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o  Consultation:"  It's  a  thorough,  objective  evaluation  of  your  portfolio.  Find  out  how  you  're  doing,  and  whether  you  could  be  doing  better. 
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do,  you  ask,  to  unleash  this 

IT'S  ONE  POWERFUL  CAR 
inner  Accord-ness?  Here  is  a 
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by  many  professional  athletes 


and  top  executives,  it's  called 


visualization.  You  simply  close 


your  eyes  and  picture  yourself 
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individual  investors  to  trade  real  time  without  using  a  Web  browser. 
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lower  taxes  on  stock  options,  charitable 
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Left  brain 


Right  brain 


I've 
heard 
American 
is  creating 
more  room 
throughout 
the  entire 
Coach  cabin  by 
removing  seats 
(over  7000)  from 
their  entire  fleet  (over 
700  aircraft).  And  50% 
of  this  reconfiguration 
will  be  completed  by 
June,  with  an  ultimate 
result  of  American 
offering  expanded 
room  for  more 
Coach  passengers 
than  any  other 
airline. 


Cool. 

I  can  cross  my 

legs  in  Coach. 


More  Room   Throughout  Coach.  Only  On   AmerJC3nAirlineS 

Coach    Has    More    Class?" 
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Populists  and  Pay  Packages  jack  f  wdch  jr.  mad* 

$106  million  last  year  running  GE.  Charles  Wang  pullec 
down  $650  million  at  Computer  Associates.  Soon  the  debate 
will  be  raging  once  again  over  whether  bosses  are  getting 
paid  too  much.  We  offer  no  answer  to  the  ethical  dilemma 
but  we  do  have  some  in- 
sights on  the  economics  of 
the  matter.  Chief  execs  get 
paid  well  even  when  they 
are  lured  from  other 
jobs — even  when,  that  is, 
they  do  not  in  any  sense 
dominate  the  boards  that 
approve  their  pay  pack- 
ages. Yes,  hired  hands  are 
sometimes  worth  nine- 
figure  pay.  Kerry  Dolan 
explores  the  matter  in  the 
cover  story,  "The  Age  of 
the  $100  Million  CEO,"  on 
page  122.  Kerry  Dolan 

The  Reverend  and  the  Billionaire  a  person 

selected  at  random  from  the  population  of  U.S.  workers 
What  is  the  probability  that  he  or  she  works  for  Microsoft 
Maybe  1  in  6,000.  What  if  you  know  that  the  employee  is 
programmer?  The  odds  are  shorter — say,  1  in  300.  Thoma 
Bayes  was  an  18th-century  minister  who  came  up  with 
simple  formula  that  relates  two  probabilities  like  these.  Em 
bellishing  that  old  formula,  modern-day  mathematicians  ar 
finding  nifty  ways  to  cull  relevant  documents  from  a  mass  c 
documents.  (The  probability  that  a  Web  page  is  relevant  t 
Microsoft  increases  if  the  page  mentions  programming 
Elizabeth  Corcoran  writes  about  one  of  these  document 
retrieval  wizards,  an  overnight  billionaire  named  Mike  F 
Lynch.  See  "The  Searcher,"  page  146. 

NOW  We  KnOW  why  columnist  Stephen  Manes'  e-ma 
address  is  steve@cranky.com.  Read,  on  page  161,  his  tira 
about  customer  service  at  AT&T.  If  you  get  excellent  servi 
from  this  company,  you  will  say  he  is  wrong  about  that;  bij 
you  will  have  to  agree  that  he  has  a  point  about  the  downsic 
to  huge,  multiline  businesses  like  this  one.  Cranky  custome 
who  have  a  bad  experience  in  one  product  line  will  refuse  t 
buy  from  the  other  ones. 
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I  wont  say  Sonoma  is  the  test  place 
in  the  world  to  gfrow  Chardonnay 

.  .  .  ah,  yes  I  will. 

3INA  GALLO 

I  nird-i  feneration  Familu  Wmemaker 
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premier  wine  growing 

region,  Gina  makes  wine? 

that  are  earning 

international  awards 

like  these: 


199  8 

Winery  of 
the  Year 

San  Francisco  Intl  Wine  Competition 

2,600  wines  entered 
jntm  over  600  wineries 


Wine    S  p  e c t a  t o r 

"Best  Buy" 

Californias  highest  rated  1997 
C  haraonnay  under  $13 

(nil to  Of  Sonoma 
199't  Russian  River  C  nardonnay 
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Confidence  inspires  playfulness  inspires  security 


inspires  fun.  This  is  the  idea  behind  the  new  X5 


Sports  Activity  Vehicle.  Hill  Descent  Control,  a 


F- 


? 


revolutionary  system,  makes  steep  hills  a  breeze. 


Our  Dynamic  Stability  Control  ingeniously  helps 


you  handle  critical  cornering  maneuvers  with 


finesse.  And  standard  All  Season  Traction  on  all 


four  wheels  makes  driving  on  any  road  surface 


positively  exhilarating.  The  new  BMW  X5.  It  drives, 


and  feels,  like  no  other  all-wheel-drive  vehicle. 


Feel  more  playful. 


The  NewX5  Sports  Activity  Vehicle 


X5  4.4J 


bmwusa.com 
1-800-334-4BMW 


The  Ultimate 
Driving  Machine' 
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Action  for  a  Caption 

As  founder  of  Experience  Inc.  ("'A' 
for  Effort,"  Mar.  6,  p.  140),  I'd  like  to 
thank  FORBES  for  the  profile  of  my 
company.  That  said,  I'm  not  sure  the 
story  did  your  magazine  justice.  The 
good  news  is  that  we  are  indeed  an  in- 
novative company  taking  on  a  sleepy 
rival  and  are  well  positioned  to  be  the 
partner  of  choice  for  leading  re- 
cruiters and  universities.  The  bad 
news  is  that  an  otherwise  interesting 
story  was  compromised  by  a  sexist 
photo  caption  and  a  condescending 
tone  about  my  youth  and  ambition. 

Your  support  for  entrepreneurs, 
young  professionals  and  women  in  the 
business  world  is  usually  exemplary, 
and  your  sensitivity  to  race,  gender  and 
age  is  normally  unmatched.  Your  team 
fumbled  the  ball  here. 

JENNIFER  FLOREN 

Chief  Executive  Officer 

Experience  Inc. 

Boston,  Mass. 

For  which  we  apologize. — ED. 

How  Did  We  Define  That? 

The  U.S.  Surgeon  General  distinguishes 
mental  health  from  mental  illness,  but 
"Crazy  Talk"  (Mar.  6,  p.  88)  confused 
those  definitions.  Mental  health  prob- 
lems involve  stress  in  daily  life.  Mental 
illnesses  are  biological  brain  disorders. 
Ninety  percent  of  the  30,000  suicides 
that  occur  each  year  are  the  result  of 
mental  illness.  Legislatures  therefore 
are  using  science  to  give  priority  in 
parity  laws  to  biologically  based  ill- 
nesses such  as  major  depression. 
Treatment  success  rates  for  mental  ill- 
ness are  higher  than  for  heart  disease. 
Treatment  also  increases  productivity. 
LAURIE  FLYNN 
Executive  Director 
National  Alliance  for  the  Mentally  III 
Arlington,  Va. 

Family  Squabbles 

Your  article  on  family-controlled  cor- 
porations did  a  great  job  of  high- 
lighting the  problem  of  succession 


U-Gotlt 

"U-Hell"  (Mar.  20,  p.  70) 
dredged  up  bad  memories.  Years 
ago  I  used  one  of  their  vehicles. 
My  experience  mirrored  that  in 
your  article.  But  U-Haul  doesn't 
stand  alone.  My  next  trip  was 
with  Budget.  While  crossing  the 
desert  our  speed  slowed  to 
15mph  if  we  used  the  air-condi- 
tioning. Before  leasing  another 
truck  from  one  of  these  compa- 
nies, I'd  give  myself  a  sex  change 
operation. 

DAVID  KRAUS 
El  Dorado  Hills,  Calif. 


("Are  Dynasties  Dying?"  Mar. 
p.  126).  Family  members  interact 
patterns  that  are  predictable  but  n 
dispassionately  rational.  In  the  bus 
ness  setting  these  patterns  create 
tension  for  corporate  boards  wh 
have  to  choose  between  what's  ec< 
nomically  best  for  the  shareholde 
and  for  the  family  members.  Unfo 
tunately,  corporate  law  currendy  do 
not  take  sufficient  account  of  the. 
patterns  of  family  dynamics. 

ERICA.CHIAPPINEL 

Profess 

Seattle  University  School  of  La 

Seattle,  Was 

Put  Us  in  a  Tizzio 

Your  article  "Are  Dynasties  Dying 
(Mar.  6,  p.  126)  includes  a  referen 
to  AIG  that  is  false.  It  is  not  true  thl 
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LOOKING    FOR 

a   BETTER  WAY 

TO  TRACK 

A  stock: 


& 


First  there  were  delayed  quotes. 
Then  real  time  quotes.  Now  there's 
Stock  Pulse  —  one  of  the  most 
advanced  stock  tracking  tools  ever 
made  available  to  investors. 
The  real  beauty  of  Stock 
Pulse  is  its  simplicity.  It  provides 
you  with  dynamic,  real-time 


streaming  quotes.  But  unlike  other 
tracking  tools,  Stock  Pulse  presents  it 
to  you  in  a  graphical  format. 

Which  means  you  can  see  at  a 
glance  just  how  a  particular  stock,  or  a 
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NDB  CwnmUiion  SchaoM* 


group  of  stocks,  is  trending. 

Some  day,  all  investors  will  have 

tools  as  advanced  as  Stock  Pulse. 

But  right  now,  only  NDB  customers 

have  it.  You  see,  Stock  Pulse  is  just 
another  way  in  which  National 
Discount  Brokers  is  making  online 
trading  easier  for  everyone. 

For  more  information  or  to  open 
an  account  with  us,  visit  our  web  site 
at  ndb.com  or  call  1-800-4-1 -PRICE. 

-"MONEY  Magazine's  highest  overall  rating"* 

Because  if  you're  thinking  about 
going  with  any  other  online  broker, 
you're  way  off  track. 


JjDB    '  MONEY  Magazine.  June  1999,  The  Best  Online  Brokers"  NDB  is  member  NASD,  SIPC  System  availability,  trade  execution  and 
ffiBa   'eoortinq  times  may  vary  due  to  market  volatility,  volume,  system  performance  and  other  factors  NDB  is  a  National  Discount  Brokers 
1125   Group  Co..  Inc. 

ndb.com     1-800-4- I -PRICE 


NATIONAL  DISCOUNT  BROKERS 

We     take     you     under     our    wing, 


IT'LL  SAY  SOMETHING 
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www,  flexjet.  com 


TamnuiQMPnmm 

LIKE"! 


Air  traffic  isn't  a  problem  when  you're  5,000 
feet  above  it.    And  competition  isn't  a  prob- 
lem, when  you're  light  years  ahead  of  it.   The 
Learjet  31A®  is  simply  the  best  business  jet 
in  its  class,   but  you'd  expect  nothing  less 
from   the   leaders  i1^3usiness   aviation.   We 
build  and  service  all  ouT^kcraft,  and  make 
sure  each  is  among  the  newest  in  the  sky. 
Honestly,    our    competition    can't    compete. 
And  a  Learjet  31A  will  start  making  you  feel 
the  same  about  yours.  For  information  about 
the    many    affordable    benefits    of    Flexjet 
fractional  ownership  call  1-800-FLEXJET. 


flexje: 

we  build  the  aircraft 


BOMBARDIER 

AEROSPACE 


Flexjet  is  a  Bombardier  Aerospace  program 
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TAP  THE 

POTENTIAL  OF  MID-CAPS 


m 


T.  Rowe  Price  Mid-Cap  Growth  Fund  (RPMGX)  can  help  you  benefit 

from  the  performance  potentia 


of  some  of  America's  leading  mid- 
size growth  companies.  These  com- 
panies are  often  small  enough  to 
adapt  quickly  to  change,  yet  mature 
enough  to  have  proven  products  and 
seasoned  management. 

The  fund  has  outperformed  the 
average  of  its  peer  funds  group  since 
its  inception.  Of  course,  past  perfor- 
mance cannot  guarantee  future 
results.  No  sales  charges. 


How  $10,000  Invested  6/30/92 
Would  Have  Grown  vs.  Competitors 


»5O,000 


40,000- 


I  MuU  ipCfDwdl  Fund 
I  Lippcl  Mid  i    ., 
Funds  A. 


ASK 

ABOUT 

OUR 


ROTH 

IRA 


Call  for  your  investment 
kit  including  a  fund 
profile  or  prospectus 

I 


Invest  With  Confidence 

-800-341-5517  TRnwpPHrp 


cm 

•  lit 


23.78"<>  2S.75%.  and  23.79""  ire  die  fund's  average  annual  total  returns  for  the  1-year,  5-year,  and  since 
inception  ((V.W).')  periods  ended  12/31/99,  respective!)  Figures  Include  changes  in  principal  value,  reinvested 
dividends,  and  capital  gain  distributions  Investment  return  and  principal  value  will  van.  and  shares  maj  be  worth  more 
or  liss  ,tt  redemption  than  ai  original  purchase.  (Source  for  Upper  data  Upper  Inc.) 

For  more  information.  Including  fees  and  expenses,  re.nl  the  fund  profile  or  prospectus  careful!)  before  investing  T.  Rowe  Price 
investment  Services  liu  .Distributor.  MCG0t3i69 


I  "convinced  AIG's  board  in  1997  tc 
force  veteran  Tom  Tizzio  to  give  up  thi 
president's  job."  In  fact,  when  your  fac 
checker  contacted  AIG  to  verify  this  o 
a  similar  statement,  that  person  wa 
told  explicitly  that  the  statement  wa 
untrue.  What  is  true,  and  was  reporter, 
in  a  press  release  in  1997,  is  the  boar< 
elected  Tizzio  senior  vice  chairmai 
with  responsibility  for  our  worldwidi 
property-casualty  business,  AIG' 
largest  sector.  At  the  same  time,  Evai 
Greenburg  was  elected  AIG  presiden 
and  chief  operating  officer — a  new  po 
sition.  Several  other  senior  executive 
appointments  were  made  by  the  boar* 
by  the  same  time.  Tizzio  is  one  of  AIG' 
most  experienced  and  respected  exec 
utives  and  he  continues  to  overse< 
property-casualty  business  worldwide 
very  successfully.  This  business,  by  thl 
way,  reported  net  written  premiums  q 
$16  billion  and  operating  income  q 
$3.5  billion  for  1999. 

I  find  it  very  surprising  that  a  pub 
lication  like  FORBES  would  report  a 
fact  an  unattributed  statement  tha 
had  been  specifically  denied  by  th 
company  without  even  including  thj 
company's  denial  in  the  article. 

MAURICE  R.  GREENBERC 

Chairmai 

American  International  Grout 

New  York,  W.J 

Downgraded 

In  "The  Moving-Target  Option"  (Mai 
20,  p.  74)  we  incorrectly  stated  in  th 
accompanying  table  that  ConAgra' 
chief  executive,  Bruce  Rohde,  saw  th 
value  of  his  stock  options  grow  $8. 
million  in  1998.  Actually,  the  value  o 
those  options  declined  $200,000.  Usin 
that  number,  Mr.  Rohde  wouldn't  hav 
made  the  table. 

Where  Have  You  Gone,  Donna  Karan 

In  "Grand  Design"  (Mar.  20,  p.  220)  w 
incorrecdy  stated  that  Donna  Karan  lei 
the  company  she  founded.  She  still  hold 
the  title  of  chairman  and  chie 
designer. 
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Send  e-mail  to  readers@forbes.con 
Letters  should  include  the  author's  ac 
dress  and  phone  number. 
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Once  upon  a  time, 
e-integration  was  just  a  fairy  tale. 


Seamless  connections  across  today's  extended  enterprise  chain. 

Real-time  e-business  integration. 

All  while  running  on  the  unified  infrastructure 

of  the  mainframe,  UNIX®,  NT  and  the  Internet. 

It's  not  magic.  It's  Sagavista'." 

sagavista 

Enabling  the  E-conomy. " 


jynght  ©  SAGA  SOFTWARE.  Inc..  2000  All  rights  reserved. 

3A  Sagavista,  the  Sagavista  logo,  the  SAGA  logo,  F.Y.I,  sprite,  Free  Your  Information  and  Enabling  the  E-conomy 
either  registered  trademarks  or  trademarks  of  SAGA  SOFTWARE,  Inc.  in  the  United  States  and/or  other  countries 
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INNOVAIION  IN  WIRELESS  COMMUNICATION 


IS  SPELLED  WITH  A  CAPITAL 
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Deutsche  Telekom  is  leading 
the  progress  in  digital  wireless 
technology 

We  helped  establish  GSM  -the  most 
successful  cross-border  digital  wireless 
communications  standard  in  the  world. 
By  the  end  of  this  year  more  than  250 
million  users  in  more  than  1 35  countries 
will  communicate  using  the  GSM  standard. 
Customer  growth  in  our  T-D1  network 
alone  increased  about  40%  during  the 
first  nine  months  of  1999,  bringing  the 
total  to  7.7  million  customers.  And  following 
acquisition  of  the  British  company 
One20ne,  we  now  hold  majority  interests 
in  Europe,  with  more  than  1 2  million 
customers.  Add  to  that  minority  interests 
in  9  other  attractive  markets  and  the  sum 
is  pan-European  wireless  coverage  -  a 
powerful  platform  for  launching  new 
products  and  competing  globally. 

Huge  markets  in  Internet/wireless 
convergence 

With  our  experience  in  GSM  technology, 
we  are  global  leaders  in  launching 
innovative  convergence  applications.  This 
market  offers  enormous  potential  to  the 
company  that  leads  the  way  -  and  we 
intend  to  be  that  company.  We  are  already 
leading  with  our  innovations  in  Internet/ 
wireless  integration,  such  as  E-mail,  online 
banking,  information  research,  and  stock 
quotes.  Even  E-commerce  via  wireless  will 
be  possible  with  the  new  WAP  standard. 
We  are  also  poised  to  introduce  the 
third  generation  digital  UMTS  wireless 
technology,  which  will  enable  further 
breakthroughs  in  wireless  multimedia 
applications. 


Complete  telecommunications 
solutions 

Our  expertise  spans  the  full  range  of 
telecommunications  technologies— from 
telephony  and  data  communications 
to  wireless,  online  service,  Internet, 
E-commerce,  and  IT  services.  This 
breadth  of  expertise  -  as  well  as  our 
depth  —  boosts  the  competitiveness  of  our 
customers.  With  broad  focus  across  all 
technologies,  we  are  able  to  fulfill  our 
customers'  need  for  unique,  high-quality 
solutions  in  innovative  ways. 

To  find  out  more  about  our  work  at  the 
forefront  of  wireless  communications 
technology,  contact  us. 

1-877-FOR-DTNA 
1-877-367-3862 

www.telekom.de/international 

Deutsche  Telekom 
North  America 
280  Park  Avenue 
26th  Floor 
New  York,  NY  10017 
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Edited  bv  William  P.  Barrel 


Eddie's  Pitch?  It's  Insane 

►  Eddie  Antar  built  up 
the  New  Jersey-based 
Crazy  Eddie  electronics 
chain,  then  fled  abroad 
and  ended  up  serving 
seven  years  for  fraud 
and  cash-skimming. 
Just  sprung,  Antar  is 
trying  to  revive  the 
Crazy  Eddie  brand,  fa- 
mous for  its  loud  com- 
mercials. But  a  licensing 
deal  with  Brooklyn- 
based  Big  Daddy  Electron- 
ics fell  apart  when  the 
owners  got  cold  feet.  So 
Antar,  52,  is  now  court- 
ing dot.coms,  whose  owners,  he  says  "are  younger  and  worry 
less  about  the  stigma."  And  probably  weren't  investors  in  his 
now-defunct  company.  — Josephine  Lee 

Ex-Wives  and  New  Jobs,  for  $l2m 

►  Although  she  co-created  Jeopardy!  Julann  Griffin  couldn't 
sell  her  own  game  show  or  even  get  a  credit  card  once  she  be- 
came ex-Mrs.  Merv  Griffin  in  1976.  Credit  solution:  starting  her 
own  bank  in  California.  Then  in  1995  she  launched  Internet 
site  Boxerjam.com,  which  offers  games  to  100,000  daily  users. 
Venture  capitalists  just  gave  Griffin,  71,  some  $12  million  to 
buy  up  other  gaming  sites.  — Michael  Maiello 

Still  Too  Many  Lawyers 

►  Latest  to  cry  poor  in  U.S.  Tax  Court:  ex-Senator  Paul  Laxalt 
(R-Nev.)  and  others  who  were  partners  in  New  York  law  firm 
Finley,  Kumble  during  its  spectacular  1987  collapse.  The  IRS  seeks 


taxes  on  debt  forgiven  during  Finley's  1992  liquidation.  Norj 
mally,  forgiven  debt  is  taxable  income.  But  the  attorneys  sa^j 
paying  the  forgiven  debt  would  have  rendered  them  insolvent! 
qualifying  them  for  a  special  exemption.  This  might  not  be  s<j 
easy  to  show.  For  example,  in  1992  Laxalt,  who  erased  $621,19 
of  debt,  had  other  income  of  $  1 . 1  million.       — Janet  Novae 

A  Piece  of  the  Lock 

►  In  fining  Prudential  Securities  $100,000  last  month  for  al 
legedly  trying  to  stifle  price  competition  on  a  1996  under 
writing  for  First  Alliance  Corp.,  securities  regulators  wrot 
that  on  Feb.  27, 1996  an  unnamed  "senior  Prudential  invest 
ment  banking  officer"  telephoned  a  rival  broker-dealer  t 
further  the  scheme.  So  who  made  the  Big  Call?  No  one  wi 
say  officially.  But  Pru  underlings  on  the  deal  reported  to  Pa 
Scura,  then  and  now  the  firm's  powerful  head  of  investmer 
banking.  Scura's  spokesman  won't  comment  on  his  role  bi 
says  anticompetition  rules  weren't  so  clear  then.     — W.P.J 

Click  Here  for  Merger? 

►  Two  months  ago  Foodline.com,  the  New  York-based  onlir 
restaurant  reservation  outfit,  announced  a  deal  to  put  a  lin 
on  the  Web  site  of  the  popular  Zagat  Survey  dining  guid 
Oops!  Rival  booker  0penTable.com  of  San  Francisco  said  tl 
same  week  it  had  the  same  deal  with  Zagat — which,  usir 
venture  capital,  was  also  buying  part  of  the  company.  Zag 
boss  Tim  Zagat  says  he  isn't  impairing  this  investment  by  al« 
allowing  the  Foodline.com  link.  "There  may  be  some  conso 
idation,"  he  says.  — Tomas  Kelln 

But  It  Won't  Happen  by  Accident 

►  Eager  for  buzz  about  the  prototype  Evoq  roadster,  imag 
makers  at  Cadillac  want  a  Hollywood  star  to  arrive  in  the  sle< 
two-seater  at  the  televised  Academy  Awards  on  Mar.  26.  R 
mored  favorite:  Oscar-contending  Cadillac  ownj 
Tom  Cruise,  with  wife  Nicole  Kidman.  — Terril  Yue  Jori 


Russian-Made  Evebrow  Dye.  However.  Is  Okay 


The  federal  government  has  a  long  country-by-country  list  of  items  currently  restricted 
from  entering  the  U.S.  Here's  a  sampling  of  some  little-known  limits.       —Chandrani  Ghosh 

STATED  REASON 

contains  "mold  and/or  insect  filth" 

intlames  skin 

may  have  poisonous  substance 

could  cause  blindness 

trade  embargo  against  terrorism 

known  to  sometimes  cause  death 

"excessive  levels  of  mercury" 
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COUNTRY 

ITEM 

ENACTED 

Canada 

garlic 

1994 

Canada 

tattoo  remover 

1992 

France 

most  soft  cheeses 

1986 

Germany 

eyebrow  dye 

1982 

Iran 

most  carpets 

1987 

Jamaica 

ackee  (local  fruit) 

1995 

Mexico 

tuna 

1995 

NOW  EARN  PREMIER  STATUS  FROM  SINGAPORE  AIRLINES. 

Beginning  April  1,  when  Singapore  Airlines  becomes  a  member  of  the 

Star  Alliance™,  United  Mileage  Plus-  members  can  apply  qualifying 
miles*  earned  on  Singapore  Airlines'  flights  towards  Premier' 
Status,  Premier  Executive*  Status  and  Premier  Executive  IK   Status. 


<& 


SinGAPORE 
AIRLinES 

A  great  way  to  fly 

singaporeair.  comlamerkas 

Mileage  Plus  miles  will  accrue  at  150%  (First  Class),  125%  (Raffles/Business  Class),  and  100%  (Economy  Class)  of  actual  miles  flown  on  qualify  ing  feres    "Actual  paid  flight  miles 

qualify  towards  Premier  Status.    Any  additional  or  bonus  miles  above  actual  paid  flight  milts  will  not  qualify  towards  Premier  Status.  Other  conditions  apply. 

Program  subject  to  change  without  notice.   Call  United  for  details.   Star  Alliance  is  a  registered  trademark. 
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Edited  by  Susan  Adams 


JUNE  15, 1998 

Hot  Dogs 

DOG  BISCUITS  SOUND  LIKE  AN 
unlikely  path  to  wealth,  but  Daniel  Dye 
and  Mark  Beckloff  made  a  go  of  it  and 
wound  up  on  our  cover  for  a  story  on 
entrepreneurs  who  bet  their  life  savings 
on  their  businesses.  Dye  and  Beckloff 
had  cashed  in  $8,000  from  their 
401  (k)s  and  started  gourmet  dog  treat 
purveyor  Three  Dog  Bakery,  based  in 
Kansas  City,  Mo.  The  company  is  a 
huge  success.  Revenues  have  quintu- 
pled, from  $8  million  to  $40  million. 
Though  Dye  and  Beckloff  won't  dis- 
cuss profits,  they  say  they're  consider- 
ing a  public  offering  in  2001.  From  5 
stores  when  our  story  ran,  Three  Dog 
has  expanded  to  31,  including  a  shop 
on  Manhattan's  tony  Madison  Avenue. 
— Michael  Maiello 

OCTOBER  4. 1999 

The  Right  to  Lie 

I-'.MI'l  OYERS.YOU  CAN  BREATHE  EASIER. 
You  can't  be  sued  for  fibbing  to  a 
worker,  at  least  in  Wisconsin.  Six 
months  ago  we  wrote  about  the  Miller 
Brewing  Co.  executive  who  got  fired 
after  telling  a  female  colleague  about  a 
racy  Seinfeld  episode.  A  jury  awarded 
the  executive,  Jerold  J.  Mackenzie, 
$26.6  million  because  lor  years  Miller 


Three  dogs, 
two  men  and 
a  good  idea: 
Mark 
Beckloff, 
Daniel  Dye 
and  friends. 


had  led  him  to  think  he  was  doing  fine, 
when  in  fact  his  career  was  stalled.  The 
verdict  really  had  nothing  to  do  with 
the  racy  joke. 

But  in  February  an  appeals  court 
eased  employers'  fear  of  similar  suits. 


The  court  ruled  that  workers  can't  sue 
for  career  deception;  it  just  isn't  a  tort. 
— Brigid  McMenamin 

SEPTEMBER  7,  1998 

Beer  Buzz 

ADOLPH  COORS  CO.  WAS  TRYING  TC 
put  some  fizz  in  its  profits — and  we 
were  skeptical.  Since  then,  despite  an 
industry-wide  slowdown,  Coors 
earnings  have  strengthened,  and  ana- 
lysts predict  Coors  will  steal  the  num- 
ber two  spot  in  the  light  beer  marke 
from  Miller. 

New  distribution  and  pricing  sys 
terns  helped  Golden,  Colo.-based  Coor 
raise  earnings  per  share  21%  in  1999,  t( 
$2.56.  Coors'  revenues  were  up  7%  las 
year,  netting  a  projected  5  cents  on  th< 
dollar,  up  from  4  cents  in  1998.  Its  stoc 
is  down,  as  are  other  beer  stocks. 

— Lea  Goldmai 


Flashbacks 


75  YEARS  AGO  IN  FORBES/ 
MAY  I.  1925 

Day  Of  ReSt  On  the  railroads  and 
in  a  number  of  industries  the  seven-day  work 
week  and  the  365-day  work  year  still  linger. 
They  are  absolutely  indefensible.  Human  be- 
ings do  not  exist  for  industry.  Industry  exists  for 
human  beings.  We  cannot  make  the  right  kind 
of  men,  we  cannot  make  the  right  kind  of  par- 
ents, we  cannot  make  the  right  kind  of  citizens 
under  the  seven-day  work  week. 
The  seven-day  work  week  was  never  outlawed,  and  some  railway  workers  still  put  in  seven-day  weeks. 

20  YEARS  AGO  IN  FORBES/DECEMBER  8,  1988 

Oeller  S  MdrKeT  A  plethora  of  business  seems  only  to  have  sharpened  the  centu 
old  rivalry  between  Sotheby  Parke  Bernet  and  Christie's.  The  two  are  adapting  the  methods  of  t 
business  to  go  after  the  ever-higher  tides  of  serious  money  that  are  washing  into  their  once-qu 
world.  Sotheby's  new  chief  operating  officer,  for  example,  is  Frederick  H.  Scholtz,  formerly  managi 
director  at  the  investment  banking  firm  of  Morgan  Stanley.  At  Christie's,  there  is  a  vice  president  w 
came  from  U.S.  Trust  Co. 
The  Justice  Department  is  exploring  whether  Sotheby's  conspired  with  Christie's  to  fix  prices. 

15  YEARS  AGO  IN  FORBES/APRIL  8.  1985 

Tightening  BeltS  Since  1979  Unilever  has  cut  its  work  force  by  14%,  to  267,000, 
most  of  the  reductions  coming  in  Europe.  The  result:  productivity  gains  averaging  6%  annually.  In  Febru.j 
it  even  sold  off  a  lossmaking  fish-processing  business  established  by  Lord  Leverhulme  himself,  Level 
founder,  in  1918.  "We  heard  this  talk  about  rationalizing  and  streamlining  from  Unilever  before,"  says  c| 
skeptical  analyst.  "But  this  time  there's  really  something  there." 
In  February  Unilever  announced  it  will  cut  25.000  jobs-10%  of  its  global  work  force.  Profits  fell  5%  last) 
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Federated 
Asia  Pacific 
Growth  Fund 

Federated 

International  Small 

Company  Fund 

Federated 

Emerging 

Markets  Fund 

Federated 
International 
Equity  Fund 

Federated 

International 
Growth  Fund 


Federated    International    Funds 


1  -Year  Total  Return  3-Year  Average  5- Year  Average 

Annual  Total  Return        Annual  Total  Return 


1 0-Year  or  Life  of 

Fund  Average  Annual 

Total  Return 


115.56%     13.45%      N/A         10.48% 


113.72%  46.92%  N/A 
69.15%  7.70%  N/A 
68.52%     31.05%     20.45% 


54.59%       N/A 


N/A 


42.92%" 

9.97%" 

16.37% 

12.87%" 


As  of  12/31/99,  reflecting  5.5%  maximum  sales  charge.  Since  inception,  '2/27/96,  "2/28/96,  ' 

Past  performance  is  no  guarantee  of  future  results. 


•7/1/97. 


Federated  is  providing  great  opportunities  overseas.  And  while  no  one  can  predict  future 
market  conditions,  our  disciplined  approach  to  money  management  allows  us  to  capitalize  on 
growth  opportunities  while  seeking  to  reduce  risks  in  a  down  market.  That's  one  of  the  main 
reasons  for  our  funds'  historical  record  of  success.  It's  also  why  investors  looking  to  diversify 
their  portfolios  with  international  or  global  funds  should  consider  funds  from  Federated. 


Visit  our  Web  site,  contact  your  financial  intermediary,  or  call  for 
more  complete  information,  including  a  prospectus  which  details 
tecs  and  expenses  that  apply  to  a  continued  investment  in  the 
fund.  Investors  should  read  the  prospectus  carefully  before  investing. 

Investment  return  and  principal  value  will  fluctuate  so  that  an 
investors  shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost. 

Performance  is  quoted  for  Class  A  shares.  These  funds  offer 
additional  classes  of  shares  whose  performance  will  differ  due 


to  differences  in  charges  and  expenses. 

Foreign  investing  includes  special  risks  including  currency  risk, 
increased  volatility  of  foreign  securities  and  differences  in  auditing 
and  other  financial  standards.  International  small  company  stocks 
may  be  more  volatile  than  international  large  company  stocks. 
Prices  of  emerging  market  securities  can  be  significantly  more 
volatile  than  the  prices  of  securities  in  developed  countries. 

Federated  Securities  Corp.,  Distributor. 


You  Should  Know 


Federated 


www.federatedinvestors.com  (800)  341-7400    World-Class  Investment  Manager 


THE  NEW  2000  MAXIMA.    Don't  let  the  number  of  doors  fool  you.  Nor  should  you  let  the  roomy  interior,  the  gracious  leather  appointments, 
or  even  the  smoother,  quieter  ride  throw  you.  Because  once  you  slip  behind  the  wheel  of  the  new  Maxima,  once  you  begin  to  pilot  the 
formidable  222-horsepower  V6.  amazing  things  happen.  Sixty  miles  per  hour  is  achieved  in  an  astonishing  6. 7  seconds.  Fewer  than  10 
seconds  later  you've  traveled  a  quarter  mile:  Upon  the  first  curve,  a  synergistic  relationship  develops  between  you.  the  suspension  and 
the  road.  And  continues  to  deepen  with  each  subsequent  turn.  This  is  the  stuff  of  roadsters.  This  is  the  stuff  of  sport  coupes.  This  is  not 
Che  stuff  of  sedans.  Or  is  it?  Inquiries?  Call:  800-235  8880.  Or  click:  NissanDriven.com.  The  new  2000  Maxima.  CARS  LIKE  IT:  0. 


St.  \Y    VA 


san.  the  Nissan  Logo.  DRIVEN  and  Maxima  are  trademarks  owned  by  or  licensed  to  Nissan.  Maxima  GLE  shown.  •  Motor  Trend.  1999. 
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Edited  bv  Katarzvna  Moreno 


Braving  New  Worlds 

Executives  are  changing  jobs  rapidly 
these  days— and  often  to  a  different 
industry.  Heidi  Miller  is  just  the  latest 
example.  It  can  be  a  humbling  experience. 


JOANNE  BOBER 

FROM  CHIEF  LEGAL  COUNSEL  FOR  GENERAL  SIGNAL  CORP. 
(HEAVY  EQUIPMENT  AND  TOOL  MANUFACTURER)  TO 
SENIOR  CORPORATE  COUNSEL,  CHUBB  CORP.  (INSURANCE) 

In  manufacturing,  engineers  don't  come  to  you  to  ask  you 
how  a  particular  widget  works.  But  around  here  they  ask  you 
about  insurance  products.  And  I  thought  that  "ceding"  in- 
surance would  be  spelled  "seeding."  So  I  had  to  swallow  my 
pride  and  admit  I  didn't  know  much.  Then  I  asked  our  assis- 
tant general  counsel — who  reports  to  me — to  teach  me.  I 
also  sat  in  on  the  commercial  insurance  class  for  our  trainees. 
But  my  "ignorance"  often  works  in  my  favor.  I  see  a  dif- 
ferent side  of  something  that  people  with  the  insurance 
glasses  on  cannot  see. 

JOHN  REID 

FROM  SENIOR  VICE  PRESIDENT  OF  MARKETING  AT 
COCA-COLA  TO  CHIEF  EXECUTIVE  OFFICER  OF  COMET 
SYSTEMS  (INTERNET  SOFTWARE) 

At  Coca-Cola  all  of  the  ideas  came  from  the  top  manage- 
ment. We  formed  teams  to  make  them  work.  Around  here 
it's  the  people  sitting  outside  my  office  who  are  constandy 
coming  up  with  ideas.  I  probably  err  on  the  side  of  accepting 
too  many  of  them.  We  are  now  working  on  ten  new  projects, 
like  a  desktop  application  allowing  users  to  create  their  own 
cursor.  Unlike  at  Coke,  where  ideas  and  resources  were  big, 
we  are  humbler  about  particular  ideas.  We  never  know 
what's  going  to  work. 

R1CMABJLJ.  DA¥li_ 

FROM  CHIEF  EXECUTIVE  OF  IMARKET  (MARKETING 
SOFTWARE)  TO  CHIEF  EXECUTIVE  OF  RAND  MCNALLY 

With  startups  we  rushed  software  products  to  market,  trying 
to  build  a  brand  name  as  fast  as  we  could.  It  was  risky.  But  the 
mindset  of  a  company  that  already  has  a  brand  name,  like 
Rand  McNally,  is  equally  risky.  It's  too  slow.  For  example,  it 
takes  the  human  resources  department  a  month  to  hire  some- 


HEIDI  MILLER 

FROM  CHIEF  FINANCIAL  OFFICER  OF  CITIGROUP 
TO  HEAD  OF  STRATEGIC  PLANNING  OF 
PRICELINE.COM 

Sandy  Weill  was  somewhat  shocked  by  my  decision.  I 
explained  I  wanted  to  be  involved  in  an  operating  po- 
sition rather  than  a  financial  one. 

One  big  change:  I'll  never  have  to  deal  with  the  Fed 
again.  The  Fed,  as  a  regulator,  is  interested  in  making 
sure  you  have  controls  in  place. 

Priceline  is  now  where  Primerica  was  when  I  joined 
it.  We  took  Primerica  to  the  point  where  it  could  buy 
Travelers  and  later  join  with  Citibank.  Now  I'll  be 
working  with  400  employees  versus  200,000,  and  help- 
ing to  build  something  greater. 


version  of  a  Rand  McNally  map.  In  the  past  we  typically  in 
troduced  only  ten  new  tides  in  a  year.  The  only  way  I  coulc 
speed  things  up  was  by  bringing  an  executive  and  softwari 
developers  from  Internet  mapmaker  Mapquest. 

DAVID  HANNAH 

FROM  PUBLIC  AUDITOR  AT  ERNST  &  WHINNEY  TO 
PRESIDENT  OF  RELIANCE  STEEL  &  ALUMINUM 

As  an  auditor,  you're  concerned  with  things  that  have  hap 
pened  in  the  past.  My  job  now  as  president  is  strategy — wher 
are  we  going  in  the  future.  Initially,  it's  an  insecure  feeling. 

As  a  former  auditor  I  noticed  that  health  care  was  ou 
second-largest  expense.  I  called  the  broker  and  found  out  w 
were  letting  the  insurance  company  sit  on  about  $2  millior 
So  I  changed  the  broker  and  freed  up  that  money.  My  ol< 
way  of  thinking  paid  off  as  an  operatoi 


one.  I  want  it  done  in  a  week.  ^ 

,  r^fll   G°  ,0  our  new  0°  Your  Mind 

I  won  t  slow  down.  I  his  year  we  11  ha\  e  ^  forum  at  www.forbes.com/mmd.  But  now  comes  the  hard  part— how  best  h 

127  new  products,  including  a  PalmPilot  MAM  or  e-mail  us  at  mmd@forbes.com.  use  this  $2  million.  — By  FORBES  reportei 
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market  analysis  Lehman  Brothers  is  famous  for.  Like  daily  Morning 
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Visit  FIDELITY.COM  for  more  details.  It  could  be  the  beginning 
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Powerstreer 
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Fidelity 
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special  offer. 
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on  services  and  minimums. 

Free  Lehman  Brothers  research  is  available  to  Fidelity  retail  brokerage  customers.  Lehman's  10  Uncommon  Values  is  a  registered 

trademark  of  Lehman  Brothers,  Inc.,  an  independent  organization  that  is  not  affiliated  with  Fidelity  Investments. 

The  past  performance  of  Lehman's  10  Uncommon  Values  is  no  guarantee  of  future  results. 
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FACT  AND   COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


GOVERNOR  BUSH'S  UNINTENDED  ALLY 


iLAN  GREENSPAN.  HE  MAY  UNDERMINE  AL  GORE'S  CHIEF  SELL- 

ng  point — the  vibrant  economy — because  of  his  intense  dislike 

or  those  stocks  that  have  been  exhibiting  "irrational  exuberance." 

The  1990-91  recession  undermined  Bush  the  Elder.  Al- 


though statistically  mild  and  short,  it  clobbered  housing 
prices,  causing  considerable  anxiety  among  those  who  still 
held  their  jobs.  A  market  bust  would  do  the  same  to  tens  of 
millions  of  Americans  who  now  have  stakes  in  stocks. 


FLASH!  THE  GREAT  DEPRESSION  IS  OVER 


HE  HOUSE  OF  REPRESENTATIVES  UNANIMOUSLY  VOTED  TO 
nd  the  earnings  penalty  on  Social  Security  benefits.  The 
enate  will  likely  follow  suit.  It's  high  time. 

This  relic  should  have  been  discarded  decades  ago.  It  was  de- 
igned in  the  1930s  to  discourage  older  Americans  from  confin- 
ing to  work,  on  the  theory  that  the  limited  number  of  jobs 
vailable  should  go  to  younger  people  raising  families.  Currently, 
f  you  are  between  ages  65  and  69  and  work,  you  lose  $1  of  your 
ocial  Security  benefits  for  every  $3  you  earn  above  $17,000.  So 
omeone  earning  $26,000  loses  $3,000  in  Social  Security  benefits. 

This  age-discrirninatory  tax  damages  the  overall  economy, 
hereby  hurting  government  revenues.  Older  people  have  a 
fetime  of  skills  and  experience.  They  pay  both  income  and 
ocial  Security  taxes  on  their  earnings,  and  they  are  helping 
o  expand  the  general  wealth  of  the  nation.  And  to  have  such 
barrier  at  a  time  of  labor  shortages  is  truly  preposterous. 

The  House  did  not  go  far  enough.  People  between  ages  62 
nd  64  who  take  early  retirement  benefits  from  Social  Security 


are  hit  with  severe  penalties,  losing  $1  in  benefits  for  every  $2  in 
annual  earnings  above  $10,080.  Acting  like  social  engineers  who 
know  what's  best,  legislators  say  that  people  who  retire  early  are 
more  likely  to  end  up  in  poverty,  and  so,  by  Washington's  per- 
verse logic,  they  should  face  a  ferocious  tax  if  they  take  reduced 
Social  Security  benefits  and  continue  to  work.  In  other  words,  if 
they  don't  impoverish  themselves,  let  the  tax  code  do  it  to  them. 

The  House  also  left  untouched  another  draconian  tax  that 
subjects  up  to  85%  of  your  Social  Security  benefits  direcdy  to 
the  income  tax,  even  if  you  are  not  working,  and  your  income 
from  a  private  pension  or  your  savings  exceeds  a  certain  level. 

All  of  which  argues  for  aggressively  phasing  in  a  new  sys- 
tem for  working  Americans,  where,  if  you  chose,  the  bulk  of 
your  Social  Security  taxes  would  go  directly  into  your  own  per- 
sonal retirement  account,  which  would  grow  tax-free.  That 
way  you  would  choose  your  retirement  age,  you  would  have  far 
more  in  retirement  income  than  the  current  system  can  pos- 
sibly pay  and  the  politicians  couldn't  mess  around  with  it. 


HOW  TO  WIN  TAX  CUTS 


IOUSE  REPUBLICANS  ARE  FINALLY  WISING  UP  ON  HOW  TO 
ight  President  Clinton  on  the  tax  issue:  Pass  popular  reduc- 
ions  in  separate  bills,  as  was  done  with  the  Social  Security 
arnings  penalty  last  month  and  with  the  marriage  penalty 
n  February.  That  way  people  can  understand  what's  at  stake 
or  them,  and  it  will  put  President  Clinton  in  a  difficult  posi- 
ion  if  he  block?  the  cuts.  After  hemming  and  hawing,  the 
Vhite  House  declared  that  Clinton  would  sign  the  bill  end- 
ng  the  Social  Security  earnings  limit. 

Last  year  Republicans  passed  a  small  tax  cut,  which  the 
'resident  promptly  vetoed.  How  did  Clinton  get  away  with 
hat?  Because  hardly  anyone  knew  what  was  in  the  package. 


Voter  ignorance  is  tax-and-spenders'  bliss. 

The  GOP  should  go  with  the  piecemeal  approach  and 
pass  bills  to  abolish  the  death  tax;  to  provide  tax  deductibil- 
ity for  health  insurance  to  the  self-employed  and  to  individ- 
uals whose  employers  don't  provide  insurance;  to  set  up 
tax-free  education  accounts;  to  reduce  the  capital  gains  levy; 
to  expand  Roth  IRAs;  to  liberalize  depreciation  schedules 
for  small  businesses  and  to  eliminate  the  alternative  mini- 
mum tax,  which  is  punishing  more  and  more  middle-in- 
come Americans. 

Such  unbundling  will  put  Beltway  tax-lovers  on  the  de- 
fensive— where  they  richly  deserve  to  be. 


AN  OUNCE  OF  PREVENTION . . . 


VASHINGTON  WILL  SOON  DECIDE  WHETHER  TO  SELL  SEV- 
ral  advanced  weapons  systems,  most  prominently  four  Arleigh 
Surke-class  guided-missile  destroyers,  to  Taiwan.  Beijing,  natu- 


rally, is  breathing  fire  and  brimstone  over  the  proposed  sale, 
which  is  one  reason  the  transaction  should  take  place.  The  Chi- 
nese government  is  obviously  split,  with  certain  factions  willing 
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to  stop  or  slow  down  economic  and  political  liberalization  and 
to  move  aggressively  to  "reunite"  Taiwan  with  the  mainland. 
These  Chinese  have  "learned"  the  lesson  of  Russia's  obliteration 
of  Chechnya:  Be  belligerent — perhaps  even  lob  a  missile  on 
Taiwan,  creating  a  crisis  that  could  send  the  island's  economy 
into  recession  (Beijing  is  probably  too  weak  to  successfully  in- 
vade Taiwan  right  now) — and  watch  your  popularity  grow. 

The  U.S.  must  make  clear  to  Beijing  that  it  cannot  shore  up 
its  internal  domestic  situation  by  heating  up  the  crisis  over  Tai- 


wan, that  it  cannot  resolve  the  Taiwan  issue  by  force. 

Selling  Taiwan  the  destroyers  would  be  a  double  deterrent  tci 
China  They  would  be  a  block  against  invasion,  and  the  Aegis  mis 
sile  technology  on  this  class  of  destroyer  could  someday  be  up 
graded  to  a  missile  defense  system.  The  sale  would  emphasize  tha 
truculence  and  threats  will  lead  only  to  a  militarily  strengthenec 
Taiwan.  As  one  wag  put  it,  "The  real  question  is  who  will  crev 
those  ships,  Americans  or  Taiwanese?  If  we  don't  sell  the  ships,  w 
may  have  to  use  them  ourselves  against  a  Chinese  assault" 


ZIGZAGGING  WITH  A  DEMOCRATIC  COMPASS 


TOO  BAD  RUSSIA  DOES  NOT  HAVE  A  PRESIDENT  WITH  THE 
dexterity-cum-democratic  principles  that  Indonesia  enjoys  today. 
This  vast  archipelago's  chief  executive,  Abdurrahman  Wahid, 
was  elected  in  October  after  decades  of 
authoritarian  military  rule.  The  army  is 
still  a  potent  force,  but  Wahid  has  so  far 
done  a  fine  job  of  handling  it. 

One  of  the  first  things  Wahid  did 
was  to  bring  armed  forces  leader, 
General  Wiranto,  into  his  govern- 
ment as  Coordinating  Minister  for 
Political  and  Security  Affairs.  Presi- 
dent Wahid  persuaded  General 
Wiranto  that  becoming  security 
minister  was  a  promotion,  even 
though  it  would  mean  formally  sev- 
ering his  ties  with  the  military,  thus 
cutting  off  Wiranto  from  direct  control  of  his  troops. 

When  a  government-sponsored  human  rights  commis- 
sion issued  a  report  in  January  suggesting  General  Wiranto 
should  face  criminal  investigation  for  not  cracking  down  on 


Wahid  (left)  visited  East  Timor  and  apologized 
for  Indonesia's  bloody  24-year  occupation. 


atrocities  in  East  Timor  last  year,  President  Wahid  seemed  t 
react  indecisively,  first  insisting  the  general  had  to  go  an 
then  hinting  he  could  stay.  It  turns  out  Wahid  is  a  skillfi. 

shadowboxer,  that  the  dithering  wa 
only  a  ploy.  By  the  time  the  maneu 
vering  stopped,  General  Wirant 
found  himself  "suspended"  from  th 
cabinet.  However,  every  Indonesia 
understands  that  the  guy  is  out  fc 
good.  President  Wahid  has  since  pub 
licly  apologized  in  East  Timor  for  a 
of  the  atrocities  committed  since  Ir 
donesia  seized  the  territory  in  1975. 
Wahid  will  need  all  of  his  sparrir 
skills  to  cope  successfully  and  nor 
bloodily  with  his  country's  fractioul 
population.  The  province  of  Aceh,  i 
particular,  has  a  powerful  independence  movement.  But  if  fie: 
ibility-with-direction  can  simultaneously  keep  Indonesia  t( 
gether  and  put  it  on  the  path  to  a  genuine  democracy,  a  la  Indi 
Wahid — and  the  world — will  enjoy  a  momentous  success 


POWER  CORRUPTS 


GERMANTS  ONCE-DOMINANT  CHRISTIAN  DEMOCRATIC  UNION 
party  was  fined  a  staggering  $2 1  million  in  February  for  mas- 
sive violations  of  campaign  finance  laws.  The 
case  principally  concerns  former  Chancellor 
Helmut  Kohl's  secret  slush  funds,  which 
were  funded  by  as-yet-undisclosed  sources. 
Observers  fear  that  the  political  vacuum  cre- 
ated by  the  party's  troubles  will  open  the  way 
for  extremist  groups,  such  as  Austria's  now- 
notorious,  virulently  anti-immigrant  Free- 
dom Party,  whose  recendy  resigned  leader, 
Jorg  Haider,  had  made  sympathetic  noises 
about  Nazi  Germany.  (No  one  is  fooled; 
Haider  will  still  pull  his  party's  strings.) 

The  scandal,  though,  is  the  ugly  symptom 
of  something  more  basic:  Political  corruption 
is  endemic  when  governments  are  as  econom- 
ically dominant  and  inuoisive  as  those  in  Eu- 
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King  Kohl's  slush-fund  troubles  are 
a  symptom  of  too  powerful 
governments. 


rope  today.  In  the  U.S.,  government  at  all  levels  directly  takes  30* 
of  our  GDP.  In  Germany  it  is  47%;  France  54%.  And  the  regul 
tory  tentacles  are  far  tighter  and  more  extei 
sive  in  most  European  Union  nations  th< 
they  are  here.  When  the  state  is  so  crucial 
the  prospering  or  faltering  of  many  business* 
it  is  no  surprise  that  the  political  system  is  ri 
died  with  interests  bearing  gifts  and  donatior 
The  real  cure  is  not  more  laws  and  mo 
fines  but  extensive  deregulation  and  de< 
tax  cutting. 

By  the  way,  genuine  campaign  finance  r 
form  in  the  U.S.  would  allow  individuals  to  gi 
as  much  as  they  wanted  to  a  candidate  or  pai 
as  long  as  there  was  full  and  prompt  disdosu 
Cumbersome  rules  favor  incumbents  and  ( 
tablished  interests,  which  goes  against  the  spi 
of  a  free,  entrepreneurial  society. 


Ah,the 
Internet 

Pioneering  new  marketing  methods. 
Tapping  into  new  markets. 

Getting  sued  by  millions  of  customers  for  violating  their  privacy. 


Consumers  are  becoming  more  savvy  about  protecting  their  personal  information  online.  It's  in 
he  best  interest  of  your  business  to  show  them  that  you  share  their  concern.  PrivaSeek's 
echnology  gives  consumers  control  over  their  online  profiles.  And  empowers  them  to  decide  how 
his  information  is  shared.  Empowering  your  business  with  this  technology  allows  you  to  speak 
o  your  customers  in  an  efficient,  permissioned,  one-on-one  approach.  With  several  packages 
vailable,  incorporating  PrivaSeek's  technology  into  your  website  is 
irtually  effortless.  You'll  know  your  customers  better.  And  your 
ustomers  will  have  greater  confidence  in  you.  www.privaseek.com 
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Khnology  looks  bright  with  ViewSonic 


"Nokia  myy  monitori-lilketoiminnan  amerikkalaiselle 
ViewSonicille" 

Helsingin  Sanomat 

mmmmmmm  nokia  mm&vm 

Chinese  World 
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"ViewSonic  to  take  over  Nokia  display  business" 

Microscope,  U.K. 

"ViewSonic  kauft  Nokia-Monitore" 

PC  Magazin,  Germany 

"Nokia  To  Sell  Its  Branded  Display  Business  To 
ViewSonic" 

Dow  Jones  Business  News 

We  have  entered  the  new  information  economy.  Where  demand  tor 
niched  content,  e-commerce,  business  intormation  and  entertainment 
will  be  supplied  through  a  variety  ot  visual  and  communication  products 
and  services  from  ViewSonic. 

Recently,  ViewSonic,  the  leader  in  visual  technology  purchased  Nokia's 
monitor  and  display  business.  Our  goal  of  enhancing  the  visual 
computing  experience  of  our  customers  has  been  met  with  many 
wonderful  words  of  praise. 

For  more  information  visit:  www.ViewSonic.com 
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OTHER  COMMENTS 


The  nine  most  terrifying  words  in  the  English  language  are: 
"I'm  from  the  government  and  Vm  here  to  help." 

—RONALD  REAGAN 


Heads  Of  the  ClaSS  William  F.  Buckley  once  made  the 
pronouncement  that  he  would  rather  be  ruled  by  the  first  two 
thousand  names  in  the  Boston  phone  book  than  the  combined 
faculties  of  Harvard  and  MIT.  Now  that  we  are  ruled  by  the  com- 
bined faculties  of  Harvard  and  MIT,  you  can  see  what  he  meant 

—DAVID  GELERNTER,  Drawing  Life 

1  line  tO  Act  The  Taiwan  Security  Enhancement  Act 
passed  the  House  by  a  veto-proof  margin.  In  the  wake  of 
China's  latest  belligerence,  the  Senate  should  follow  suit.  Such 
an  action  takes  on  all  the  greater  importance  in  underscoring 
U.S.  commitment  to  the  security  of  Taiwan  insofar  as  the  ex- 
ecutive branch's  calculated  ambiguity  on  this  point  is  only  feed- 
ing the  perception  in  ruling  Chinese  circles  that  an  attack  on 
Taiwan  will — at  least  until  November — be  essentially  cost- free. 
—FRANK  J.  GAFFNEY  JR.,  CENTER  FOR  SECURITY  POLICY, 

Washington  Times 

1  read  Lightly  Thailand  endured  umpteen  coups  be- 
fore its  most  recent  military  government  was  driven  out  in 
1992  by  popular  protest.  The  army  remained  a  shadow  over 
the  politicians  in  the  Philippines  long  after  a  "people  power" 
uprising  in  1986  had  overthrown  the  dictatorship  of  Ferdi- 
nand Marcos.  Both  countries  now  have  strong  democracies. 
Democracy  throughout  the  entire  region,  however,  would  be 
strengthened  if  it  could  be  made  to  work  in  Indonesia,  too. 

How  hard  should  [outsiders]  push  Abdurrahman  Wahid 
when  his  country  is  so  volatile?  Perhaps  not  very  hard,  so  long  as 
he  seems  to  be  going  in  the  right  direction.  Not  everyone  will  be 
pleased,  however,  if  crimes  of  the  past  are  followed  by  neither 


"This  month  your  withholdings  exceed  your  salary — 
so  here's  your  bill." 
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punishment  nor  atonement.  Pardons  for  those  responsible  fo 
atrocities  in  East  Timor  may  be  acceptable  to  some  Timores 
politicians,  but  perhaps  not  to  the  victims  and  their  families.  Th 
U.N.  will  also  want  to  see  some  senior  soldiers  brought  to  boo! 
If  outside  pressure  can  strengthen  Mr.  Wahid  in  his  pursuit  c 
justice,  it  will  be  justified.  If  it  pushes  him  too  far,  the  price  migr. 
include  all  hope  of  building  the  world's  third-largest  democrac 

— The  Economi: 

Good  Work  The  House  voted  to  get  rid  of  the  earning 
cap  on  Social  Security  benefits  for  those  between  the  ages  c 
65  and  69.  The  earnings  cap  change  probably  makes  sense,  give 
how  greatly  circumstances  have  changed  since  the  earning 
penalty  for  older  workers  was  imposed  as  part  of  original  Soci; 
Security  legislation  in  1935.  Back  then,  the  ceiling  was  a  way  t 
move  older  people  out  of  the  work  force  to  open  up  jobs  fc 
younger  folks.  Today  America  needs  every  worker  it  can  muste 
"Why  in  the  world  would  we  want  to  discourage  any  Amer 
can,  whether  they're  1 7  or  67,  from  working?"  asked  House  Wa) 
and  Means  Chairman  Bill  Archer  (R-Tex.).  That's  an  apt  que 
tion  when  companies  are  begging  for  workers.  But  just  remen 
ber:  This  gift  is  easy.  What's  hard  is  truly  fixing  Social  Security. 

— Chicago  Tribur 


tio 


Wrong  Question  The  right  answer  to  the  questi 
How  should  we  select  someone  with  as  much  power  as  the  mat 
aging  director  of  the  International  Monetary  Fund?  is  that  vs 
shouldn't.  The  world's  democracies  never  should  have  cr< 
ated  a  fund,  or  a  managing-director  position,  with  such  va 
discretionary  authority  in  the  first  place. 

The  answer  to  selecting  a  leader  is  to  reform  the  IMF 
charter.  An  IMF  that  focuses  on  crisis  management — wit 
rapid,  effective  liquidity  assistance  at  a  penalty  rate  rather  the 
subsidized  long-term  conditional  loans — would  be  more  e 
fective,  less  corrupt  and  self-financing.  It  would  also  final 
live  up  to  its  own  global-public-goods  rhetoric. 

—CHARLES  W.  CALOMIRIS,  Wall  Street  Journ 

Look  Before  YOU  Leep  Below  are  [errors]  demoi 
strating  that  you  should  always  have  someone  else  read  yoi 
resume  before  you  submit  it. 
•"Married,  eight  children.  Prefer  frequent  travel." 

•  "My  salary  requirement  is  $34  per  year." 

•  "Served  as  assistant  sore  manager." 

•  "Previous  experience:  Self-employed.  A  fiasco." 

— CPA  Client  Bullet 
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experience  known  a*  private  banking  at  J.P  Morgan, 
we  don't  just  nurture  and  manage  assets.  We  guide 
you  through  even  facet  of  wealth  management,  which  is 


really  life  management.  Vml  now  you  can 
power  of  J.R  Morgan.  Online.  For  a  demonst 
please  visit  morganonlinc.com  or  call  the  o. 
Alistair  Jessiman*  at  888  570-2273. 


J.R  Morgan  works  for  me. 


P  Morgan  &  Co  Incorporated.  J.P.  Morgan  is  Ihe  markebng  name  for  J.P  Morgan  ft  Co.  Incorporated  and  its  subsidianes  worldwide.  Morgan  Guaranty  Trust  Company  ot  New  York  and  J  P  Morgan  FSB  arc  FDIC  insured, 
and  rmestment  services  are  provided  by  J.P.  Morgan  Advisors  Inc.  J.P  Morgan  Advisory  Servtoes  Inc.  or  J  P.  Mrjrgan  S<nin1ir»  Inc .  members  SrPC  investments  may  deckle  in  value  ntfudmo.  potential  loss  ol  piinooai 
■  ^e  not  FDC  nsurod  and  are  not  guaranteed  by  a  bar*.  •Afctair  Jessiman  is  a  Managing  Director.  J  P  Morgan  Advisors  mc. 


The  champion  of  the 

individual  investor 

is  now  your  employees' 

401  (k)  hero. 


Copyright  ©  2000.  Morningstar  Associates,  LLC  All  rights  reserved  Morningstar5"  Clearf  uture""  is  offered  by  Morningstar  Associates,  LLC,  a  registered  investment  adviser  and  subsidiary  of  Morning  j 
ClearFuture  and  the  Future  of  Advice  are  servicemarks  of  Morningstar  Associates,  LLC.  Morningstar  and  the  Morningstar  logo  are  servicemarks  of  Morningstar,  Inc. 


ntroducing 

Morningstar 
Clear  Future". 

For  over  15  years,  Morningstar  has  stood 
lesidethe  individual  investor  with  unbiased 
inalysis  and  helpful  information.  Now  we're 
ising  our  expertise  to  give  out  answers  with 
IlearFuture,  a  powerful  yet  easy-to-use 
101  (k)  advice  service  that  revolutionizes 
etirement  planning. 

What  the  !*(k)  should 
do  with  my  401  (k)?? 

It's  difficult  for  companies  to  offer 
imployees  the  kind  of  specific  guidance 
hey  need.  So  who  better  to  give  them 
idvice  on  your  company's  existing  401  (k) 
)lan  than  the  unquestioned  leader  in  mutual 
und  research?  Morningstar  has  the  most 
•omplete  fund  database  in  the  world, 


with  constantly  updated  analyses  on  over 
10,000  funds.  With  this  information, 
ClearFuture  can  spell  out  what  Human 
Resources  can  only  hint  at. 

We  specialize  in  making 
things  simple. 

ClearFuture  was 
created  using  our 
proprietary 
goals-based 
methodology  that 
focuses  on  an 
individual's  hopes 
and  dreams,  then 
maps  out  a 
personalized  401(k) 
strategy  to  get  them 
there.  It's  simple. 


fiercely  unbiased  and  independent, 
ClearFuture  recommendations  are  tailored  to 
the  individual,  not  to  a  line  of  products. 

The  future  of  advice™ 

When  it  comes  to  helping  investors 
make  smart  decisions,  Morningstar  is 
not  just  another 
brand.  We  are 
the  brand.  With 
ClearFuture, 
your  employees 
will  feel   secure 


'•J      Hare's  Our  Recommended  Fund  Allocation: 
Click  the  fund* ■  name  to  &t*  tts  Morningstar  report 
21%  PIMCO  To(W  Return  ln»tl 

"■;; ,      16%  MAS  Mk>  Cap  Growth  im tl 

►  <-      Gabell.Aa^ 
un       14%  Vanguard  International  Growth 


'Sample 


ClearFuture  makes  personalized 
401  (k)  recommendations. 


and  confident 
about  their  401(k). 
The  best  way 
to  learn  about 
ClearFuture 
is  to  try  it  for 
y  o  u  r  s  e  I  f .  V  i  s  i  t 


Fun  to  use.  And  surprisingly  specific.  There  will 
be  no  more  questions  because  we  are  giving 
the  answers.  And  since  Morningstar  is 


http://tour.clearfuture.com  for  a  demonstration, 
or  call  1-877-5CLEAR5  to  speak  with 
a  Morningstar  ClearFuture  representative. 

ClearFuture 
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A  Range  Rover  will  make  you  feel  like  a  million  dollars. 
Unless,  of  eourse,  you're  worth  more. 


1  lave  you  ever  driven  a  Range  Rover? 

Have  you  ever  nm  your  hands  along  its 
leather  steering  »  heel  alter  adjusting  your 

seat  to  the  one  often  positions  that  best 
liu^s  your  spine'' 

Have  you  experienced  the  sheer 

power  of  its  VS  engine  as  you  press  the 
aeeelerator  and  feel  the  rugged  14-gaugc 
steel  frame  responding  to  your  various 
desires? 


Have  you  watched  the  Range  Rover's 
electronic  air  suspension  subdue  an  angry 
mountain  road  with  the  effectiveness  of  a 
12-step  program0  And  have  you  observed 
its  four-channel  all-terrain  ABS  making  a 


-ROVER 


RANGE  ROVER 


slippery  surface  seem  like  a  new  adheq 
product  from  3M? 

While  the  Range  Rover  is  a  sensory 
delight  that'll  make  you  feel  like  seven 
figures,  it  costs  considerably  less.  So  v 
us  at  wAvw.Best4x4.LandRover.com  or 
call  1-800-FINE  4WD  to  find  out  how  > 
can  experience  the  sensation  firsthand 

It's  the  closest  you'll  get  to  euphonj 
without  a  prescription. 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


THE  EU'S  SEPARATE  DEFENSE-A  BAD  IDEA 


'OR  FAR  TOO  LONG  THERE  HAS  BEEN  AN  ASSUMPTION  IN  THE 
oreign  policy  apparatus  of  the  Clinton  Administration  and 
mong  many  foreign  policy  specialists  that  the  European 
Jnion  (EU)  is  a  good  thing  for  America  and  that  we  should 
ncourage  the  "ever  closer  union"  that  is  evolving.  Many 
Europeans  support  an  increasingly  sovereign  EU,  with 
nember  nations  giving  up  more  and  more  of  their  national 
overeignty. 

Since  the  war  in  Kosovo,  there  has  been  a  groundswell 
or  the  EU  to  have  its  own  autonomous  military,  with  a 
ommon  defense  and  foreign  policy  decided  by  a  majority 
ote  of  member  nations.  But,  as  John  Bolton  of  the  Ameri- 
an  Enterprise  Institute  put  it,  Europe  has  been  "wildly  un- 
nthusiastic  about  matching  their  rhetoric  with  their 
tioney"  Member  nations  of  the  EU  are  not  likely  to  pay  the 
ost  of  a  separate  defense  unit  or  their  own  share  of  the  an- 
ual  costs  of  NATO. 

Yet  the  U.K.'s  government,  with  support  from  Mr.  Clin- 
Dn,  keeps  encouraging  the  idea  of  a  common  defense  and 
Dreign  policy  and  a  European  defense  unit,  even  though  this 
/ould  mean  at  best  the  dilution  of  Britain's  already  too  thin 
ational  defense  funding  and  forces. 

A  common  defense  and  foreign  policy  for  the  EU  decided 
y  majority  vote  would  mean  that  if  England  became  a  full- 
edged  EU  member  the  troops,  ships  and  planes  it  con- 
ibutes  to  the  EU  military  force  would  not  be  under  its  con- 
ol.  But  Britain's  Labour  government  has  been  steadily 
eading  in  this  direction.  In  1998  Britain  and  France  agreed 
1  St.  Malo,  France  that  the  EU  "must  have  the  capacity  for 
utonomous  action,  backed  up  by  credible  military  forces." 
hen,  last  summer,  the  EU  agreed  to  develop  a  common  de- 
:nse  policy  and  to  endow  the  EU  with  military  capabilities, 
he  EU  appointed  the  Spanish  Socialist  and  former  Secre- 
iry  General  of  NATO,  Javier  Solana,  to  head  the  EU's  for- 
gn  and  security  policy. 


The  French,  with  their  basically  anti- American  policy  and 
eagerness  to  dissolve  the  Anglo-American  relationship,  are 
delighted,  because  this  has  the  potential  to  weaken  and  di- 
vide NATO.  Prime  Minister  Tony  Blair's  government  likes  the 
idea  because  it  would  enable  the  government  to  take  Britain 
much  further  into  the  EU,  even  if  British  voters  continue  to 
shun  the  idea  of  giving  up  the  pound  in  favor  of  the  ever- 
weakening  euro.  The  Labour  government  has  said  there  will 
be  a  currency  referendum,  but  is  obviously  afraid  even  to 
schedule  it  now. 

Sir  Oliver  Wright,  former  U.K.  ambassador  to  the  U.S.,  got 
it  precisely  right  when  he  wrote  that  "It  would  be  madness  for 
Britain  even  to  think  of  distancing  itself  from  the  U.S.:  We 
have  nuclear  and  intelligence  relationships  there  which  are  lit- 
erally vital  to  our  national  survival,  quite  apart  from  unique 
bonds  with  a  longstanding  friend  and  sure  ally.  Above  all, 
public  opinion  must  know  that  the  [Labour]  government  [in 
the  U.K.]  are  seeking  to  outflank  the  people's  veto  on  the 
pound  by  taking  a  route  to  the  'heart  of  Europe'  which  plays 
fast  and  loose  with  the  nation's  defences."  Expansion  of  the 
EU's  sovereignty  will  not  be  to  America's  advantage.  The 
Clinton  Administration  has  always  blindly  supported  the  idea 
of  a  European  common  foreign  and  defense  policy,  seeming 
to  ignore  the  fact  that  this  is  bound  to  weaken  NATO— one  of 
our  strongest  and  best  defensive  alliances. 

It  is  quite  apparent  that  while  many  countries  have  some 
anti-American  feelings,  they  are  extremely  unlikely  to  sup- 
port the  fiscal  and  other  efforts  needed  to  acquire  a  defense 
capability  that  would  enable  them  to  defend  themselves 
without  NATO's  support. 

We  in  the  U.S.,  of  course,  need  a  strong  NATO  supported 
by  all  its  members,  because  we  could  not  survive  long  in  a 
world  in  which  Europe  had  been  overrun.  That  is  why  it  is  so 
inconceivable  that  the  U.S.  continues  to  support  policies  that 
can  only  work  to  NATO's  and  the  U.S.'  detriment. 


THE  CONSERVATIVES  ARE  ALWAYS  THE  BAD  ONES 


m\  IS  IT  THAT  THE  PRESS  ALWAYS  CALLS  THE  WORST  ELE- 
lents  in  Iran  the  "conservatives"  and  refers  to  the  group 
ientified  with  President  Mohammed  Khatami  as  the  "  re- 
amers" or  even  the  "liberals"? 

The  fanatical  mullahs  who  rule  Iran  and  are  led  by  the 
apreme  religious  leader,  Ayatollah  Ali  Khamenei,  oppose 
uman  rights,  freedom  of  speech  and  religion,  and  all  other 


manifestations  of  an  individual's  right  to  achieve  all  he  or  she 
can.  The  mullahs  believe  in  an  all-powerful  state,  ruled  by  them, 
where  the  individual  does  not  count.  This  is  not  conservatism. 
While  President  Khatami  is  not  pro-America,  he  and 
certainly  some  of  his  followers  believe  in  human  rights 
and  far  more  personal  freedom  than  do  the  clerics.  That  is 
conservatism.  F 
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JSK  Consulting 


People  have  enough 


aggravation  in  their  lives. 


Your  company's 


move  to  the  Net 


shouldn't  add  to  it. 


It's  been  said  the  W^  most  stressfu 
events  in  anyone's  life  are  death,  buying 
a  home  and  getting  married.  That  wai 
before  anyone  tried  integrating  thei: 
entire  company  onto  the  Net.  Fortunateh 
there's  KPMG  Consulting.  A  global  ne 
work  of  17,000  professionals  with  ; 
passion  for  delivering  results  \$Q  ant 
exceeding  client  expectations.  We're  wel 
versed  in  most  industries  on  the  plane 
Not  to  mention,  the  technology  of  th<| 
Net  itself.  We've  developed  powerful 
e-business  strategies  and  architecture 
to  make  the  whole  process  faster  an< 
smoother.  What's  more,  we  help  i 
e-branding,  design  <?v^and  integratin 
disparate  technologies.  We  even  help  h 
vendor  negotiations  and  can  leverage  ou 
experience  in  customer  management.  Plu 
we  provide  fresh  thinking  about  theuniqu 
requirements  of  your  business.  All  to  hel 
you  make  an  easy  transition  to  the  new  eco ' 
omy.  Is  that  a  smile  we  detect?  | 
www.kpnigconsulting.com 


©2000  KPMG  Consulting.  LLC  All  rights  reservel 


DIGITAL   RULES 


By  Rich  Karlgaard,  publisher 

publisher@forbes.com 


HEDGING  ROCKETMAN 


HE  BASKET  OF  TEN  TECH  STOCKS  I  URGED  YOU  TO  BUY  ON 
lay  17  last  year  is  up  125%  in  ten  and  a  half  months.  This 
Dmpares  nicely  with  the  Dow  (down  8%),  the  Nasdaq  (up 
9%)  and  even  the  rabid  weasel  Nasdaq  100  (up  113%)  over 
le  same  period.  But  I  can't  gloat  for  too  long,  because,  if  the 
uth  be  known,  my  good  friend  George  Gilder  has  waxed  my 
ul.  His  own  Telecosm  Paradigm  portfolio,  listed  each  month 
i  the  Gilder  Technology  Report,  has  piled  up — is  your  blood 
ressure  in  check? — a  247%  return  over  the  same  period. 

Over  a  decade,  I've  come  to  know  Gilder  quite  well, 
ilder  is  pure  technology.  To  get  finer  about  it,  Gilder  is  pure 
lips,  storage,  fiber  optics  and  wireless.  Nothing  but  Net,  as 
ie  guru  himself  says.  Or  at  least  the  Net's  core  enabling 
>ols:  pipes,  switches  and  caches. 

The  key  to  Gilder's  success  is  no  mystery.  He  digs  like  a 
3g  to  learn  his  subject,  particularly  if  the  subject  is  narrow 
id  peculiar,  such  as  opto-electronic  switches,  P-N  junctions 
'  a  hailstorm's  effect  on  spread  spectrum  wireless  video 


ansmission. 


this  latest  Gilder  find,  Qualcomm,"  sneered  Gates.  "Spread 
spectrum  is  a  joke.  Everybody  just  knows  that." 

Let's  Get  Practical 

How  do  you  play  Gilder  for  stocks?  Especially  now,  with  Nas- 
daq at  nail-biter  heights  and,  more  worrisome  yet,  with 
Greenspan's  guns  trained  on  stocks?  Easy  answer!  Cobble  to- 
gether your  own  portfolio  consisting  of  Gilder  Telecosm 
stocks,  hedged  by  instruments  of  your  own  liking.  Fiddle 
around  with  the  percentage  of  Gilder  vs.  your  own  hedges 
until  you're  comfortable. 

For  an  illustration,  go  back  to  my  ten-stock  portfolio. 
Broadcom,  JDS,  Uniphase,  Sun,  Lucent  and  MCI  WorldCom 
came  straight  out  of  Gilder's  Telecosm.  That's  six  out  of  ten. 
I  then  hedged  Gilder's  sixpack  with  Cisco,  which  Gilder  dis- 
likes because  he's  sure  that  optical  networks  will  destroy 
Cisco's  Internet  routers  next  week.  Nope.  (Pssst:  My  good 
friend  George  also  predicted  Microsoft's  collapse — um,  in 
1995.  Take  Gilder  on  longs,  not  shorts.)  My  next  hedge  was 
Inktomi.  Gilder  generally  avoids  software,  but  I've  always  re- 
garded Inktomi's  software  search  engine  as  the  beating  pulse 
of  the  Net.  Then  I  picked  Novell  because  I  like  CEO  Eric 
Schmidt.  Gilder  has  since  added  Novell  to  his  Telecosm  port- 


Gilder  plunged  deep  into  nerdville  about  15  years  ago, 
hen  doing  research  for  a  sequel  to  his  bestseller,  Wealth  And 
werty.  The  research  brought  him  to  a  chip  supplier  in 
aho — and  abruptly  to  an  intellectual  crisis.  "I  quickly  grasped 
at  the  silicon  chip  would  remain  opaque  in  my  imagination     folio  on  the  strength  of  Schmidt's  "storewidth"  vision.  Heck, 


Jess  I  first  learned  solid  state  electronics,"  Gilder  told  me. 
Tiat  meant  I  had  to  learn  physics  at  the  quantum  level."  He 
lmediately  set  out  to  do  so,  reading  ten  dozen  books  on 
lysics  and  hanging  out  at  Caltech  like  a  cowlicked  freshman, 
ilder's  efforts  culminated  in  a  book  called  Microcosm.  (I  still 
:ar  Silicon  Valley  serial  entrepreneurs,  such  as  Mansoor  Za- 
ria  of  2Bridge,  quote  entire  paragraphs  from  Microcosm.) 
That  was  in  the  1980s.  But  in  the  1990s  Gilder  became  con- 
need  that  the  speed  of  light  would  be  the  final  impassable 


I  just  like  Schmidt.  Trust  George  about  this  storewidth  stuff. 
For  my  final  hedges  I  picked  those  ultimate  tech  twin 
towers,  IBM  and  AT&T.  Hedges  indeed!  Both  have  dragged 
my  portfolio  down.  But  both  are  solid — better  yet,  irreplace- 
able— and  I'll  stick  with  them. 

Old-Economy  Hedges 

If  tech  makes  you  nervous,  then  fashion  a  portfolio  going 
somewhat  fighter  on  Gilder.  Try  four  Gilder  picks  and  six 


rrier  governing  the  pace  of  all  digital  technology.  This  would     hedges  of  your  liking.  Or  three  and  seven.  Or  two  and  eight. 


( ornately  favor  photons  over  electrons  in  capitalism's  merry, 
ad  dash  for  speed,  power  and  riches.  So  Gilder  took  to  the 

i,iadrangle  once  more  and  read  another  ten  dozen  books,  this 
ne  on  light  and  the  electromagnetic  spectrum,  until  he  could 

'  ss  for  the  ghost  of  Richard  Feynman,  sans  bongo  drums. 

'  Ider  skeptics — and  there  remain  many — argued  that  Gilder's 

•  f-taught  methods  produced  more  fiction  than  science. 
Seven  years  ago,  in  a  Four  Seasons  Hotel  van  with  Bill 

jites,  I  became  involved  in  a  heated  argument  over  Gil- 

'  r  s  perspicacity.  The  great  Microsoft 


Just  be  sure  to  include  some  Gilder.  He  is,  by  far,  the  world's 
best  proxy  for  the  digital  future. 

Your  hedges  should  be  anything  that  gives  you  comfort: 
gold,  dollars,  euros,  Berkshire  Hathaway,  P&G,  Alcoa.  You 
name  it.  Personally,  I  prefer  beaten-down  techies  to  hedge 
Gilder's  flyers.  Of  course,  I  know  that  corner  of  the  market  and 
feel  comfortable  in  it.  Your  expertise  may  lie  elsewhere. 

Let  me  know  how  you  do. 

And,  oh  yes — George  Gilder.  You  can  order  his  superb 
monthly  newsletter  for  $295  by  calling  888- 


r«rt   For  further  discussion  of  this  and  other 
under  insisted  Gilder  didn't  know         ^  topics,  go  to  the  forum  at  our  Web  site    292-4380  or  by  going  to  gildertech.com  on 


"odlesquat  about  technology.  "Take 


at  www.forbes.com/karlgaard. 


the  Web. 
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companiesI  Sara  Lee  has  been  juggling  cold  cuts,  underwear 
and  God  knows  what  else  for  the  last  quarter  of  a  century.  With 
a  new  chief  coming  in,  it's  time  to  decide  what  business  it's  in. 


BY  BRANDON  C0PPLE 

THE  PORTFOLIO  OF  BUSINESSES  AT  SARA  LEE  CORP. 
has  the  makings  of  a  crude  joke — what  with 
Jimmy  Dean  sausages  and  Wonderbra  under  one 


Merrill  Lynch  analyst  Eric  Kal 
man,  should  grow  around  1 ! 
this  year  to  $1.2  billion,  or  $1.3< 
share.  Chief  Executive  John  Bry< 
who  has  held  that  job  since  Gt 
aid  Ford  was  President,  has  also  I 
stituted  a  $3  billion  selloff  of  ma 
ufacturing  assets  that  has  w< 
praise  from  analysts.  He  has  do 
some  modest  buying  in  of  Sa 
Lee  shares;  the  number  outstan 
ing  has  shrunk  by  7%  over  the  p; 
two  years.  But,  clearly,  that's  : 
enough.  Sara  Lee  has  so  many  ( 
ferent  brands — 150  at  last  count 
that  no  one  can  figure  out  wr 
kind  of  company  it  is. 

In  July  Bryan  will  step  dow 
His  successor,  54-year-old  Stevi 
McMillan,  is  another  Sara  Lee  v< 

a^^^MM      I   eran'  w'tn  -4  Ycars  °f  experier 
i     WM  there  running  food  and  houj 

J     /  hold  divisions.  Perhaps  out  of  i 

9     M  sPect  f°r  his  predecessor,  McM 

^^M       s      lan  has  insisted  that  while 
M  I  ijSHKi*    hasn't  ruled  out  a  few  small 
vestitures,  he  won't  make  i 
drastic  changes. 

Maybe  he  should  split  up 
company.  Katzman  figures  tl 
Sara  Lee's  parts  would  be  wor 
$16.50  a  share  if  they  came  in  small,  coherent  pieces.  McM 
Ian  could  start  by  selling  or  spinning  off  Coach,  the  countr 
largest  leather-handbag  maker,  with  $500  million  in  anni 
sales.  Purses  aren't  a  logical  fit  with  Sara  Lee's  underwear ; 


roof.  But  these  days,  Wall  Street  isn't  laughing,      sweatpants,  which  contribute  16%  of  total  revenues.  Coacl 
Shares  of  the  $20  billion  (sales)  food,  apparel  and     big  and  strong  enough  to  go  it  alone.  Prudential  Securities ; 


household  conglomerate  have  fallen  50%  since  November 
1998,  to  a  recent  $14.  The  troubles  started  with  a  few  bad  hot 
dogs — the  wiener-borne  Listeria  that  killed  2 1  people  last 
year  came  from  Sara  Lee  plants  in  Michigan.  The  company 
cleaned  up  its  act  in  processed  meat — but  it  hasn't  been  able 
to  convince  anyone  that  Sara  Lee  is  safe  for  investors. 

You  can't  blame  it  on  weak  earnin;  ,  which,  according  to 
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alyst  John  McMillin  thinks  Coach  could  fetch  $800  million) 
Sara  Lee's  households  division  is  a  great  business  lost  i 
side  Bryan's  vast  conglomerate.  Kiwi  shoe  polish  contribut 
$290  million  last  year.  With  a  bunch  of  air  fresheners,  ins< 
ticides  and  shampoo  you've  never  heard  of,  the  compan) 
becoming  the  Procter  &  Gamble  of  Europe,  where  it  g>j 
three-quarters  of  its  $2  billion  in  sales.  From  1994  to  1999 1 


Am;  Way  Ynu  Slice  It... 


Sara  Lee  is  a  messy  conglomerate,  branding  everything  from 
lingerie  to  cheesecake  and  aftershave  to  green  tea.  Its  most 
promising  business,  food  service,  is  virtually  unknown. 


Household  &  Body  Care 

(Kiwi  shoe  polish,  shampoos. 
furniture  polish) 

Coffee  and  Tea 
(Chock  Full  o'  Nuts) 

food  Service 
(food  to  restaurants) 


1999  Revenues 

All  figures  in  billions 


Branded  Apparel 

(Hanes,  Wonderbra.  Playtex.  Coach) 


(hot  dogs,  cold  cuts,  pastries) 


ousehold  group's  operating  income  grew  at  a  6%  com- 
ound  rate,  same  as  P&G's.  Valuing  the  division  at  P&G  rates 
t  trades,  after  the  Mar.  7  selloff,  at  two  times  sales),  Sara 
ee's  soap-and-polish  outfit  is  worth  $4  billion. 
That  would  leave  McMillan  with  his  core  food  and  ap- 


parel groups,  which  he  couldn't  get  rid  of  even  if  he  wanted 
to.  Food  margins  have  been  squeezed  by  consolidating  grocers 
and  restaurant-going  consumers;  when  commodity  prices  re- 
bound this  year,  they  will  get  compacted  some  more.  In  knit- 
wear, Sara  Lee's  Hanes  and  Champion  brands  have  seized  the 
number  one  position,  thanks  largely  to  Fruit  of  the  Loom's 
implosion.  But  with  Fruit  bonds  going  for  40  cents  on  the 
dollar  while  the  company  bails  itself  out  of  bankruptcy, 
McMillan  would  have  a  tough  time  finding  somebody  to  pay 
a  fair  price.  Still,  those  groups,  standing  alone,  could  be  worth 
another  $4  billion  without  the  distractions  of  lesser  businesses. 

For  now,  Sara  Lee  is  stuck  in  a  buying  mode.  On  Valen- 
tine's Day  the  company  launched  a  hostile  bid  for  Courtalds 
Textiles  Pic,  a  British  maker  of  mostly  unbranded  under- 
wear. Sara  Lee's  offering  price — $166  million — amounted  to 
only  three  times  operating  earnings  (net  before  depreciation, 
interest  and  taxes). 

That's  cheap,  but  shareholders  of  Sara  Lee  are  not  thrilled 
about  plans  to  spend  their  money  in  England:  Since  launch- 
ing the  bid,  Sara  Lee  has  seen  its  shares  fall  another  17%.  If 
nothing  else,  Steve  McMillan  ought  to  think  about  having 
Sara  Lee  buy  one  of  the  cheapest  assets  out  there:  some  more 
of  its  own  shares.  F 


Got  It  @7-Eleven 


-commerce  America's  monster  retail  chain  aims  to  be  a  Web 
epot.  Cash  checks  and  pick  up  parcels  while  filling  your  Slurpee. 

Y  BENJAMIN  FULFORD  7-Eleven  will  offer  bill  payment,  pay- 

■   NEW   CHANNEL    FOR   E-COM-      roll  check  cashing,  money  wiring  and 


r  CHANNEL  FOR  E-COM- 
merce  is  headed  for  the  U.S.  One 
of  North  America's  most  perva- 
've  retailers,  7-Eleven  Inc.  (6,200 
•aits),  will  be  installing  ATM-like  ma- 
rines in  its  stores  that  will  be  Web- 
iked.  These  personal  transaction  ter- 
minals will  be  tied  into  a  delivery  and 
'lyment  system  that  promises  to  make 

Elevens  a  depot  for  e-commerce. 
1   A  flaky  idea?  Well,  it's  working  in 

pan.  Ito-Yokado  Corp.,  a  retail  giant 

•iat  owns  the  7-Eleven  chain  in  Japan 

1  us  72%  of  the  U.S.  chain,  now  feels 

■  ady  to  export  Web-updated  aspects 

the  home  operation.  In  Japan, 

here  convenience  stores  are  in  nearly 
,rery  urban  neighborhood,  they  are 
;ed  to  pay  routine  bills  such  as  those 
!  r  utilities  and  to  pick  up  and  pay  for 

ndry  deliveries. 

'  Beginning  with  250  stores  in  the 
1  alias-Fort  Worth  area,  this  summer 


ticket  purchasing  for  entertainment 
events  and  travel — all  on  the  souped- 
up  terminals.  Next  step  (negotiations 
are  under  way):  Get  Web-order  com- 
panies to  send  products  to  the  7- 
Eleven  distribution  network  for 
pickup  at  a  nearby  store.  The  method 
cuts  costs  and  doesn't  demand  that 
the  customer  be  at  home  when  the 


Site  line:  Similar  7-Eleven  terminal  in  store  for 


truck  arrives.  Just  grab  the  package 
and  go  with  a  beverage. 

Can  minimum-wage  counter-help 
keep  all  this  straight?  They  can  if  their 
employer  designs  simple  systems.  7- 
Eleven  employees  already  fill  depleted 
shelves  by  ordering  from  handheld 
terminals.  "Nobody  else  in  the  U.S. 
has  that,"  says  James  Keyes,  chief  op- 
erating officer  of  7-Eleven  U.S. 

Big  items  will  have  to  go  else- 
where— 7-Eleven  stores  average  only 
2,600  square  feet,  after  all — and  it  will 
take  at  least  a  year  to  roll  out  this  net- 
work nationwide.  But  for  a  company 
that  has  prided  itself  on  inventory 
management  (contracted  out 
to  an  arm  of  Wal-Mart  and 
others  in  the  U.S.),  this  is  a 
natural. 

How  can  Amazon.com  be 
selling  so  much  and  still  losing 
money?  "They  have  a  giant 
warehouse  so  they  have  to  pay 
rent,  pay  wages  for  warehouse 
employees  and  carry  a  huge 
amount  of  inventory  at  their 
own  risk,  because  not  every 
U.S.      book  is  going  to  get  sold,"  says 
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7-Eleven  Japan  Vice  Chairman  Masaaki 
Kamata.  "The  Internet  is  not  a  manu- 
facturing and  warehousing  business  but 
an  intermediary  commission  business." 
Japan  is  not  the  U.S.,  but  patterns 
there  bode  well  for  this  scheme.  At  Es- 
books,  a  Japanese  book  Web  site  set  up 
last  November,  93%  of  people  who 
bought  books  have  chosen  to  pick 
them  up  at  7-Eleven  instead  of  having 
them  home-delivered. 


Ito-Yokado  seems  to  know  what 
it's  doing.  U.S.  7-Eleven  saw  its  rev- 
enues rise  13.6%  to  $8.35  billion  in 
1999,  while  operating  earnings  (net 
before  depreciation,  interest  and 
taxes)  grew  18%  to  $435  million.  In 
Japan,  despite  a  severe  recession,  sales 
grew  6.2%  to  $17.6  billion,  while  prof- 
its rose  5.7%  to  $590  million. 

Trials  over  the  past  two  years  at  37 
7-Eleven  outlets  in  the  Austin,  Tex. 


area  showed  the  24-hour  automate 
way  of  getting  or  sending  cash  w; 
popular  with  both  the  unbanked  ar 
the  simply  busy.  Bad  news  for  the  pa' 
day  mom-and-pop  outfits  that  ha^ 
blossomed  in  recent  years,  but  wh 
about  Western  Union  and  Ameria 
Express,  which  also  are  in  the  conv 
nient-money  business?  Guess  what- 
they've  aligned  with  7-Eleven 
planned  gambit. 


Family  Favorite 

deals!  Media  companies 
have  long  used  supervoting 
stock  to  thwart  unwanted 
takeovers.  It's  been  fine  for 
their  founding  families— but 
not  so  great  for  investors. 

BY  BRETT  PULLEY 

TIMES  MIRROR  CO.'S  AGREEMENT 
to  be  acquired  by  the  Tribune  Co. 
for  $6  billion  looks  like  a  sweet 
deal — especially  for  the  Chandler  clan, 
who  took  over  the  Los  Angeles  Times  1 20 
years  ago.  Ordinary  people  who  own 
Times  Mirror  shares  will  get  up  to  $95 
in  Tribune  stock  and  cash — and  get 
taxed  on  the  payout.  Holders  of  family- 
controlled  stock  will  be  paid  entirely  in 
stock,  thereby  postponing  their  day  of 
reckoning  on  the  capital  gains  taxes. 

Not  that  the  non-Chandler  share- 
holders could  have  vetoed  the  deal  if  they 
had  wanted  to.  That's  because  while 
Chandler  descendants  hold  only  24%  of 
all  outstanding  shares  of  Times  Mirror, 
they  nonetheless  control  65%  of  the 
share  vote.  No  one  can  stop  them. 

And  so  it  goes  in  the  media  world, 
where  founding  families  are  more  equal 
than  you  and  I.  Under  the  guise  of  safe- 
guarding the  editorial  independence  of 
the  New  York  Times,  the  Wall  Street  Jour- 
nal and  other  bastions  of  journalism, 
founding  families  have  maintained  full 
control  of  their  companies  while 
nonetheless  cashing  in  by  selling  oft 
of  their  stakes  to  the  public. 
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In  most  cases  they  have 
done  so  by  setting  up  two 
unequal  classes  of  stock:  a 
supervoting  class  controlled 
by  family  insiders  and  a 
nonvoting  or  lower-voting 
class  for  the  rest  of  us.  Dow 
Jones  &  Co.,  publisher  of 
the  Wall  Street  Journal,  ac- 
complished this  by  making 
its  supervoting  shares 
transferable  only  by  gift  or 
inheritance.  Other  print 
publishers  created  low- vot- 
ing shares  for  public  con- 
sumption at  the  time  they 
went  public.  Among  the 
media  lords  separating 
ownership  from  control: 
Sumner  Redstone,  who 
holds  a  28%  stake  in  Via- 
com but  67%  of  the  vote. 

"It's  a  way  for  families 
to  entrench  themselves. 
They  sell  off  the  lower-vot- 
ing stock  for  what  I  call 
BMW  money,"  says  David  J. 
Winters,  a  senior  vice  presi- 
dent at  Mutual  Series  Fund, 
which  owns  large  stakes  in 
Dow  Jones  and  the  Wash- 
ington Post  Co. 

The  approach  has  deliv- 
ered an  intended  result:  Hostile 
takeovers  of  media  companies  are  all 
but  unheard  of.  But  that  same  insula- 
tion also  depressed  some  media  stocks. 
Dow  Jones  stock  languished  for  most  of 
the  Nineties,  since  the  Bancroft  family, 
descendants  of  the  Wall  Street  Journal's 
founder,  holds  a  41%  stake  and  68%  of 


the  vote.  The  stock 
climbed  nicely  in  rece 
months — but  only  aftei 
couple  of  family  dissidei 
began  to  rail  publi< 
against  management. 
And  while  the  supervc 
ing  shares  deprive  a  stock  of  takeo\ 
value,  they  also  let  family  members  re 
benefits  unavailable  to  the  rank-and 
At  Times  Mirror  the  Chandler  fam 
got  favorable  treatment  in  1995  in  a 
capitalization:  Only  family  holders  w< 
entitled  to  a  special  class  of  preferr 
shares  paying  a  fat  dividend.  In  soi 


NUITIES 


'tis  will  have  enough  worries  when  they've  got  families  of  their  own.  So  to 
nreut  me  from  being  a  burden  later  in  life,  my  MetLife  rep  showed  me  how  I 
(/>  money  coming  in  after  I  retire  -  with  a  Preference  Plus  Account.  It's  a 
/erred,  variable  annuity  tailored  to  my  retirement  needs.  Once  again,  it's 
V  -  a  good  education  goes  a  long  way. 

how  annuities  can  fit  into  your  retirement  plans,  call  1  -800-MetLif e. 
.it  us  at  www.metlife.com. 

GET  MET.  IT  PAYS! 


MetLife 

Financial  Services 


ropolitan  Lite  Insurance  Co  .  NY.  NY  E99084KG4  MLIC-LD  For  more  complete  information  about  a  Preference  Plus  Account,  including  charges  and  expenses,  call  lor  a  tree  prospectus  Read  it  carefully  before  investing 
United  Feature  Syndicate.  Inc 
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cases,  such  as  SFX  Entertainment's 
pact  to  merge  with  Clear  Channel 
Communications,  it  is  becoming 
clear  that  dual  stock  structures  can 
unduly  favor  founders. 

Public  holders  recently  filed  a 
lawsuit  against  Robert  F.X.  Siller- 
man,  chairman  of  SFX,  the  concert 
promotion  and  sports  talent  agency, 
alleging  unfair  advantage.  Sillerman 
holds  98%  of  the  company's  Class  B 
supervoting  stock;  his  number  two, 
Michael  G.  Ferrel,  holds  the  rest. 
They  will  receive  a  66%  higher  price, 
in  the  form  of  Clear  Channel  shares, 
than  public  investors  will  get. 

That  is  exactly  the  kind  of  criti- 
cism that  Playboy  Enterprises  Chief 

"They  sell  off  the 
lower-voting  stock 
for  what  I  call 

BMW  money" 


Executive  Christie  Hefner  took  steps 
to  avoid  in  1990  when  Playboy  re- 
capitalized and  set  up  a  two-class 
stock  structure.  Before  moving  for- 
ward with  the  plan,  Hefner  con- 
sulted with  Warren  Buffett. 

He  suggested  a  clause  stipulating 
that  anyone  who  tenders  for  the 
Playboy  voting  stock  must  pay  the 
same  price  for  the  nonvoting  stock. 
She  adopted  it,  to  shareholder  ap- 
plause. The  Hefner  family  still  con- 
trols 70%  of  Playboy  voting  stock 
but  only  40%  of  all  shares. 

At  a  time  when  anyone  with  a 
Web  site  can  be  a  publisher  (witness 
Matt  Drudge),  are  two  classes  of 
stock  still  necessary?  That  is  a  call 
only  the  controlling  families  have 
the  clout  to  make.  Tribune  Co. 
avoids  the  two-class  setup,  and  it 
will  wipe  out  Times  Mirror's  two 
classes  of  stock  when  the  deal 
closes.  One  might  hope  that  will 
shake  things  up  and  prompt  more 
media  families  to  do  the  same.  We 
wouldn't  bet  on  it.  F 


Smooth  Operators 

T  R  E  N  D  s  I  Two  manufacturers  vie 
for  a  lead  in  lasers  to  remove  hair. 

BY  RISHAWN  BIDDLE 

AMERICA  IS  ON  THE  WARPATH  AGAINST 
unsightly  hair.  The  fanciest  weapon  is 
the  laser,  with  the  number  of  treat- 
ments skyrocketing  from  an  estimated 
1,500  in  1996  to  500,000  in  1998  and  an  ex- 
pected 1  million  by  next  year.  It's  touted  as 
a  quicker  and  less  painful  alternative  to 
electrolysis,  waxing  or  the  good  old  razor. 

Women  dominate  the  customer  base, 
looking  to  remove  facial  and  leg  hair  or, 
most  often,  to  get  a  tight  bikini  line.  Men 
come  in  to  zap  back  hair  or  beards. 

Lasers  must  be  deployed  under  a  doc- 
tor's supervision,  and  costs  for  a  round  of 
treatments  range  from  $450  for  the  bikini 
line  to  $6,000  for  legs.  Ads  fill  the  pages  of 
hip  urban  publications,  and  doctors  love 
this  work  because  it  pays  cash. 

As  long  as  hairiness  is  out  of  fashion 
or  there's  demand  for  lasers'  other  cos- 
metic uses  (such  as  smoothing  wrin- 
kles or  removing  tattoos,  which  at 
least  10%  of  Americans  now  sport), 
business  may  stay  brisk  for  the  two 
dominant  manufacturers,  Coherent 
Inc.  and  Candela  Corp.  Coherent 
makes  the  LightSheer  diode  machine, 
Candela  the  so-called  GentleLase — 
both  marketing  favorites. 

Coherent  is  a  Silicon  Valley  pioneer 
with  lineage  to  Intel  cofounder  Robert 
Noyce.  Lasers  for  semiconductor  man- 
ufacturing are  one  of  its  main  plays; 
cosmetic  lasers  accounted  for  13%  of 
its  $500  million  in  latest  12-month 
sales.  Candela,  at  $70  million  in 
total  revenues,  beams  in  on  the 
cosmetic  trade  with  lasers  aver- 
aging $70,000  apiece. 

Both  companies  are  prof- 
itable; their  stocks  have  had 
triple-digit      percentage 
gains  in  the  past  year.  Un- 
less you  own  a  medical 
practice,  however,  pro- 
ceed with  care:  In  the 
tickle  looks-biz,  it's 
easy  to  get  shorn,    r 
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troducing  i2i.  Now  there's  a  revolutionary  new  concept  in 
lime  trading  tor  global  businesses.  It's  called  i2i,  an  Internet- 
>anning  network  of  world-class  companies  that  connects  buyers 
id  sellers  into  an  industrial-strength  e-marketplace.  There's  never 
sen  anything  quite  like  it.  i2i  gives  you  a  choice  of  three  forms 
transactions — classifieds,  auctions,  and  exchanges — on  a 
mipletely  secure  and  confidential  trading  platform  that  you  can 
istomize  to  fit  your  particular  needs.  In  addition,  you  can  click 
nir  way  through  the  transaction  with  support  services  ranging  from 
ipection  to  shipping.  And  because  of  our  partnership  with  SAP, 
hi  can  seamlessly  integrate  your  company's  operations  with  our 
iding  platform.  i2i.  The  click  you've  been  waiting  to  hear. 


industry     industry 
Trade  With  Industrial  Strength' 


bei  ome  a  member  today,  please  visit  us  at  www.i2i.com  or  call  1-888-840-4490. 
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Speed 
Demons 

COMPUTERS   Compaq 
sets  a  new  world  record  for 
processing  performance.  Sun 
and  IBM  immediately  cry  foul. 

BY  DANIEL  LYONS 

FOR  MORE  THAN  A  DECADE  ENGI- 
neers  have  imagined  a  day  when 
computers  running  cheap  Intel 
processors  would  outgun  the  million- 
dollar  big  iron  from  IBM,  Sun  Microsys- 
tems and  the  like. 

It  just  happened.  In  February  a  96- 
chip  server  from  Compaq  Computer 
shattered  the  world  speed  record  that 
IBM  had  set  only  a  few  months  before 
with  a  big  Unix-based  computer  that 
costs  almost  twice  as  much.  Intel-based 
machines  have  long  bested  big  boxes  in 
price  performance.  Now  they  have 
taken  the  lead  in  raw  power. 

The  response  from  IBM  and  Sun?  An 
orchestrated  yawn,  and  suggestions  that 
Compaq  cheated — or  at  least  bent  the 


rules — and  produced  little  more  than  a 
cheap  publicity  stunt.  "I'm  disappointed 
in  Compaq,"  says  David  Gelardi,  direc- 
tor of  benchmarking  at  IBM. 

The  milestone  is  in  part  about 
bragging  rights,  but  it  also  portends 
possible  turmoil  in  the  computer  busi- 
ness. In  the  early  1990s  IBM's  main- 
frame business  was  blindsided  by 
cheaper  Unix-based  machines  from 
Sun,  Hewlett-Packard  and  others.  Now 
those  Unix  boxes,  including  IBM's  own 
entries,  are  themselves  threatened  by 
a  swarm  of  companies  pushing  Intel- 
based  servers.  These  low-priced  ma- 


item  sales  order.  IBM's  short-live 
record  holder,  an  RS/6000  S  80  serve 
clocked  in  at  a  mere  135,815  tpm.  Th 
comparison  comes  not  from  Compa< 
but  from  the  independent  Transactio 
Processing  Performance  Council. 

That  puts  Compaq  ahead  by  67% : 
speed.  Better  yet,  the  Compaq  machir 
costs  $4.3  million,  versus  $7.1  millio' 
for  the  IBM  machine  and  $13.1  millic 
for  a  comparable  Unix  machine  froij 
Sun  Microsystems. 

"The  little  fish  ultimately  will  eat  tr 
big  fish,"  says  Mary  McDowell,  gener 
manager  of  Compaq's  server  division 


Sun  and  IBM  suggest  that  Compaq  cheated  and 
produced  little  more  than  a  cheap  publicity  stunl 


Such  a  Deal! 


chines  will  have  special  appeal  for 
companies  hungry  for  horsepower  to 
run  Web  sites. 

Built  for  speed,  the  Compaq  system 
lashes  together  96  high-power  chips  in 
a  cluster  of  12  muscle-bound  servers  to 
perform  227,079  transactions  per 
minute.  A  transaction  might  be  a  data- 
entry  clerk  at  J.  Crew  inputting  a  ten- 


I 


Compaq,  in  a  first,  produced  an  Infel-based 
server  that  delivers  more  raw  horsepower  than 
Sun  and  IBM  boxes,  and  does  it  for  a  fraction 
of  the  price.  Those  are  numbers  that  will  make 
the  number  crunchers  happy. 


COMPAQ  PROLIANT       IBM  RS/6000 


8500-96P 
Windows  2000,  Microsoft 
SQL  Server  database 
Processors:  96 
Price  per  transaction:  $19.12 


MODELS  80 

AIX  (Unix)  operating  system, 
Oracle  database 
Processors:  24 
Price  per  transaction:  $52.70 


SUN  ENTERPRISE 
6500  CLUSTER 

Solaris  (Unix)  operating 
system.  Oracle  database 
Processors:  96 
Price  per  transaction:  $97.10 


Source:  Transaction  Processing  Performance  Council. 


Sun  and  IBM  say  no  way.  Their  be 
is  that  Compaq  used  a  new  databa 
technology  from  Microsoft  that  pn 
duces  speedy  benchmarks  but  isn 
practical  in  the  everyday  busine 
world.  Microsoft's  new  SQL  Server  20( 
database  relies  on  a  technique  calk 
"shared  nothing"  to  break  up  a  datj 
base  across  multiple  computers  rath 
than  keeping  a  single  database.  Con 
paq's  computer  was  a  cluster  of  1 
servers,  each  running  8  processors. 

Officials  at  Sun  and  IBM  say  "shari 
nothing"  won't  cut  it  in  the  real  worl 
because  it's  a  nightmare  to  mainta 
when  run  on  12  separate  databases.  M 
crosoft  insists  the  approach  is  legit 
mate,  pointing  out  that  others  hai 
been  using  it  for  years.  IBM,  in  fact,  us 
"shared  nothing"  when  it  runs  its  Dlj 
database  on  clusters  of  servers. 

Computer  geeks  can  stay  up 
night  debating  this  stuff.  But  the  ar 
ment  overlooks  the  larger  point,  whi 
is  that  Intel  and  its  allies  are  catching  u 
with  their  bigger  rivals.  Compaq,  Dc 
and  others  have  eight-processor  sy 
terns,  and  Unisys  has  a  server  that  rui 
32  Intel  processors.  The  chips  then 
selves  could  almost  double  in  spee 
later  this  year. 

The  folks  at  Sun  say  they  aren't  tl 
least  bit  worried.  But  history  sugges 
they  should  be. 
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registered  my  sharp  idea 


www.engardefitness.com 


aron  Monplaisir,  Olympic  fencer  and  entrepreneur, 
gistered  her  domain  name  at  register.com. 
gister  your  business.  Register  your  passion, 
agister  your  dreams.  Take  your  first  step  on  the 
2b  today  at  www.register.com. 


OUTFRONT 

Megaflop 

computers  Why  did  that 
great  icon  of  technology,  Cray 
Research,  shrink  to  a  shadow 
of  its  former  self? 

BY  SETH  LUBOVE 

WHEN  IT  WAS  ANNOUNCED  LAST 
month  that  Silicon  Graphics 
will  sell  the  remains  of  Cray 
Research  to  Tera  Computer,  a  money- 
losing  outfit  with  greater  ambitions 
than  assets,  there  was  a  collective  yawn 
on  Wall  Street.  The  price  tells  every- 
thing: less  than  $100  million,  and  most 
of  that  in  IOUs. 

A  sad  juncture  for  one  of  the  most 
storied  companies  in  technology.  Sey- 
mour Cray  was  an  eccentric  genius  who 
founded  Cray  Research  in  1972  and 
went  on  to  make  the  fastest  machines  in 
computerdom.  He  moved  fast  on  Wall 
Street,  too;  Cray's  stock  more  than 
quadrupled  between  1976  and  1987. 

Sales  peaked  in  1994  at  $922  mil- 
lion, but  the  stock  had  already  com- 
menced a  long,  painful  decline.  In 
1996,  the  same  year  the  founder  died 
after  a  car  crash,  Silicon  Graphics 
picked  up  the  firm  for 
$767  million — a  decep- 
tively handsome  price, 
given  that  Cray's  assets 
included  $255  million 
in  cash. 

What  brought  Cray 
to  the  present  low  point? 
The  fact  that  it  depended 
heavily  on  the  whims  of 
government  orders  has  a 
lot  to  do  with  it. 

Like  the  defense  busi- 
ness, the  supercomputer 
industry  blows  with  the 
winds  of  government 
spending  and  half-baked 
industrial  policy.  The  be- 
ginning of  the  end  for 
Cray  began  in  the  late 
1980s,  when  the  Defense 
Advanced  Research  Proj- 
ects Agency,  or  Darpa, 


•  Timeline 

Famed  as  much  for  his 
eccentricities  as  for  his 
genius,  Seymour  Cray's 
life  would  end  in  tragedy 


Cray  joins 
Engineering  Research 
Associates,  ultimately 
swallowed  by  Unisys. 

Cray  helps  start 
Control  Data  Corp.  with 
Engineering  Research 
founder  William  Norns. 


V 


I 


Cray's  last  day?  Tera's  Terren  Peizer  and  Chief  Jim  Rottsolk 


decreed  that  massively  parallel  com- 
puters could  handle  the  work  of  Cray's 
vector-based  supercomputers.  (The 
difference:  In  parallel  computing,  a 
problem  is  divided  among  hundreds  of 
processors  working  simultaneously;  in 
a  vector  machine,  there  are  a  handful  of 
more  powerful  processors  but  they  can 
perform  an  identical  arithmetic  oper- 
ation on  a  row  of  different  numbers 
at  once.) 

Overnight,  develop- 
ers of  parallel  comput- 
ers, such  as  Thinking 
Machines  and  Kendall 
Square  Research,  be- 
came the  preferred  ven- 
dors for  government- 
subsidized  labs. 

Cray  jumped  into  the 
fray  with  its  own  parallel 
computer,  the  T3D.  But 
just  as  that  business  was 
taking  off,  Darpa  cooled 
off  its  supercomputer 
funding.  Thinking  Ma- 
chines and  Kendall  tum- 
bled into  bankruptcy. 

With  the  end  of  the 
Cold  War  and  a  ban  on 
nuclear  testing  came  a 
new  government  edict  in 
the  early  1990s:  Simulate 


Cray  strikes  out 
on  his  own  to  form 
supercomputing  legend 
Cray  Research. 

Cray  Research 
sold  to  SGI.  Cray  dies 
after  his  successor  firm 
ends  up  in  bankruptcy. 


the  nuke  tests  •■ 
high-powered  coi- 
puters.  This  is  a  hue 
$5.2  billion  proje , 
overseen  by  the  E- 
partment  of  Ener;*. 
Companies  such  s 
IBM  and  Silici 
Graphics  built  en- 
ters of  mostly  off-tl  - 
shelf  servers  a  j 
commodity  procci- 
sors  that,  when  com- 
bined, could  theorf|- 
cally  do  as  mak 
operations  per  s<f- 
ond  (flops,  in  tie 
computer  lingo)  ,s 
the  far  more  costiyj- 
ternative:  a  Cray  M 
percomputer. 
Cray  realized  that  it  couldn't  m<le 
it  on  its  own  in  such  a  world  and  encd 
up  in  the  hands  of  Silicon  Graphics.  In 
what  must  pass  for  one  of  the  greatjrt 
strategic  blunders  in  history,  that  fin 
unloaded  Cray's  fledgling  Spa,:- 
processor-based  CS6400  server  buS- 
ness  to  Sun  Microsystems  in  1996  »r 
the  piddling  sum  of  $21  million.  SB 
sold  $1.5  billion  of  the  servers  in  ibe 
first  18  months  and  has  made  SiliJ 
Graphics'  life  miserable  ever  since. 

Now,  after  doing  everything  it  cci 
to  get  away  from  Cray's  brand  of  sup: 
computing,  the  government  has  decicd 
that  there  is  a  "crisis"  in  supercompt- 
ing,  especially  for  high-end  indust:ll 
applications.  The  feds  are  back  to  suli- 
dizing  the  development  of  Cray's  lai$t 
machine,  the  SV2. 

Silicon  Graphics  sees  a  better  futie 
in  the  clustered  high-end  server  bii- 
ness  and  has  decided  to  exit  vector  f- 
percomputing.  Tera,  which  has  shipjti 
all  of  one  supercomputer  system  (it 
that  based  on  a  unique  architecture  til 
differs  from  Cray's),  is  willing  to  mata 
go  of  resurrecting  Cray. 

"Cray  will  be  a  big  name  again,"  J 
sures  Tera's  chairman,  Terren  Peizea 
former  protege  of  Michael  Milken. 

If  Seymour  Cray  were  alive  toda\u 
would  look  at  his  creation  and  weepf 
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When  talking  about  retirement 

the  word  "speedy"  usually  doesn't  come  to  mind. 


INTRODUCING  THE  3-MINUTE  E*TRADE"  IRA.  Signing  up  for  a  retirement 
plan  shouldn't  take  forever.  That  would  defeat  the  purpose.  Our  3 -minute 
IRA  has  no  setup  fees,  annual  maintenance  fees  or  minimum  initial 
deposits.  Visit  ira.etrade.com  or  call  1-80OETRADE-1.  Act  now-  before 
your  lead  foot  is  fitted  for  an  orthopedic  shoe. 

Ifs  time  for 

EfTRADE 


aol  keyword:  etradeira  &  2000  E'TRADE  Securities,  Inc.  All  rights  reserved.  Member  NASD/SIPC.  E*TRADE  is  a  registered  trademark  of  E*TRADE  Securities. 
System  response  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions  and  system  performance. 
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The  $20  Million  Phone  Call 

venture  capital!  Wiring  a  hundred  grand  to  a 
stranger  for  a  sketchy  business  plan  seems  nuts.  But  hey, 
that's  how  things  get  done  now  in  the  Valley. 


BY  CARLEEN  HAWN 

IT  MAT  NOT  HAVE  WORKED  OUT  SO 
well  for  Darva  Conger,  but  in  Silicon 
Valley  jumping  into  bed  with  a  rich 
man  you  hardly  know  for  financial  gain 
can  be  blissful. 

So  it  was  for  M.R.  Rangaswami.  A 
former  marketing  executive  at  Oracle 
and  Baan,  Rangaswami,  45,  now  spends 


Thanks.  Farzad! 


his  time  plowing  the  millions  he  reaped 
in  Baan  stock  into  Internet  startups 
through  his  private  incubator,  the  Sand 
Hill  Group. 

Late  on  the  morning  of  Feb.  23, 
1998  Rangaswami  was  enjoying  the 
view  of  the  Catalina  Mountains  from 
his  home  office  outside 
sunny  Tucson,  Ariz. 
The  phone  rang.  The 
caller  was  Farzad 
Dibachi,  himself  an 
Oracle  alum,  whom 
Rangaswami  had  met 
once.  Dibachi  said  he 
was  wrapping  up  the 
first  round  of  financ- 
ing for  a  Web  business, 
which  he  cryptically 
described  as  involving 
"knowledge"  and 
"management."    He 


Niku  is  in  demand  for  its 
software  for  consultancies, 
ad  agencies  and  law  firms. 

$120     ^"o  scale 
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couldn't  be  more  specific,  and  he  had 
no  business  plan  yet.  But  if  Ran- 
gaswami wanted  in,  said  Dibachi,  he 
had  24  hours  to  decide. 

Rangaswami  said,  "Great  Where  do 
I  send  the  money?"  He  recalls  glibly,  "I 
may  have  asked  him  about  the  com- 
pany's valuation,  I'm  not  sure."  No 
matter.  The  following  week,  Sand  Hill 
Group  wired  Dibachi  $100,000.  It 
would  be  months  before  Rangaswami 
learned  what  he  had  invested  in. 

So  it  goes  in  the  Valley  today: 
Money  is  cheap,  good  ideas  are  scarce, 
trustworthy  partners  scarcer  still.  "I 
did  it  because  I  knew  he  was  a  smart 
guy.  I  knew  he'd  figure  out  the  busi- 
ness model,"  says  Rangaswami. 

He  had  reason  to  trust  Dibachi.  In 
1995,  at  the  ripe  age  of  31,  Dibachi  left 
Oracle  and  founded  an  "information 
appliance"  company  called  Diba.  He 
sold  it  to  Sun  Microsystems  for  an  esti- 
mated $75  million  18  months  later. 

Dibachi  eventually  figured  out 
that  business  model,  which  became 
Niku,  a  Redwood  City,  Calif,  com- 
pany whose  software  automates  or- 
ganizational headaches  at  consultan- 
cies, law  firms  and  ad  agencies.  Its 
Web  unit  connects  service  peddlers 
with  clients  over  the  Net. 

Niku  went  public  in 
February.  The  stock 
tripled  on  its  first  day  of 
trading  and  recently 
closed  at  $71,  giving 
Niku  a  market  capital- 
ization of  $5  billion  on 
$8  million  in  sales  and 
$37  million  in  operating 
losses  for  1999.  Ran- 
gaswami's  stake  is  now 
worth  $20  million.  Is  he 
effusive?  Hardly.  "An- 
other day,  another  dol- 
lar," he  says.  F 


I 


Source;  Interactive  Data 

Corp.  via  FactSe: 

Research  Systems. 
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Paper 
Bernar 
Haus  and  his  ALCs 


Funny  Money 

currencyi  How  to  lose  ha 
your  dough?  Trade  it  for  silver. 


BY  MICHAEL  MAIELL0 

WHEN    PEOPLE    TALK    ABOtl 
loonies  and  currency  they 
usually  referring  to  the  Can 
dian  dollar.  That's  probably  beca 
they    haven't     met     Bernard    v< 
NotHaus. 

Von  NotHaus,  57,  is  peddling 
own  silver-backed  American  Libei 
Currency  (ALC)  in  what  he  says  is  an  i 
tempt  to  establish  a  nationally  accept 
alternative  to  the  U.S.  dollar.  "The  F 
is  the  tail  that  wags  the  dog,"  he  sa] 
"They  control  the  people." 

Alternative  currencies  are  nothi 
new,  of  course.  There  are  dozens 
private  currencies  used  in  the  U.S.  ai 
around  the  world — some  of  them 
sued  by  people  who  don't  live 
bunkers.  Example:  One  Ithaca  Hour 
scrip  traded  in  upstate  New  Yor 
translates  into  one  hour  of  labor — vs 
ued  at  $10 — and  is  happily  accepted 
some  local  merchants. 

ALCs  have  a  higher  calling.  Issu 
(quite  legally)  by  the  National  Orgar 
zation  for  the  Repeal  of  the  Federal  R 
serve  Act,  a  nonprofit  group  headed 
Von  NotHaus,  they're  meant  to  repla 
U.S.  dollars  and  undermine  the  Fedei 
Reserve  Act  of  1913,  which  empowen 
the  Fed  to  set  interest  rates  and  regula 
the  money  supply.  Von  NotHaus  wan 
less  government  control  by  "God-awf 
politicians"  and  Federal  Reserve  Boai 
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JUST  ASK  FOR  FlRSTUF  WHEN 
YOU  BOOK  YOUR  NEXT  FLIGHT. 

At  one  airline,  we  not  only  added  60%  more  First  Class  seats,  but  made  it  easier  for  you  to  get  one. 
With  FlRSTUP,  you  fly  in  First  Class  when  you  purchase  a  full  coach  fare.*  It's  that  simple.  Buy 
coach,  fly  First. 

Before  your  next  flight,  call  your  travel  professional  or  TWA 
at  1-800-221-2000.  Ask  for  FlRSTUP  and  get  the  first-class 
seat  you  deserve. 


TWA 


One  Mission.  Yours: 


WWW.TWA.COM 


FirstUp  is  available  on  qualifying  domestic  connecting  flights  via  St.  Louis,  as  well  as  on  most  nonstops  out  of  JFK.  Subject  to  availability. 
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Chairman  Alan  Greenspan,  whom  he 
calls  "DarthVader." 

That  message  resonates  with  the 
coin  show  crowd  and  various  busi- 
nesses across  the  country,  which  Von 
NotHaus  visits  in  his  23-foot-long  RV. 
To  date,  there's  $230,000  worth  of  his 
currency  in  circulation,  which  comes 


in  $1,  $5  and  $10  denominations.  They 
can  be  traded  for  a  limited  number  of 
goods — such  as  Alternative  Media's 
Media  Bypass  magazine,  which  once 
featured  allegations  that  children  are 
kidnapped  by  the  government  and 
used  as  sex  slaves.  They  can  also  be  re- 
deemed for  the  silver  Von  NotHaus  is 


stockpiling  in  an  Idaho  warehouse,  j 
Here's  the  rub.  Ten  ALCs,  pui 
chased  for  $10,  are  backed  by  on 
ounce  of  silver,  whose  recent  spc 
price  was  $5.50.  That  means  any  e? 
change  from  ALCs  back  to  dollars  ir 
volves  a  45%  cash  loss. 

Good  thing  his  office  is  on  wheels.  I 


The  Panty  Hose  Wars 

trade!  What  the  politicians  give,  they  can 
take  away.  They  are  about  to  tilt  the  playing 
field  in  the  competition  between  DuPont 
and  an  Israeli  company. 

BY  CHANA  R.  SCH0ENBERGER 

NEARLY  20%  OF  AMERICA'S  HOSIERY  NYLON  COMES  FROM 
the  Israeli  city  of  Migdal  Ha'Emek,  a  depressed  area 
near  Nazareth.  There,  the  Nilit  chemical  and  yarn  fac- 
tory employs  700  Jewish  and  Arab  Israelis,  many  of  whom 
work  for  a  joint  venture  with  Sara  Lee,  makers  (under  the 
L'eggs  name  and  other  brands)  of  half  the  panty  hose  sold  in 
the  U.S.  It's  a  sweet  arrangement  that's  flowered  under  the 
wing  of  the  U.S.-Israel  free-trade  agreement  of  1985. 

But  politicians  are  fickle,  especially  on  the  subject  of  free 
trade.  Congress  is  considering  an  update  of  a  different  trade  law, 
the  Caribbean  Basin  Initiative,  that  would  undermine  Nilit's 
duty-free  exporting  to  the  U.S.  So  the  company's  $70  mil- 
lion worth  of  nylon  shipments — half  its  annual 
revenues — are  in  jeopardy.  Who  stands  to  be  the 
big  gainer?  Giant  DuPont,  the  nylon  pioneer. 

DuPont  has  two-thirds  of  the  American 
hosiery  nylon  market,  having  lost  the  other 
third  to  Nilit  and  other  nylon  producers. 
DuPont  can  get  some  of  that  back  through 
this    year's    trade    bill,    which,    like 
most  such   legislation, 
is   sponsored   by   the 
finance     committee 
chairman.  He's  Sen- 


End  of  a  good 
run?  Michael 
Levi's  Nilit 
could  get 
hosed. 


ator  William  Roth  of  Delaware,  where  DuPont  is  the  large: 
employer. 

Ostensibly  the  legislation  has  nothing  to  do  with  eithe 
Israel  or  panty  hose.  It  simply  expands  the  1984  Caribbea 
pact  to  exclude  from  tariffs  all  apparel  cut  and  assembled  i 
the  27  island  states  and  bordering  Central  and  Latin  Amer 
can  countries  from  U.S.-made  fibers.  Many  American  mam 
facturers — including  Sara  Lee — have  set  up  factories  then 
capitalizing  on  the  region's  cheap  labor  pool  and  the  local 
gift  for  sewing.  The  U.S.  tries  to  give  the  region  a  break  vis 
vis  stiff  Asian  apparel  competition  (FORBES,  Mar.  6). 

Under  the  new  rules,  nylon  from  Israel  or  other  non-U! 
sources  would  continue  to  be  taxed  on  value  added  in  th 
Caribbean — up  to  16%.  Result:  If  the  bill  passes,  Nilit  fears, 
will  lose  hosiery  and  underwear  business  to  duty-free  Amei 
ican  yarn  (though  its  biggest  customer,  Sara  Lee,  says  it  wi 
keep  buying  to  service  non-US.  markets). 

DuPont's  nylon  division,  which  includes  fibers  for  carpe 
clothing  and  other  uses,  did  $4.5  billion  in  sales  last  yea 
Panty  hose  accounts  for  less  than  a  tenth  of  that.  But  th 
company  closed  a  nylon  plant  in  Martinsville,  Va.  last  Jun 
(citing  outdated  equipment),  so  you  could  argue  th 
American  jobs  are  at  stake. 

Privately  held  Nilit  is  owned  by  the  Levi  family,  whic 

emigrated  from  Italy  and  founded  the  firm  30  years  ag< 

Founder  Ennio's  younger  son,  Chairman  Michael  Lev 

45,  is  hoping  Israel's  Washington  lobby  can  tweak  the  bi 

to  allow  Israeli  materials  into  CBI  products  duty-free 

taking  the  sting  out  of  the  bill.  But  congression; 

leaders  so  far  have  not  paid  heed.  Po 

itics  sure  is  a  dirt 

sport,  isn't  it? 


Didn't  someone  say  less  is  more? 
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*Our  Growth  &  Income  Mutual  Fund's 
Annual  Expense  Charge. 


Find  out  more  about 
our  minimalist  approach. 

For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
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BY  KELLY  BARRON 


LIKE  MANY  FAST-FOOD  Op- 
erators, Sharon  Barton  has 
never  met  John  Holten 
and  probably  hopes  she 
never  will.  Holten  and  his 
AmeriServe  Food  Distrib- 
ution have  wreaked  havoc 
on  her  7 1 2  Arby's  roast  beef  outlets  in 
Georgia  and  surrounding  states.  On 
Jan.  31,  $9  billion  (1999  revenues) 
AmeriServe  filed  for  bankruptcy,  de- 
laying the  delivery  to  Barton's  restau- 
rants of  everything  from  paper  nap- 
kins to  potatoes. 

"We  consider  this  the  biggest  crisis 
we've  faced  as  a  company.  Not  having 
product  to  sell  is  as  bad  as  it  gets,"  says 
Barton,  senior  vice  president  of  RTM 
Inc.,  the  Atlanta-based  franchisee  of 
Arby's  restaurants. 

In  the  wake  of  AmeriServe's  col- 
lapse, Barton  is  logging  14-hour  days 
to  arrange  for  emergency  supplies, 
field  calls  from  nervous  vendors  and 
yank  promotions  from  restaurants 
hobbled  by  shortages.  Donning  a 
headset  because  of  chronic  back  pain 
from  the  constant  phone  calls,  she  has 
resorted  to  directing  store  managers 
to  local  Costcos  and  Sam's  Clubs  lor 
spuds  and  soda  straws. 

Who  is  John  Holten  and  why  has 


►  By  the  Numbers 

The  House  that 
Holten  Built 


Number  of  employees  at 


Holten's  Holberg  Industries. 

AmeriServe's  liabilities. 

AmeriServe  creditors. 

AmeriServe  tractor  trailers. 

Cars  that  Holberg's 
APCOA/Standard  parks  annually. 

Sources:  Holberg  Industries:  AmeriServe. 

his  failure  affected  so  many  compa- 
nies? An  elusive  character  who  is  said 
to  speak  with  a  thick  Norwegian  ac- 
cent, Holten  rarely  associated  with  the 
customers  he  served.  Yet  using  his  pri- 
vately held  Holberg  Industries'  con- 
trolling stake  in  AmeriServe,  he 
amassed  a  food  distribution  empire 
that  touches  36,000  restaurants  in 
North  America.  AmeriServe's  unrav- 
eling has  hurt  not  only  individual 
franchisees  such  as  Barton  and  thou- 
sands of  small  suppliers,  but  also  big 


fast-food  outfits,  including  Bur 
King  and  Tricon  Global  Restauran 
the  operator  of  30,000  Pizza  Hut,  K: 
and  Taco  Bell  restaurants.  Score  o 
for  McDonald's  in  the  burger  wai 
Big  Mac's  distribution  is  handled 
another  company. 

But  with  few  other  options  in  t 
fragmented  food  distribution  indv. 
try  to  deliver  their  burgers  and  bu 
Tricon  and  Burger  King  have  had 
funnel  $150  million  in  loans  to  ke 
AmeriServe  afloat,  with  Tricon  can 
ing  the  bulk  of  the  load.  It's  possiJ 
that  Tricon  could  end  up  having 
buy  the  busted  company.  Tricon  exi 
utives  have  not  disclosed  the  pote 
tial  financial  impact  of  the  Amei 
Serve  debacle,  another  reason  i 
vestors  are  running  away  from  Trice 
(Recent  close:  $27  a  share,  off  62 
from  its  52-week  high.) 

For  Tricon,  the  AmeriServe  ban 
ruptcy  is  yet  another  example  of  h 
PepsiCo's  legacy  haunts  the  compa 
The  beverage  giant  spun  off  its  resta 
rants  into  Tricon  in  1997  and  lal 
that  year  enticed  Holten's  AmeriSei 
to  buy  its  PepsiCo  Food  Systems 
throwing  in  contracts  since  renew 
through  2007  to  serve  Tricon.  Holb< 
Industies'  Web  site  still  posts  a  gus 
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Barely  known  within  his 
own  industry,  John  Holten  is 
responsible  for  one  of  the 
biggest  f  iascoes  to  ever  hit 
:ant  tn 


\\*» 
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_gravation  with  that  order?  Arby's 
franchisee  Sharon  Barton  covets  her  cups 
after  the  AmeriServe  bankruptcy. 


AmeriServe 

ing  quote  from  PepsiCo  chairman 
Roger  Enrico,  praising  Holberg  for 
being  "the  right  partner"  for  their 
restaurants. 

But  restaurant  distribution  is  an 
asset-heavy  business  with  thin  mar- 
gins (0.5%  to  2%  aftertax)  and  mod- 
est growth.  Holten's  grandiose  scheme 
was  to  consolidate  the  industry  and 
"create  one  of  the  most  modern  and 
efficient  distribution  networks  in  the 
country,"  according  to  the  company's 
Web  site.  Holten  thought  he  could  off- 
set those  low  margins  through  vol- 
ume. But  that  meant  buying  a  lot  of 
businesses,  and  that  in  turn  meant 
taking  on  debt. 

"It's  not  an  industry  that  can  af- 
ford risk,"  says  Richard  Jenkins,  senior 
vice  president  of  purchasing  for  the 
1,200-unit  Long  John  Silver's  chain. 

A  Harvard  M.B.A.,  Holten,  42,  cut 
his  teeth  as  a  dealster  for  the  now-de- 
funct DnC  Capital,  a  New  York-based 
merchant  bank  that  was  owned  by 
Den  Norske  Bank,  one  of  the  largest 
banks  in  Norway.  Holten  and  a  DnC 
colleague,  Gunnar  Klintberg,  moved 
up  near  Holten's  house  in  Greenwich, 
Conn,  and  founded  Holberg  Indus- 
tries in  1986.  A  grab  bag  conglomer- 
ate, Holberg  is  30%  owned  by  a  Nor- 
wegian consumer  brands  company, 
Orkla  ASA,  and  is  one  of  the  largest 
private  companies  in  the  U.S.  With 
revenue  of  $10  billion  including 
AmeriServe,  it  owns  curious  assets 
that  include  a  million  parking  spaces. 
Holberg,  which  owns  60%  of  Ameri- 
Serve, is  ailing  as  well,  losing  $179 
million  last  year. 

Despite  his  considerable  power 
and  his  nine-bedroom  estate  on  eight 
acres  in  one  of  Greenwich's  most  elite 
neighborhoods,  Holten  is  not  a  visi- 
ble person  in  his  community.  "I've 
never  heard  of  him  or  his  company," 
shrugs  Jack  Moffly,  a  35-year  resident 
and  chairman  of  the  Greenwich 
Chamber  of  Commerce  and  publisher 
of  Greenwich  magazine. 

Backed  by  more  than  $1  billion  in 
loans  to  AmeriServe  from  Bank  of 
America,  Holten  quietly  began  his 
buying  binge  with  Nebco  Distribu- 
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"It's  not  an 
industry  that  can 
afford  risk." 


tion,  a  regional  restaurant  distributor 
in  Omaha,  Nebr.  Later,  he  rolled  up 
distributors  in  Milwaukee  and 
another  in  Dallas  with  the  AmeriServe 
moniker.  Holten's  boldest  move  was 
the  PepsiCo  acquisition  for  $830 
million.  Then,  a  year  later,  he  paid 
S342  million,  or  $15  a  share,  for 
ProSource,  a  moneylosing  outfit  in 
Florida  that  had  been  trading  at  $7  the 
day  before  AmeriServe's  acquisition 
announcement. 

Lording  over  the  largest  distribu- 
torship in  the  fast-food  industry, 
Holten  then  tried  to  integrate  a  com- 
plex schedule  of  semiweekly  deliver- 
ies for  thousands  of  customers,  while 
struggling  to  hook  them  into  the  same 
software  and  accounting  systems. 
Meanwhile,  AmeriServe  attempted  to 
consolidate  61  distribution  centers, 
half  of  which  were  redundant,  while 
building  new,  high-tech  facilities. 

Straining  to  assimilate  the  ac- 


quired companies  while  maintainir 
employee  morale,  AmeriServe  repor 
edly  resorted  to  such  gimmicks  ; 
audio  tapes  for  its  truckers  th; 
spouted  corporate  puffery  about  tr 
company's  mission.  But  there  were  r 
tapes  for  the  hapless  customers.  Tyj 
ical  is  Joel  Aaseby,  chief  financial  off 
cer  of  AmeriKing,  a  Burger  King  frai 
chisee  in  Illinois  with  355  restaurant 
Deliveries  to  his  stores  would  show  c 
late  or  contain  less  than  what  was  o 
dered.  Sometimes  his  restauran 
would  get  cups  stamped  with  con 
petitors'  logos. 

"Truckers  were  saying,  'Listen 
you've  got  a  problem  call  someboc 
else,'"  recalls  Aaseby  of  exasperate 
AmeriServe  employees. 

Eventually  amassing  $2  billion  i 
debt  during  his  spending  spre 
AmeriServe  also  was  throwing  mom 
at  everything  from  Y2K  compliance  t 
software  integration. 

But  Holten's  empire  began 
crumble  last  November.  Announcir 
losses  of  $178  million  on  sales  of  $ 
billion  for  the  past  nine  month 
AmeriServe  canned  1,500  workers  an 
got  out  of  the  casual  dining  segmen 
losing  20%  of  its  revenue.  Wary  suj 
pliers  began  demanding  payment  i 
cash  on  delivery.  But  not  soc 
enough:  Holten  stuck  his  supplie 
with  between  $700  million  and  $8( 
million  in  unsecured  debt. 

Despite  the  now-apparent  prol 
lems,  Holten  did  a  good  job  of  pul 
licly  patching  over  the  growing  diff 
culties.  Tyson  Foods,  owed  $2 
million  by  AmeriServe,  said  the  ban! 
ruptcy  was  a  "surprise,  since  in  recei 
conversations  regarding  credit  ma 
ters  Tyson  was  given  every  assuran< 
that  AmeriServe  had  no  plans  f( 
bankruptcy." 

In  the  meantime,  chains  not  bour 
by  contracts,  such  as  TCBY  Enterprises. 
3,000-unit  frozen-yogurt  chain,  arl 
Sharon  Barton's  Arby's  franchises,  a 
fleeing  to  local  suppliers.  Holten  is  beir 
replaced  as  chief  executive  of  Amer 
Serve.  But  he  won't  be  forgotten. 

Says  lenkins  of  Long  John  Silver 
"He'll  never  live  this  down." 


Brother,  Can  You 
Spare  a  Bank? 

Jack  Grundhof  er,  the  older  of  a  pair  of  very 
accomplished  bankers,  once  rescued  kid  brother 
Jerry.  Now  it  may  be  Jerry's  turn  to  help  out. 


Y  BERNARD  CONDON 


ack  in  a  box:  With 
is  stock  down,  big 
rother  can't  buy 
nd  slash  his  way  to 
rofits  anymore. 


IT  WAS  1983  AND  JERRY  A.  GRUND- 
hofer  was  in  trouble.  Just  38  years 
old,  this  son  of  a  bartender  was  al- 
ready president  of  a  company,  Alliance 
Bank  of  Culver  City,  Calif.  But  the 
bank  was  losing  $1.17  for  every  dollar 
it  was  taking  in  and  rumors  were 
spreading  that  it  could  collapse.  A  po- 
tential blot  on  the  record  of  one  who 
had  climbed  so  high.  But  then  big 
brother  John  came  to  the 
rescue. 

John,  then  working 
for  Wells  Fargo's  leg- 
endary cost-cutter  Carl 
Reichardt,  introduced 
his  kid  brother  around 
the  office.  Result?  A 
new  job.  Alliance  never 
did  go  belly-up,  but 
the  younger  Grund- 
hofer's   decision  to 
jump  ship  to  Wells 
proved  propitious. 
The     kid     brother 
would  eventually  rise 
to  head  retail  banking  at 
the  San  Francisco  company. 
Today  he's  a  hot  property — 
head  of  Firstar  in  Milwaukee, 
and  a  candidate  to  take  over 
Bank  One  in  Chicago. 


The  story  of  the  hard- 
driving  Grundhofer  broth- 
ers, born  into  poverty  but 
now  each  heading  large  mid- 
western  banks,  is  pure  Hora- 
tio Alger.  It  was  the  older 
John,  foulmouthed  and  pug- 
nacious, who  blazed  the  trail 
for  the  younger  Jerry.  It  was 
Jack,  as  the  older  brother  is 
known,  who  got  Jerry  his 
first  banking  job  back  in  the 
60s  at  his  then-employer, 
Union  Bank  in  Los  Angeles. 
And  it  was  Jack  who  was  the 
first  to  leave  California 
banking  for  the  Midwest. 

Lately,  though,  it  is  the  little  brother 
who  has  a  thing  or  two  to  teach  big 
brother.  Over  the  past  three  months  in- 
vestors in  Jack's  bank,  U.S.  Bancorp, 
have  slashed  shares  in  half.  A  big  com- 
plaint: In  boosting  earnings  the  frugal 
61 -year-old  relies  too  much  on  cutting 
expenses  and  not  enough  on  drawing 
new  customers.  That  requires  spending 
more  money  on  technology  and 
branches  than  he  has  been  willing  to 
spend.  The  kind  of  investment,  in  other 
words,  that  Jerry,  55,  has  been  making 
all  along.  Now  rumors  are  circulating 
that  Jerry's  bank,  Firstar,  whose  stock 
has  held  up  better  in  the  bear  market 
for  financial  companies,  may  soon  buy 
the  older  brother's  bank. 

"There  are  lots  of  conversations 
going  around"  about  possible  partners, 
says  Jack.  He  adds,  "I'll  do  what's  right 
for  shareholders."  Jerry  declines  to 
comment. 

In  1990  when  Jack  arrived  at  First 
Bank  System  in  Minneapolis,  the  pre- 
decessor firm  of  U.S.  Bancorp,  the  com- 
pany was  suffering  from  bad  loans  and 
staff  bloat.  In  the  first  two  years  Jack  cut 
2,000  workers,  or  20%  of  the  payroll. 
He  sold  off  some  of  the  company's 
3,000-piece  art  collection  and  stopped 


They  take  vacations  together. 
Phone  each  other  frequently.  Why 
are  their  strategies  so  different? 
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orsepower,  All-liter  v-6 

Four-wheel  disc  brakes 

Power  sunroof 

Anti-lock  brakes  with 
Traction  Control 

Four-speed  automatic 
Leather  Appointments 


Heated  front  seats 

AM/I  M/CD/Casscrte  with 
amplifier,  sub-woofer 

and  premium  speakers 

Power  windows,  locks  and 
heated  exterior  mirrors 

Remote  keyless  entry 

Cruise  control 

Alloy  wheels 

Sport-tuned  suspension 

Rear  spoiler 

Dent-resistant  polymer 
doors  And  tenders 

M.S.R.P.  $23,860 
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A   Different   Kind   of  Company. 
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Merry  Jerry: 
The  kid  brother 
is  on  the  hunt 
for  deals.  Is  big 
brother's  bank  in 
his  crosshairs? 


Jack  cut  to  the  bone.  Jerry  rewarded 
his  workers  with  trips  to  Vegas. 
Guess  who's  on  top  now? 


paying  for  plants  to  decorate  office  win- 
dows. Staffers  who  wanted  to  keep  their 
private  offices  had  to  submit  their  argu- 
ments in  writing  to  Jack.  Few  did.  The 
new  nickname  for  the  no-nonsense 
chief:  Jack  the  Ripper. 

Three  years  later  Jack  reported  prof- 
its of  $27d  million,  up  from  $1.9  mil- 
lion the  year  before  he  took  over.  Over 
the  next  year  he  bought  three  banks 
and  announced  deals  for  another  four. 
Again  he  cut  ruthlessly.  By  the  end  of 
1993  the  stock  had  doubled.  The  Wall 
Street  Journal  put  him  on  its  front  page, 
calling  him  a  new  symbol  for  a  new 
business  age:  "The  a\man  as  hero." 

That  year  younger  brother  Jerry 
took  over  Star  Banc  of  Cincinnati  and 
began  buying  and  cutting,  too.  In  just 
two  years  Mai  Banc's  stock  doubled, 
lie's  kept  up  the  deals.  He  bought 
namesake  Firstar  o\  Milwaukee  last 
year,  putting  his  bank  in  his  older 
brother's  Twin  Cities  territory.  With 
$73  billion  in  assets,  Firstar  now  is 


roughly  equal  to  Jack's  U.S.  Bancorp. 

But  Jerry  has  never  quite  matched 

big  brother's  other  numbers.  Over 

the  past  three  years  U.S.  Bancorp  has 

averaged  a  21%  return  on  equity 

and  spent  just  49  cents  in  overhead 

to  generate  $1  of  revenue.  Return 

on  equity  at  Jerry's  Firstar  has 

averaged  17%.  Jerry  has  been 

spending  52  cents  for  every  $1  in 

revenue. 

Where  did  Jerry's  extra  dol- 
lars of  expenses  go?  He  paid 
Firstar     employees     lavish 
bonuses  based  on  customer 
service.  He  flew  winners  of 
customer- recruitment 
contests  to  Las  Vegas. 
One  year  he  even  dis- 
tributed stock  options 
to  every  employee, 
an  average  $15,000 
per      full-time 
worker  if  ex- 
ercised today. 
Firstar  workers 
at  the  supermarket 
are  known  to  pass  out  business  cards  to 
shoppers  they  spot  using  a  different 
bank's  credit  card. 

Two  brothers,  two  strategies.  The 
problem  with  just  sticking  with  buy- 
and-slash  is  that  you  eventually  run  out 
of  targets.  "We  can  only  cut  costs  once," 
Jerry  would  say.  "But  we  can  grow  rev- 
enues for  the  long  term."  lack,  in  con- 
trast, spoke  frequently  of  "Wells  Fargo 
arithmetic" — double-digit  profit  gains 
from  single-digit  revenue  growth  and 
falling  expenses.  If  executives  asked  for 
more  money,  promising  big  revenue 
growth,  Jack  would  fire  back:  "That's 
bull.  You'll  increase  expenses  and  the 
revenue  will  never  come  in." 

How  to  explain  such  divergent 
views?  It's  not  as  if  the  brothers  don't 
talk.  They  phone  each  other  several 
times  a  month,  says  Jack,  occasionally 


meeting  to  dote  on  their  90-year-( 
mom,  who  worked  as  a  housemaid 
put  the  boys  through  high  school  a 
college.  They've  taken  vacations  t 
gether  in  Europe.  A  few  years  ago  Jei 
bought  a  vacation  home  in  Venti 
County,  Calif,  overlooking  the  sea.  ]i 
bought  one  a  few  houses  away. 

The  troubles  for  the  older  brotj 
began  last  year  with  the  realization  tl 
his  biggest  deal  to  date — a  $9  billi 
purchase  of  U.S.  Bancorp — was 
going  smoothly.  The  deal  doubled 
bank's  size.  Jack  raced  through  the 
tegration  in  a  mere  eight  mont 
Branch  managers  fled,  and  with  the 
customers.  Last  year  retail  reven 
grew  only  4%.  Jack  now  says  he  cons 
idated  the  two  banks  too  fast: 
should  have  taken  two  years." 

Jack  must  be  hoping  Wall  Str< 
shares  his  new  appreciation  for  r. 
tience.  He  talks  of  building  up  tn 
banking  at  subsidiary  Piper  Jaffray  a 
the  credit  card  processing  busine 
Over  the  next  five  years  such  fee-bas 
services,  a  more  steady  source  of  i 
come  than  the  lending  business, 
grow  to  45%  of  income  from  3C 
today,  he  vows.  He  also  plans  to  spe 
$150  million  this  year  on  technology 
the  branches,  Internet  bankim 
other  such  ventures. 

The  chatter  in  banking  circles 
whether  Jack  will  make  his  numbi 
this  year.  The  talk  about  Jerry  is  o\ 
the  odds  of  his  getting  the  top  spot 
Bank  One,  the  beleaguered  $261  billi 
(assets)  bank  that  recently  lost  its  ch 
executive.  Or  about  a  takeover  of  U 
Bancorp.  Jerry's  bank,  after  all,  st 
trades  at  14  times  earnings,  while  Jac 
languishes  at  8  times. 

"You  know,  this  stock  price  is  n 
going  to  last  forever,"  says  Jack.  "O 
earnings,  the  momentum  of  this  coi 
pany,  are  changing  as  we  speak." 

But  Wall  Street  isn't  patient. 
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Personality  Change 

For  30  years  Venrock  funded  backbone 
industrial  firms  with  real  profits.  Now  it  bets 
on  unknown  Web  sites  with  steep  losses. 


BY  ROBERT  LENZNER 

Till  K(  ICKEFELLER  FAMILY'S  VEN- 
1 11  re  capital  fund  always  prided  it- 
self on  being  smart,  conservative 

and,  perhaps  more  than  anything  else, 
patient.  Venrock  started  in  1969  with  a 
stake  of  just  $7.6  million,  has  since  dis- 
tributed $1.6  billion  and  has  $1.5  bil- 
lion in  assets  today.  Early  on,  the  firm 
invested  $600,000  for  a  10%  stake  in  an 
obscure  chipmaker:  Intel.  It  paid 
$500,000  for  10%  of  a  fledgling  PC 
shop:  Apple  (  omputer.  The  payoff  was 
huge  but  took  years  to  arrive. 
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Today,  though,  Venrock  racks  up 
startlingly  high  gains  in  an  unimagin- 
ably compressed  time  frame — by  acting 
entirely  out  of  character.  It  pumps  mil- 
lions into  Internet  upstarts  with  no 
earnings,  few  assets  and  little  more  than 
a  paper  game  plan  for  conquering  cy- 
berspace. The  stock  market's  frothy  re- 
sponse has  been  astounding. 

In  February  came  two  initial  pub- 
lic offerings  that  gave  Venrock  an  in- 
stant killing:  A  $6.5  million  stake  in  a 
hospital  supplies  Web  site,  Neo- 
forma.com,  went  to  $275  million  in  a 


As  the  VC  world  turns:  Ted 
McCourtney  wonders  when 
hastiness  became  a  virtue. 

few  weeks;  a  $10.5  millio 
bet  on  Niku.com,  a  Webl 
that  serves  the  consultir 
business,  hit  a  staggerir 
$700  million  in  a  matt< 
of  days. 

That's  heady  stuff  f( 
Venrock  investors,  includir 
Rockefeller  heirs  and  the  ei 
dowments  of  Yale,  Harvan 
Princeton  and  Stanfon 
They  are  accustomed  to  tf 
firm's  plodding  pace  an 
wide-angle  view,  which  con 
bined  to  produce  a  con 
pound  annual  return  of  27 
over  the  past  30  years  (dot 
ble  the  rise  in  broad  sto< 
market  averages). 

But  Venrock's  recent  roa 
ing  success  has  strained  tl 
firm  in  some  ways.  It 
perched  uneasily  between  tf 
Old  World  values  it  reveres- 
invest  early,  stay  late — and  tl 
New  World  frenzy  of  ventu 
capital  that  the  firm  wou 
once  have  abhorred.  Vei 
rock's  lead  partner,  Ted  I 
McCourtney,  works  to  kee 
the  right  balance,  but  til 
pressure  is  building  on  tl 
New  York-based  firm  to  ove 
haul  itself  and  act  more  lil 
its  Silicon  Valley  outpo 
hasty  and  brazen. 

"We're  guilty  of  being  fj 
loyal  to  our  companies.  I 
not  expedient,"  says  Anthony  Sun, 
partner  in  Venrock's  small  Silicon  V; 
ley  office,  which  is  responsible  f 
most  of  the  firm's  recent  rush  of  t 
hits.  "Most  other  venture  capitalis 
on  the  West  Coast  cut  and  run.  Th 
don't  stick  with  their  living  dead  li 
we  do.  It's  used  up  all  our  slots,  suck 
up  our  time." 

Venrock  spent  years  waiting  for  f 
upside  at  such  outfits  as  Exponent 
Technologies  (advanced  chips),  Tre 
Free  Fiber  (environment-friendly  pap 
production)  and  Front  Office  Tec 


making   the   sky   the    best    place   on    earth 
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nologies  (document  management); 
all  ultimately  had  to  be  merged — or 
written  off. 

But  for  McCourtney,  61,  sticking 
with  gravely  ill  portfolio  companies  is 
simply  part  of  the  Venrock  ethos.  Some 
15%  of  Venrock's  deals  are  duds. 
Another  65%  of  re- 
turns are  what  Ven- 
rock considers  to  be 
mediocre — triple  the 
original  investment. 
Distinguishing  be- 
tween those  and  the 
20%  that  make  really 
big  money  takes  time. 
"We  don't  do  quick 
flips,"  he  says.  "We 
want  our  investments  to  have  legs  so 
our  investors  will  have  further  gains." 

Venrock  never  sells  stock  in  an  ini- 
tial offering,  instead  passing  on  the 
holdings  to  limited  partners  a  year  or 
so  afterward.  And  even  once  distrib- 
uted, Venrock  doesn't  abandon  ship. 
It  kept  a  board  seat  at  biotech  shop 
Centocor  for  19  years,  long  after  dis- 
tributing shares  to  in- 
vestors. Had  they  held 
on,  Venrock's  $1  mil- 
lion original  stake 
would  now  be  worth 
$81  million. 

Even  McCourtney, 
however,  recognizes  the 
need  for  more  urgency 
in  these  euphoric  days 
of  dot.com  stock  offer- 
ings. Underscoring  the 
fast  times,  Venrock  just 
lost  one  of  its  three  Sili- 
con Valley  partners,  Ter- 
ence Garnett,  who 
landed  the  firm's  Neo- 
forma  and  Niku  invest- 
ments. He  quit  to  start 
his  own  VC  firm. 

Venrock's  five  main 
partners — McCourt- 
ney, David  Hathaway 
and  Anthony  Evnin  in 
New  York,  and  Tony 
Sun  and  Ray  A.  Roth- 
rock  in  Silicon  Valley — 
have  more  than  a  cen- 


"We  don't  do 
quick  flips.  We 

want  our 
investments 
to  have  legs." 


tury  of  venture  capital  experience 
among  them.  Most  have  M.B.A.s,  as 
well  as  degrees  in  science  or  engineer- 
ing, and  sit  on  the  boards  of  dozens  of 
their  portfolio  companies. 

"Today  some  people  in  venture 
capital  believe  it's  too  easy  to  make 
big  money,"  Mc- 
Courtney says.  "You 
have  inexperienced 
people  with  lots  of  in- 
experienced dollars. 
They're  going  to  make 
mistakes." 

But  you  can  also 
make  a  mistake  being 
too  cautious.  Venrock 
passed  on  the  chance 
to  pay  an  estimated  $10  million  for  a 
10%  stake  in  Akamai  Technologies,  a 
stake  that  would  now  be  worth  $2  bil- 
lion. Venrock  is  also  kicking  itself  for 
rejecting  CNet  and  Avid  Technologies. 
And  even  when  Venrock  cuts  and 
runs,  it  can  do  so  too  soon.  In  1998  it 
invested  $3  million  for  17%  of 
Lightera,  a  manufacturer  of  new  opti- 


cal data  transporters  for  the  telecon 
munications  industry.  A  year  late 
before  the  transporter  was  on  tr 
market,  Venrock  went  along  with  sel 
ing  the  whole  company  to  Ciena  f( 
$600  million.  Not  bad:  The  fin 
reaped  more  than  $100  million  on  i 
$3  million  bet. 

But  it  might  have  gotten  far  mo 
by  sitting  still.  Shortly  thereafte 
Lightera's  main  competitor,  Sycamor 
went  public.  Its  shares  went  wild,  vah 
ing  the  company  at  $32  billion;  Vei 
rock's  Lightera  stake  might  have  bet 
worth  $5  billion  had  it  waited  a  year. 

While    McCourtney    sometim: 
seems  uncomfortable  with  the  flashifl 
antics  of  rival  firms  in  Silicon  Valley,  11 
nonetheless  sounds  like  a  member  <] 
the  Valley  flock  when  it  comes  to  just 
fying  the  seemingly  absurd  valuatio 
of  Web  stocks. 

Neoforma?  "If  you're  the  first  oi 
in  a  major  Internet  market  and  the  be 
operator,  like  Neoforma  is  in  the  $1* 
billion  market  for  hospital  equipmer 
I  don't  think  the  shares  are  overva 


The  Father  of  Venture  Capital 


There  may  not  have  been  a  venture  capital  in- 
dustry today  without  Laurance  Rockefeller. 
In  the  late  1930s  the  28-year-old  aviation 
buff  bet  his  money  on  commercial  aviation,  then  a 
business  with  odds  as  long  as  finding  the  next 
wonder  drug  today.  But  air  travel  took  off  in  the 
post-war  era.  Rockefeller  reaped  a  fortune.  "Peo- 
ple who  try  to  play  it  safe  in  the  long  run  have  very 
dull  lives,"  says  the  now-90-year-old. 

He  especially  liked  Captain  Eddie  Rickenbacker, 
the  founder  of  Eastern  Airlines,  because  he  was  "a 
loner ...  a  race  car  driver  before  he  became  a  flying 
ace."  So  Rockefeller,  who  "could  never  read  a  bal- 
ance sheet,"  helped  start  Eastern,  which  stayed 
aloft  for  seven  decades.  For  years  it  made  good 
money,  because  the  frugal  Rickenbacker  always 
bid  low  for  airmail  contracts.  The  Rockefeller  name 
got  Eastern  into  airports  across  the  South. 

J.S.  McDonnell,  whom  Rockefeller  describes 
as  indestructible,  was  another  beneficiary.  The 
ornery  pilot  could  walk  away  from  crashes.  So 
Rockefeller  scooped  up  27%  of  McDonnell  Air- 
craft, maker  of  the  F-4  Phantom  fighter. 

Venture  capital  in  the  early  days  was  limited 


Fueling  th 
set:  Laura 
Rockefelle 
J.S.  McD 


to  a  small  group  of  wealthy  men.  Once  Rock 
feller  got  a  good-natured  telegram  from  compe 
tor  Jock  Whitney.  It  read,  "I  won't  send  you  n 
cats  if  you  don't  send  me  your  dogs." 

Rockefeller  says  now,  "It  has  been  very  r 
warding.  Came  early  and  stayed  late."         —  Ft 
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(       Falling  Techs  Create  Unease 
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Maybe  you  should  have  sold. 


Techs  Gain,  Lifting  NASDAQ 


Maybe  you  shouldn't  have  sold. 


Uncertain  Interest  Rates  Cloud  Forecast  for  Techs 

Maybe  you  should  consult  a  financial  advisor. 
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because  he  asked 
about  VIAGRAP 

(sildenafil  cilrate) 
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For  more  information,  call  I-888-4VIAGRA  or  visit  www.viagra.com. 

Please  see  patient  summary  of  information  about  N/iAGRA  ['>*>- imj,  W-mg,  l()0-»n<j)  tablets  on  the  following  page 


I  love  him  because 
he  did  it  for  us. 


When  my  husband  first  started  experiencing  erectile  dysfunction  (ED), 
he  didn't  want  to  admit  there  was  anything  wrong.  But  when  it  started  to  put  a 
real  strain  on  our  relationship,  he  talked  to  his  doctor  about  VIAGRA. 

— VIAGRA  has  shown  improvement  in  erectile  function  in  4  out  of 
5  men  compared  with  I  out  of  4  for  sugar  tablets 

— More  than  15  million  prescriptions  written  in  the  United  States* 


It's  great  what  VIAGRA  has  done  for  him — and  for  us. 


VIAGRA  is  not  for  everyone.  Be  sure  to  ask  yo. 


if  your  heart  is 
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pains,  dizziness,  or  nausea  during  sex,  stop  and  immediately  tell  your  doctor. 
If  you're  a  man  who  uses  nitrate  drugs,  never  take  VIAGRA — your 
blood  pressure  could  suddenly  drop  to  an  unsafe  level.  With  VIAGRA,  the 
most  common  side  effects  are  headache,  facial  flushing,  and  upset 
stomach.  VIAGRA  may  also  briefly  cause  bluish  vision,  sensitivity  to  light, 
or  blurred  vision.  In  the  rare  event  of  an  erection  lasting  more  than 
4  hours,  seek  immediate  medical  help.  Remember  to  protect  yourself  and  your 
partner  from  sexually  transmitted  diseases. 


(sildenafil  citrate) tablets 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

VIAGRA 

(sildenafil  citrate)  uUta 
This  summary  contains  important  information  about 
VIAGRA*.  It  is  not  meant  to  take  the  place  of  your  doctor's 
instructions.  Read  this  information  carefully  before  you  start  taking 
VIAGRA.  Ask  your  doctor  or  pharmacist  if  you  do  not  understand 
any  of  this  information  or  if  you  want  to  know  more  about  VIAGRA 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However,  VIAGRA  is  not  for  everyone.  It  is  intended  for 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction. 
VIAGRA  must  never  be  used  by  men  who  are  taking 
medicines  that  contain  nitrates  ol  any  kind,  at  any  time. 
This  includes  nitroglycerin.  II  you  lake  VIAGRA  with  any 
nitrate  medicine  your  blood  pressure  could  suddenly  drop 
to  an  unsale  or  lite  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in 
men  It  can  help  many  men  who  have  erectile  dysfunction  get  and 
keep  an  erection  when  they  become  sexually  excited  (stimulated). 

You  will  not  gel  an  erection  just  by  taking  this  medicine  VIAGRA 
helps  a  man  with  erectile  dysfunction  get  an  erection  only  when  he 
is  sexually  excited 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  tills  with  more 
blood  than  usual  The  penis  then  expands  and  hardens  This  is 
called  an  erection  After  the  man  is  done  having  sex,  this  extra  blood 
Hows  out  of  the  penis  back  into  the  body  The  erection  goes  away 
II  an  erection  lasts  lor  a  long  time  (more  than  6  hours),  it  can 
permanently  damage  your  penis.  You  should  call  a  doctor 
immediately  if  you  ever  have  a  prolonged  erection  that  lasts  more 
than  4  hours 

Some  conditions  and  medicines  interfere  with  this  natural  erection 
process  The  penis  cannot  fill  with  enough  blood.  The  man  cannot 
have  an  erection.  This  is  called  erectile  dysfunction  il  it  becomes  a 
Irequent  problem 

During  sex,  your  heart  works  harder  Therelore  sexual  activity  may 
not  be  advisable  tor  people  who  have  heart  problems  Before  you 
start  any  treatment  lor  erectile  dysfunction,  ask  your  doctor  il  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex  II 
you  have  chest  pains,  dizziness  or  nausea  during  sex,  stop  having 
sex  and  immediately  tell  your  doctor  you  have  had  this  problem. 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation  When  a  man  is  sexually  excited,  VIAGRA  helps 
the  penis  fill  with  enough  blood  to  cause  an  erection  Alter  sex  is 
over,  the  erection  goes  away 

VIAGRA  Is  Not  lor  Everyone 

As  noted  above  [How  Sex  Allecls  the  Body),  ask  your  doctor  il 
your  heart  is  healthy  enough  tor  sexual  activity 

II  you  take  any  medicines  that  contain  nitrates-either 
regularly  or  as  needed-you  should  never  take  VIAGRA. 

II  you  lake  VIAGRA  with  any  nitrate  medicine  or  recreational  drug 
containing  nitrates  your  blood  pressure  could  suddenly  drop 
to  an  unsale  level  You  could  get  dizzy,  taint,  or  even  have  a  heart 
attack  or  stroke  Nitrates  are  lound  in  many  prescription  medicines 
that  are  used  to  treat  angina  (chest  pain  due  to  heart  disease)  such 
as 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes, 
and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dimtrale  (tablets 
that  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Niliates  are  also  lound  in  recreational  drugs  such  as  amyl  nitrate 
or  nitrite  ("poppers")  II  you  are  not  sure  it  any  ot  your  medicines 
contain  nitrates,  or  it  you  do  not  understand  what  nitrates  are, 
ask  your  doctor  or  pharmacist 

VIAGRA  is  only  lor  patients  with  erectile  dysfunction  VIAGRA  is  not 
lor  newborns,  children  or  women  Do  not  lei  anyone  else  take  your 
VIAGRA  VIAGRA  must  be  used  only  under  a  doctor's  supervision 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment 
lor  erectile  dyslunction 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV- the  virus  that 
causes  AIDS 

•  VIAGRA  is  nol  a  hormone  or  an  aphrodisiac 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 
Only  your  doctor  can  decide  il  VIAGRA  is  tight  lor  you  VIAGRA  can 

mild,  temporary  lowering  ol  your  blood  pressure  You  will 
need  to  have  a  thorough  medical  exam  to  diagnose  your  erectile 
dyslunction  and  to  lind  out  il  you  can  safely  take  VIAGRA  alone  or 
with  your  other  medicines  Your  doctor  should  determine  il  your 
heart  is  healthy  enough  to  handle  the  extra  strain  ot  having  sex 

Be  sure  to  tell  your  docti 

•  have  ever  had  a  i  angina,  chest  pain, 

beats,  or  heart  at 


Venrnrk 


•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenatil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 

•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 
Some  medicines  can  change  the  way  VIAGRA  works.  Tell  your 
doctor  about  any  medicines  you  are  taking.  Do  not  start  or  stop 
taking  any  medicines  before  checking  with  your  doctor  or 
pharmacist.  This  includes  prescription  and  nonprescription 
medicines  or  remedies  Remember,  VIAGRA  should  never  be  used 
with  medicines  that  contain  nitrates  (see  VIAGRA  Is  Not  lor 
Everyone)  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  lor  You)  VIAGRA 
should  not  be  used  with  any  other  medical  treatments  that  cause 
erections  These  treatments  include  pills,  medicines  that  are  injected 
or  inserted  into  the  penis,  implants  or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg).  If 
you  do  not  get  the  results  you  expect,  talk  with  your  doctor.  You 
and  your  doctor  can  determine  the  dose  that  works  best  lor  you. 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 
II  you  are  older  than  age  65.  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  of 
VIAGRA  II  you  are  taking  protease  inhibitors,  such  as  for  the 
treatment  ol  HIV.  your  doctor  may  recommend  a  25  mg  dose  and 
may  limit  you  to  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a 
48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  belore  you  plan  to  have  sex.  Beginning 
in  about  30  minutes  and  tor  up  to  4  hours,  VIAGRA  can  help  you  get 
an  erection  it  you  are  sexually  excited  It  you  take  VIAGRA  after  a 
high-tal  meal  (such  as  a  cheeseburger  and  french  fries),  the 
medicine  may  take  a  little  longer  to  start  working  VIAGRA  can  help 
you  get  an  erection  when  you  are  sexually  excited  You  will  not  get 
an  erection  just  by  taking  the  pill 

Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects.  These 
effects  are  usually  mild  to  moderate  and  usually  don't  last  longer 
than  a  tew  hours  Some  ol  these  side  effects  are  more  likely  to  occur 
with  higher  doses  The  most  common  side  effects  ol  VIAGRA  are 
headache.  Hushing  of  the  lace,  and  upset  stomach.  Less  common 
side  effects  that  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  the  difference  between  blue  and  green 
obiecls  or  having  a  blue  color  tinge  to  them),  eyes  being  more 
sensitive  to  light,  or  blurred  vision 
In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours  You  should  call  a  doctor  immediately  it  you  ever  have  an 
erection  that  lasts  more  than  4  hours  II  not  treated  right  away, 
permanent  damage  to  your  penis  could  occur  (see  How  Sex  AHects 
the  Body) 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA  Most,  but  nol  all,  ol  these 
men  had  heart  problems  before  taking  this  medicine.  It  is  not 
possible  lo  determine  whether  these  events  were  directly  related  to 
VIAGRA 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet  It  you  want  more  information  or  develop  any  side  effect?  or 
symptoms  you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 

In  case  ol  accidental  overdose,  call  your  doctor  right  away 

Storing  VIAGRA 

Keep  VIAGRA  oul  ol  the  reach  ol  children  Keep  VIAGRA  in  its 
original  container  Store  at  room  temperature,  59°-86°F  (15°-30"C) 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dyslunction 
Only  your  doctor  can  decide  il  it  is  right  lor  you  This  sheet  is  only  a 
summary  II  you  have  any  questions  or  want  more  inlormation  about 
VIAGRA  talk  with  your  doctor  or  pharmacist,  visit  www  viagra  com. 
or  call  1 -888-4VIAGRA 

23-5515-00-4 
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ued."  Niku?  "It's  in  a  $900  billion  pi 
fessional  services  market.  These  fir: 
are  not  in  the  pet  food  market,  whi 
there  are  20  companies  beating  ea 
other  up,"  he  says. 

Venrock  invested  only  $142  milli 
last  year,  a  mere  rounding  error  in  1 
industry's  total  $40  billion.  Yet  sm 
money  talks  big.  A  dozen  of  its  mod 
stakes  taken  in  telecommunications,  1 
Internet  and  health  sciences  in  t 
1990s  have  produced  extraordim 
payoffs. 

A  $5  million  stake  in  Check  Poi 
an  Israeli  company  that  designs  n 
work  security  software,  would 
worth  $634  million  if  still  held  in 
entirety.  A  $3  million  investment 
Caliper  Technologies,  which  design 
chemistry  laboratory  on  a  silicon  ch 
is  worth  $287  million.  An  $8  milli 
position  in  USinternetworking,  an  < 
plication  service  provider,  is  n< 
worth  $280  million. 

How  spectacularly  Venrock  fa: 
once  the  dot.com  craze  cools  rema 
to  be  seen.  Either  way,  Venrock's  ci 
rent  goal  is  "finding  the  next  generati 
of  Ciscos."  A  tall  order  when  it  ml 
compete  with  Cisco  itself,  which,  1 
Microsoft  and  Intel,  makes  its  own 
vestments  in  new  firms.  "We  can  mc 
faster  than  Cisco  and  still  do  our  hon 
work,"  McCourtney  vows. 

Some  promising  new  investmer 
Appian  Communications,  whi 
makes  products  for  service  provk 
networks,  and  General  Bandwid 
which  develops  equipment  for  coi 
munication  services  over  broadba 
networks.  On  the  wireless  front  ther 
Metawave  Communications  and  Ts 
tivy  Communications. 

But  don't  expect  Venrock  to  ov 
throw  the  principles  it  has  lived 
for  decades.  Its  partners  still  recall  1 
bad  times  in  venture  capital.  For  soi 
VC  firms  it  was  tough  to  raise  capi 
from  1983  to  1989 — a  time  when  g< 
ernment  bonds  were  considered  hi 
performers. 

But  as  McCourtney  himself  not 
"There  aren't  too  many  venture  ca 
talists  around  who  remember  tl 
far  back." 
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As  Washington  led  the  revolution  to  free 
America  from  British  control,  he  gave  birth  to  one 
of  the  most  noble  experiments  in  history.  America 
became  guardian  of  the  free  world.  It  came  with  a 
heavy  price  and  is  a  large  part  of  Our  Sacred  Honor. 

The  Founding  Fathers  established  a  plan 
of  government  that  has  withstood  the  test  of  time. 
At  Regent  University,  we  incorporate  these  ideals 
and  principles  into  the  education  of  every  student. 

Students  are  encouraged  to  integrate  their  faith 
with  their  academic  endeavors — to  live  what  they 
believe — whether  they  are  studying  Business, 
Communication,  Divinity,  Psychology,  Govern- 
ment, Law,  Education,  or  Organizational  Leadership. 
In  this  way,  leaders  are  created  who  will  shape  the 
direction  of  this  great  nation. 

Few  colleges  or  universities  dare  to  take  this 
kind  of  stand  today.  In  fact,  Regent  University  is 
America's  only  accredited  graduate  school  totally 
dedicated  to  Tudeo-Christian  leadership.  This  is 
Our  Sacred  Honor — to  train  the  next  generation 
of  leaders. 


We  invite  you  to  learn  more 
about  the  mission  of  Regent 
University.  Together,  we  can 
discover  and  celebrate  how 
Christian  Leadership  Can 
Change  Our  World. 


President  Paul  Cerjan 
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1000  Regent  University  Drive,  Virginia  Beach,  VA  2346W800 

1-800-335-4409  •  www.regent.edu 
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Corporate  Communion 

Two  decades  at  General  Electric  gave  Edward  Morgan  the  marketing 
and  management  know-how  to  turn  around  an  ailing  charity. 


BY  SUSAN  ADAMS 

EDWARD  MORGAN  WAVES  A  RECENT  TEAR  SHEET  FROM  THE 
New  York  Times.  "This  is  the  see-and-be-seen  thing,"  he 
enthuses.  The  page  displays  scenes  from  the  first-ever 
Valentine's  Day  Rainbow  Room  gala  Morgan  orchestrated  to 
raise  bucks  for  his  charity,  the  Bowery  Mission. 

A  Skid  Row  flophouse  celebrating  at  the  Rainbow  Room? 
Morgan,  who  spent  two  decades  in  corporate  communications 
at  General  Electric,  reverts  to  corporate  jargon  to  explain:  "As 
they  say  at  GE,  this  was  a  new  revenue  stream."  Indeed.  The 
gala  grossed  $517,000,  netted  $340,000  and  introduced  the 
Bowery  Mission  to  a  new  swath  of  potential  donors. 

Ed  Morgan's  Bowery  Mission  is  a  dramatic  example  of  how 
corporate-style  communications,  marketing  and  management 
can  turn  around  a  failing  private  philanthropy.  Since  becoming 
president  of  the  Christian  Herald  Association  in  1 993  Morgan, 
57,  has  transformed  a  120-year-old  backwater  that  was  hem- 
orrhaging $1.7  million  a  year  into  a  fast-growing  charity  firmly 
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in  the  black.  With  a  city  contract,  Depart- 
ment of  Justice  grants  and  a  donor  list  that 
has  ballooned  from  4,000  to  30,000,  the 
Christian  Herald  Association  has  begun 
renovating  its  run-down  homeless  shelter 
on  the  Bowery  and  started  several  ventures, 
including  an  unusually  effective  drug  and 
alcohol  rehab  center  and  an  after-school 
program. 

One  of  Morgan's  first  moves  was  to  re- 
locate headquarters  from  a  43-acre  estate 
in  Chappaqua,  N.Y.  to  midtown  Manhat- 
tan. The  suburban  location  was  costing 
$150,000  a  year  to  maintain.  He  also  killed 
off  the  charity's  well-known  but  ailing  mag- 
azine, the  Christian  Herald. 

Ironically,  it  was  the  magazine  that  had 
attracted  Morgan  to  the  organization.  But 
he  had  also  signed  on  because  of  his  Chris- 
tian beliefs.  While  at  GE,  Morgan  helped 
found  a  private  Protestant  school,  the  Chris- 
tian Heritage  School,  in  Trumbull,  Conn., 
which  all  three  of  his  sons  attended.  Son  of 
a  Princeton,  N.J.  Presbyterian  minister, 
Morgan  is  convinced  that  the  most  effec- 
tive way  to  help  people,  especially  those  who 
are  addicted  to  drugs  and  alcohol,  is  through  religious  faith. 
"Recovery  is  an  affair  of  the  heart,"  he  explains.  "Unless  your 
heart  is  given  over  to  the  creator,  you're  not  a  whole  person." 
Sitting  in  penny  loafers  and  a  gray  suit  in  the  Bowery  Mis- 
sion's dank  dining  hall,  with  its  crumbling  linoleum  and  dim 
fluorescent  lights,  Morgan  looks  a  little  out  of  place.  He'd  held 
several  communications  posts  at  GE,  including  a  three-year 
stint  writing  speeches  for  Jack  Welch  in  the  late  1970s.  "I  felt  I 
was  never  really  going  to  be  fulfilled  at  GE,"  says  Morgan,  ex- 
plaining why  he  left  and  took  a  55%  pay  cut.  "I'd  climbed  a  lad- 
der, and  I  wasn't  going  to  go  much  further  up  that  ladder.  I 
decided  I  wanted  to  have  my  ladder  up  against  a  different  wall." 
But  what  has  made  Morgan  an  effective  charity  manager  is 
his  deftness  at  tapping  the  corporate  world  he  left  behind.  Part 
of  his  motivation  for  moving  to  midtown  was  proximity  to 
would-be  corporate  supporters.  It  was  Morgan's  idea  that  head- 
quarters should  house  a  public  art  gallery — currently  display- 
ing 18  portraits  by  photographer  Robert  Sharpe  of  homeless 
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people  who  have  come  through  the  Bow- 
ery Mission.  "This  is  the  way  I  was 
brought  up  at  GE,"  says  Morgan.  "Do  it 
with  class  and  you'll  attract  the  people 
who  will  help  you." 

Since  Morgan  became  president  an- 
nual contributions  from  individuals, 
foundations  and  corporations  have  leapt 
from  $1.7  million  to  $3.9  million  (more 
than  half  the  Christian  Herald  Associa- 
tion's operating  budget  of  $6.5  million). 

One  contributor,  Gerard  Roche, 
chairman  of  executive  search  firm  Hei- 
drick  &  Struggles,  has  tried  in  vain  to  re- 
cruit Morgan  for  other  nonprofit  jobs. 
"He's  disciplined,  organized,  he  knows 
how  to  count,"  says  Roche.  "Too  many 
people  in  that  business  are  fuzzy- 
headed." 

No  fuzziness  here.  In  a  field  where 
outcomes  are  difficult  to  quantify,  Mor- 
gan insists  on  showing  results  beyond 
spruced-up  buildings.  Look  at  the  Bow- 
ery Mission  Transitional  Center,  the 
rehab  program  on  Manhattan's  Avenue 
D  that  opened  in  1994. 

Seventy-seven  men  at  a  time  undergo 
an  intensive  nine-month  rehab  program. 
Because  the  center  is  fully  government 
funded,  there  is  no  overt  proselytizing, 
but  Morgan  says  the  entire  staff,  from  so- 
cial workers  to  cafeteria  workers,  are 
deeply  religious.  More  than  half  are  for- 
merly homeless  graduates  of  the  mis- 
sion's program.  At  Avenue  D,  he  says, 
faith  is  "caught,  not  taught."  Not  all  who 
enter  the  program  graduate,  but  among 
those  who  do,  80%  remain  drug-  and  al- 
cohol-free and  employed  a  year  later. 
There's  a  37-year-old  man  who  used  to 
live  in  a  Manhattan  homeless  shelter  and 
is  now  making  $1 1  an  hour  as  a  baggage 
handler  for  an  airline.  A  42-year-old  for- 
mer drug  addict  is  a  prep  cook  at  a  Man- 
hattan restaurant. 

Morgan  hasn't  finished.  He  wants  to 
expand  the  mission's  women's  residence 
and  career  training  work.  But  he's  more 
than  satisfied  with  his  accomplishments. 
"Here's  this  amateur  guy  who  takes  what 
he  learned  at  GE,"  he  says,  sounding  like 
an  unreconstructed  corporate  commu- 
nicator. "I  [e  watched  *  .1  's  turnarounds 
for  20  years.  And  then  he  gets  to  do  it 
and,  lo  and  behold,  it  works!"  F 
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A  British  Gucci 

If  ever  a  luxury  brand  had  untapped  potential, 
it  was  Burberry.  Rose  Marie  Bravo,  a  tried- 
and-true  New  Yorker,  has  set  about  realizing  ii 


BY  RICHARD  HELLER 

YOU  MAY  HAVE  NOTED  THE  CHIC, 
even  racy,  ads  and  photo  spreads 
recently  featuring  the  famous 
Burberry  plaid  pattern.  It's  hot.  So  hot 
that  lately  outsiders  have  been  appro- 
priating the  look.  Good  thing  the  label's 
designers  were  already  toying  with  the 
cross-hatched  lines,  keeping  current. 

Good  buzz  for  Rose  Marie  Bravo's 
makeover  of  the  143-year-old  British 
fashion  brand.  When  FORBES  last 
looked  in,  the  American  retailing  vet- 
eran had  just  come  over  from  Saks  Fifth 
Avenue  to  add  some  bolder  accents.  So 
far  it's  a  work  in  progress.  Sales  in  her 
first  full  year  fell  20%,  to  $340  million, 
and  operating  profit  (net  before  depre- 


ciation, interest  and  taxes)  sank  57%, 
an  anemic  $18  million.  That  reflected 
paring-back  of  small-shop  and  gra 
market  distribution,  plus  the  recessio) 
in  Asia,  Burberry's  dominant  market 

This  fiscal  year,  concluding  at  t 
end  of  March,  looks  much  better.  Sal 
were  up  5%  in  the  first  half,  and  opera 
ing  profits  are  up  18%.  A  good  holid 
season  should  mean  a  double-digit  re 
enue  boost  for  the  year. 

Just  as  heartening  for  this  unit 
Great  Universal  Stores  Pic.  is  their  fas 
ion  forwardness.  In  the  rag  trade  thes 
days,  turning  a  flagging  brand  aroun 
is  called  "doing  a  Gucci,"  afte 
Domenico  De  Sole  and  Tom  Ford' 
stunning  success  at  building  nearl 


Checkmate:  After  early  financial  frustrations,  Bravo  has  the  fashion  business  talking. 
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Burberry 

bankrupt  Gucci  Group  into  an  $11.1 
billion  (market  cap)  fashion  power- 
house (see  "Street  Cred,"  Dec.  15, 1997). 
Maybe  Rose  Marie  Bravo  can  do  a 
Gucci  on  Burberry. 

Bravo,  48,  is  a  native  New  Yorker 
whose  retail  training  started  after  col- 
lege at  the  old  Abraham  &  Straus 
chain.  She  jumped  to  Macy's,  then  in 
1987  to  I.  Magnin  &  Co.,  where  she 
was  chief  executive.  Then  came  five 
years  turning  Saks  around. 

Burberry  badly  needs  Bravo's  mer- 
chandising and  distribution  talents. 
Quintessentially  British,  it  was  develop- 
ing into  a  global  luxury  brand  until  the 
late  1970s.  But  then  the  newly  rich 
Japanese  and  other  Asians  discovered 
its  famous  (and  trade- 
marked)  pattern.  Manage- 
ment awarded  a  master  li- 
cense for  Japan  to  the 
Mitsui  trading  company  in 
the  mid-1970s;  by  the  mid- 
1990s  the  Far  East  ac- 
counted for  an  unbalanced 
75%  of  Burberry's  sales. 

"It  almost  became  an 


offered  cheaply  in  Asia  only  to  be  di- 
verted back  to  Western  markets  at  dis- 
counts— hurt  sales  last  year,  but  Bravo 
is  happy  to  pay  the  short-term  price. 
"That  sort  of  business  just  makes  fig- 
ures, shows  sales,  but  it  hurts  the  brand 
and  its  image,"  she  says,  adding:  "Dior 
had  to  take  the  same  step,  and  it  cost 
them  some  money  at  first." 

No  merchandiser,  no  matter  how 
smart,  can  succeed  without  an  equally 
talented  designer.  Gucci's  De  Sole  has 
Tom  Ford.  Prada's  Patrizio  Bertelli  has 
his  talented  wife,  Miuccia  Prada. 
Burberry's  design  chief  and  creative  di- 
rector is  34-year-old  Roberto 
Menichetti.  Born  in  Buffalo,  N.Y.,  where 
his  father  worked  for  Ford  Motor, 


Listen  to  Bravo:  "Coming  in,  I  h 
studied  Hermes  and  Gucci  and  oth 
great  brands,  and  it  struck  me  that  ev 
during  the  periods  when  they  h 
dipped  a  bit,  they  never  lost  the  essen 
of  whatever  made  those  brands  sin 
And  I  thought,  'This  man  will  retai 
what's  good  and  move  us  forward.'" 
Judy  Collinson  is  a  general  me 
chandise  manager  at  Barneys  in  Ne 
York.  From  her  vantage  point  Bravo 
already  well  along  at  doing  a  Gucci : 
Burberry. 

"We've  had  some  very  positive  re 
sponses,  particularly  to  the  way  Robert 
[Menichetti]  works  with  leather  coal 
and  accessories,  and  with  shearling  fc 
collars  and  linings,"  Collinson  report 
"And  I'll  tell  you  somethin 
else  that  is  going  well:  th 
plaids.  They  [Bravo  an 
Menichetti]  have  been  play 
ing  with  the  plaids — length 
ening  the  stripes,  changin 
colors,  giving  them  a  ne 
life — and  our  customer 
seem  to  be  taking  to  tha 
What  she  [Bravo]  is  trying  t< 
do  is  not  an  easy  thing,  but 


Gray-market  trade  "shews  sales,  but  it  hurts  ^  w***  1 
the  brand  and  its  image.  Dior  had  to  take  the  J^^J^t 
same  step,  and  it  cost  them  money  at  first."    S^S^ttii!™! 


Asian  brand,"  winces  Bravo,  "particu- 
larly in  the  eyes  of  British  and  Ameri- 
can customers."  Even  as  she  began  to 
unwind  that  association,  the  Asian  a  i 
sis  struck  and  hit  all  luxury  brands,  few 
as  hard  as  Burberry. 

What's  more,  Bravo's  predecessors 
lost  focus  oil  distribution,  allowing  too 
many  small  shops  to  carry  the  brand 
and  failing  to  gel  its  goods  into  the  big 
fashion  retail  chains.  Bravo:  "We  were 
selling  in  20  small  shops  in  Knights- 
bridge  alone,  but  we  weren't  in  Har- 
rods.  In  the  U.S.,  stoics  like  Barneys, 
Neiman  Marcus  and  Saks  were  only 
selling  our  raincoats — no  accessories, 
those  high-margin  items!  All  that  had 
to  be  straightened  out." 

Weeding  out  gray-market  goods — 
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Menichetti  was  raised  in  Gubbio,  an 
Umbrian  medieval  town  north  of 
Rome.  His  mother,  Yvonne,  owns  an  ap- 
parel manufacturing  firm,  Menichetti 
I  onfezioni,  that  turns  out  Burberry 
women's  wear  there. 

Menichetti's  challenge  is  twofold. 
I  \c  must  redesign  Burberry's  raincoats 
and  other  traditional  products  so  as  to 
keep  them  fresh  and  attractive  to  new 
generations  of  customers.  And  he  must 
extend  the  Burberry  image  to  a  new 
range  of  products — from  the  hip, 
youth-oriented  dresses  and  skirts  of  the 
Prorsum  women's  wear  collections  to  a 
line  of  slim-tailored  Italianate  (but  still 
British)  men's  suits — so  as  to  bring  in 
new  customers  and  broaden  the  com- 
pany's sales  base. 


evinces  no  interest  in  doinj 
anything  but  building  this  part  of  it; 
mix  of  retail,  property  developmen 
and  finance.  Says  Victor  Barnett 
Burberry's  chairman:  "Repositioning 
Burberry  requires  dealing  with  a  great 
many  specifics  and  that  takes  time.  Thi 
is  one  reason  why  Rose  Marie  is  so 
good  for  us,  because  at  the  crux  of  th< 
business  is  the  merchandising  and  mar 
keting,  the  creation  of  revenue.  These 
brand-development  projects  simply 
take  more  time  than  you  media  peopl 
expect  them  to." 

Bravo  herself  cites  Gucci:  "That 
turnaround  took  at  least  ten  years."  She 
sees  Burberry's  rebirth  as  "at  least  a 
five-  to  six-year  project.  That's  what  we 
planned  for  when  I  came  in.  And  I've 
seen  nothing  to  change  my  mind."     F 
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Philips  Inside 

With  hardly  any  notice,  an  electronics  mainstay 
has  become  an  important  supplier  of 
semiconductors  to  its  competitors.  On  that  change 
in  strategy  rests  a  very  impressive  turnaround. 


o 


BY  DEBORAH  ORR 

A Dl  CADE  AGO  THE  CHIPM  \kl\< , 
arm  of  Royal  Philips  Electronics 
was  close  to  bankruptcy.  Head- 
quarters thought  of  selling,  but  "no- 
body was  interested,"  recalls  Arthur  van 
der  Poel,  head  of  the  unit.  Lucky  stroke. 
Last  year  Philips  Semiconductors  con- 
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tributed  14%  of  the  Dutch  giant's  $33.5 
billion  in  revenue,  but  more  than  a 
third  of  its  profits. 

It's  been  a  boom  time  for  most 
semiconductor  makers,  and  Philips  has 
ridden  that  wave.  Operating  margins 
are  running  at  around  13%  in  chips, 
versus  4%  in  Philips'  traditional  busi- 


ness of  consumer  electronics 
TV  sets,  videocassette  recorde 
mobile  phones  and  the  like.  Ar 
the  chip  business  is  distinctive  f< 
Philips  in  another  way:  Th 
prominent  brand  (everywhe 
but  in  the  U.S.,  until  lately) 
making  products  to  be  sold  ir 
side  other  manufacturers'  boxes 
"We  are  the  Intel  of  the  TV 
laughs  Van  der  Poel.  Many 
Philips  Semiconductors'  higr 
margin  chips  go  into  its  own 
competitors'     TVs,     produc 
that  look  like  TVs  (comput< 
monitors,  say,  or  global  positior 
ing  systems)  or  peripherals  th 
can  be  used  with  TVs  (DVD  play 
ers,   for   example).   Like   IBlv 
Philips  has  discovered  honor  i 
selling  to  putative   rivals.  B 
broadening  its  market  to  includ 
competitors,  Philips  has  built 
number  one  market  share 
45%  in  TV  semiconductors. 

Scale  economies  are  key  t< 
profits  in  such  technology-inten 
sive  lines.  Philips  chips  can  als< 
be  found  in  half  the  world' 
phones.  Philips  is  also  insid 
many  CD  players  and  other  audic^ 
equipment. 

Under  Chairman  Cor  Boon 
stra,  brought  in  from  Sara  Let 
nearly  six  years  ago  to  improv< 
lackluster  profitability,  Philip* 
has  been  spending  big  money  oi 
designing  and  making  chips  fot 
wireless  appliances — the  cell- 
phone-like devices  that  will  link 
users  to  the  Internet.  Last  June 
Boonstra  paid  $1.2  billion  for 
Silicon  Valley's  VLSI  Technology. 
Its  battery-powered  chips  run 
mobile-phone  handsets.  But 
Boonstra  wants  more  from  the 
wireless  revolution  than  better 
cell  phones. 

"Wireless  communication  is  ab- 
solutely essential  for  every  consumer 
electronics  business,"  says  Boonstra.  "We 
need  to  have  a  TV  that  can  communicate 
with  an  audio  system  and  with  a  set-top 
box  without  any  further  wiring." 

Also  under  development:  a  digital 


piggest  at  the  Bits 


r   A  rising  semiconductor  market  has  lifted  most 
!    producers,  but  Philips  stands  to  gain  ground  as 

its  strong  suit,  consumer  products,  accounts  for 

more  chip  use  in  future  years. 


1999 
Rank 


Company 


1999  Estimated 

Revenue 

($mil) 


1998-99 
Growth 


1 

Intel 

$25,810 

13.3% 

2 

NEC 

9,216 

12.0 

3 

Toshiba 

7,594 

28.4 

1     4 

Samsung 

7,095 

49.5 

4 

Texas  Instruments 

7,095 

22.0 

1     6 

Motorola 

6,425 

-9.4 

1     7 

Hitachi 

5,521 

18.3 

(I     8 

STMicroelectronics  NV 

5,080 

21.0 

J     9 

Philips 

5,065 

13.9 

10 

Infineon  (Siemens) 

5,010 

28.2 

Total  Market 

160,133 

17.6 

Source:  Dataquest  (January  2000). 

ideo  platform  for  interactive  enter- 
ainment  systems.  Branded  Nexperia, 
he  platform  will  allow  Philips  (and  its 
:ustomers)  to  update  and  individualize 
heir  appliances  by  customizing  the 
oftware.  This  is  much  more  economi- 
:al  than  designing  new  hardware. 

The  thriving  semiconductor  busi- 
less  should  mean  excellent  growth  for 
:ompanies  like  Philips,  says  Clark  Fuhs 
)f  technology  research  and  consulting 
irm  Dataquest.  He  explains  that  more 
irms  will  be  outsourcing  their  chip  de- 
;ign  and  fabrication  in  the  future.  Last 
fear  Motorola  made  the  strategic  deci- 
sion to  outsource  50%  of  its  chip  sup- 
jly — a  boon  for  Philips  and  other  com- 
panies that  have  invested  in  smart  chips 
for  the  wireless  industry. 

To  make  sure  that  it  has  the  capacity 
to  meet  demand,  Philips  is  building  a 
plant  in  Singapore  to  make  high-mar- 
gin integrated  circuits  for  consumer 
electronics.  It  should  be  completed  next 
year.  The  plant  is  a  joint  venture  with 
Taiwan  Semiconductor  Manufacturing 
Corp.,  the  hugely  successful  foundry 
Philips  helped  the  Taiwanese  govern- 
ment fund  with  $60  million  in  seed 
money  in  1986.  Philips  owns  27%  of 
Taiwan  Semi,  whose  stock  trades  in 
Taipei.  That  stake  is  now  worth  around 
$13  billion,  embedded  in  Philips'  own 
$65  billion  stock  valuation. 

The  chip  push  reflects  a  significant 


shift  in  emphasis  at 
Philips.  And  in  a  com- 
pany with  227,000  em- 
ployees, there's  plenty  of 
room  for  repositioning. 
Boonstra  has  been  ruth- 
lessly selling  off  busi- 
nesses that  don't  play  to 
Philips'  strengths.  In 
1998  Boonstra  sold 
Philips'  PolyGram  en- 
tertainment business  for 
$5.2  billion  cash,  plus  48 
million  shares  of  Sea- 
gram, worth  $1.4  billion 
at  that  time.  After  buy- 
ing VLSI  and  half  of  a 
South  Korean  maker  of 
liquid  crystal  displays,  as 
well  as  investing  in  the 
chip  businesses,  Boonstra  still  has  $2.2 
billion  left.  Industry  buzz  says  that  he 
may  use  some  of  the  hoard  to  buy  Vivid 
Semiconductor,  a  Chandler,  Ariz.-based 
company  that  makes  chips  for  flat- 
panel  displays. 

Philips'  semiconductor  unit  is  now 
the  world's  ninth-largest  chipmaker 
(see  table)  with  revenues  of  $5  billion. 
Which  presents  Cor  Boonstra  with  an 
interesting  question.  Siemens,  the  Ger- 
man conglomerate,  is  now  in  the 
process  of  spinning  off  number  ten, 
Infineon,  and  taking  it  public.  The 
mid-March  IPO  was  ex- 
pected to  raise  more 
than  $5  billion  and  val- 
ues Infineon  at  around 
$17  billion,  even  before 
any  post-offering  leap 
in  price. 

Doing  an  Infineon 
with  Philips  Semiconductors  would  al- 
most certainly  push  Philips'  stock  higher. 
Thanks  to  Boonstra's  disciplined  assets 
sales,  and  exploding  demand  for  semi- 
conductors, the  stock  has  more  than 
doubled  since  October,  to  a  recent  $192 
a  share.  Even  so,  Philips  is  valued  at  just 
over  2  times  revenues  and  30  times  likely 
2000  earnings,  a  34%  "conglomerate" 
discount  from  what  ING  Barings  figures 
is  a  sum-of-the-parts  valuation  of  $291 
a  share. 

But  Boonstra  won't  hear  of  cleaving 


Philips  Semiconductors  off  from  the 
main  company.  "This  is  the  first  year  we 
haven't  talked  about  splitting  up  the 
company,"  he  says.  He  hints,  however, 
that  Philips  may  divest  a  few  more  of  its 
noncore  businesses.  Origin,  its  prof- 
itable software  division,  could  be  the 
next  on  the  block. 

Of  course,  chips  are  cyclical,  and  the 
day  may  soon  come  when  the  company 
is  glad  it  still  has  a  big  presence  in  ap- 
pliances, medical  electronics  and  light- 
ing. With  the  old  branded  lines,  though, 
there's  work  still  to  be  done — especially 
in  the  U.S.,  where  Philips  has  long  sold 
under  familiar  names  such  as  Magnavox 
and  Norelco.  First  lightbulbs  and  now 
appliances  are  being  sold  with  the  inter- 
nationally recognizable  Philips  label. 
Soon  nearly  everything  the  company 
markets  in  the  U.S.  (except  its  high-end 
Marantz  audio  equipment)  will  con- 
form. Supporting  the  new  brand  strat- 
egy is  a  flashy  $100  million  TV-and-print 
ad  campaign  aiming  Philips'  image  at 
25-  to  35-year-old  American  consumers. 

Philips'  greatest  weakness?  Uncer- 
tainty over  who  will  succeed  the  force- 
ful Boonstra,  now  62,  when  he  steps 
down,  perhaps  as  early  as  this  year  or 
next,  according  to  Amsterdam  gossip. 
(The  company  declines  to  comment.) 
Boonstra's  handpicked  successor,  for- 
mer Compaq  Computer  executive  Roel 


"This  is  the  first  year  we 

haven't  talked  about 
splitting  up  the  company." 


Pieper,  butted  heads  with  Boonstra  and 
left  Philips  last  June,  barely  a  year  after 
being  recruited.  Other  members  of 
Philips'  managing  board  have  left  in  the 
past  year  and  a  half,  several  to  join  com- 
petitors. Partners  at  executive  search 
firms  say  that  Philips  is  having  a  hard 
time  attracting  management  talent. 

Looks  to  us  like  perception  is  lag- 
ging reality.  Thanks  to  its  focus  on 
semiconductors,  Philips  is  in  the  ascen- 
dancy. Boonstra  has  built  a  turnaround. 
Now  watch  the  managers  come.         F 
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Body  Block 

Dana  Corp.'s  new  scheme  for  building  cars  in 
pieces  could  save  manufacturers  a  bundle. 
The  UAW  is  having  none  of  it. 


BYTERRIL  YUE  JONES 

LAST  YEAR  GENERAL  MOTORS  AN- 
nounced  a  dramatic  plan  to 
change  its  manufacturing  methods 
and  potentially  save  billions  of  dollars. 
It  would  build  new  factories  using 
modular  production,  where  suppliers 
would  deliver  finished  sections — from 
doors  and  dashboards  to  fully  assem- 
bled chassis  and  suspension 
systems — that  are  normally 
assembled  at  the  factory 

But  GM's  "Project  Yel- 
lowstone" never  got  any- 
where. The  United  Auto 
Workers  screamed  of  job 
losses  and  GM,  leery  of  a 
strike,  retreated.  "The  word 
'modular'  is  no  longer  in 
GM's  vocabulary,"  was  the 
concession  in  February 
from  Donald  Hackworth, 
GM's  senior  vice  president 
of  manufacturing. 

Well,  it's  in  Daimler- 
Chrysler's    vocabulary — 
just  not  in  the  U.S.  Modu- 
lar production   is  going 
ahead    at    full    speed    in 
Brazil,  where  parts  supplier 
Dana  Corp.  is  pioneering 
manufacturing  techniques 
alongside  a  Chrysler  pickup  truck  fac- 
tory. Dana's  plant  showcases  how  mod- 
ularity could  be  done  to  great  success  in 
the  U.S.,  if  the  union  ever  agreed  to  it. 

Dana  manufactures  a  fully  assem- 
bled chassis  at  its  factory  in  Curitiba,  220 
miles  southwest  of  Sao  Paulo  and  just  2 
miles  from  the  Chrysler  plant  that 
opened  in  1998.  Dana  delivers  axles  and 
driveshafts  to  Chrysler,  while  other  sup- 
pliers deliver  the  frames,  brakes,  steering 
components  and  the  like.  Workers  at  the 
Chrysler  plant  then  assemble  all  of  that. 

90       FORBES"    April  3.  2000 


Instead,  Dana  builds  a  "rolling 
chassis,"  so  called  because  it's  complete 
with  tires,  springs,  shock  absorbers, 
fuel  tank,  brakes  and  steering  compo- 
nents. The  modular  method  even  goes 
back  to  the  subsuppliers,  who  them- 
selves deliver  modules  to  Dana  for 
assembling. 

All  of  this  allows  Dana  to  eliminate 


Chief  Joseph  Magliochetti  wishes  he  could  make  that  chassis  in  the  U.S. 

inventory  so  its  plant  need  only  be 
76,000  square  feet — half  the  standard 
size — and  cost  only  an  estimated  $14 
million,  compared  with  the  usual  $100 
million  or  more.  It  also  employs  fewer 
than  100  people  in  all,  with  only  about 
20  workers  on  the  assembly  line. 

Dana  can  get  a  chassis  to  Chrysler  a 
mere  108  minutes  after  it's  ordered. 
Chrysler  in  turn  can  get  by  with  a 
smaller  factory  and  fewer  people,  and 
>-pend  less  time  pumping  out  Dakotas 
1       use  the  chassis  is  in  one  piece. 


"The  rolling  chassis  shows  how  f; 
you  can  go  with  modular,"  prepackaj 
ing  up  to  a  third  of  a  vehicle,  says  Dar 
Chairman  Southwood  Morcott. 

But  modularity  is  the  UAW's  wor 
nightmare.  A  University  of  Michiga 
study  says  74,000  union  jobs  would  t 
lost  to  modular  production  if  it  wei 
adopted  in  the  U.S.,  mostly  becaus 
jobs  would  move  from  unionized  aut 
plants  to  nonunionized  parts  supplier. 
"Just  another  way  to  destroy  good-pa) 
ing  jobs,"  UAW  President  Stephen  P.  Yo 
kich  has  said. 

But  Yokich  is  probably  waging 
losing  battle.  "I  think  they're  puttin 
their  head  in  the  sand,"  Morcot 
says.  Indeed,  Michigan's  study  says  si: 
suppliers  plan  to  introduce  a  rollini 
chassis  to  North  America 
And  it  doesn't  have  to  b 
forced  on  to  the  UAW.  Wit! 
half  of  the  UAW's  au 
toworkers  eligible  to  retin 
in  five  years,  Dana  Chie 
Executive  Joseph  Maglio 
chetti  says:  "The  unior 
workers  can  retire  with 
dignity,  and  the  manufac- 
turers can  rely  on  [modu 
larity]  for  growth." 

Dana  has  already  been 
doing  some  modular  pro- 
duction with  heavy  trucks 
in  the  U.S.  Unlike  passen 
ger-car  makers,  truckmak 
ers  aren't  highly  integrated, 
so  modules  don't  take  jobs 
out  of  those  factories, 
which  in  any  event  aren't 
unionized.  Nor  are  the 
Japanese-  and  German 
owned  factories  in  the  U.S.,  which  frees 
them  to  do  modular  work. 

But  it's  overseas  where  modularity 
is  catching  on  in  a  big  way.  Dana  is 
making  corner  suspension  modules  for 
GM  and  Ford  passenger  cars  in  Aus- 
tralia. Ford,  GM,  DaimlerChrysler,  Volk- 
swagen and  Fiat  employ  modules  in 
Europe  and  Latin  America. 

If  the  UAW  remains  recalcitrant, 
manufacturers  will  move  more  produc- 
tion overseas.  That  would  kill  UAW  jobs 
all  the  faster.  F 


\r  25,  I  wanted  to  MAKE  vice  president. 
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At  35,  I  wanted  to  MAKE  my  first  million. 


At  45,  I  wanted  to  MAKE  enough  to  buy  the  company. 


Now  all  I  want  is  to  MAKE  it  around  this  track  two-tenths  of  a  second  faster. 
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Vt  Lincoln  Financial  Group,  we  offer  clear,  understandable,  customized  solutions  to  help  you  manage,  protect 
and  enjoy  the  work  of  a  lifetime.  Call  us  at  1-877-ASK-LINCOLX.  Clear  solutions  in  a  complex  world 

www.lfg.com 


Estate  and  Financial  Planning  •  Mutual  Funds  •  Annuities  •  Life  Insurance  •  401  (k)  Plans  •  Investment  Management 


3  1999  Lincoln  National  Corporation  Financial  planning  services  ottered  through  Lincoln  Financial  Advisors  Corp.  or  Sagemark  Consulting,  Inc  .  registered  investment  advisors  Securities  offered  through  Lincoln  Financial  Advisors, 
a  broker-dealer.  Insurance  offered  through  Lincoln  affiliates  Lincoln  Financial  Group  is  the  marketing  name  tor  Lincoln  National  Corp.  and  its  affiliates  CRN981 1-1504 
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Anybody  Out  There? 

Malcolm  Frank  had  three  months  to  hire  70  professionals  for  his 
consulting  firm.  One  tip:  Don't  count  on  those  fancy  Web  job  boards. 
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BY  JOANNE  GORDON 

AT  8  P.M.  ONE  NIGHT  LAST  NOVEMBER  MALCOLM 
Frank  was  driving  on  the  Massachusetts  Turnpike 
when  his  cell  phone  rang.  Frank's  e-business  con- 
sulting firm,  Nerve  Wire,  was  all  of  three  months 
old — and  in  a  desperate  scramble  to  hire  staff.  His 
marketing  director  was  calling  to  get  a  catchy  tag  line  for  a 
recruiting  ad  she  was  placing  in  the  Boston  Globe. 


NerveWire  wanted  project  managers,  technical  architects, 
database  administrators,  developers  and  strategy  consultants. 
The  firm  didn't  even  have  a  chief  operating  officer.  With  only 
1 9  people  on  the  payroll,  Chief  Executive  Frank  needed  at 
least  another  70  by  February  2000  to  make  first  quarter  rev- 
enue projections  of  $2  million. 

NerveWire  is  racing  to  build  digital  markets  where  com- 
panies buy  and  sell  products  online.  Competitors  such  as  Sci- 
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expense  management  solutions: 
corporate  purchasing  card 
corporate  card 


business  travel 


consulting 

global  information 


online  business  center 
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How  can  business  bring  costs  down  to  size? 

Introducing  American  Express* expense  management  solutions.  We  offer 
innovations  like  American  Express  @  WorkSM-our  new  online  business  center- 
to  help  business  spend  less  on  what  it  needs  most.  Let  us  work  with 
your  company  to  save  you  money  in  ways  you  never  thought  possible. 


do  more 


AMERICAN  I 
|Pg>RESS 


Call  1 800  AXP-1200,  ext.  20,  or  visit  www.americanexpress.com 


Corporate 
Services 





The  Chief  Executive 

MALCOLM  FRANK,  34 


BACKGROUND  Ex-Wall  Street 
trader  helped  build  Cambridge 
Technology  Partners. 
MISSION  Lure  senior  managers 
who  want  a  long-term  investment, 
not  a  get-rich-quick  flip. 
MUSCLE  Intuitive— can  weed  out 
winners  from  losers;  knows  when 
to  sell,  when  to  shut  up. 
PITCH  It  can  be  riskier  to  stay  at  a 
big  firm  than  to  jump  to  a  small  one. 
RECRUITING  MANTRA  "In  this 
economy  you're  only  as  good  as 
your  network  and  reputation." 


ent  or  Sapient  already  boast 
strong  brands  and  market  values 
well  above  $6  billion.  What  do 
they  have  that  NerveWire  doesn't? 
Lots  of  employees. 

For  over  four  months  FORBES 
followed  NerveWire's  sometimes 
erratic  trial-and-error  attempt  to 
staff  up  in  the  tightest  labor  mar- 
ket since  1970.  Founded  on  Aug. 
23, 1999,  NerveWire  had  no  trou- 
ble getting  clients  or  financing  (a 
venture  fund  put  up  $60  million 
before  it  even  had  a  business 
plan).  The  VC,  Thoma  Cressey 
Equity  Partners  in  Chicago,  re- 
cruited Frank  from  Cambridge  Technology  Partners  to  build 
the  firm.  The  easy  part  was  over.  But  now,  could  Frank  find 
the  people  to  do  the  work? 

Stepping  on  the  gas  pedal  in  his  black  Mercedes,  Frank, 
34,  composed  a  headline  for  the  Sunday  want  ad:  "Get  in  on 
the  ground  floor  of  a  well-funded  startup." 

The  $40,000  ad  flopped.  From  90  resumes  submitted, 
NerveWire  found  only  one  Web  site  architect  to  hire. 

Frank  clearly  needed  better  tactics.  He 
couldn't  tap  Cambridge  Technology  for 
workers  because  of  a  no-solicitation 
agreement.  He  had  no  fancy  software  to 
quickly  scan  and  store  hundreds  of  re- 
sumes. He  had  no  branding  logo,  and  the 
firm  barely  had  an  office.  The  cramped 
temporary  space  was  20  minutes  outside 
Boston,  in  Wellesley,  Mass.  Its  rented  fur- 
niture, mauve  prefab  walls  and  empty 
bookshelves  screamed  tacky.  AJ1  of  which 
meant  he'd  have  to  spend  more  than  the 
initial  $300,000  recruitment  budget. 

Frank  wanted  a  type  he  dubbed  a 
"kinder,  gentler  type  A":  bright,  experi- 
enced, energetic  people  with  heart  and 
humor.  "A  players  hire  A  players," 
preached  Frank.  "Hire  B  players  and  you 
end  up  with  a  company  full  of  Cs." 

In  early  October  NerveWire's  first 
recruiter,  Julianne  Small,  joined  the 
firm  from  GTE  Internetworking.  She 
was  27,  irrepressibly  bubbly,  said  "cool" 
a  lot  and  knew  how  to  trawl  the  Web  for 
resumes.  She  immediately  signed  up  on 
the  Internet  site  Monster  Board  for 
about  $15,000.  Some  200 


JULIANNE  SMALL 


resumes 

rolled  in  during  her  first  two  weeks.  She 
called  promising  candidates  with 
NerveWire's  hot  points:  $60  million  in 
seed  funding,  a  business-to-businevs 


BACKGROUND  Recruited  180  people 
in  18  months  at  former  employer. 

MISSION  Hire  at  least  four  people 
a  week. 

MUSCLE  Energy— spent  four  months 

doing  job  of  ten;  scans  resumes 

in  seconds. 

PITCH  "Our  founders  aren't  fresh 

out  of  college,  they're  seasoned 

managers." 

RECRUITING  MANTRA  Look  beyond 

candidate's  past  job  titles  to  prior 

responsibilities  and  behavior. 


focus,  a  chance  to  get  in  on  a  startup. 

But  the  Web-induced  prospects  were  disappointing. 
They  were  too  junior  or  too  unfamiliar  with  e-business  or 
just  didn't  "get  it."  Small  switched  tactics.  She  narrowed  her 
search  to  big  firms  like  Andersen  Consulting  and  EDS, 
combing  their  press  releases  for  names.  Meanwhile,  Frank 
wooed  senior  executives:  a  guy  who  had  left  IBM,  someone 
from  McKinsey  &  Co.,  the  head  of  e-commerce  at  a  chemi- 
cal firm.  In  mid-October  Frank  dined 
with  an  acquaintance,  Kirk  Arnold, 
president  of  Computer  Science  Associ- 
ates' consulting  practice. 

Arnold,  40,  was  a  powerhouse  man- 
ager who  helped  build  IBM's  services 
business  before  joining  CSC  in  1995.  She 
typically  ignored  recruiting  calls  but 
agreed  to  meet  Frank  more  out  of  re- 
spect than  interest  in  his  startup.  Frank 
asked  her  to  be  chief  operating  officer. 
She  thought  about  it  over  Thanksgiving. 
By  November  NerveWire  was  inter- 
viewing eight  people  for  every  one  it 
hired,  a  pace  too  slow  to  hit  staffing 
goals.  "I'm  petrified,"  said  Steven  Sex- 
ton, a  director  of  operations  who  had  to 
find  ten  staffers  immediately  to  service 
four  new  client  projects.  Senior  Vice 
President  Sanjiv  Gossain  was  also  frus- 
trated. His  digital-market  architecture — 
the  crux  of  NerveWire's  B2B  services- 
was  behind  schedule. 

Small  tried  holding  open  houses  in 
Boston  and  on  the  West  Coast.  Thirty 
people  came  to  each,  but  it  was  a  motley 
mix.  NerveWire  made  only  three  offers; 
all  accepted. 

One  quick  way  to  find  people  is  to 
buy  the  outfit  they  work  for.  Fran! 
found  his  first  target  in  November! 
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We're  moving  the  world  of  business... 


from  here 


THE   INTERNET   MADE  THE   WORLD  SMALLER,  WE  MAKE   IT   PORTABL. 

Today  you  can  hold  the  power  of  the  office,  the  Internet,  e-mail  and  e-comi, 

in  the  palm  of  your  hand.  Indoors  or  out.  Without  wires.  We're  Aether,  the  only 

connection  your  business  needs  to  the  wireless  world. 


Wireless  Solutions  for  a  Portable  Planet. 


1.800.854.0473    •    aethersystems.com 
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Boston-based  Northeast  Consulting  would  bring  in  28  strat- 
egy consultants — not  to  mention  Hewlett-Packard  and  Cisco 
as  clients. 

Frank  also  removed  all  limits  on  the  recruiting  budget.  "It 
defies  logic  not  to  go  crazy  hiring,"  Frank  told  his  staff.  Why 
not  give  BMWs  or  hold  a  recruiting  seminar  in  sunny 
Bermuda?  Someone  suggested  parking  mobile  billboards 
outside  competitors'  offices.  But  these  gimmicks  would  take 
too  long  or  not  attract  the  right  people. 

As  for  compensation,  NerveWire's  package  was  already 
sweet.  It  included  competitive  salaries  (roughly  $140,000  for 
software  architects,  for  instance),  annual  bonuses,  stock  op- 
tions in  NerveWire,  as  well  as  equity  in  clients'  companies. 
Tweaking  salaries  another  $10,000  was  not  the  answer. 

"We  have  to  tap  into  people's  egos,"  said  Frank.  Forget 
monetary  rewards;  cater  to  the  candidates'  sense  of  self- 
worth.  Who  wouldn't  feel  special  when  asked — on  a  first  in- 
terview— to  speak  with  the  company's  founders? 

Between  October  and  November  resumes  from  830  people 

flowed  in.  Of  these,  35  were 
interviewed,  24  received  of- 


It  takes  a  village  of  resumes 
to  build  a  firm.  How 
NerveWire  did  it: 


Number  of  people 
hired  between 
September  1999 
and  February  2000. 

Resumes  received 
over  five  months. 

Percent  of  those 
accepting  offers. 


Acquisition 
29% 


Headhunted 
18% 


Original  founders  6% 
Newspaper  ads  1% 
Open  house  3%  — 


Costto  fers  and  19  accepted.  Was 

recruit  one  person.  Frank  being  too  picky?  He 

thinks  not.  "We  don't  want  to 
wake  up  in  nine  months, 
look  around  and  say,  'My  Cod,  we  wouldn't  let  these  people 
into  our  homes.  Why  are  they  in  this  company?' " 

On  Dec.  4  employees  went  to  a  rope-climbing  course  in 
wooded  Ashland,  Mass.  for  a  day  of  organized  bonding.  It 
was  all  a  bit  corny  for  ex-college 

football  player  Frank,  but  nonethe-  I*ll6  COUP  HlTG 
less  he  found  himself  dangling  24 
feet  above  the  ground,  belayed  by 
his  new  co-workers.  There  was 
Brian  Starzec,  an  e-commerce  spe- 
cialist who  left  Fxterprise  so  he 
could  help  mold  the  young  firm; 
Scott  Dixon,  lured  by  NerveWire's 
B2B  focus;  technical  consultant 
1  leather  Ohata,  following  her  ex- 
colleague  from  Andersen  Consult- 
ing. Frank's  life  was  in  their  hands 
in  more  ways  than  one. 


JOHN  PLANSKY,  35 


BACKGROUND  On  partner  track  at  Andersen  Consulting; 
heard  about  NerveWire  from  friend. 
MISSION  Manage  East  Coast  region. 

MUSCLE  Go-to  guy  for  structuring  large,  creative  deals 
with  global  companies. 

MOTIVATION  TO  MOVE  No  interest  in  transitioning  an  old 
company  into  the  New  Economy;  start  from  scratch. 

CAREER  MANTRA  People  who  have  a  gut  feeling  to  join  a 
startup  can't  be  bought. 

The  weekend's  uplifting  bubble  popped  days  later.  One 
prospect  decided  to  stay  with  his  current  employer;  two  more 
people  turned  down  offers,  claiming  their  wives  were  leery 
about  startups.  Frank's  biggest  defeat:  Kirk  Arnold  turned 
down  the  job.  Old-fashioned  loyalty  kept  her  from  jumping. 

Despite  the  array  of  frenzied  hiring  tactics,  NerveWire 
had  learned  a  lesson:  Employee  referrals  were  by  far  the  most 
effective  recruiting  tool.  They  were  the  least  expensive,  and 
almost  guaranteed  a  personality  fit.  So  NerveWire  promised 
to  put  $5,000  on  an  employee's  credit  card  for  each  referral 
hired,  and  budgeted  an  additional  $350,000  for  the  effort 

NerveWire  broke  for  the  Christmas  holidays  with  two  se- 
nior executive  offers  pending.  Frank  was  optimistic.  "It's  the 
best  time  to  recruit  because  people  take  stock  of  their  current 
situation  and  where  they're  going,"  he  said.  He  was  right. 
Both  candidates  accepted  over  the  vacation. 

On  a  hunch  that  CSC's  Arnold  would  be  doing  some  soul- 


KIRK  ARNOLD.  40 


I 


BACKGROUND  President  of  CSC 
Consulting  Group;  II  years 
at  IBM. 

MISSION  Oversee  NerveWire's 
billable  staff;  woo  new  clients. 
MUSCLE  Knows  how  to  grow, 
motivate  and  deploy  talent. 
MOTIVATION  FOR  MOVE 
Wanted  to  build  B2B  consultancy 
and  get  a  piece  of  client  equity. 

CAREER  MANTRA  Only  take 
risks  that  let  you  learn. 
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After  the  applause  dies  and  the 
warmth  of  countless  handshakes 
fades,  it's  time  to  perform  in  front  of 
a  global  audience.  The  pressure  is 
enough  to  make  any  senior  execu- 
tive  seek  spiritual  guidance.  Or  at 

EVERY  CEO  ENJOYS  A  HONEYMOON 

PERIOD.  BUT  WHAT  DO  YOU  DO  AFTER 

THOSE  THREE  SECONDS  ARE  UP? 

least  a  partner  who  has  an  innate 
sense  of  business  and  how  it 
operates.  After  all,  shouldn't  you 
bask  in  the  glow  of  success  for  a 
little  longer  than  three  seconds? 


ATKEARNEY 

an    EDS    company 


i  atkearney.com 





I  Want  My  Ingots 

Not  every  young  person  wants  to  work  for  a  dot.com.  Brian 
Shaw  got  intrigued  with  the  idea  of  working  for  Esteel  Corp., 
an  online  steel  exchange  based  in  New  York.  A  process  en- 
gineer at  USX's  U.S.  Steel  Group,  Shaw  was  fascinated  that  steel 
marketing  could  be  moved  to  the  Internet. 

But  not  fascinated  enough.  After  seeing  Esteel's  presentation 
at  an  industry  conference,  Shaw  decided  to  keep  his  job  in  the 
smokestack  economy  rather  than  work  for  the  dot.com.  He  cer- 
tainly didn't  stay  for  the  money.  His  starting  salary  at  the  plant  in 
Gary,  Ind.  had  been  just  $38,500.  No  bonus,  no  stock  options. 
He  figured  he  could  learn  more  and  go  further  in  a  steel  mill  than 
at  a  risky  startup.  And  after  two  years  at  U.S.  Steel,  Shaw,  29,  is 
now  a  manager  in  quality  assurance.  "I  like  the  fact  that  it  can  be 


My  kingdom  for  a 

hard  hat:  Brian  Shaw 

chose  a  steel  job  over 

the  New  Economy. 
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a  hands-on  job,"  he  says.  "You  don't  have  to  stare  at  a  computer 
for  eight  hours  a  day." 

If  any  industry  should  have  problems  finding  good  help, 
you'd  think  steel  would  be  at  the  top  of  the  list,  both  because  of 
a  shortage  of  engineering  majors  and  because  steel  is  not  a 
growth  industry. 

Yet  here's  the  surprise:  U.S.  Steel,  at  least,  has  fared  pre 
well  in  landing  job  prospects.  And  in  the  past  several  decades  it 
hasn't  changed  a  thing  in  the  way  it  recruits.  It  still  trolls  at  only 
about  a  dozen  engineering  schools,  like  Michigan  Tech  and  th 
University  of  Pittsburgh.  It  still  offers  extensive  internships.  It  sti 
gives  research  grants  to  professors  with  the  expectation  that  they 
will  refer  top  students. 

The  result  is  that  of  every  three  col 
lege  seniors  given  an  offer  to  become  a 
manager  trainee,  two  accept,  says  re- 
cruiting head  Richard  Schinagl.  And  for 
every  ten  interns  hired,  nine  are  still  with 
the  company  five  years  later.  This,  de- 
spite starting  pay  of  around  $45,000  for 
a  metallurgical  engineer,  barely  compet 
itive  with  an  e-company  salary  and  ol 
course  utterly  lacking  the  kind  of  option 
payoff  expected  from  an  e-company. 

If  smokestack  companies  can't  offer 
untold  riches,  they  can  offer  quick  ad 
vancement  to  young  people.  Downsizing 
in  the  1980s  shrank  middle  management 
at  lots  of  outfits.  So  Eleanor  Mulcahy, 
28,  got  promoted  to  area  manager  for 
National  Steel  Corp.  after  just  five  years 
She  regularly  heads  back  to  her  alma 
mater,  Michigan  Technical  University,  to 
recruit  other  metallurgical  engineers. 

Clearly,  these  folks  just  aren't  awec 
by  the  Internet.  Schinagl  says  that  wher 
students  do  turn  down  U.S.  Steel's  of- 
fers, they  tend  to  go  to  other  manufac- 
turing jobs.  He  recalls  losing  just  one 
student  to  Andersen  Consulting. 

And  for  some  people,  like  Shaw 
nothing  can  beat  the  rush  of  a  "dirty"  jot 
on  the  floor  of  a  steel  mill. 

—Chana  R.  Schoenbergei 


searching,  Frank  called  her  around  Christmas  with  a  final 
pitch:  He  told  her  it  was  riskier  to  stay  at  a  big  firm  than  join 
a  startup.  On  Sunday  night,  Jan.  2, 2000,  Arnold  called  Frank 
to  say  she  was  reconsidering. 

Meanwhile,  every  Friday  in  January  the  entire  staff  set 
aside  client  work  to  interview  candidates.  A  dozen  filtered 
through  the  office  each  day.  The  week's  recruiting  efforts  cul- 
minated at  about  6  p.m.,  when  the  exhausted  interviewers 
voted  on  each  candidate  over  bottles  of  Corona  beer.  It  took 
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30  minutes  to  sift  out  the  day's  losers.  All  told,  23  people 
started  work  in  January. 

By  Valentine's  Day  NerveWire  had  its  95  employees.  The 
effort — not  including  the  acquisition  or  the  credit  card  in- 
centive— had  cost  $650,000,  more  than  double  what  the 
company  anticipated.  Among  the  new  hires  was  Arnold,  whc 
joined  in  mid-January. 

No  rest  for  the  recruiters.  Frank  is  looking  for  anothei 
200  people  by  the  end  of  this  year.  W 


You  11  find  the  lowest  term  life  rates  in 
America  at  Quotesmith.com  or  we'll  overnight 

you  $500.  More  pleasant  surprises  now 

include  instant  automobile,  motorcycle,  family 

medical,  group  medical,  Medicare  supplement 
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"Quotesmith  provides  a  list  of  all  insurance 
companies  &  plans  that  match  specific  needs. 
The  first  to  make  available  this  new  custom- 
search  service."  -  Nation's  Business 

"Get  quotes  on  the  spot.  New  source  for  best 
buys  in  insurance.  One  way  to  get  to  know 
the  market.  "  -  Kiplinger's  Personal  Finance 

"...provides  rock-bottom  quotes  for 
life  insurance."  -  Forbes 


"A  godsend  for  those  who  are  shopping  around  for 
the  best  deal  in  insurance."  -  Independent  Business 

"Quotesmith  offers  particularly  thorough  searches. " 
-  Los  Angeles  Times 

"We  found  the  best  deals  at  Quotesmith..." 
-  Money 

"The...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  -  U.S.  News  &  World  Report 


Quotesmith.com  is  the  only  place  on  earth  where  you  can  get 
instant  insurance  quotes  from  over  300  top-rated  companies. 
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Jet-lagged,  Novell's  Eric  Schmidt  eats  breakfast  at  lunchtime. 
Is  this  any  way  to  do  battle  with  Microsoft? 


ITS  NOON,  AND  NOVELL  INC.'S  ERIC  SCHMIDT,  44,  HAS  JUST 
awakened  to  order  a  breakfast  of  eggs  and  toast.  "Time 
zone  is  the  problem,"  says  the  sleepy  Schmidt,  who  had 
arrived  for  this  interview  in  Switzerland  only  a  short  time 
earlier  from  Novell's  headquarters  in  Orem,  Utah. 
Time  zone  changes  are  one  problem  for  Schmidt.  Tim- 
ing is  a  larger  one.  Novell,  the  $1.3  billion  networking  soft- 
ware company,  has  launched  its  biggest  marketing  drive  ever 
to  promote  its  Internet  directory  and  related  services.  But 
why  now,  just  as  Microsoft  begins  shipping  its  Windows 
2000,  which  houses  a  directory  service  and  other  goodies? 

Microsoft's  Windows  2000  had  been  delayed  for  years, 
representing  a  great  window  of  opportunity  for  Schmidt. 
The  truth  is,  Novell  wasn't  ready  to  roll.  In  the  last  six  critical 
months  it  had  two  key  resignations,  including  that  of  John 
Slitz,  head  of  marketing.  Sixty  others  were  let  go,  many  in  the 
marketing  department.  Steve  Adams,  hired  from  software 
company  Citrix  to  lead  the  worldwide  corporate  marketing 
charge,  is  five  months  into  the  job.  It's  also  the  second  time 
Novell  has  torn  up  its  marketing  department  in  the  last  cou- 
ple of  years. 
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Despite  the  organizational  chaos,  Schmidt  is  serene.  "I  am 
a  low-stress  person,"  he  says,  sipping  his  high-octane  coffee. 
Schmidt  formerly  reported  directly  to  Scott  McNealy  at  Sun 
Microsystems.  As  Sun's  chief  technical  officer,  he  helped  de- 
velop the  Java  programming  language.  "I  am  a  technologist 
who  happens  to  be  a  chief  executive,"  Schmidt  says,  with  no 
small  amount  of  pride.  "The  company  has  had  a  marketing 
campaign  not  coherently  and  globally  delivered.  Marketing 
is  now  our  number  one  issue." 

When  Schmidt  took  over  Novell,  the  Ph.D.  in  computer 
science  was  the  doctor  for  this  sick  patient.  Schmidt  refo- 
cused  the  product  line,  got  shipments  out,  made  cutbacks 
and  basically  did  much  of  the  right  stuff  for  a  successful 
turnaround.  Except  marketing — at  least  not  right  away. 
"When  you  don't  have  the  right  people  for  the  job,  bad 
things  happen,"  he  says. 

Now  he  thinks  he  has  fixed  marketing.  Upon  arriving  in 

October,  Adams,  the  new  marketing  chief,    You  have  t0 

went  around  collecting  information  in  a    ^e  uPearV  ° 
,  compete  with 

binder  he  titled,  "Why  Novell  Marketing    Microsoft. 

Sucks."  Besides  the  mixed  customer  mes-    Novell  slept  in. 


<2>   C0R10 


APPLICATIONS    ON    DEMAND 


SECRETS       TO       SUCCESS:     No.  098 


Dave  Pace,  Senior  Vice  President,  HomeGrocer.com 


How  do  we  manage  our  growth? 

We  hired  Corio. 


HomeGrocer.com  knew  they  would 
need  top  tier  business  applications 
to  manage  their  rapid  growth. 
They  hired  Corio.  Corio  hosts  leading 
applications  such  as  BroadVision, 
Changepoint,  Commerce  One, 
Microsoft,  PeopleSoft,  SAP  and  Siebel 
Systems-all  fully  integrated.  Simply 
access  any  of  these  applications 
over  a  secure  network  for  a  monthly 
fee.  No  big  investments.  No  inte- 
gration costs.  No  IT  worries.  Now 
HomeGrocer.com  can  focus  on  their 
business— and  let  Corio  do  the  rest. 


Get  this  IDC  written 
white  paper  FREE! 

Call  CORIO  at  877.267.4627 
or  visit  www.corio.com 


ChangepoirrtPN 


BROADVISION    C0MMEJJjf^    Microsoft 


©  2000  Corio.  Inc.  All  rights  reserved  All  other  company  and  product  names  3re  trademarks  of  their  respective  owners 
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sages,  Novell  had  aimed  its  campaign  primarily  at  technol- 
ogy people.  "That's  aiming  the  message  at  Dilbert  when  it's 
Dilbert's  boss  who  makes  the  decision,"  says  Dan  Kusnetzky, 
program  director  at  International  Data  Corp. 

Novell's  new  campaign  uses  the  slogan  "Power  to 
Change,"  with  Schmidt  as  the  marketing  icon.  Initial  print 
ads  show  an  open  e-mail  from  Schmidt  (interestingly,  on  a 
Palm  handheld  device,  which  does  not  run  Novell  software) 
promoting  Novell  as  an  Internet  company.  The  ads,  exclu- 
sively print,  are  aimed  at  senior  decision-makers,  and  Novell 
will  spend  double  last  year's  budget.  Novell  declined  to  quote 
a  figure,  but  the  consensus  is  that  it's  minuscule  compared  to 
the  estimated  $200  million  Microsoft  will  spend  on  its  Win- 
dows 2000. 

The  single  message  "Power  to  Change"  is  designed  to 
convey  the  new  direction  Schmidt  has  given  the  company 
since  he  took  over.  That  is,  moving  Novell  from  provid- 
ing corporate  networking  systems  (NetWare)  to  provid- 
ing software  for  business-to-business  e-commerce.  First,  it 
wants  to  sell  its  eDirectory,  a  cross-platform  yellow  pages 
that  allows  corporations  to  construct  global  networks. 
Then  based  on  those  sales,  it  hopes  to  sell  applications  like 
its  caching  software,  used  to  speed  up  Internet  access,  its 
Internet  security  products  and  ZENworks,  which  helps 


with  their  I-Planet  software.  The  ring  is  crowded. 

Summoning  nerve,  we  say  to  Schmidt:  "People  tell  me 
Novell  is  toast." 

A  Novell  public  relations  man  starts  coughing.  Both  ex- 
change looks. 

Now  he's  fully  awake  and  agitated:  "How  much  does  it 
take?"  asks  Schmidt,  raising  his  voice.  "Is  it  ten  quarters  of 
positive  results?  1  would  think  that  three  years  is  enough.  But 
to  follow  that  line  of  reasoning,  Apple  is  toast.  Meanwhile  its 
stock  is  at  an  alltime  high.  Windows  is  going  to  kill  Sun  Mi- 
crosystems; meanwhile  Sun's  stock  is  at  an  alltime  high.  The 
back  office  for  Microsoft  is  going  to  take  out  Oracle.  Mean- 
while Oracle's  stock  is  at  an  alltime  high.  You  know,  all  of 
these  companies  are  toast!  See  what  I'm  saying?  The  argu- 
ment is  false." 

Despite  the  Zen-like  voice,  the  passion  is  there.  But  passion 
doesn't  alter  the  fact  that  a  difficult  road  lies  ahead.  While 
Novell's  stock  is  up  sevenfold  since  Schmidt  joined  the  com- 
pany in  1997,  it's  still  only  where  it  was  eight  years  ago.  Value 
Line  expects  an  18%  gain  in  revenues  for  the  Oct.  31,  2000 
fiscal  year  and  a  17%  net  profit  margin. 

However,  half  of  Novell  sales  are  still  in  network  oper- 
ating systems,  and  Novell's  market  share  (by  shipments)  has 
been  declining  for  five  years  straight,  according  to  Interna- 


The  new  marketing  chief  carried  around  a  binder  that 

was  titled  "Why  Novell  Marketing  Sucks" 


companies  manage  their  network  infrastructure.  Here 
again,  Microsoft  rears  its  head. 

A  bit  of  history  first.  Back  in  1994-95,  according  to 
Schmidt,  Microsoft,  in  its  role  as  the  alpha  male,  started  spread- 
ing the  message  that  Novell  was  a  legacy  company — polite  talk 
for  a  couple  of  exits  behind.  That  Novell's  products  were  in 
many  regards  technically  superior  to  Microsoft's  didn't  matter. 
The  message  got  across.  Why  didn't  Novell  fight  back?  Schmidt 
shrugs,  "When  the  world  perceives  you  as  a  loser,  no  one  picks 
up  your  sound  bites." 

Ultimately,  companies  will  need  directories  to  do  more  e- 
business.  The  most  useful  directory  will  probably  be  one,  like 
Novell's,  that  can  work  with  a  variety  of  operating  plat- 
forms— NetWare,  Windows,  Sun's  Solaris,  and  one,  like  Nov- 
ell's, that  has  the  capacity  to  scale  up.  So  here's  Novell  with 
what  seems,  once  again,  an  indisputably  superior  product.  Is 
it  a  winner? 

Well,  Windows  2000  has  its  own  directory.  It  doesn't  scale 
as  far  as  Novell's  does  and  will  only  work  on  Windows  2000 
platforms.  But  it's  there.  The  directory  is  a  part  of  its  bun- 
dled services  so  it's  perceived  to  be  free.  And  remember 
"Power  to  Change" — Novell's  new  slogan?  Change  is  a  pain. 
Will  people  stick  with  the  Windows  directory  because  it's  fine, 
even  if  technically  not  the  best? 

Besides  the  Redmond  gorilla,  Cisco  is  i  strong  competitor 
in  one  level  of  the  directors  arena,  as  are  Sun  and  AOL/Netscape 
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tional  Data  Corp.  Linux  is  going  the  other  way. 

Novell's  shipment  numbers  have  also  been  hurt  by  con 
solidation.  Instead  of  buying  ten  servers,  companies  can  buy 
one  big  one,  and  save  money  on  the  administrators — and  the 
software  needed  to  keep  it  running. 

The  outlook  isn't  a  lot  better  in  the  business  of  selling  di 
rectories,  profitable  as  they  are  now.  In  the  last  several  months 
Oracle  cut  pricing  of  its  directory  services  products  and  IBM 
started  giving  its  directory  away  at  no  charge.  Even  Novell  has 
priced  its  eDirectory  to  sell:  $2  a  user. 

If  Novell  is  going  to  be  a  real  player  in  business-to-business 
infrastructure,  it  must  reach  a  horde  of  new  customers.  And 
Microsoft  already  services  most  of  them.  "Novell  should  have 
been  more  aggressively  seeding  the  market.  And  could  have 
given  away  its  directory,"  suggests  Neil  MacDonald,  an  analyst 
with  GartnerGroup,  adding  that  "as  an  Internet  player,  Nov 
ell  is  a  latecomer." 

Schmidt's  response  is  philosophical.  "There  is  an  attraction 
to  simplicity  by  people  who  prefer  to  have  one  phone  system 
known  as  Ma  Bell.  But  that's  called  monopoly.  Monopolie 
don't  serve  customers  well.  When  you  visit  the  store,  call  air 
lines,  buy  houses,  go  to  the  bank,  there  is  a  desire  for  som 
people  to  have  one  company  do  it  all.  But  that's  not  how  peo 
pie  get  the  best  value." 

Schmidt  has  accomplished  much,  but  the  jet  lag  isn't  goin 
to  go  away.  His  competitors  don't  sleep.  < 


Today's  competitive  landscape 
sizzles  with  innovation  and  change. 
So  only  the  most  durable  business 
models  are  likely  to  survive. 

In  this  brutal  environment,  your 
strategy  must  be  robust  enough 
to  stand  out,  yet  flexible  enough 


to  evolve  as  conditions  demand. 
Andersen  Consulting  can  help 
to  keep  your  entire  organization 
attuned  to  this  shifting  reality. 
So  no  matter  how  hot  the  com- 
petition gets,  your  strategy  will 
still  look  pretty  cool. 


To  find  out  how  our  eCommerce 
experience  can  benefit  your  organi- 
zation, visit  us  at  www.ac.com. 


BY  ROBERT  BERNER 

CDEAN  METROPOULOS  CAN  RATTLL 
off  the  most  minute  details  of 
Alexander  the  Great's  life,  from  the 
name  of  his  white  stallion  ( Bucephalus) 
to  the  number  of  wounds  he  suffered  in 
combat  (27).  But  what  he  identifies  with 
most  is  Alexander's  military  strategy — 
relying  on  small,  agile  armies  to  outma- 
neuver  enemies  of  far  greater  size. 


he  has  led  a  string  of  small  to  mid-size 
companies  to  returns  well  above  those 
of  industry  giants  like  Campbell  Soup, 
H.J.  Heinz  and  ConAgra. 

The  spoils  of  victory  are  clearest  at 
International  Home  Foods,  the  Parsip- 
pany,  NJ.-based  food  division  of  Amer- 
ican Home  Products  acquired  by  Hicks, 
Muse  in  1996  for  $1.3  billion.  Since  be- 
coming chief  executive  at  that  time, 


Metropoulos,  53,  has  more  than  dou- 
bled the  size  of  IHF,  increasing  sales  at  a 
compounded  annual  rate  of  32%  to 
$2.1  billion  last  year.  Earnings  per 
share,  excluding  one-time  charges,  have 
risen  at  a  41%  clip  to  $1.15. 

Metropoulos  has  driven  most  of 
this  growth  through  nine  acquisitions, 
totaling  $672  million.  But  he  has  also 
proved  adept  at  revitalizing  neglected 


This  son  of  a  Greek  vil- 


Metropoulos  has  driven  most  of  this  growth 


lage  farmer  has  followed  a 
similar  script  in  the  slow- 
growth     food     industry. 

Mostly  as  the  ight  hand  through  acquisitions,  but  has  also  proved  adept 

man  of  Dallas  buyout  firm  _  ■,     ■■    ■  ■  ■  ■  ■ 

Hicks,  Muse  Tate  &  Furst  at  revitalizing  neglected  brands. 


104       F    O    R    B    E    S    ■    April  3,  2000 
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NO  GIVE  UP  II  3LE  WON'T  WO 

OGIVE  UP  IM 
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P  IMPOSSIBLE  WON'T  WORK  THA 

B  NO  WAY  NEVER  CAN'T  NO  GIVE  UP  II        SSI 

T  NO  IMPO 
THAT'S  DUMB  NO  WAY  NEVER  CAN'T  NO  Gl 

UMB  NO  WAY 

IMPOSSIBLE  WON'T  WO 

DUMB  NO  WAY  NEVER  NO  GIVE  UP  WON'T 

<  NEVER  CANT  /E  UP  IMPOSSIB 

10  WAY  NEVER  CAN'T  NO  GIVE  UP  IMPOSSIBLE 


Ahh,  music  to  our  ears. 

At  Conoco,  we  love  a  good  challenge.  We  pride  ourselves  on  making  the  impossible  possible. 
We  are  the  first  energy  company  to  build  ultra-deepwater  drillships.  The  first  to  convert  our 
entire  fleet  to  double-hulled  tankers.  The  only  one  to  create  a  coking  technology  that's  been 
licensed  by  one-third  of  our  competitors.  We're  Conoco.  The  quick,  lean,  agile  global  energy  company. 


conoco 


Think  big.  Move  fast. 


1999  Conoco.  All  Rights  Reserved. 


www.conoco.com 


Hicks.  Muse 


The  Muse  of  Hicks.  Mu.se 

When  it  wants  to  bulk  up  on  food  investments  and  the  bottom  line,  the  Dallas-based  firm  turns  to  C.  Dean  Metropoulos. 
Company                                                   ACQUISITION               Hicks.  Muse                                                    SALE 

Date             Price 
($mil) 

investment 
($mil) 

Date 

Price          Investment  value       Return 

($mil)                  ($mil) 

Morningstar  Group 

3/91            $172.0 

$11 

11/97 

$960                  $133                  45% 

Ghirardelii  Chocolates 

4/96               67.0 

29 

1/98 

130                     69                  63 

International  Home  Foods 

11/96                 1.3 

255 

NA 

2.3001                   691                  38 

Hillsdown  Holdings 

8/99                 1.4 

320 

NA 

NA                     NA                  NA 

'Value  as  of  12/31/99.  NA:  Not  applicable. 

Source:  Hicks,  Muse,  Tate  &  Furst. 

brands  like  Chef  Boyardee  canned 
pasta,  Pam  cooking  spray  and  Denni- 
son's  canned  chili — and  for  getting 
shelf-space  mileage  out  of  stronger 
brands  like  Bumble  Bee  canned  tuna.  "I 
look  at  all  kinds  of  acquisitions,  but  I 
narrow  it  all  down  to  the  strength  of 
the  businesses  I  am  already  in," 
Metropoulos  says.  "Does  this  acquisi- 
tion really  leverage  those  strengths?" 

Example  of  leverage:  He  paid  Tyson 
Foods  just  4.9  times  operating  earnings 


Pasta  Is  Prologue 


(net  before  depreciation,  interest  and 
taxes)  for  Louis  Kemp  refrigerated  food 
products.  If  Kemp's  fish  sticks  had  been 
one  of  Tyson's  core  products,  maybe 
the  line  would  have  commanded  a  bet- 
ter price.  The  typical  enterprise  multi- 
ple in  the  branded  food  sector  is  7.5.  He 
also  acquired  Bumble  Bee,  the  leader  in 
solid  white  tuna,  for  $163  million.  IHF 
then  slapped  the  Bumble  Bee  name  on 
other  specialty  canned  seafood  brands 
it  had  also  acquired. 

Food  consolidators  like 
this  also  get  a  chance  to  ex- 
tract the  occasional  operat- 
ing efficiency.  IHF  closed 
the  plant  that  made  Denni- 


When  C.  Dean  Metropou- 
los set  about  rescuing 
IHF,  his  point  of  entry 
was  a  flagship  product  that  had 
gone  stale— Chef  Boyardee 
canned  pasta.  First  launched  by 
Hector  Boiardi  in  1929,  the  smil- 
ing chef  on  the  red-and-green 
can  was  looking  down  at  the 
mouth.  Sales  in  1996  were  $354  million,  off  22%  from 
the  previous  year.  "I  saw  a  tremendous  franchise  that 
was  collecting  dust,"  says  Metropoulos. 

First  came  the  easy  work.  Metropoulos  improved 
the  quality  of  the  ingredients,  closed  one  plant  and 
saved  $10  million.  Then  he  poured  resources  into  the 
brand,  including  a  $17  million  ad  campaign  that  targeted 
lower-middle-income  kids  and  their  moms— relying  on 
pitches  from  popular  World  Wrestling  Federation  stars 
like  Mankind  and  the  Rock  and  a  campaign,  "Say  yes  to 
Chef,"  that  touted  the  food's  nutritional  qualify.  Last  year 
the  company  introduced  five  new  canned  pastas,  in- 
cluding the  Homestyle  line  aimed  at  grownups. 

Result:  Sales  rose  9%  last  year;  operating  profits 
climbed  13%.  The  Chef  also  increased  its  dominance 
over  the  number  two  player  in  canned  pastas,  Camp- 
bell Soup's  Franco  American  brand,  taking  a  com- 
manding 58%  of  the  market.  —R.B. 
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son's  chili  and  transferred 
production  to  a  Libby 
canned-meat  factory  after 
buying  that  company  for 
$129  million.  Since  1996 
consolidations  have  saved 
the  company  $70  million  in 
annual  costs. 

Chef  Boyardee  doesn't 
sound  like  a  tasty  acquisi- 
tion. Who  eats  canned 
spaghetti?  Many  people  do. 
IHF  boosted  the  brand's 
sales  9%  and  its  operating 
income  13%  last  year  (see 
box). 

IHF  maintains  a  tidy 
balance  sheet.  To  fund  all 
those  acquisitions  and  $100 
million  in  capital  expenses, 
Metropoulos  relies  mostly 
on  raising  cash  from  opera- 
tions ($157  million  last 
year).  Debt  has  fallen  from 
6.1  times  operating  income 
in  1996  to  3.6  in  1999. 

The       build-and-buy 


strategy  has  been  a  Metropoulos  hall- 
mark since  he  started  out  in  the  food 
business,  joining  his  father-in-law's  fet 
cheese  company,  Stella  Foods,  in  Ver- 
mont in  1981.  By  the  time  the  company 
was  sold  a  dozen  years  later,  sales  had 
ballooned  to  $780  million  from  $12 
million,  thanks  to  15  acquisitions  oi 
mostly  higher-margin  makers  of  spe- 
cialty cheeses  like  Gorgonzola  and 
Parmesan. 

His  dealmaking  and  operationa 
skills  caught  the  attention  of  Hicks, 
Muse  in  1993.  Metropoulos  agreed  to 
advise  the  Dallas  firm  on  all  food  com 
pany  candidates  and  to  take  over  man- 
agement oversight  of  its  acquisitions, 
as  well  as  to  invest  some  of  his  own 
money  in  the  deals.  "We  would  never 
buy  a  company  that  Dean  did  not  rec 
ommend,"  says  Thomas  Hicks,  chiel 
executive  of  Hicks,  Muse.  "He's  got  a 
great  eye  for  valuing  a  deal  and  seeing 
its  potential."  He's  also  proven  his 
worth  other  times,  first  at  Morningstai 
Group,  a  Dallas  dairy  operation,  anc 
at  the  venerable  San  Francisco-basec 
candymaker,  Ghirardelii  Chocolates 
(see  table). 

Is  Wall  Street  listening?  IHF's  stock 
at  $15.81,  is  down  from  its  $34.25  peal* 
in  1998  and  is  trading  at  1 1  times  trail 
ing  earnings,  a  60%  discount  to  the  av- 
erage multiple  on  the  Standard  & 
Poor's  500.  Most  food  stocks,  it's  true 
are  in  the  cellar  these  days.  But  the  low 
valuation  also  reflects  doubt  tha 
Metropoulos  can  continue  to  expanc 
the  company  at  such  a  rapid  pace  with 
out  stumbling. 

There's  more  than  skepticism  al 
stake.  Metropoulos'  3.5  million  op 
tions,  recently  worth  a  mere  $33  mil 
lion,  have  lost  66%  of  their  value.        l 
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Introducing 
E-Merchandise  Return 

The  amount  of  effort  it  takes  for 
your  customers  to  return  a  pack- 
age just  might  be  the  difference 
between  getting  your  website 
bookmarked  or  badmouthed. 
But  you  can  significantly 
increase  customer  satisfaction 
by  offering  E-Merchandise  Return 
from  the  U.S.  Postal  Service.  With 
it,  customers  can  be  authorized 
to  print  merchandise  return 
labels  directly  from  your  website. 
Packages  can  be  taken  to  any 
local  post  office  and  shipped 
guickly  back  to  you. 

It's  fast,  convenient,  and 
—i    economical.  And,  it's  a  great 
7  way  to  turn  customer  returns 
1  into  return  customers. 

For  more  information  about 
equipping  your  website  with 
E-Merchandise  Return,  visit 
www.USPSPriorityMail.com 
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Poison  in  Paradise 

Luxury  vacationers  worldwide  know  of  Amanresorts.  What 
they  may  not  know  is  who's  running  the  act  now,  and  why. 


BY  JUSTIN  DOEBELE 

ONE  MINUTE  BEFORE  MIDNIGHT 
guests  gathered  to  celebrate  the 
start  of  the  millennium  at  the  idyl- 
lic Amanpuri  resort  on  Phuket  Island  in 
Thailand.  Champagne  in  hand,  they 
convened  by  the  swimming  pool  that 
mirrored  the  stars  and  coconut  trees. 

It  was  an  affluent  crowd.  All  of  them 
were  paying  at  least  $600  a  night  to  stay. 

Palms  but  no  balms:  Adrian  Zecha  eyes  bid  against  his  old  chain 


Many  had  been  coming  for  years  to 
enjoy  the  Christmas-New  Year's  break 
at  Amanpuri.  The  conviviality  resem- 
bled that  at  a  private  club.  The  revelry 
was  interrupted  by  a  bittersweet  an- 
nouncement from  the  general  manager, 
Anthony  Lark.'Thank  you  all  for  com- 
ing to  celebrate  this  wonderful  mo- 
ment," he  said.  "As  many  of  you  know, 
one  of  us  couldn't  be  here  tonight,  and 
his  name  is  Adrian 
Zecha,  but  he  is  with 
us  in  spirit.  Now,  let's 
celebrate."  Fireworks 
from      the      private 
beach  lit  up  the  sky  to 
usher  in  2000. 

Who  is  Adrian 
Zecha  and  why  had  he 
missed  the  party  of  the 
millennium?  Zecha 
founded  Amanresorts, 
which  owns  the  Aman- 
puri and  ten  other  top 
spots  around  the 
world.  (Aman  means 
peace  in  Sanskrit.)  On 
every  New  Year's  Eve 
since  the  Amanpuri 
opened  in  1987  the 
peripatetic  Zecha  had 
made  a  point  of  being 
there  in  Phuket,  at  his 
first  Amanresort. 

But  now  he  was 
out,  having  resigned  as 
chairman  and  left  an 
active  role  at  the  pri- 
vately held,  Singapore- 
based  chain,  although 
he  retains  a  6%  stake. 


His  resignation  was  kep 
under  wraps  from  the 
travel  industry  for 
good  year,  however,  be- 
cause neither  Zecha  noi 
anyone  else  with  th( 
company  wanted  th 
underlying  discord  tc 
detract  from  the  Aman 
resorts  mystique. 

And  some  mystique  it  has.  "Quitf 
simply,  Amanresorts  is  the  most  luxuri 
ous  boutique  resort  chain  in  th 
world,"  says  Erik  van  Keulen,  head  o 
the  Singapore  office  of  HVS  Interna 
tional,  a  global  hotel  consulting  group, 
It  is  now  under  the  control  o 
Colony  Capital,  a  Los  Angeles-based  rea 
estate  investment  fund  run  by  Thoma 
Barrack  Jr.,  who  used  to  work  for  th 
former  Robert  M.  Bass  Group.  Barracl 
got  a  taste  of  the  hospitality  busines 
when  Bass  bought  the  Westin  hote 
chain  in  the  1980s  (which  it  later  sol 
off).  After  founding  Colony  with  part 
ners  such  as  fellow  Bass  alumnus  Davi< 
Bonderman,  Barrack  went  looking  fo 
distressed  properties  in  the  early  1990s 
One  of  them  was  the  Hilton  Waikolo; 
on  the  big  island  of  Hawaii. 

Today,  privately  held  Colony  i 
among  the  top  five  real  estate  funds  i 
the  world,  with  assets  worth  $6  billion.  I 
retains  interests  in  Hawaii,  has  revive 
the  $360-a-night  L'Ermitage  in  Beverb 
Hills  and  is  amassing  gaming  resorts.  Bu 
Colony's  essence  is  buying  and  sellin 
real  estate  companies  and  properties  at  i 
profit,  like  the  Stanhope  Hotel  in  Man 
hattan,  which  it  reportedly  acquired  fo 
$15  million  from  a  financially  ailinj 
Japanese  investor  in  1997  and  sold  tw( 
years  later  for  $65  million. 

In  real  estate  the  word  for  sucl 
opportunistic  plays  is  vulture.  No 
hotelier. 

Zecha's  approach  to  the  busines 

could  not  be  more  different  from  Colon 

Capital's.  Zecha  molded  Amanresorts  b 

attending  to  every  detail  of  the  brand' 

development,  down  t< 


"I  created  this  company!  And  then  they  say, 
_'Well  yeiLcan  tty  tfLMyJt  bacJLifiirgetitl 


the  color  and  materia 
for  the  bedsheets.  And  h 
complains  that  Colony' 
bean  counters  have  rele 
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Amanresorts 


gated  his  13  years  of  handiwork  to  a  line 
item  on  a  spreadsheet.  "I  am  not  the  only 
guy  to  run  the  Amans,"  says  Zecha,  who 
is  67.  "In  fact,  it  doesn't  matter  if  it  is  me. 
But  it  becomes  a  different  thing.  It  is  the 
difference  between  a  handmade  watch 
and  one  made  in  a  factory." 

Colony  is  equally  blunt:  It  isn't  nec- 
essary to  have  Zecha  around  anymore. 
Let  someone  else — probably  someone 
who,  unlike  the  quirky  Zecha,  has 
learned  to  use  e-mail — take  the  Aman- 
resorts to  the  next  level.  (Neither  Bar- 
rack nor  others  at  Colony  would  speak 
on  the  record.)  Colony  wants  to  extend 
the  Aman  brand  to  other  hotel  proper- 
ties; that's  anathema  to  Zecha. 

Both  Zecha  and  Colony  agree  on 
one  thing:  Amanresorts  is  top  end.  The 
entire  chain  has  only  406  rooms.  The 
average  room  charge  is  $550  a  night. 
With  food,  beverages  and  other  ser- 
vices, the  typical  bill  hits  $750  a  night. 
Guests  pay  in  dollars,  get  no  discounts. 

In  1 999  the  Aman  resorts  probably 
took  in  revenue  of  nearly  $50  million 


and  cleared  an  operating  profit  (net  be- 
fore depreciation,  interest  and  taxes)  of 
$15  million,  despite  an  occupancy  rate 
of  only  50%  last  year.  (The  five  resorts 
in  troubled  Indonesia  dragged  down 
the  usual  65%  overall  occupancy.) 

At  16  times  operating  income — 
which  would  be  a  high  multiple  for  or- 
dinary real  estate  but  not  for  a  class  act 
like  this — Amanresorts  is  worth  $240 
million.  That's  $590,000  a  room. 

Compare  that  with  Ontario-based 
Four  Seasons,  the  world's  largest  luxury 
hotel  chain,  which  operates  11,088 
rooms.  Based  on  Four  Seasons'  enter- 
prise value  (debt  plus  market  capital- 
ization of  common)  of  $2.8  billion,  the 
stock  market  values  it  at  $160,000  a 
room  and  27  times  operating  income. 
"We  are  a  different  kind  of  company," 
says  Isadore  Sharp,  the  founder  of  the 
Four  Seasons  chain.  "But  Zecha  does 
have  a  following." 

The  two  companies  are  indeed  dif- 
ferent. Four  Seasons  runs  mostly  big, 
opulent  hotels,  with  at  least  150  rooms. 


1 

Amanresorts  operates  boutique  resorts! 
with  no  more  than  55  rooms.  Yet  thei 
Zecha  formula  has  become  so  success 
ml  that  bigger  operators  like  Ritz-Carl 
ton,  Rosewood  and,  yes,  Four  Seasons 
have  launched  imitations. 

"Zecha  saw  a  market  niche  and  fill© 
it,"  says  Andrew  Harper,  of  the  trav 
newsletter  Andrew  Harper's  Hideawa 
Report.  "Amanresorts  still  charges  whal 
people  consider  outrageous  rates,  bu 
the  occupancy  rates  are  there." 

Each  of  the  Aman  resort  hotels  sits 
on  a  stunning  piece  of  real  estate,  be  it 
on  Bali  or  Bora  Bora  or  in  Jackson  Hole* 
Wyo.  Each  blends  into  its  surroundings 
with  the  help  of  simple  architectural  de 
signs  and  local  materials.  The  ratio  ol 
staff  to  guests:  four  to  one. 

"The  premise  of  my  resorts,"  say 
Zecha,  born  in  Indonesia  to  plantation 
owners,  "is  that  you  should  feel  as  if  I 
have  asked  you  to  be  a  guest  at  my 
country  house  for  the  weekend."  From 
the  beginning,  Zecha  has  relied  on 
word  of  mouth,  tapping  into  a  global 
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lo  marble,  no  glitz:  But  it's  pricey  to  stay  at  Amanpuri  on  Phuket. 


the  mid-1990s.  The  shares  of  Aman- 
resorts  had  been  held  by  Zecha  and  his 
friends  and  associates,  who  let  him  run 
the  show.  But  the  partners  were  eager 
to  grow  and,  in  some  cases,  to  be  able 
to  take  money  out.  They  brought  in  as 
majority  holder  Clement  Vaturi,  an 
old  friend  of  Zecha's  and  the  scion  of 
the  clan  that  operates  the  Immobiliere 
Hoteliere  chain  in  France. 
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tefore  selling  out  in  1972  to  learn  the 
axury  hospitality  trade.  Eventually  he 
truck  out  on  his  own,  starting  with  the 
.5  million  wonder  on  what  had  been  a 
*hai  coconut  farm. 

George  and  Kathleen  Myers,  Cali- 
fornia wine  merchants  on  their  first  visit 
o  Amanpuri,  attest  to  its  special  atmos- 
>here.  Sitting  on  the  resort's  stone  patio, 
matching  the  sun  set  over  the  Andaman 


Sea,  martini  in  hand,  George  says:  "This 
place  has  none  of  the  marble  and  glitz  of 
other  resorts.  We  would  come  back  here 
in  a  heartbeat." 

With  unprecedented  private  wealth 
awash  in  the  world  and  a  growing  de- 
sire among  people  of  means  to  pamper 
themselves,  why,  then,  the  trouble  in 
Zecha's  paradise? 

Things  started  to  come  unstuck  in 


But  Vaturi  had  borrowed  heavily 
from  Credit  Lyonnais  of  France.  In 
1996  the  bank's  financial  problems 
worsened  and  it  called  in  its  loans  to 
Vaturi.  To  keep  his  family  company 
afloat,  Vaturi  cut  a  deal  with  Colony 
Capital,  in  effect  selling  a  20%  stake  and 
pawning  his  remaining  36%  stake,  all  in 
return  for  $120  million.  The  camel  had 
stuck  its  nose  in  the  Aman  tent. 
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For  almost  two  years  Colony  didn't 
interfere  with  Zecha's  running  of  the 
business — until  late  1998,  when  Asia's 
financial  tsunami  was  striking  the 
eight  Amanresorts  in  the  region.  One 
sign  of  trouble:  A  new  resort  on  the 
Indonesian  island  of  Java,  the  Aman- 
jiwo,  opened  in  October  1997 — just  as 
the  Indonesian  economy  was  collaps- 
ing. With  mobs  running  wild  in 
Jakarta  and  other  cities,  the  Amanjiwo 
undershot  all  its  financial  targets  in 
1997  and  1998. 

The  break  between  Zecha  and 
Colony  came  in  October  1998,  when 
Colony  exercised  a  clause  in  its  deal 
with  Vaturi.  It  offered  to  hand  back  the 
20%  stake  and  demanded  the  return 

Post  position:  Thomas  Barrack's  Colony  has  a  hold  on  Amanresorts. 


from  Vaturi  of  the  $120  million  invest- 
ment plus  around  $40  million  in  "in- 
terest." Vaturi  didn't  have  the  cash,  so 
Colony  could  exercise  its  right  to  offer 
Vaturi's  remaining  stake  for  sale  and 
then  bid  for  it. 

Vaturi  filed  a  lawsuit  to  block  the 
pending  sale.  But  Colony  obtained  most 
of  the  board  seats  and  began  to  push  for 
changes.  To  boost  Amanresorts'  rev- 
enues, it  allegedly  wanted  the  chain  to 
take  over  the  management  of  some 
Colony-owned  hotels  outside  Asia  that 
would  be  rebranded  as  Amans. 

The  idea  infuriated  Zecha.  "That's 

not  growth,  that's  poison,"  says  Zecha 

over  Cuban  cigars  and  espressos  at  a 

friend's  beachside  hotel  on  Singapore's 

Sentosa    Island.    "It 

doesn't    raise    those 

[other]  resorts  to  an 

Aman  level.  It  brings 

the  Aman  level  down 

to  their  level.  It  dilutes 

the  very  reason  why  so 

many  people  will  only 

go     to    an    Aman." 

Colony  denies  that  it 

considered  this  idea. 

After  his  break  with 
Colony,  Zecha  left  the 
board  and,  after  a  time, 
quit  visiting  the  prop- 
erties. He  despaired  of 
a  resolution.  Colony 
officials  say  there  is  still 
an  open  door  for 
Zecha  to  return  to  the 
Amanresorts.  Colony's 
position  is  that  it  is 
simply  trying  to  re- 
cover its  money  from 
Vaturi.  Retorts  Vaturi's 
lawyer:  "In  plain  Eng- 
lish, it's  really  a  fight 
over  a  valuable  piece  of 
property." 

Zecha  and  his  allies 
could  opt  to  withdraw 
the  lawsuit  and  try  a 


bid  against  Colony  to  acquire  Vaturi 
stake.  Rather  impetuously,  Zecha  reject 
that  option  out  of  hand.  "I  created  thi: 
company!"  he  snorts.  "And  then  the 
say,  'Well,  you  can  try  to  buy  it  back. 
Forget  it." 

Option  two:  an  entirely  new  resor 
chain.  Since  stepping  down  as  chair 
man,  Zecha  has  been  looking  arounc 
for  suitable  sites  on  which  to  build  nev 
hotels  that  could  be  added  to  Aman 
resorts  (if  he  returns)  or  become  a  nev 
chain  of  top-class  resorts. 

Zecha  will  not  confirm  that  he  is  con 
sidering  starting  another  chain.  But  h 
does  say,  "I  will  continue  to  do  what 
love  to  do  and  what  I  do  best,  which  i: 
build  new  resorts.  My  great  loves  are  th 
small  and  intimate  ones  like  the  Amans.' 

Lyn  Middlehurst,  publisher  of  th 
Gallivanter's  Guide,  a  British  trave 
newsletter,  said  in  the  February  issue  tha 
Zecha  would  soon  announce  "his  nev 
hotel  project."  She  tells  FORBES:  "He  wil 
look  at  Mexico,  possibly  the  Seychelles 
India,  those  sorts  of  places.  I  know  ther 
are  properties  in  production." 

If  Zecha  decides  to  establish  a  nev 
chain  of  resorts,  he  won't  have  mud 
difficulty  recruiting  skilled  hoteliers 
Ten  of  the  top  20  personnel  of  Aman 
resorts  left  or  retired,  some  out  of  loy- 
alty to  Zecha.  Nor  will  he  have  prob 
lems  finding  money.  Gordon  Byrn  h 
backing  him  with  the  resources  of  thi 
Schroder  Property  Asia  fund,  which  ha 
$300  million  in  assets. 

Colony  professes  not  to  worn 
about  the  prospect  of  competinj 
against  Zecha.  "We  would  deal  with  i 
in  the  way  we  would  deal  with  an) 
rival,"  says  Greg  Sirois,  the  Colony-ap 
pointed  general  manager  of  Amanre 
sorts.  "As  long  as  we  deliver  what  cus 
tomers  expect,  we  will  be  successful.' 

Others  are  less  sure.  "Right  now,  th< 
only  people  who  can  hurt  or  erode 
the  Amanresorts  is  Colony,"  says  Mid 
dlehurst.  "What  will  be  interesting 
to  see  is  if  Colony  can  open  up  nev 
hotels  without  Adrian 


"It  becomes  a  different  thing.  It's  the  difference  **"  't!J'\iT'.Z 
between  a  handmade  watch  and  a  factory  one." 


vision     as     Adrian? 
doubt  it."  I 
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ANNOUNCING   THE    NEXT   BIG    STEP   IN    B2B 


^ventro 


Chemdex  introduces  Ventro  Corporation,  the  B2B  industry's  leading 
buifder  and  operator  of  vertical  marketplace  companies.  Ventro's  mission  is  to 
leverage  our  technology  and  operational  expertise  to  build  the  blue  chip  B2B 
companies  of  the  21st  century. 

Chemdex,  where  we  launched  our  complete  e-commerce  solutions,  is  now  a 
Ventro  life  sciences  company.  Along  with  Promedix,  a  Ventro  specialty  medical 
company;  Industria  Solutions,  a  Ventro  fluid  processing  company;  and 
Broadlane,  a  Ventro  healthcare  supply  company.  With  more  to  come. 

By  putting  the  Ventro  name  on  our  corporate  face,  we  are  taking  the  next  big 
step  in  transforming  the  B2B  economy. 

www.ventro.com 


Backseat  Driver  By  Jerry  Flint 


Why  Waiting  for  a  Car  Is  Good 


EVERYONE  IS  TALKING  ABOUT  THE  FIVE-DAY  CAR.  YOU 
walk  into  a  showroom  and  order  exactly  the  vehicle 
you  want  and  it  will  be  built  to  order  in  no  time  at 
all — the  way  Dell  makes  computers.  General  Mo- 
tors, Ford,  Toyota  and  others  say  they  are  deter- 
mined to  do  something  like  this  in  order  to  run  shorter  in- 
ventories and  save  huge  sums.  The  car  companies  pay  part  of 
the  interest  costs  of  keeping  vehicles  on  the  dealers'  lots.  A 
$20,000  car  financed  at  7%  costs  them  $4  a  day  to  have  sit- 
ting around,  and  we  have  3  million  cars  and  trucks  sitting 
around.  Whether  it's  the  manufacturer  or  the  retailer  eating 
that  cost,  the  motivation  is 
considerable  to  avoid  sitting- 
around  time. 

But  I'm  not  sold  that 
changing  to  a  custom-build 
system  is  entirely  necessary. 
The  present  way  of  doing 
things  works.  Last  year  17  mil- 
lion cars  and  trucks  were  sold 
in  this  country  and  there  were 
no  mobs  in  the  street  de- 
manding change.  Faster  would 
be  better,  but  it's  not  a  crisis. 

Today  carmakers  build  ve- 
hicles in  advance,  based  on 
dealer  feedback  and  what  they 
think  people  want.  Then  the 
cars  sit  in  inventory.  (Some- 
times I  think  manufacturers  have  lots  of  white  paint  and 
mouse-gray  interiors  left  over,  so  that's  what  we  get.) 

And  yes,  there  is  something  wrong  when  it  takes  months 
to  fill  an  order.  An  upstate  New  Yorkei  I  know  ordered  a  red 
Chevy  pickup — nothing  special,  just  an  extended  cab,  four- 
wheel-drive  V-8  with  some  garden-variety  options.  It  took 
1 1  weeks  for  him  to  get  his  $25,000  pickup.  It  took  less  time 
to  fill  an  order  40  years  ago  than  it  does  today. 

A  major  reason  for  that  delay  is  a  capacity  problem,  but 
there's  no  easy  solution.  Example:  Manufacturers  have 
plenty  of  capacity  to  build  six-cylinder  engines  but  not 
enough  to  build  V-8s.  So  you  may  see  three  six-cylinder 
pickups  on  the  lot,  but  if  you  want  a  V-8,  and  the  dealer  can't 
get  one  from  a  fellow  dealer,  you  must  wait.  The  manufac- 
turer could  spend  $1  billion  to  build  a  new  automated  V-8 
engine  line,  and  hire  another  1,000  for-life  workers,  but 
guess  what?  The  manufacturer  doesn't  want  to.  The  way  to 
make  a  profit  is  to  keep  your  factories  building  what  they  can 
build.  Shutting  the  six-cylinder  operation  and  paying  work- 
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I  think  all  these 
ideas,  like  the 
five-day  car, 
are  simple 
evasions,  some- 
thing to  distract 
executives  from 
what  they  should 
be  doing. 


ers  to  stay  home  is  not  the 
preferred  option.  That  is  why 
the  dealer  will  offer  you 
$1,000  in  your  pocket  to  take 
the  V-6  instead  of  the  V-8. 

Let's  not  forget  that  the 
foreign  companies  have  no 
advantage  here.  Try  ordering  a 
car  from  Germany  or  Japan 
and  see  how  long  it  takes.  In 
fact,  luxury  German  makers 
have  trouble  understandin 
why  more  Americans  don't  special-order  cars,  even  if  they 
must  wait  a  couple  of  months.  It's  common  in  Germany. 

Honda  and  Toyota  have  operated  with  low  inventories, 
at  times  holding  a  10-to- 15-day  supply.  But  this  was  becausi 
their  cars  were  popular  and  the  customers  were  taking  every 
thing  that  came  in.  Today  the  average  industry  inventory  is 
75  days,  but  BMW  is  at  24  days,  Porsche  at  16  days,  Lexus,  1 5 
days  and  Toyota,  42  days. 

The  current  system  also  avoids  the  change-of-mind  syn- 
drome. That's  when  you  order  that  red  truck  and  then  see  a 
nicer  color.  When  customers  pick  a  vehicle  off  the  lot,  they 
know  exactly  what  they  are  getting.  What's  wrong  with  that? 
What's  wrong  with  a  little  wait  or  anticipation?  Yes,  1 1 
weeks  for  a  red  pickup  is  too  long.  That  is  a  sloppy  system 
which  can  be  corrected  without  a  revolution. 

Fact  is,  for  car  companies  change  can  be  dangerous.  Last 
year  General  Motors  installed  a  new  ordering  system  foi 
dealers,  and  the  mess  cost  GM  a  couple  billion  dollars  in 
sales.  And  the  new  system,  by  the  way,  doesn't  allow  for  spe 
cial  orders  from  a  customer.  In  the  old  days,  when  a  dealer 
received  a  sold  order,  he  could  tell  the  factory  about  it  im 
mediately.  Not  with  the  brilliant  new  system.  The  dealer  puts 
his  orders  in  a  batch  and  sends  them  to  the  factory  every 
month.  He  gets  a  special  order  on  the  second  of  the  month. 
Too  bad.  He  must  wait  until  his  next  batch  date. 

Sometimes  I  think  all  these  ideas,  like  the  five-day  car,  are 
simple  evasions,  something  to  distract  executives  from  what 
they  should  be  doing.  And  what's  that? 

Building  a  more  desirable  product  than  the  competitor. 

Building  better  quality  than  the  competitor. 

And  treating  the  customers  right.  If  they  do  that,  they'll 

find  the  customers  willing  to  wait  a  bit.  Ask  Lexus.  Ask 

Porsche.  F 
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Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the 
automobile  industry  since  1958.  Visit  his  forum  at  our  Web  site, 
www.forbes.  com/flin  t. 
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Man  of 
The  Street 

When  a  brokerage  gets 
in  big  trouble,  there's 
one  guy  who  always 
gets  the  call  to  fix  it. 


BY  JOHN  GORHAM 

WHEN  ROBERT  RITTEREISER  AR- 
rived  as  chief  executive  of  Grun- 
tal  &  Co.  in  1995,  the  walls  were 
closing  in.  The  Manhattan-based  bro- 
kerage house  was  about  to  be  indicted  by 
the  Justice  Department  over  an  embez- 
zlement scheme  run  by  some  of  its  top 
executives  over  a  ten-year  period.  Edward 
Bao,  a  former  executive  vice  president  of 
operations  and  second-in-command, 
stood  accused,  with  two  lieutenants,  of 
diverting  $5  million  from  unclaimed  div- 
idends and  dormant  customer  accounts 
to  artificially  inflate  Gruntal's  profits.  Bao 
was  sentenced  to  33  months  after  his 
cronies,  accused  of  embezzling  several 
million  in  a  related  scheme,  cooperated 
with  prosecutors.  But  how  much  would 
their  firm  have  to  pay  for  their  sins? 

An  indictment  of  Gruntal  would 
have  sent  its  brokers  fleeing  and  caused 
lenders  to  pull  their  financing,  destroy- 
ing what  little  value  remained  in  the 
firm.  But  instead  of  a  sinking  calamity, 
Rittereiser  saw  opportunity.  "It  was  a 
chance  to  ultimately  shape  a  company 
in  my  own  way,"  he  says. 

Out  went  most  of  the  old  manage- 
ment team.  Rittereiser  drafted  an  out- 
line of  his  rehabilitation  plans  and  sent 
it  off  to  Justice.  He  also  brokered  settle- 
ments, paying  $6.2  million  in  fines  to 
the  New  York  Stock  Exchange,  th. 
curities  &  Exchange  Commission  and 
the  National  Association  of  Securities 
Dealers.  The  feds  ultimately  decided 
not  to  prosecute  the  firm. 

Rittereiser  got  rid  of  low-margin  or 
volatile  businesses  like  a  cold-calling 
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An  indictment  of  Gruntal  would  have 

sent  its  brokers  fleeing  and 
caused  lenders  to  pull  their  financing. 


brokerage  operation  and  proprietary 
trading.  In  their  place  he  offered  invest- 
ment products  like  wrap  and  cash 
management  accounts,  with  the  back- 
office  work  contracted  out  to  Dl.j's  Per- 
shing unit,  and  hired  250  new  account 
executives.  He  junked  Gruntal's  1980s- 
era  computer  system  and  installed  a 
$16  million  workstation  network  that 
gave  brokers  real-time  information  on 
client  accounts. 

Today,  just  over  four  years  later,  Rit- 
tereiser has  something  to  show  for  his 
efforts.  Assets  under  management  have 


more  than  doubled  to  $19  billion.  This 
year  Gruntal  could  earn  a  20%  return 
on  equity — $27  million  on  a  $135  mil- 
lion capital  base. 

And  he's  done  it  all  on  a  shoestring. 
Its  largest  shareholder — troubled  New 
York  City-based  Home  Insurance  Co. — 
can't  spare  any  money.  Home  is  under 
the  formal  supervision  of  regulators  and 
is  running  off  its  existing  business.  So 
far  any  growing  that  Rittereiser  wants  to 
do  has  been  funded  by  earnings. 

The  61 -year-old  New  York  native 
has  always  loved  long  odds.  Though 
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Gruntal  &  Go. 


only  5-foot- 10,  he  was  an  accomplished 
basketball  player  in  high  school  who 
excelled  at  defense,  and  often  guarded 
the  best  player  on  the  opposing  team. 
He  still  remembers  holding  the  city's 
Catholic  League  leading  scorer  to  14 
points  during  the  1955  season's  last 
regular  game.  An  ankle  injury  dashed 
his  hopes  for  a  basketball  scholarship  at 
Fordham. 

But  it  landed  him  at  Merrill  Lynch, 
where  he  started  as  a  clerk  in  the  margin 
department.  He  earned  his  college  de- 
gree at  Baruch  College  at  night.  In  nine 
years  he  was  running  the  department. 
His  superiors  quickly  noticed  he  had  a 
knack  for  figuring  out  tough  situations. 

His  first  real  test  came  in  1970.  Mer- 
rill Chief  Executive  Donald  Regan  put 
Rittereiser,  then  only  32,  in  charge  of 
Goodbody  &  Co.,  a  troubled  brokerage 
Merrill  had  agreed  to  bail  out  at  the  re- 
quest of  Richard  Nixon.  Goodbody,  the 
fifth-largest  brokerage  in  the  U.S.  at  the 
time,  was  rapidly  losing  customer  secu- 
rities from  its  accounts  through  theft  or 
simple  mishandling.  In  the  previous  ten 
months  it  had  lost  $44  million  of  secu- 
rities and  was  in  violation  of  its  capital 
requirements.  Rittereiser  imposed  tight 
controls  and  stopped  the  losses.  Under 
his  direction,  Merrill  was  able  to  re- 
cover some  $75  million  of  securities  by 
painstakingly  reconstructing  customer 
transactions.  "I  don't  think  anybody 
ever  expected  to  see  me  again,"  Rit- 
tereiser says  of  that  assignment. 

Impressed,  Rittereiser's  superiors  kept 
"throwing  me  into  quicksand,"  as  he  puts 
it.  During  the  mid-1970s  he  helped  re- 
construct Merrill's  clearing  operations 
for  its  commodity  futures  business.  Later 
he  ran  retail  operations  in  New  York, 
Connecticut,  New  Jersey  and  Puerto 
Rico.  (One  young  manager  running  the 
Manhasset,  N.Y.  office  who  reported  to 
him  was  David  Komansky,  now  Merrill's 
chief  executive.)  During  the  1980  Hunt 
silver  crisis  he  extracted  a  crucial  cross- 
collateralization  agreement  from  the 
Hunt  brothers — which  saved  Merrill 
from  a  $275  million  capital  charge  for 
margin  calls  the  Hunts  couldn't  pay 

Rittereiser  got  as  high  as  Merrill's 
chief  financial  officer,  then  got  disillu- 
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sioned.  He  had  basic  disagreements 
about  strategy.  And  a  1981  Institutional 
Investor  story  that  had  pegged  him  as 
a  rising  star  created  friction  with  some 
of  his  peers.  "From  that  point,"  he  says, 
"if  I  went  into  a  room  and  said  "The  sky 
is  blue,'  somebody  wanted  to  argue 
about  that." 

So  in  1985  Rittereiser  left  to  clean  up 
another  mess,  becoming  chief  executive 
of  E.F.  Hutton.  Once  a  premier  retail 
brokerage,  Hutton  was  in  disgrace  after 
pleading  guilty  that  year  to  a  check-kit- 
ing scandal.  With  state  regulators  and 
Congress  clamoring  to  strip  Hutton  of 
its  brokerage  licenses,  Rittereiser — who 
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had  worked  closely  with  regulators  dur- 
ing his  years  at  Merrill — held  off  some 
of  the  heat.  But  Hutton's  problems  were 
insurmountable.  Profits  were  hurt  by 
high  commission  payouts  and  expen- 
sive perks  to  brokers  as  well  as  a  big 
writeoff  for  faulty  tax  shelter  products 
in  1986.  The  1987  crash  only  worsened 
the  situation.  Then  came  the  threat  of 
another  indictment  relating  to  money 
laundering  in  Hutton's  Rhode  Island 
branch  office,  a  dark  episode  that  had 
occurred  before  Rittereiser's  arrival. 
Faced  with  little  choice,  he  sold  the  firm 
to  Shearson  Lehman  Brothers  for  $960 
million,  a  slight  premium  to  book  value. 
Next  Rittereiser  helped  clean  up  one 
of  the  most  toxic  events  in  U.S.  securi- 
ties history.  In  1992  he  became  one  of 
three  bankruptcy  trustees  for  Drexel 
Burnham.  Faced  with  $30  billion  in 


total  claims  and  only  $2.6  billion  in  as 
sets,  the  trustees  negotiated  down  man 
of  the  claims,  getting  rid  of  all  c 
Drexel's  liabilities  in  four  years. 

Good  practice  for  the  challenge  a 
120-year-old  Gruntal.  With  the  book 
cleaned  up  and  the  feds  off  his  bad 
Rittereiser  turned  his  attention  to  a 
odd  niche  that  played  off  Gruntal's  re 
lationships  with  small  institutional  in 
vestors,  like  the  trust  departments  of  re 
gional  banks  or  small  brokerages 
Gruntal  had  developed  a  specialty  ii 
trading  odd  lots  of  investment  grad 
corporate  bonds  (positions  of  less  thai, 
$1  million).  Of  the  $6  billion  of  invest 
ment-grade  corporate  bonds  traded  it 
U.S.  markets  each  day,  about  $1.5  bil 
lion  is  traded  by  small  institutions 
much  of  that  in  odd  lots.  There  th 
middlemen  pocket  fatter  spreads — sa) 
Vs  of  a  point  (or  $250)  on  a  $200,00 
trade  rather  than  the  V32  (or  $3,125 
that  a  Merrill  Lynch  or  Goldman  Sach 
might  get  for  handling  a  $10  millior 
trade.  Gruntal  and  Spear,  Leeds  8c  Kel 
logg  are  the  biggest  players  in  this  game 
Gruntal  makes  markets  in  bonds  issue 
by  1,500  companies,  with  long  an 
short  positions  totaling  $750  million. 

Big  institutional  bondholders,  like  Fi 
delity  or  Putnam,  can  trade  electronicall 
with  big  investment  banks  through  th 
Bloomberg  terminal  or  through  propri 
etary  Internet  systems.  Rittereiser's  inno 
vation  allows  small  institutional  investor^ 
to  trade  direcdy  with  Gruntal  over  th< 
Internet.  (Other  Net  systems  that  matd 
orders  are  rolling  out  corporate  trading 
but  often  lack  liquidity.)  Gruntal's  nev 
system,  in  place  sometime  this  year,  coulc 
triple  the  $35  million  in  revenues  th< 
bond-trading  business  now  generates 
Rittereiser  plans  to  sell  a  stake  in  the  new 
business,  raising  up  to  $60  million. 

It's  all  possible  bait  for  an  acquirer 
Foreign  banks  are  looking  for  U.S.  secu- 
rities businesses.  Prudential  has  talke 
with  Gruntal  about  a  merger.  Rit- 
tereiser, who  with  his  executives  own 
60%  of  Gruntal's  common  stock,  won'l 
comment  about  any  deal.  But  whatevei 
happens,  he'd  like  to  stay  in  charge.  "If  1 
have  a  frustration,  it's  that  I  didn't  gel 
enough  chance  to  play  offense."  f 
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A  brand  without  a  cause: 
When  Jimmy  Dean  said  it  all. 


Mercury  Falling 

What  do  you  do  when  you  have  a  muddied  brand  but  thulks Mercury should shlink 

...   i  ■  -    ■■         ■        -4  —        ■  .  .  ,.  .  He  points  to  one  brandinj 

a  Stlll-IOyal  fOllOWing?  FOrd  IS  trying  tO  figUre  It  OUt.  problem:  Mercury  makes  bod 


solid  brand  names  deteriorate 
Wolfgang  Reitzle,  head  o 
Ford's  luxury  brands,  like  Lin 
coin  and  Volvo,  admits  tb 
problem.  He's  already  said  hi 


BY  TERRIL  YUE  JONES 

FOR  DECADES  MERCURY  WAS 
Ford's  semiluxury  division — 
started  in  1938  to  provide  upscale 
versions  of  everyman  Ford  models,  the 
"poor  man's  Lincoln."  Sometimes  the 
brand  exuded  style,  as  in  the  1950s' 
Monterey;  sometimes  attitude,  as  with 
the  '49  Mercury  Coupe  that  James 
Dean  drove  in  Rebel  Without  a  Cause. 

These  days  Mercury  exudes  . . .  well, 
what?  And  therein  lies  Ford's  big  mar- 
keting problem.  It's  got  a  brand  that 
sells  okay,  438,000  cars  last  year  (2.6% 
of  the  U.S.  market),  but  fewer  and  fewer 
people  know  what  the  Mercury  brand 
stands  for.  Its  differences  from  Fords  are 
cosmetic.  Then  you've  got  Ford  buying 
luxury  brands  like  Jaguar,  Aston  Martin 
and  Volvo.  That  muddies  the  Mercury 
name  even  more  in  the  Ford  family.  No 
wonder  some  Ford  execs  are  openly 
pondering  the  future  of  the  brand — de- 
spite a  6.8%  sales  jump  last  year. 
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"It's  got  awareness  and  that's  im- 
portant— but  O.J.  Simpson  has  'aware- 
ness,' "  says  Daniel  Gorrell,  vice  presi- 
dent of  Strategic  Vision,  an  automotive 
market  research  firm  in  California. 

Mercury's  fate  could  be  similar  to 
that  of  Tab,  introduced  as  Coca-Cola's 
first  diet  cola  in  1963.  It  sold  well  until 
diet  Coke  came  along  in  1982;  con- 
sumers migrated  to  diet  Coke  and  diet 
Pepsi,  and  today  Tab,  which  still  has  its 
fervent  fans,  maintains  only  a  shadow 
of  its  former  brand  recognition. 

Like  Tab,  Mercury  also  has  its  loyal 
followers.  But  they  are  generally  the 
older  set,  whose  numbers  are  dwindling. 
Mercury's  bestseller  is  the  Grand  Mar- 
quis, whose  buyers'  median  age  is  68. 

Burma  Shave,  the  shaving  cream  of 
the  1950s  with  the  famous  roadside 
rhymes,  is  another  example  of  a  brand 
that  got  lost  despite  a  once-powerful  fol- 
lowing. New  owners  hardly  promoted  it. 

These  are  cases  of  companies  that  let 


the  sporty  two-door  Couga 
and  Mountaineer,  a  hulking  sport  utilir 
vehicle.  "Would  you  think  they  are  fron 
the  same  brand?"  he  scoffs. 

Mark  Hutchins,  president  of  Lin 
coin  Mercury,  insists  Mercury  can  sur 
vive  and  has  a  clear  message:  Mercur 
is  for  "the  individualist,  the  persoi 
that's  innovative,  that's  expressive,  tha 
wants  to  do  things  a  little  differently.' 
Sounds  suspiciously  like  every  other  ca 
advertisement. 

So  is  it  time  to  let  Mercury  meet  th< 
same  fate  as  Plymouth,  the  72-year-ok 
brand  that  Chrysler  eliminated  las 
year?  Not  an  easy  decision  for  For 
Chief  Jac  A.  Nasser,  given  that  th 
brand  produces  at  least  $8  billion  ii 
revenues.  Maybe  those  Mercury  owner 
could  be  nudged  to  buy  a  similar  Ford 
or  better  yet,  one  of  those  upscale  high 
profit  Lincolns  or  Volvos.  But  as  am 
brand  manager  knows,  when  you  try  tc 
shift  customers  to  another  brand,  the} 
may  go  instead  to  another  company 


I 


HERE'S  A  MORE  RATIONAL  APPROACH  TO  INCREASING  PROFITS. 


ither  than  nickel-and-dime  their  employees,  manufacturers  have  significantly  cut  costs  and  increased 
ofits  using  SupplierMarket.com,  the  leading  online  business-to-business  marketplace  for  manufactured 
oducts.  It  is  where  buyers  find  suppliers,  suppliers  bid  for  new  business,  and  employees  save  their 
iange  for  soda.  All  you  need  is  a  Web  browser,  and  the  desire  to  stay  ahead  of  the  competition. 


pple  buy  parts.  People  sell  parts.  This  is  where  they  meet. 
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The  company  that  wanted  him  as  chief  executive,  Neo 
forma.com,  was  unproven  and  at  the  time  had  revenues  o 
less  than  $1  million.  Zollars  was  taking  a  big  risk  in  return  fo 
a  big  payoff.  "They  knew  what  it  was  going  to  take  to  recrui 
me,"  he  shrugs. 

Indeed  they  did.  We  have  entered  a  new  threshold  in  chie 
executive  pay — the  nine-digit  era.  If  a  board  of  director 
wants  to  recruit  a  very  desirable  executive  to  run  its  com 
pany,  it  has  to  pay  handsomely.  Look  at  Zollars  of  Neoform 
and  George  Conrades  at  Akamai,  Carleton  Fiorina  o 
Hewlett-Packard  or  Gregory  Brown  at  Micromuse,  Richar< 
Braddock  at  Priceline.com  or  Robert  Howe  at  Scient.  The; 
are  demanding  big  chunks  of  equity,  in  the  form  of  option 
or  outright  stock  grants,  to  pick  up  stakes  and  start  a  new  jot 

FORBES  found  12  chief  executives  recruited  within  th 
past  two  years  or  so  who,  at  Mar.  1  stock  prices,  have  score* 
pay  packages  worth  at  least  $100  million.  Our  definition  o 
compensation  includes  cash,  stock  and  options  awarde< 
since  these  hands  were  hired.  We  don't  count  founders 
stock  and  we  don't  count  successful  executives  wh« 
have  built  their  wealth  over  a  longer  period — like  Loui 
Gerstner  Jr.,  worth  $560  million  after  seven  years  of  har< 
work  at  IBM. 

Insane?  No  more  insane  than  the  market  valuations  pu 
on  these  companies.  Unfair?  Well,  you  could  have  quite  a  de 
bate  about  that.  There  was  much  hand-wringing  when  Wal 
ter  Chrysler  was  hired  in  1920  to  run  the  Willys-Overland  ca 
company  at  a  salary  of  $  1  million.  The  number  was  shockin 
at  a  time  when  a  factory  worker  was  lucky  to  make  $5,000  i 
year.  But  it  was  only  enough  to  attract  this  talented  man  anc 


What's  a  chief  executive  worth?  Whatever  the  market  will  bear.  And  th 

market  is  saying  some  incredible  things  about  what  executives  are  worth 


BY  KERRY  A.  DOLAN 

JUST  A  YEAR  AGO  ROBERT  ZOLLARS  WAS 
content  at  Cardinal  Health,  a  $25  billion  med- 
ical products  distributor.  A  group  president, 
Zollars  oversaw  units  that  produced  a  third  of 
Cardinal's  earnings.  A  bright,  articulate  guy,  he 
was  a  contender  for  the  chief  operating  officer 
job,  and  likely  the  chief  exec's  job  as  well.  He 
was  earning  $700,000  and  sitting  on  an  $8  mil- 
lion restricted  stock  award.  Intent  on  staying  at 
Cardinal  for  the  long  term,  he'd  just  built  a  new 
home  for  his  wife  and  four  kids  not  far  from  company  head- 
quarters in  Dublin,  Ohio. 

But  such  is  the  business  landscape  today  that  last  July 
Zollars,  42,  chucked  it  all  to  move  to  Santa  Clara,  California. 
What  could  possibly  have  caused  him  to  wreak  such  havoc 
on  his  family?  A  midlife  crisis?  An  urge  to  surf?  No,  a  pay  in- 
crease, mostly  in  the  form  of  an  equity  stake,  which  turned 
out  to  be  worth  just  north  of  $300  million. 
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indeed,  not  enough  to  keep  him.  Chrysler  quit  within  a  yea 
to  run  Maxwell,  which  later  became  Chrysler  Corp. 

The  agony  over  executive  pay  continues.  In  1994  Con 
gress  decreed,  in  the  form  of  a  tax  law,  that  anything  mor 
than  $1  million  is  too  much.  Straight  salaries  beyond  tha 
sum  for  top  execs  at  publicly  held  corporations  are  not  de 
ductible  by  the  corporation  that  pays  them.  There's  a  loop 
hole  in  the  law  for  performance-based  pay  (like  options),  bi 
the  law  still  stands  as  a  stark  statement  about  pay  equity. 

Count  on  it:  The  debate  will  resurface  this  spring,  a 
proxies  revealing  1999  pay  become  public.  Take  a  look  at  th 
table  on  page  129  of  high-paid  execs  whose  proxies  are  al 
ready  out.  In  the  column  of  five-year  pay  totals,  nine-figur 


As  sure  as  crocuses,  proxies  will  hit  soon  and  renew  the  debate 
over  chief  executive  pay.  Here  we  reveal  the  phenomenon  of 
the  nine-figure  CEO,  typically  an  Internet  boss.  On  page  129:  a 
sneak  preview  of  executive  pay  at  50  Forbes  500  companies. 


O  L  L  A  R  S 

They  knew  what  it  was  going  to  take  to  recruit  me 
It  was  pretty  straightforward  and  pretty  short  conversations 


$100  Million  CEO 


9  Figures— and  Up 


Here,  a  sampling  of 
recently  hired  chief  execs 
whose  pay  packages  have 
crossed  the  $100  million 
line.  Keep  in  mind  that 
these  are  multiyear 
awards.  Most  options 
vest  over  four  years. 


Name  of  CEO 


George  Conrades    Richard  Braddock  Margaret  Whitman      Robert  Howe         Ellen  Hanci 


Age 


61 


57 


43 


55 


56 


Company 


Akamai  Tech 


Priceline.com 


Ebay 


Scient  Corp. 


Exodus  Coi 


Salary  and  bonus 


$260,000 


$300,000  = 


$246,000 


$250,000 : 


$200,00 


Equity  stake1 


7.1% 


13% 


5.2% 


9.3% 


2% 


Total  package1 


$1.8  billion 


$1.1  billion 


$1  billion 


$520  million 


$515  mill* 


1  Stock  and  options,  both  vested  and  unvested,  valued  using  Mar.  I  stock  prices.  '  Undisclosed  bonus. 


sums  are  not  unheard  of. 

It  will  be  argued  that  some  of  these  people  have  passive 
boards  that  rubber-stamp  outrageously  rich  option  packages. 
That  may  be  true  in  some  cases,  but  it  can  no  longer  be  ar- 
gued that  multimillion-dollar  pay  necessarily  represents  an 
exploitation  of  helpless  corporate  boards.  The  newly  hired 
centimillionaires  (see  table  above)  disprove  that.  They  didn't 
control  their  boards.  They  were  recruited  by  them. 


So  why  do  boards  offer  so  much?  For  a  host  of  reasons 
there's  a  shortage  of  these  so-called  rock-star  bosses  who  can 
bring  a  company  instant  credibility.  And  the  hired  executives 
sure  ain't  leaving  the  safe  confines  of  a  big  company  without 
a  huge  upside — their  protestations  of  not  caring  about  the 
money  aside. 

For  some  the  frothy  environment  has  taken  on  an  Alice- 
in-Wonderland  feel. 

Listen  to  Robert 
Knowling,  44,  describe  the 
negotiations  with  Covad 
Communications,  a  DSL 
provider.  Knowling  was 
the  number  two  executive 
at  US  West  in  mid- 1998 
when  he  was  offered  the' 
top  job  at  then-private 
Covad.  The  offer:  5% 
equity. 

"I  was  okay  with  the 
5%,"  he  says.  "I  almost 
asked  for  10% — I've  got  to 
tell  you,  they  wanted  me 
bad  enough,  I  think  I  could 
have  gotten  anything  I 
asked  for.  But  at  some 
point  in  time  I  said  to  my- 
self, 'If  I  do  this  and  we  re- 
ally do  take  it  public  and  it 
becomes  big,  with  the  mil- 
lions of  shares  that  I  have, 
is  $200  million  enough?  Or 
is  $400  million  enough,  or 
is  $800  million  enough?'" 

At  one  point  in  the  ne- 
gotiations Knowling  did 
the  unheard-of — he  asked 
for  more  than  the  $250,000 
cash  the  company  offered 
him.  "Quite  frankly,  hell,  it 
wasn't  even  enough  to  pay 
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rk  Hoffman 3 

Mitchell  Kertzman 

Brian  NeSmith 

Robert  Knowling 

Robert  Zollars 

Gregory  Brown 

Rudy  Puryear 

Robert  Annunziata 

53 

51 

38 

44 

42 

39 

48 

51 

ommerce  One 

Liberate  Tech 

CacheFlow 

Covad 

Neoforma.com 

Micromuse 

Lante  Corp. 

Global  Crossing 

$156,000 

$500,000 

$175,000 

$650,000 

$750,000 

$700,000 

$750,000 

$11  million 

3.5% 

3.8% 

5.9% 

5% 

9.3% 

4.7% 

6.3% 

0.6% 

120  million 

$380  million4 

$313  million 

$310  million 

$310  million 

$256  million 

$187  million 

$130  million 

December  1996. 

'  Assumes  a  $1  per  share 

exercise  price. 

Sources:  Companies'  SEC  filings;  Forbes  calculations. 

my  mortgage  on  the  house 
I  had  to  buy  in  California," 
he  recalls. 

Knowling  ended  up  with 
$400,000  in  salary  and  a 
minimum  $250,000  bonus. 
His  stake  in  Covad,  which 
completed  a  public  offering 
in  January  1999,  six  months 
after  he  joined,  is  now  worth 
$310  million.  That  figure  in- 
cludes 1.8  million  shares 
that  will  vest  over  the  next 
two  years. 

Zollars  got  an  even  bigger 

share  of  Neoforma,  a  busi- 
ness-to-business marketplace 
for  medical  products.  He 
scored  immediately  exercis- 
able options  to  buy  13%  of 
the  company  for  10  cents  a 
share,  and  a  loan  from  Neo- 
forma to  buy  the  options. 
Oh,  he  also  got  a  quaint- 
sounding  salary  and  bonus 
totaling  $750,000. 

Neoforma  went  public 
in  date  January,  six  months 
after  he  got  there,  and  now 
sports  a  $3.3  billion  market 
capitalization. 

The  frenzied  atmosphere 
has  even  produced  billionaire  chief  executives.  George  Con- 
rades,  61,  was  a  former  top  GTE  and  IBM  exec  before  he 
ioined  Internet  software  firm  Akamai  Technologies  in  April 
1999.  Six  months  later  Akamai  went  public.  Conrades'  6.5 
million  Akamai  shares  are  now  worth  $1.8  billion.  He  paid 
$2  million  to  buy  the  bulk  of  the  shares,  with  money  lent  by 
Akamai. 

Not  bad  for  a  year's  work. 


^BJ 

7 

C  R  E  C      BROWN. 

1  was  very  happy  where  1  was,  but  no 
other  offers  resonated  the  way  this  did. 

-m 

Robert  Howe  bagged  a  long  career  at  IBM  to  take  the 
chiefs  job  at  Scient,  an  e-commerce  consulting  firm.  Howe  is 
55  years  old,  maybe  the  age  to  stay  put,  or  work  on  your  golf 
game.  But,  what  the  heck,  Scient  founder  Eric  Greenberg  was 
offering  him  close  to  12%  of  the  company.  In  May  1999,  15 
months  after  he  arrived,  Scient  went  public.  Howe's  stake, 
which  fully  vests  in  three  years,  is  now  worth  $519  million. 

Howe  allows  that  he  was  motivated  by  the  challenge  of 
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building  a  new  business.  But  when 
crunch  time  came  for  his  decision, 
"The  question  was:  Did  I  own 
enough  of  the  company  to  make  it 
worth  doing?"  He  looked  around,  he 
says,  and  decided  that  "Eric  and  the 
board  were  more  than  generous." 

Executive  compensation  has  been 
surging  across  the  board.  Last  year 
the  average  package  for  a  chief  execu- 
tive at  50  of  the  largest  corporations 
was  $9.3  million,  up  from  $2.8  mil- 
lion in  1990,  according  to  executive 
compensation  firm  Pearl  Meyer  & 
Partners.  The  big  shift  has  been  the 
rise  of  options  and  long-term  com- 
pensation— last  year  it  represented 
70%  of  remuneration.  As  the  stock 
market  goes,  so  goes  exec  pay. 

But  these  pay  numbers  start  to 
look  like  custodian  salaries  in  the 
new  environment. 


What's  the  going  rate?  For  a  spank- 
ing new  company,  not  yet  public,  a 
prospective  chief  executive  may  be 
offered  an  equity  stake  between  5% 
and  10%.  Often  the  options  are  im- 
mediately exercisable,  though  the  ex- 
ecutive usually  can't  sell  the  stock 
right  away.  As  in  Zollars'  case,  the 
companies  typically  retain  a  right  to 
repurchase  a  portion  of  those  shares  at  the  grant  price  if  the 
executive  screws  up.  The  longer  the  chief  sticks  around,  the 
fewer  shares  are  subject  to  repurchase. 

Companies  are  so  eager  for  executives  they  will  lend  them 
money  to  buy  the  initial  stake.  Look  at  Rudy  Puryear's  deal. 
He  was  pulling  down  more  than  $2  million  a  year  as  head  of 


A  Lineage 
of  Pay 

Before  World  War  I 
heads  of  large  manu- 
facturing companies 
were  barely  earning 
$10,000  a  year- 
a  mere  $171,132 
in  today's  dollars. 
Then  came  signing 
bonuses,  golden 
parachutes  and 
"reload"  options. 


the  $425  million  e-commerce  unit  at  Andersen  Consulting 
Lante  Corp.,  an  Internet  consulting  firm,  went  after  him  las 
year  with  this  package:  $750,000  in  salary  and  bonus,  plus  i 
loan  to  buy  2.4  million  shares  of  restricted  common  stock  a 
$  1 .35  a  share,  the  equivalent  of  6.3%  of  the  company,  after  it 
public  offering.  Puryear  took  the  job  last  June. 


Eugene  Grace 

President.  Bethlehem  Steel 

Received  an  average  bonus 
of  $815,000  per  year 
between  1918  and  1930, 
prompting  the  first  share- 
holder suit  challenging 
executive  pay. 


Michael  Bcrgerac 
Chief  Executive.  Revlon 

Offered  $1.5  million,  one 
of  the  largest  signing 
bonuses  at  the  time,  to 
leave  his  post  as  president 
of  International  Telephone 
&  Telegraph. 


Lee  lacocca 

Chairman,  Chrysler  Corp. 

Accepted  a  $1.00  salary  to 
go  with  500,000  stock 
options,  marking  their 
emerging  role  in 
compensation  plans. 


William  Agee 
Chairman,  Bcndix 

Walked  away  with  one  i 
first  big  "golden  parach  i 
exceeding  $4  million  ov 
five  years,  prompting  a 
tax  law  penalizing  outlal 
severance  packages. 
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His  shares  vest  over  the  next  three  years,  meaning  Lante 
has  the  right  to  repurchase  his  unvested  shares  at  $1.35.  But  if 
he  hangs  in  there  and  keeps  the  stock  price  at  its  current  level, 
he'll  have  gained  a  hefty  $187  million. 

Why  is  a  chief  executive  worth  5%  of  a  company?  A 
rock  star  executive  can  create  the  excitement  to  get  a  pub- 
lic offering  off  the  ground.  Former  Andersen  Consulting 
head  George  Shaheen  got  headlines  for  leaving  to  become 
top  dog  at  Webvan  Group  last  September.  "In  this  noisy 
market,  you  can't  just  have  a  good  company,  you've  got  to 
have  some  way  to  attract  attention,"  says  Judith  Hamilton, 
chief  executive  of  Classroom  Connect  and  a  board  mem- 
ber of  Lante. 

A  brand  name  chief  also  attracts  other  talented  execu- 
tives. Since  Puryear  joined  Lante,  he's  lured  a  dozen  top  ex- 
ecutives from  companies  like  EDS,  IBM  and  Deloitte  Touche 
Tohmatsu,  including  a  hotshot  chief  financial  officer  from 
Cincinnati  Bell  spinoff  Converges  (see  box,  p.  128). 

And,  of  course,  the  right  chief  executive  can  do  what  the 
founders  want  and  are  willing  to  pay  for:  turn  a  startup  into 
a  real  company. 

Greg  Brown  left  a  job  at  Ameritech  to  take  the  chiefs  po- 
sition early  last  year  at  Micromuse.  Micromuse,  which  makes 
software  for  telecom  networks,  had  a  year  earlier  gone  public, 
but  without  the  bang  that  often  accompanies  tech  stock  of- 
ferings. Micromuse  shelled  out  a  split-adjusted  1.6  million 
options  to  Brown,  worth  $255  million  at  current  prices. 
(They  vest  over  the  next  three  years.)  And  while  he  had  to 
walk  away  from  a  hefty  severance  package,  Brown,  who  earns 
$700,000  in  salary  and  bonus  at  Micromuse,  says  he  didn't 
have  to  take  a  pay  cut. 

How  did  the  owners  feel  about  giving  up  so  much? 
Here's  David  Schwab,  partner  at  Sierra  Ventures,  the  lead 
venture  capital  firm  behind  Micromuse:  "It's  no  more  com- 
plicated than  deciding  whether  you  want  a  smaller  piece  of 
a  bigger  pie,  and  is  this  the  kind  of  person  that  can  make  the 
pie  really  big?"  In  the  year  since  Brown  has  taken  over,  Mi- 
cromuse's  market  capitalization  has  grown  tenfold,  to  $5.4 


billion,  revenues  more  than  doubled,  to  $58  million,  and 
the  company  posted  its  first  annual  profit. 

A  fat  stake  handed  to  a  chief  executive  may  pay  off  if  the 
company  is  trying  to  raise  capital.  Explains  Richard  Wagner, 
president  of  Strategic  Compensation  Research  Associates: 
"Investors  want  to  see  [that  the  boss  has]  a  sizable  stake  in 
the  company — not  just  options,  which  are  really  no  risk — 
but  ownership  of  shares." 

Deplore,  if  you  want,  the  fact  that  the  rich  are  getting 
richer  faster  than  the  poor  are.  But  there's  no  denying  that 
the  market  for  executive  talent  is  an  open  one,  with  supply 
and  demand  determining  prices  most  of  the  time.  No  one 
put  a  gun  to  Global  Crossing  Chairman  Gary  Winnick's  head 
when  he  lured  Robert  Annunziata  from  AT&T  14  months  ago. 
Annunziata  landed  a  $10  million  signing  bonus,  $1  million 
in  annual  cash  pay,  and  enough  options  that  he  is  probably 
worth  $120  million  now.  Winnick  had  a  falling  out  with  the 
man  he  hired,  and  Annunziata  just  hit  the  road,  with  options 
accelerated.  Still,  Winnick  insists  he  didn't  overpay  for  that 
year  of  work.  During  the  time  that  the  star  from  AT&T  was 
around,  the  company's  market  cap  doubled,  increasing  Win- 
nick's  net  worth  by  $2.7  billion. 

Pay,  of  course,  is  high  now  because  the  stock  market  has 

been  hot.  Mark  Edwards,  president  of  San  Francisco -based 
executive  compensation  firm  Iquantic,  figures  that  last  year 
the  market  capitalization  of  the  technology  sector  increased 
by  $3.7  trillion.  If,  on  average,  the  typical  tech  company  has 
14%  of  its  stock  represented  in  options,  then  that  rise  created 
$518  billion  in  new  stock  option  wealth.  A  lot  of  it  is  going  to 
the  top  officers.  A  lot  more  is  going  to  people  lower  down. 
Options  are  the  fuel  that  keeps  cash  payrolls  lean  at  places 
like  Microsoft  and  Qualcomm. 

Crazy  or  not,  Internet  companies  are  clearly  driving  the 
direction  of  compensation  these  days.  "In  the  old  days,  the 
IBMs,  the  Hewlett-Packards,  really  set  the  trend  and  all  the  lit- 
de  companies  followed  what  the  big  boys  were  doing,"  says 
James  Boone,  head  of  the  Americas  at  search  firm 


lichael  Milken 
inancier,  Drexel 
urnham  Lambert 
jacked  up  an  estimated 
-550  million  in  salary  and 
onuses  in  one  year— the 
:ggest  total  pay  package 
f  any  employee. 


Roberto  Goizueta 

Chief  Executive,  Coca-Cola 

Received  one  of  the  first 
large  grants  of  restricted 
stock— I  million  shares 
worth  $56  million. 


Sanford  Weill 

Chief  Executive,  Primerica 

Granted  one  of  the  first 
"reload"  packages  on  5 
million  options  already 
worth  $64  million.  The 
reload  gave  him  another 
3.6  million  new  options. 


Charles  Wang 
Chief  Executive, 
Computer  Associates 

Awarded  up  to  3.6  million 
shares,  three  years  later 
worth  $650  million— the 
biggest  payout  by  a  public 
company  to  date. 


Margaret  Whitman 
Chief  Executive,  Ebay 

Granted  7.2  million  stock 
options,  valued  at  more 
than  $1  billion  six  months 
later,  ushering  in  the  era 
of  ten-figure  hired  hands. 
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Korn/Ferry  International.  "But  now  it's  the  exact  opposite." 
As  a  result,  large  corporations  may  have  to  ante  up  to 
compete,  or  face  losing  their  best  talent.  Thus  a  $98  million 
package  like  the  one  Carly  Fiorina  got  at  HP  doesn't  look  so 
out  of  line.  Nor  does  the  $190  million  in  stock  options 
awarded  in  January  to  Steve  Jobs  at  Apple. 

Even  companies  like  utilities — never  big  on  exotic 
salaries — have  begun  to  embrace  the  option  practice.  Corbin 
McNeill  Jr.,  chief  executive  of  Peco  Energy  in  Philadelphia, 
was  awarded  500,000  options  in  1998,  up  from  50,000  the 
year  before. 

If  large  established  corporations  can't  afford  to  match  In- 
ternet-like packages,  they  can  sometimes  compete  by  spin- 
ning off  units — the  way  AT&T,  HP  and  others  have  done — 
and  let  those  outfits  offer  equity  to  keep  or  attract  chief 
executives. 

The  Internet's  not  the  only  reason  for  escalating  prices  for 

executive  talent.  There  are  simply  more  jobs  than  qualified 
people.  Last  year  1,990  startups  received  $18  billion  in  ven- 
ture capital  funding,  according  to  Venture  Economics,  TSFD, 
a  research  firm  based  in  New  Jersey.  "At  least  25%  to  50%  of 
those  companies  need  a  CEO,"  says  Heidrick  &  Struggles 
Vice  Chairman  John  Thompson. 

Demographic  shifts  are  also  opening  more  top  slots.  The 
number  of  35-  to  44-year-olds  is  declining — while  many 
large  companies  are  losing  top-level  talent  to  retirement,  ac- 
cording to  Heidrick  &  Struggles. 


Cash  Not  Taken  Here 


Chief  executive  pay  has  become  more  pegged  to  stock 
options  and  restricted  grants— and  less  to  salary  and 
bonus.  The  idea:  A  CEO  who  thinks  like  a  shareholder. 

CEO  Total  Remuneration 
1965  1999 


The  downside  to  escalating  pay  packages?  Those  prizecj 
options.  The  increase  in  overhang — the  percentage  of  a 
company's  stock  allotted  for  options — isn't  necessarihj 
good  for  shareholders.  Yes,  it  aligns  the  chief  executive'? 
fortune  with  the  shareholders'.  But  sooner  or  later  the  di-l 
lution  will  hurt  earnings  and  shareholders  will  pay  a  price 
The  market  has  perhaps  anticipated  the  dilution.  A  study  b\ 
Watson  Wyatt  showed  that  45  tech  companies  with  th^ 
greatest  option  overhang  delivered  a  median  annual  returrj 
from  1993  to  1997  of  only  half  that  of  the  45  companies 
with  34%  less  overhang. 

But  as  long  as  the  stock  market  stays  up,  complaints  frorr 
the  shareholders  are  going  to  be  pretty  feeble. 


The  $77  million  CF0 


You  probably  don't  know  Brian 
Henry,  42,  but  in  the  world  of  chief 
financial  officers,  he's  like  Hank 
Aaron  and  Ty  Cobb  rolled  into  one.  Henry's 
claim  to  fame?  He  was  recruited  last  year 
to  Lante  Corp.,  an  Internet  consultancy, 
with  a  compensation  package  bigger  than 
that  of  most  baseball  players. 

For  pocket  change  he  got  $350,000 
in  salary  and  bonus.  Then  he  got  a  2.6% 
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equity  stake  in  Lante  at  a  time 
when  prepublic  CFOs  were  usually 
getting  no  more  than  1%  equity. 
Lante  went  public  in  February  and 
Henry's  stake  (which  vests  over 
the  next  three  and  a  half  years)  is 
now  worth  $77  million. 

Henry  was  a  rising  star  in  the 
information  technology  world.  As 
chief  financial  officer  of  Cincinnati 
Bell,  he  helped  lead  the  spinoff  of 
telecom  billing  unit  Convergys 
Corp.  He  then  became  chief  operating  of- 
ficer of  Convergys'  information  manage- 
ment group. 

He  wasn't  exactly  underpaid  at  Con- 
vergys: In  1998  he  was  awarded  $1.6  mil- 
lion in  restricted  stock  on  top  of  some 
580,000  options  worth  $4  million. 

But  headhunters  descended.  He  got 
about  a  call  a  day  in  the  second  half  of 
1999,  he  says.  Offers  ranged  from  chief  fi- 


nancial officer  jobs  at  large  Internet  com 
panies  to  chief  operating  and  chief  exec 
utive  spots  at  e-commerce  companies 

"You  could  tell  it  was  getting  wild  ol 
there,"  he  says,  in  a  bit  of  understatement 

In  September  Henry  got  a  call  from 
recruiter  pitching  the  chief  financial  office 
spot  at  Chicago-based  Lante.  He  met  wit 
Chief  Executive  Rudy  Puryear.  He  was  irr 
pressed,  but  not  convinced.  "I  wasn't  eas 
to  hire.  I  was  getting  so  many  calls,"  h 
says,  that  he  could  afford  to  be  picky. 

But  Puryear  was  persistent,  meetin 
with  Henry  four  times  over  six  week; 
Board  members  and  their  spouses  wine 
and  dined  Henry  and  his  wife  in  Chicag 
one  weekend  in  October  and  set  them  u 
with  a  real  estate  agent  to  look  for  a  homi 

When  it  came  time  to  talk  money,  say 
Henry,  "It  had  to  be  attractive  enough  t 
pull  me  out."  It  was  that  for  sure,  and  h 
accepted  in  late  October.  —K.A.I 


A  Flash  Look  at  What  the  Bosses  Made 

We  took  an  early  peek  at  chief  executive  pay  by  looking  at  the  largest  Forbes  500s  corporations  for  which  fiscal  1999  data 

were  available.  Here  are  the  50  highest  earners.  Note  that  pay  here  counts  options  only  to  the  extent  they  were  exercised 

during  the  fiscal  year;  in  contrast,  the  table  of  packages  for 

newcomers  (page  124)  counts  all  stock  and  options  awarded  to 

land  them.  Below,  the  total  compensation  figure  also  includes  salary,  bonus  and  other  compensation  (like  automobile 

allowances,  restricted  stock  grants  vesting  during  the  year) 

The  stock  ownership  column  excludes  options.— 

Scott  DeCarlo 
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1  COMPENSATION  (SIHOU) 

5-YEAR 

STOCK  OWNED 

1-year 

Stock 

Compensation  Return  to 

Mkt  value 

Company  /  Chief  executive 

Salary 

Bonus 

change* 

Other 

gains 

Total 

(Sthou)    shareholders 

% 

($mil) 

Computer  Associates  /  Charles  B  Wang 

$1,000 

$3,600 

-34%  $645,448 

_  i 

$650,040 

$713,452 

29% 

4.21% 

$1,474.8 

America  Online  /  Stephen  M  Case 

575 

1,000 

34 

5  $115,510 

117,090 

333,769 

114 

0.39 

500.3 

Compuware  /  Peter  Karmanos  Jr 

600 

1,600 

0 

- 

85,321 

87,521 

114,716 

35 

5.25 

391.8 

Walt  Disney  /  Michael  D  Eisner 

750 

0 

-87 

4 

49,907 

50,660 

673,645 

15 

0.59 

447.5 

Bear  Stearns  Cos  /  James  E  Cayne 

200 

10,872 

7 

18,951 

- 

30,023 

109,445 

27 

3.72 

194.1 

Morgan  Stanley  DW  /  Philip  J  Purcell 

775 

12,113 

45 

2,867 

11,396 

27,150 

131,307 

52 

0.23 

210.8 

Medtronic  /  William  W  George 

800 

329 

20 

41 

25,841 

27,011 

56,510 

46 

0.25 

152.8 

Emerson  Electric  /  Charles  F  Knight 

1,200 

3,000 

24 

20,702 

- 

24,902 

48,055 

9 

0.38 

71.2 

Sara  Lee  /  John  H  Bryan 

964 

1,463 

-12 

12,124 

10,300 

24,851 

60,090 

5 

0.25 

31.7 

Forest  Labs  /  Howard  Solomon 

668 

100 

13 

29 

23,087 

23,884 

49,480 

24 

1.83 

107.3 

Goldman  Sachs  Group  /  Henry  M  Paulson  Jr 

300 

16,062 

NA 

4,416 

- 

20,778 

NA 

NA 

0.89 

404.3 

BMC  Software  /  Max  P  Watson  Jr 

400 

1,904 

112 

5 

17,370 

19,679 

48,342 

42 

0.31 

35.0 

Alcoa /Alain  J  PBelda 

771 

1,500 

NA 

396 

15,914 

18.5811 

NA 

31 

0.07 

18.5 

Applied  Materials  /  James  C  Morgan 

779 

1,268 

102 

7 

16,092 

18,146 

45,724 

73 

0.24 

175.9 

Aflac  /  Daniel  P  Amos 

995 

1,606 

31 

166 

15,082 

17,848 

66,403 

24 

1.28 

124.8 

Lehman  Bros  Holding  /  Richard  S  Fuld  Jr 

750 

4,500 

69 

5,681 

6,554 

17,485 

34,124 

34 

1.52 

150.2 

Clorox  /  G  Craig  Sullivan 

875 

1,186 

9 

4.160 

10,946 

17,166 

27,179 

24 

0.05 

5.3 

Oracle  /  Lawrence  J  Ellison 

1,000 

2,752 

145 

- 

10,032 

13,784 

51,382 

73 

22.47 

49,591.2 

Vitesse  Semiconductor  /  Louis  R  Tomasetta 

269 

211 

41 

- 

12,920 

13,400 

31,690 

158 

0.44 

64.5 

Lucent  Technologies  /  Richard  A  McGinn 

1,100 

5,130 

-52 

5,536 

- 

11,765 

33,8553 

IV 

- 

- 

Maxim  Integrated  Prod  /  John  F  Gifford 

265 

1,723 

28 

— 

9,472 

11,460 

78,007 

72 

0.55 

96.5 

Analog  Devices  /  Jerald  G  Fishman 

799 

529 

43 

550 

8,987 

10,864 

28,8252 

68 

_5 

2.5 

Linear  Technology  /  Robert  H  Swanson  Jr 

283 

1,340 

5 

33 

8,992 

10,649 

21,053 

48 

0.14 

21.8 

Micron  Technology  /  Steven  R  Appleton 

605 

1,482 

215 

2 

8,496 

10,584 

27,485 

23 

0.07 

17.9 

Seagate  Technology  /  Stephen  J  Luczo 

834 

850 

172 

247 

7,907 

9,839 

NA 

34 

0.20 

23.2 

Solectron  /  Koichi  Nishimura 

660 

940 

55 

9 

8,065 

9,674 

19,433 

62 

0.09 

16.5 

E'Trade  Group  /  Christos  M  Cotsakos 

523 

1,141 

165 

17 

7,917 

9,598 

17.5682 

864 

1.31 

83.1 

3Com  /  Eric  A  Benhamou 

750 

75 

1 

- 

8,625 

9,451 

47,679 

23 

0.12 

34.1 

Starbucks  /  Howard  Schultz 

779 

0 

-34 

25 

7,670 

8,474 

30,244 

43 

2.08 

141.1 

Automatic  Data  /  Arthur  F  Weinbach 

659 

485 

10 

7 

6,969 

8,119 

18.3012 

23 

0.07 

19.3 

Network  Appliance  /  Daniel  J  Warmenhoven 

323 

250 

NA 

1 

7,100 

7,674 

NA 

1764 

0.22 

63.6 

Fifth  Third  Bancorp  /  George  A  Schaefer  Jr 

953 

1,140 

16 

293 

4,983 

7,369 

19.990 

28 

0.19 

29.3 

Marshall  &  llsley  /  James  B  Wigdale 

700 

751 

13 

2,354 

3,532 

7,337 

17,764 

19 

0.25 

12.5 

Novell  /  Eric  Schmidt 

602 

601 

-2 

5,862 

- 

7,065 

11.8003 

10 

0.25 

26.5 

Inktomi  /  David  C  Peterschmidt 

250 

259 

85 

- 

5,991 

6,500 

12.8763 

4294 

0.24 

41.5 

Corning  /  Roger  G  Ackerman 

815 

1,455 

98 

155 

3,980 

6,404 

17,355 

52 

0.13 

72.0 

Lycos  /  Robert  J  Davis 

170 

80 

0 

7 

6,094 

6,351 

17,628 

844 

_5 

0.4 

Walgreen  /  L  Daniel  Jorndt 

883 

583 

12 

1,383 

3,387 

6,237 

17.1663 

35 

0.06 

15.0 

Cardinal  Health  /  Robert  D  Walter 

825 

1,794 

72 

202 

2,858 

5,679 

14,174 

13 

1.38 

155.2 

Rockwell  Intl  /  Don  H  Davis  Jr 

775 

1,725 

223 

26 

2,962 

5,487 

7.8913 

14 

0.04 

3.7 

1  General  Mills  /  Stephen  W  Sanger 

688 

1,052 

8 

88 

3,135 

4,963 

13,736 

8 

0.03 

2.8 

!  HJ Heinz/ William  R  Johnson 

770 

2,071 

33 

411 

1,532 

4,784 

NA 

8 

0.08 

8.7 

|  Scientific-Atlanta  /  James  F  McDonald 

705 

696 

67 

651 

2,682 

4,734 

NA 

43 

0.21 

22.4 

McKesson  HBOC  /John  H  Hammergren 

420 

622 

NA 

3,319 

- 

4.3621 

NA 

3 

0.06 

3.5 

!  Adobe  Systems  /  John  E  Warnock 

623 

613 

38 

2,893 

— 

4,128 

17.4842 

39 

2.26 

122.6 

Johnson  Controls  /  James  H  Keyes 

1,016 

1,844 

60 

953 

- 

3,814 

13,038 

19 

0.08 

3.4 

I  Mirage  Resorts  /  Stephen  A  Wynn 

2,500 

1,250 

-3 

4 

- 

3,754 

18,870 

6 

5.61 

169.3 

Sun  Microsystems  /  Scott  G  McNealy 

116 

3,623 

120 

6 

- 

3,744 

80,535 

117 

1.84 

2,818.8 

Procter  &  Gamble  /  Durk  1  Jager 

1,318 

0 

11 

351 

1,988 

3,657 

NA 

23 

0.01 

11.3 

Parker-Hannif  in  /  Duane  E  Collins 

985 

703 

-2 

1,948 

— 

3,635 

11,788 

15 

0.10 

4.1 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock 

is  based  on 

Mar.  3  stock 

price  and  inc 

ludes  all  classes  of  common.  "Co 

Tibined  salary  &  bonus. 

'New  CEO;  compensation  may  be  for  another  executive  office 

2Four-year 

total.  Three-year  total 

'Less  than  period  indica 

ted.  5Less  than  0.01%.  NA:  Not  a 

iplicable. 
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Top  provider 
of  financial 
services  for 
early-stage, 

high-growth 
businesses 


Recognized 

technology 

leader  in  Internet 

financing  and 

e-commerce 


Nation's 

largest 

full-service 

mutual  fund 

transfer  agent 


Nationwide 

mortgage  lender 

with  more  than 

35  years' 

experience 


One  of  the 

largest  U.S. 

wealth 

management 

firms 


Leading 

servicer  of 

commercial 

mortgage 

backed 

securities 


Asset  manager 

for  9  out  of  the 

top  10  largest 

US  companies* 


PNC 
Advisors 


PNC 
Bank 


BlackRock 


PNC 
Mortgage 


PFPC 


PNC 

PN 

Real  Estate 

Fir 

Finance 

Filially,  Money  Has  An  Owner's  Manual. 


Money  makes  no  judgments,  offers  no  insights,  screams  no  warnings.  For  all  of  us,  money  merely  waits.  As  one  of  the 

largest  financial  services  companies  in  the  country,  The  PNC  Financial  Services  Group  makes  money  work  for  you  in  all 

the  ways  that  money  must:  by  creating  opportunity  through  the  breadth  of  our  services  and  the  diverse  financial  talents  of 

our  people.  But  what  truly  distinguishes  PNC  is  the  quality  of  our  thinking.  We  combine  what  we  know  about  money  with 

what  we  learn  about  you.  This  leads  to  keener  insights  and  more  thoughtful  advice,  which  helps  you  make  well-informed 

decisions  about  everything  that  touches  your  financial  life.  To  the  knowing  business  person,  the  retiree,  the  CEO,  to  all  those 

who  need  help  making  it  and  using  it  and  spending  it  and  growing  it,  you  are  in  luck.  Finally,  money  has  an  owner's  manual. 

For  details,  call  1 -888-PNC-7030  or  visit  www.pnc.com.  CQ  T^l\l  V 

The  Thinking  Behind  The  Money. 


d> 


'Fortune,  April  1999    "2000  The  PNC  Financial  Services  Group,  Inc. 


Sewer  Rats 
and  Billionaires 

Fortunes  were  made  laying  fiber  optics  across  continents 
and  beneath  the  sea.  Now  Stephen  Garofalo  is  taking  on 
the  grimy  task  of  wiring  the  world's  cities. 

BY  SCOTT  WOOLLEY  ready  has  burrowed  beneath  the  streets 

IN  A  DANK  TUNNEL  20  FEET  BENEATH  of  1 8  cities  in  the  U.S.  and  Europe,  and 

the  streets  of  Manhattan,  John  is  busy  cobbling  together  the  rights-of- 

Mahon  stands  perched  on  two  mas-  way  to  start  digging  in  49  more  markets 

sive  fiber-optic  cables  and  ticks  off  by  next  year.  That  will  make  for  an  im- 

the  difficulties  of  bringing  the  Big  pressive  3.6  million  miles  of  glass  thread 

Apple's  labyrinthine  underground  into  in  the  ground  by  2004,  the  company 

the  Internet  era.  says.  And  while  the  initial  focus  is  solely 

Welding  the  hair-thin  fibers  risks  to  extend  fiber  optics  into  businesses, 

igniting  the  explosive  gases  that  can  Garofalo's  networks  will  pass  millions  of 


build  up  below  city  streets.  Bizarre  ob- 
stacles, such  as  the  ancient  slave  burial 
ground  he  ran  into  near  Wall  Street, 
often  force  the  construction  of  expen- 
sive new  tunnels.  And  the  New  York 
rats  are  such  regular  visitors  that 
Mahon  has  become  something  of  an 
expert  on  their  habits.  "You  really  only 
find  big  groups  of  them  out- 
side restaurants.  They  like 
the  grease  that  runs  off  the 
curbs,"  he  explains. 

No  question,  laying  fiber- 
optic cables  under  city 
streets — Mahon's  job  as  head 
of  engineering  for  Metrome- 
dia Fiber  Network — is  dirty 
work.  But  glittering  riches  lie 
beneath  the  subterranean 
muck.  Urban  fiber  networks 
are  one  of  the  least-developed  pieces  of 
Internet  infrastructure,  a  market  of  vast 
potential.  The  job  of  encasing  the  globe 
in  a  web  of  glass  threads  is  "the  largest 
infrastructure  project  in  the  history  of 
the  world,"  gushes  Stephen  Garofalo, 
Metromedia  Fiber's  founder  and  chief 
executive.  "And  the  toughest  part  is  the 
infra-city  networks." 

Garofalo's  company,  now  controlled 
by  John  Kluge's  Metromedia  Co.,  al- 
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households,  posing  an  ominous  threat 
to  cable  and  phone  companies. 

So  massive  is  its  building  spree  that 
this  year  Metromedia  will  likely  seize 
the  title  of  the  world's  biggest  layer  of 
fiber,  ahead  of  even  Qwest,  MCI  World- 
Com and  Global  Crossing.  Says  Robert 
Annunziata,  Global  Crossing's  just-de- 


Encasing  the  globe  in  a 
web  of  glass  threads  is 

"the  largest  infra- 
structure project  in  the 

history  of  the  world." 


parted  chief  executive:  "The  local  fiber 
market  is  really  the  last  frontier." 

For  Garofalo,  it's  a  frontier  with  a 
familiar  feel.  The  48-year-old  college 
dropout  grew  up  working  beneath  the 
streets  of  Manhattan  for  his  father's 
company,  a  Brooklyn-based  electrical 
contractor.  There  he  learned  the  tricks 
of  the  trade:  negotiating  manholes,  pla- 
cating regulators,  wooing  unions. 

In  the  early  1990s  clients  began  bad- 


gering  him  to  install  fiber  linking  up 
their  neighboring  offices,  often  just 
across  the  street  from  one  another. 
Nothing  doing:  Only  a  few  companies, 
including  Nynex,  the  local  phone  mo- 
nopoly, could  legally  run  lines  across  a 
street  or  other  public  thoroughfare. 
And  Nynex  refused  to  relinquish  con- 
trol of  its  networks,  preferring  to  charge 
fat  fees  based  on  usage. 

"You  could  buy  anything  else  in 
New  York — anything.  The  one  thing 
you  couldn't  get  was  a  fiber-optic  cable 
under  a  public  street,"  Garofalo  says  in 
his  thick  Long  Island  accent. 

Thus  began  Garofalo's  obsession 
with  installing  fiber.  He  was  one  of  the 
first  to  apply  for  a  New  York  City  "fran- 
chise" license  in  1993,  which  let  him  ac- 
quire rights-of-way  to  intrude  on  pub- 
lic thoroughfares.  He  started  by  linking 
the  various  sites  of  Wall  Street  firms, 
such  as  Donaldson,  Lufkin  &  lenrette. 

Other  competitive  local  carriers 
were  coming  onto  the  market  at  the 
time,  building  or  buying  their  own  net- 
works and  undercutting  Nynex's 
monthly  fees.  But  cash-strapped  Garo- 
falo preferred  to  go  at  it  more  like  a 
construction  company.  Rather  than 
build  and  operate  networks — the  ac- 
cepted practice — his  company  laid  fat 
digital  pipes  and  sold  rights  to  individ- 
ual strands  of  fiber  outright,  turning  a 
quick  profit.  He  sold  to  carriers  but  also 
to  corporate  accounts,  such  as  Republic 
Bank  and  the  New  York  Mercantile  Ex- 
change. His  blue-chip  clients  quickly 
found  ways  to  fill  up  their  pipelines  and 
were  soon  back  asking  for  more. 

Handing  over  fiber  directly  to  cor- 
porate users  radically  changes  the  eco- 
nomics of  local  telecom,  says  Timothy 
Cahall,  who  heads  the  Lucent  Tech- 
nologies division  that  builds  the  fiber 
cables  that  Metromedia  and  other  firms 
install.  Nicholas  Tanzi,  Metromedia's 
president,  is  even  more  effusive:  "It 
breaks — absolutely  destroys — the  pric- 

King  of  the  urban  ing  of  bandwidth. 
You  buy  the  cow  in- 
stead of  the  milk." 

The  early  success 
of  selling  fiber  out- 
right gave  Garofalo 


underworld: 
Garofalo  wants  to 
rule  the  Internet 
infrastructure 
underneath  every 
city  on  the  planet. 
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Pipe  Dreams 

his  first  inkling  that  the  market  was  fiber  down  to  less  than  half  the  cost  of 

hugely  elastic,  that  cutting  the  price  of  its  preexisting  rivals, 
bandwidth  leads  users  to  consume  so  And  why  not?  The  major  cost  of 

much  more  of  it  that  their  total  spend-  laying  the  cables  is  in  piecing  together 

ing  rises.  In  that  regard,  bandwidth  is  the  rights-of-way,  digging  the  trenches 

just  like  computing  power.  By  1994  he  and  laying  the  conduit  for  the  fiber  ca- 

had  mortgaged  his  house  and  bor-  bles.  The  cable  itself  is  expensive — up 


rowed  against  the  family  business  to 
raise  $3  million,  then  started  laying 
fiber  with  abandon. 

He  was  so  successful  that  in  1997  he 
drew  the  attention  of  John  Kluge,  chair- 
man of  Metromedia  and  one  of  the 
country's  wealthiest  men.  In  Kluge, 
Garofalo  found  a  believer  in  fiber's  fu- 
ture who  was  willing  to  fund  breakneck 
growth.  "We  understood  his  vision.  You 
build  it  and  they'll  come,  and  they'll 
come  for  more,  and  then  they'll  come 
for  more,"  says  Kluge  lieutenant 
Howard  Finkelstein.  Kluge  soon  kicked 
in  $33  million  for  a  26%  stake  in  Garo- 
falo's  company  and  enough  supervot- 
ing  shares  to  give  Kluge's  group  effec- 
tive control  of  the  board;  the  company 
was  renamed  Metromedia  Fiber,  and 
Finkelstein  became  its  first  president, 
with  Garofalo  serving  as  chief  execu- 
tive. (Even  by  Kluge's 
standards  the  investment 
was  a  barn  burner:  His 
company's  stake  is  now 
worth  $2.7  billion;  Garo- 
falo has  kept  shares 
worth  $3.8  billion.) 

Garofalo  now  had 
plenty  of  Kluge's  cash  to  spare,  but  he 
rejected  the  standard  industry  practice 
of  becoming  a  carrier  and  stuck  to  con- 
struction. It  is  a  choice  that  befuddles 
his  fiber  peers.  "Construction  is  just  a 
one-time  business.  Selling  services  pro- 
vides you  with  a  recurring  monthly 
business,"  says  Annunziata,  the  former 
Global  Crossing  chief. 

Nonsense,  Garofalo  says.  His  argu- 
ment: It  is  much  better  to  focus  on  a 
massive  construction  binge,  getting  to 
cities  first  and  going  in  bigger  than  any- 
one else.  When  traditional  local  carriers 
lay  fiber  within  cities,  they  typically 
stick  96  or  144  fiber  strands  in  each 
cable.  Metromedia  crams  864  fiber  lines 
into  a  plastic  pipe  one  inch  in  diameter. 
That  pushes  the  company's  cost  per 
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to  $250,000  per  mile  for  the  biggest 
ones — but  it  still  accounts  for  only 
about  30%  of  the  overall  cost. 

With  those  ultralow  costs  Metro- 
media hopes  to  box  out  other  potential 
fiber  layers.  When  carriers  decide 
whether  to  build  or  buy  their  own  fiber, 
Garofalo  wants  to  offer  a  price  that's 
just  a  bit  less  than  it  would  cost  to  build 
a  smaller  network  from  scratch.  "The 
key  is  not  to  get  too  greedy,"  he  says. 

The  strategy  worked  with  no  less 
than  mighty  Bell  Atlantic.  Despite  its 
deep  pockets  and  preexisting  rights-of- 
way,  in  October  the  Baby  Bell  decided  to 
pay  $550  million  for  rights  to  Metrome- 
dia's fiber  lines,  many  of  them  in  Bell  At- 
lantic's own  territory.  The  Bell  also 
chipped  in  another  $1.7  billion  for  a  19% 
stake  in  Metromedia  Fiber. 

As  for  future  imitators,  Garofalo 


from  Metromedia;  but  it  also  plans  t 
become  only  the  second  company  t 
purchase  Lucent's  massive  864- fiber  ca 
bles.  It  can  always  team  up  with  com 
petitors  to  acquire  rights-of-way  an 
split  the  cost  of  digging  up  the  streets. 

And  might  Metromedia  Fiber  ge 
stuck  with  more  capacity  than  it  ca 
sell?  Inconceivable,  say  Garofalo  an 
the  bandwidth  believers  at  Metrome 
dia.  "We'll  never  run  out  of  customers, 
he  says. 

In  fact,  Garofalo  sees  future  cus 
tomers  just  about  everywhere,  indue 
ing  on  the  customer  rolls  of  cable  com 
panies.  While  he  insists  Metromedi 
isn't  a  carrier,  he  nonetheless  says  city 
wide  cable  companies,  like  phone  com 
panies  before  them,  have  much  to  fea 
He  believes  the  business-only  network 
now  under  construction  will  easil 
branch  off  to  provide  city  dwellers  wit 
cable,  phone  and  Internet  acces: 
"We're  like  a  Trojan  horse,"  he  say 
with  a  cackle.  "We  pass  400,000  home 
in  New  York.  That's  already  the  size  of 
small  cable  company." 

So  capacious  are  fiber-optic  line 


Metromedia's  network  is  "like  a  Trojan  horse. 

We  pass  400,000  homes  in  New  York  alone... 

already  the  size  of  a  small  cable  company." 


points  to  another  long-term  advantage: 
As  Metromedia  lays  its  first  fiber  cable, 
it  typically  puts  in  three  more  empty 
pipelines,  which  will  one  day  be  filled 
with  new  generations  of  optical  lines. 
That  should  add  up  to  a  40%-plus  cost 
advantage  over  builders  who  must  start 
from  scratch. 

Despite  its  hyperaggressive  building 
and  dirt-cheap  costs,  Metromedia  has 
no  stranglehold.  In  New  York  a  pri- 
vately held  company  called  Telergy 
bought  low-cost  rights-of-way  from  the 
electric  utility  and  strung  its  own  fiber 
network.  When  Global  Crossing 
wanted  to  buy  local  fiber,  it  bought 
from  Telergy. 

Nor  can  it  scare  away  all  competi- 
Qwest  plans  to  buy  some  fibers 


that  they  would  let  the  typical  home  g« 
thousands  of  channels,  plus  crystal 
clear  phone  calls,  and  Internet  connec 
tions  so  fast  that  cable  modems  an 
souped-up  phone  connections  woul 
be  pokey  by  comparison.  The  cost  c 
ripping  up  roads  and  basements  to  wir 
individual  homes  has  always  made  th 
effort  a  pipe  dream,  but  Garofalo  say 
his  business-only  networks  can  split  o 
to  reach  urban  homes  and  bring  th 
costs  way  down. 

"I  know  the  costs  down  to  th 
penny.  It's  very  reasonable,"  he  says,  de 
dining  to  share  the  numbers. 

Pie-in-the-sky,  maybe,  but  nc 
compared  to  Garofalo's  ultimat 
dream:  "Making  the  nominal  cost  c 
bandwidth  zero,  for  everyone." 


The  difference  between  your  company's 

home  office  and  regional  office 
should  be  geographical.  Not  technological. 


Read  on  to  see  how 

Enterprise  DSL  lets 

your  regional  offices 

work  as  fast  as 

your  home  office. 


As  any  CEO  will  tell  you,  the  ideal  regional  office  is  a  carbon  copy  of  their  home 
office,  it  doesn't  just  have  the  same  caliber  of  employee  and  the  same  caliber 
of  client,  it  has  the  same  caliber  of  technology. 

Take  the  case  of  this  national  real  estate  company.  They  were  experiencing 
phenomenal  growth  and  knew  they  had  to  upgrade  the  technology  in  their 
regional  offices.  But  they  didn't  want  to  incur  the  high  cost  of  installing  T1  lines. 


Enter  MCI  WorldCom?"  we  introduced  them  to  a  technology  called  Enterprise  DSL*  it's  a  version  of  Digital 
Subscriber  Lines  that  works  with  the  Internet,  Frame  Relay  and  ATM.  Simply  put,  it  increases  the  bandwidth 
of  ordinary  phone  lines.  Not  only  making  it  more  economical  than  n  lines.  But  faster  than  either  ISDN  or 
dial-up.  Ultimately  giving  the  agents  at  their  regional  offices  hyper-speed  access  to  everything  they  needed. 
All  of  which  must  have  made  them  pretty  happy.  Because  now  the  mantra  at  this  real  estate  company 
is  no  longer  location,  location,  location.  It's  DSL,  DSL,  DSL.  For  more  details,  visit  us  at  www.wcom.com/data. 

MCI  WorldCom  Continuum 


VOICE  OVER  DATA 


INTERNET 


1^ 

DSL 


FRAME  RELAY 


ATM 


VPN 


!(iO0  MCI  WORLOCOM.  Inc.  All  Rights  Reserved. 

iterpnse  DSL  is  currently  available  in  40  major  markets  nationwide. 


CHARTICI  E 


BY  PETER  BRIMELOW 

Who  Gets 

Targeted? 

Despite  being  more 
selective  with  its  tax 
audits,  the  IRS  is  not 
hauling  in  large  sums 
per  return  examined. 


11.4% 


Annual  income  of 
$100,000  or  more 


2.27°/« 


IN  THE  DARK  YEAR  OF  1964  THE  INTERNAL  REVENUE  SERVICE 
audited  1  in  18  American  taxpayers.  But  the  proportion  has 
been  declining  since  then:  In  1997  it  was  a  mere  1  in  78. 
Interestingly,  the  IRS'  emphasis  seems  to  have  shifted  to 
auditing  the  poor.  Taxpayers  earning  less  than  $25,000  a  year 
are  being  audited  at  roughly  the  same  rate  (see  chart,  right); 
audits  of  above- $100,000  earners  have  plunged  (left). 

Possible  reason:  The  IRS  is  campaigning  against  rampant 
fraud  in  the  earned  income  tax  credit.  Certainly  something 
striking  is  going  on:  In  1997  the  IRS  assessed  a  remarkable 
$3,533  apiece  from  its  victims  in  the  below-$25,000  income 
category.  The  817,062  audits  were  simple,  and  probably  took 
less  time  in  total  than  the  119,575  audits  in  the  above- 
$100,000  range.  But  it  still  means  a  lot  of  annoyed  voters. 

Despite  (or  perhaps  because  of)  the  computer  revolution, 
the  IRS  does  not  seem  to  be  extracting  much  more  per  audit, 
particularly  if  the  decade's  36%  inflation  is  taken  into  account. 
Could  be  that  taxpayers,  aware  of  the  computers,  are  more 
careful  reporting  investment  income.  F 

Research:  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute, 
Indianapolis,  edwinr@hudson.org. 


Percentage  ot  returns  audited 


Annual  income  of 
$25,000  or  less 


$10,140  $2,188 

$9,569  $1 


1.82% 


Upper  income  audit  rate  now 
little  more  than  low  income  rate 


Amounts  reflect  current  dollars;  not  adjusted  for  Inflation. 
Source:  Internal  Revenue  Service. 
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AN  UNFAIR  ADVANTAGE.  ISN'T  THAT  WHAT  E-COMMERCE  IS  ALL  ABOUT? 

If  you're  in  this  to  win,  you  need  more  than  a  conventional  e-commerce  solution.  You  need  a  system  that  will  put 
you  way  out  in  front.  And  keep  you  there.  The  NeuVis  B2B  e-commerce  platform  uses  architected  design,  rich  industry 
frameworks  and  automated  construction.  It  can  be  deployed  faster.  It  can  be  upgraded  faster.  It  can  adapt  to  changing 
conditions  faster.  Hey,  it's  you  against  them.  And  in  this  game  winner  takes  all.  Call  1-877-NeuVis-l  or  visit  www.neuvis.com. 


/N/EUV/S 

Unlevel  the  playing  field." 


-   '00  NeuVis,  Inc.  All  rights  reserved. 
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ENTREPRENEURS 


GROUP  THERAPY 

Where  entrepreneurs  go  to  work  out  their  business  and  personal  problems. 


BY  LEIGH  GALLAGHER 

THIS  ISN'T  WHAT  I  WAS  HOPING 
to  talk  about,"  says  Stephen, 
36,  addressing  a  small  group  of 
entrepreneurial  peers.  "I 
thought  I'd  be  able  to  tell  you 
how  the  trade  show  went,  and  how  I'd 
finally  landed  the  big  customers." 

He  spends  the  next  20  minutes  de- 
tailing, step  by  step,  how  his  apparel  ac- 
cessories business  is  falling  apart.  At  the 
trade  show  he  failed  to  secure  licensing 
partners,  deals  he  was  counting  on  to 
keep  him  afloat.  He  owes  $50,000  to  ven- 
dors and  has  racked  up  another  $  1 00,000 
of  personal  debt  he  can't  repay  He  and 
his  partner  haven't  taken  a  salary  in  three 
years.  Finally,  he  drops  the  big  one:  "I'm 
going  to  file  for  bankruptcy  protection." 
The  room  falls  quiet.  These  aren't  his 
directors — or  his  close  friends  or  family. 
He  hasn't  told  those  people  yet.  It's  a 
forum  sponsored  by  the  Young  Entre- 
preneurs' Organization,  a  group  of  a 
dozen  entrepreneurs  he  was  assigned  to 
a  year  ago.  Like  Stephen,  they're  all 
founders  and  owners  of  their  companies 


and  members  of  the  YEO,  an  Alexandria, 
Va.-based  global  association  for  small- 
business  operators  under  the  age  of  40. 
The  closed-door  forum  serves  as  advi- 
sory board,  fraternity  and  workaholics 
anonymous  meeting — a  confidential 
support  group  where  entrepreneurs  spill 
their  guts  about  business  and  their  per- 
sonal lives. 

Stephen  (real  names  are  changed 
throughout)  finishes  with  a  heavy  sigh. 
Peter,  the  president  of  a  sales  and  mar- 
keting software  firm  and  the  group's 
moderator,  asks  for  questions.  Is  Stephen 
talking  about  personal  or  corporate 
bankruptcy?  (Both.)  Will  signing  one 
deal  keep  him  afloat?  (Maybe.)  What  are 
the  assets  of  his  company?  (Basically  a 
patent  on  manufactured  items  and 
$100,000  in  inventory.) 

Then,  feedback.  Members  are  sup- 
posed to  respond  by  describing  their 
own  experiences.  No  "If  I  were  you,"  or 
"You  should  really  consider.. . ."  Instead, 
"What  I've  found  is.. . ."  or  "In  my  expe- 
rience...." But  the  group  loosens  the 
rules  a  bit  for  Stephen,  who  needs  all  the 


help  he  can  get. 

Peter  leads  off.  H( 
ran  into  a  friend  of  ar 
apparel  executive  at  i 
wedding  over  the  week 
end.  "You'll  call  her  to 
morrow  morning,"  he  orders.  He  als< 
suggests  Stephen  focus  on  getting  mon 
business  from  his  current  customers,  no 
on  landing  the  big  ones.  "Go  for  the  low 
hanging  fruit,"  he  says.  "You  need  a  smal 
win  right  now."  A  member  who  runs  < 
software  consultancy  agrees.  "The  bij 
guys  are  smelling  blood,"  he  says.  "Sta) 
away  from  them."  He  gives  some  spiri 
tual  advice:  Stephen  should  take  a  da; 
trip  somewhere  to  clear  his  head.  Seth 
who  runs  a  fuel  distributorship,  shake 
his  head  as  if  he  can't  absorb  the  ba< 
news:  "I  still  believe  in  your  product." 
The  others  agree.  What's  $150,000 
Lots  of  people  survive  far  greater  debt 
Stephen  agrees  that  his  vendors  woul< 
likely  give  him  a  reprieve;  it's  the  per 
sonal  credit  he's  worried  about.  Pete 
suggests  getting  a  loan  to  pay  off  tl 
high-interest  credit  card  debt.  "Don' 
give  up  the  ship,"  he  says.  The  grouj 
nods  in  agreement.  Stephen  is  touche< 
and  relieved.  "This  is  not  at  all  what  I  ex 
pected,"  he  says. 

There  are  300  such  YEO  foruml 
worldwide  (annual  membership:  an  avl 


rage  $1,500),  and  another  750  through 
he  Young  Presidents'  Organization, 
srhich  created  the  program  in  1975.  The 
;roups  are  arranged  so  that  no  two 
aembers  of  any  forum  are  competitors, 
ivery  session  begins  with  a  5-minute  up- 
late  from  each  member;  the  scheduled 
•resenter  speaks  for  20  to  30  minutes  (on 
business  or  personal  quandary);  ques- 
ions  and  feedback  follow.  There  are  at- 
endance  guidelines.  At  Peter's  forum  you 


have  to  pay  $50  if  you're  late.  Two  in- 
stances of  tardiness  count  as  a  missed 
meeting.  Three  missed  meetings  and 
you're  out. 

At  a  different  New  York  chapter 
forum  a  day  later  the  mood  is  lighter — 
but  the  rules  are  just  as  rigid. 

Three  people  are  late.  They  start  at 
4:15  with  the  updates  anyway.  John,  an 
attorney  and  the  moderator-elect,  re- 
ports his  wife  just  gave  birth  to  their  sec- 


ond child  and  only  son.  Two  people  in 
the  room  took  the  day  off  to  attend  the 
bris.  Mary  reports  her  communications 
firm  had  its  best  year  yet;  she  finally  set- 
tied  a  dispute,  thanks  to  legal  help  from 
John,  with  a  client  who  wouldn't  pay.  She 
recounts  some  trying  personal  events. 
Her  9-year-old  son,  who  contracted 
rheumatic  fever  last  spring,  had  a  dan- 
gerous relapse.  Mary's  father  is  in  remis- 
sion with  non-Hodgkin's  lymphoma; 
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her  brother  died  of  the  disease  in  1998. 
Over  takeout  Chinese  food  Doug 
gives  his  scheduled  presentation,  a  prac- 
tice pitch  for  a  new  Internet  browser 
technology.  His  core  business — software 
for  financial  institutions — took  a  hit  last 
year.  "I  took  my  eye  off  the  ball,"  he  ad- 
mits. Now  come  the  questions.  Has  he 
done  focus-group  research?  A  thorough 
analysis  of  the  competition?  "I'd  trade- 


mark it,"  offers  the  group's  newest  mem- 
ber, who  gets  a  dirty  look  from  John:  "No 
advice,"  he  scolds,  even  though  the  com- 
ment seems  to  be  posed  according  to  the 
rules.  The  acolyte  rephrases:  "Have  you 
trademarked  it?"  Not  yet. 

By  the  time  the  cross-examination  is 
over  it's  9  p.m.  The  group  discusses  an 
upcoming  ski  trip.  Forum  members  are 
supposed  to  do  at  least  one  retreat  a  year. 


A  month  later  Doug's  business  ha 
picked  up,  and  investors  have  kicked  it 
$6  million  for  the  Web  browser  tech 
nology.  Stephen  has  found  three  poten 
tial  new  licensees  for  his  apparel  acces 
sories — a  big  if.  He  hasn't  total! 
abandoned  the  idea  of  going  bankrupl 
But,  he  says,  "If  I  hadn't  talked  to  th 
group  about  it,  I  probably  would  hav 
packed  it  in  and  said,  'Screw  this.' " 


GOING  TO 
XTREMES 

Meet  the  guy  who's  looking 
after  the  champion 
skateboarders  and  bikers 
of  the  world. 

BY  LEA  GOLDMAN 

THE  X GAMES,  ESPN'S  EXTREME 
sports  festival,  drew  55  million  TV 
ers  last  summer — including 
one  out  of  every  four  American 
teenagers.  But  try  naming  one  extreme 
athlete  who  won  a  gold  medal  there. 

That's  where  Steven  Astephen,  28,  saw 
his  opening.  Sure,  these  rough  sports  are 
getting  plent)   of  media  play  I 
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days — NBC  now  has  its  own  extreme 
competition.  But  the  stars  are  about  as 
recognizable  as  champion  Ping-Pong 
players.  So  two  years  ago  Astephen,  a 
former  marketing  director  for  Lamar 
Snowboards,  launched  the  Familie,  a 
Solana  Beach,  Calif,  sports  management 
firm.  He  started  with  just  one  client — 
Kevin  Jones,  renowned  snowboarder 
and  best  man  at  his  wedding.  Today  his 
company  represents  24  athletes  and  2 
sports  commentators. 

During  his  three  years  at  Lamar, 
Astephen  recognized  that  most  athletes 
were  neglected  or  getting  hosed  by  tradi- 
tional sports  firms  that  couldn't  tell  a 
skateboard  from  a  wakeboard  (the  latter 
is  used  on  water).  "Who  are  those  guys 
to  say  what's  good  for  a  snowboarder?" 
says  Astephen.  "They  were  doing  more 
harm  than  good." 


A  fly-by-day 
operation:  Steve 
Astephen  cuts 
deals  for  rough- 
sports  dudes. 


Astephen  recently  took  on  former  pr 
snowboarder  Circe  Wallace  as  a  partnei 
Both  want  to  show  their  clients  th 
money — but  also  do  right  by  them.  Ex 
treme  athletes  are  particular  about  "stret 
credibility,"  often  spurning  the  Jags-and 
rags  endorsements  most  sports  agents  ac 
tively  pursue.  Some  X-athletes  won't  en 
terrain  pitches  from  cigarette  or  alcohc 
companies,  and  some  reject  brands  tha 
depict  their  sport  as  a  sideshow.  Snow 
boarder  Barrett  Christy  inked  lucrativ 
deals  with  Nike  last  year  and  will  net  ove 
$200,000  from  endorsements.  Polo  ad 
featuring  snowboarder  Andy  Hetzel  con 
tributed  handsomely  to  the  more  thai 
$100,000  he  earned  las 
year — and  to  a  secon 
career  as  a  model.  BNC 
biker  Dave  Mirra  i 
promoting  his  ow 
Adidas  sneakers  and  his  own  videogam< 
and  will  pocket  $700,000  this  year. 

The  Familie  pulled  in  $1.2  million  la< 
year  from  its  10%  cut  of  all  deals,  u 
from  $350,000  in  1998.  With  several  c 
his  athletes  Olympic  contenders  in  th 
next  Winter  Games,  Astephen  could  d 
much  better  this  year.  He  attributes  hi 
jump  start  to  early  investor  Austi 
Hearst,  scion  of  the  publishing  famil 
and  extreme-sports  enthusiast,  who  in 
tially  put  in  $40,000  last  July — mor 
money  is  on  the  way — and  will  eventu 
ally  receive  30%  of  the  profits. 

Astephen  is  bulking  up  the  top  line  b 
consulting  on  licensing  agreements,  We 
site  development  and  cross  promotion; 
Major  clients  include  Nestle's  Butterfin 
ger,  AT&T  and  NBC.  He'll  need  more  vol 
ume  if  he  ever  wants  to  sell  out  for  a  re 
spectable  sum  to  a  larger  agency.       F 
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.n-door  policy 
n  online  sales: 
Louis  Amoroso 
and  Todd  Holmes. 


BOOZE.COMPLICATED 

Alcohol  delivered  to  your  door?  Internet  companies  are  just 
figuring  out  how  to  do  it  right.  One  may  be  ahead  of  the  pack. 


BY  ROB  WHERRY 

THAT  CASE  OF  KENDALL-JACKSON 
chardonnay  you  just  ordered  over 
the  Internet  could  take  a  while  to 
reach  you — if  it's  shipped  legally.  That's 
because  the  Webb  Kenyon  Act — first 
enacted  in  1913  and  then  reinstated 
after  Prohibition — allows  states  to  ban 
vintners,  brewers  and  distillers  from  by- 
passing wholesalers  and  retailers  in 
shipping  directly  to  the  public.  It's  a 
protectionist  system,  but  it  also  helps 
the  states  make  sure  they  collect  taxes. 
Complying  with  convoluted  regula- 
tions, different  in  every  state,  means 
you  might  have  to  wait  two  weeks  for 
mail-order  wine. 

Bui  upstarts  like  Drinks  Inc.  have 
found  a  way  to  speed  things  up.  The 
Lake  Bluff,  111. -based  company  has  ex- 
clusive contracts  with  Drinks  America, 
which  operates  warehouses  in  Florida, 
California,  New  York,  New  Jersey  and 
Illinois.  These  warehouses  are  supplied 
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by  wholesalers.  The  inclusion  of  old- 
economy  distribution  relics  keeps  regu- 
lators happy  in  those  five  states,  where 
47%  of  all  alcohol  is  consumed.  Orders 
are  then  shipped  by  UPS. 

Drinks  Inc.'s  Web  site,  Drinks.com, 
opened  for  business  just  last  year,  but  its 
founders  aren't  newcomers  to  the 
booze  biz.  Childhood  pals  Louis 
Amoroso  and  Todd  Holmes,  both  32, 
founded  Beer  Across  America,  a  brew- 
of-the-month  club,  in  1992  (FORBES, 
Dec.  5,  1994).  But  their  revenues,  which 
hit  $20  million  in  1997,  fizzled  along 
with  the  microbrewery  craze.  In  1998 
the  company  sank  into  bankruptcy. 
Amoroso  and  Holmes  emerged  from 
Chapter  1 1  seven  months  later,  having 
paid  off  their  unsecured  creditors  at  30 
cents  on  the  dollar,  and  started  ped- 
dling the  idea  for  Drinks  Inc.  They 
ginned  up  $20  million  of  venture  capi- 
tal based  largely  on  their  existing  cus- 
tomer base — some  200,000  Beer  Across 


America  subscriber 
now  contribute  $14  mil 
lion  in  annual  sales  tc 
Drinks  Inc. 

Amoroso  and  Holmes 
quickly  ran  up  a  tab 
spending  $100,000  foi 
the  Drinks.com  domair 
name.  Drinks  America 
a  separate  retail  com- 
pany, spent  another  $5 
million  to  build  the  fiv( 
distribution  centers 
Five  more  are  planned 
Those  expenses  call  foi 
additional  sources  ol 
revenues,  optimisticall) 
projected  at  $35  millior 
this  year,  from  onlin< 
ads.  A  $7.5  million  mar- 
keting deal  with  Sea 
gram  is  in  the  works. 

There  is  one  sober 
ing  thought,  however 
These  sites  are  magnets  for  underagi 
drinkers — and  state  and  federal  author 
ities  worry  that  they'll  ultimately  lose 
the  ability  to  police  (and  tax)  the  flov* 
of  alcohol. 

Then,  of  course,  there's  the  mattei 
of  changing  consumer  habits.  A  selling 
point  for  Drinks  Inc. — which  plans  tc 
tout  its  Web  site  in  a  $15  million  mar 
keting  campaign  in  ten  states — is  con 
venience.  Its  distribution  system,  which 
bypasses  conventional  storefronts 
means  it's  faster  than  some  of  its  Wet 
rivals.  Wine.com,  the  oldest  virtua 
vintner,  ships  orders  to  wholesalers  be 
fore  they  are  passed  on  to  retailers.  Thai 
process  can  take  ten  days.  But  rnon 
companies  are  catching  on.  Evineyarc 
has  a  network  of  warehouses  in  some  o 
the  states  where  it  sells  wine.  Interne 
Wine  &  Spirits  plans  a  similar  system. 
And  so  far,  Drinks  Inc.  can't  pitcr 
price.  It  charges  $2 1  for  a  750ml  bottk 
of  Bombay  Sapphire  gin — the  same  a; 
many  stores.  Shipping  adds  $4.50.  A  loi 
of  Internet  alcohol  sites  are  swallowing 
that  cost  to  bolster  business.  Drink 
Inc.  may  have  to  do  the  same. 

So  it's  too  early  to  order  up  the 
champagne  for  Drinks  Inc.  f 
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You  are  by  yourself.  But  you  are 


not  alone 


Is  there  someone  who  believes  that  businesses  are  not  all  stamped  from  a  cookie  cutter? 


Someone  who  takes  the  time  to  understand  a  company's  individual  strengths?  Is  there  an 


insurance   company   that   takes  a  partnership  approach   to   risk,    continually   developing 


new  programs,  so  it  can  be  minimized  before  a  new  policy  is  written?    Without  Question. 


Without  Question.  "Hiegf  f$||jl 

Property  and  Liability  Insurance 


For  more  information  contact  your  independent  insurance  agent  or  broker  or  visit  www.stpaul.com. 


ENTREPRENEURS 


TAKING  IT  ON  FAITH 


AN  ENTREPRENEUR  WENT  LOOKING  FOR  FUNDING— AND 
found  his  best  leads  in  the  synagogue. 

When  Robert  Davis  ditched  his  16-year  career  as  a  Pacific 
Bell  salesman  to  start  an  online  version  of  the  Yellow  Pages, 
he  didn't  meet  with  bankers  or  venture  capitalists.  Instead  he 


consulted  his  rabbi — whose  connections  helped  Davis  raise 
$28  million  from  150  investors.  That's  a  fairly  common  way  to 
fund  a  business  within  the  tighdy  knit  Orthodox  Jewish  com- 
munity. Here's  the  path  that  led  Davis,  41,  and  his  Los  Ange- 
les-based YellowOnline.com  to  the  money.     — Kelly  Barron 


START 


Davis  tells  Rabbi  Baruch 
Kupfer  about  YellowOnline.com,  ex- 
plaining how  he  can  offer  cheaper 
rates  and  easily  changeable  online  ads; 
the  rabbi  gives  his  blessing.  With 
$600,000  from  former  Pac  Bell  col- 
leagues, Davis  launches  the  company. 


Davis  projects  earnings  of  $5  mil- 
lion on  $27  million  of  online  ads  this 
year.  Using  contacts  in  the  Orthodox 
community,  he  is  preparing  a  public 
offering.  Davis  gives  $2  million  in  stock 
(5%  of  the  company)  to 
charities,  including 
Rabbi  Kupfer's 
school. 


Through  the  Gross  Foundation, 
Davis  hooks  up  with  New  York  invest- 
ment firm  CitiLink,  which  raises  $20 
million  from  two  foreign  companies. 
Davis  is  left  with  36%  of  YellowOn- 
line.com;  149  individuals,  who've  kicked 
in  $8  million,  have  35%;  CitiLink  and  its 
investors  hold  19%;  10%  goes  to  other 
company  executives  and  charities. 


Q 


Zalman  Gurman's 
sister  introduces  Davis 
to  Orthodox  families  in 
New  York.  The  Gross 
Foundation  of  New  York  invests  $1  mil- 
lion. A  total  of  $2  million  is  raised  from 
a  dozen  East  Coast  families  and, 
through  a  contact  in  the  jewelry  dis- 
trict, Orthodox  families  in  Israel. 


After  first  six 
months  company 
funds  dwindle  to 
$100,000.  Davis  maxes  out  his  credit 
cards.  Banks  are  leery  of  lending  based 
only  on  YellowOnline. corn's  intellectual 
capital. 


Meanwhile,  Rabbi  Kupfer  insists 
Davis  hire  one  Chanina  Katz  a  scholar 
of  the  Talmud  who  happens  to  have  a 
background  in  advertising.  Davis  has 
no  need  for  another  employee.  But  the 
Talmud  talks  a  lot  about  mitzvahs— 
good  deeds.  Davis  hires  Katz. 


Katz  turns  out  to  be 
an  astute  salesman,  con- 
vincing members  of  the  Orthodox  com- 
munity to  sign  up  with  Yellow- 
Online.com.  One  client,  David  Goldstein, 
owner  of  Shalom  Retirement  Home,  in- 
vests $100,000.  The  money  keeps 
Davis  afloat  and  lets  him  develop 
content  on  the  site. 


Unaware  of  the  company's  precari- 
ous finances,  Nurit  Grunfeld,  a  Yel- 
lowOnline.com  saleswoman,  invests 
$50,000.  Grunfeld,  whose  two  daugh- 
ters attend  the  school  Rabbi  Kupfer 
oversees,  raises  $300,000  from  the 
Jewish  community.  The  much-needed 
infusion  lets  Davis  hire  additional 
salespeople. 


Katz  introduces  Davis  to  Zalman 

Gurman,    a   jeweler    who    invests 

$18,000,  an  amount  viewed  as  lucky 

because  the  number  18  signifies  long 

life  in  Jewish  numerology. 

Other  Orthodox  members 

invest  similar  amounts 

or  multiples  of  $18,000. 

Davis  launches  the  site. 


Davis  hires  telemarketers  to  sell 
ads.  With  increased  overhead,  cash 
dwindles  to  $3,000.  Venture  capital- 
ists offer  $3  million  for  71%  of  the  com- 
pany. Davis  consults  with  Rabbi  Kupfer, 
who  advises  him  to 
have  faith  in  himself. 
Davis  rejects  the 
deal. 
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The  Searcher 

A  U.K.-based  upstart  creates  an  information  sifter  to  make  sense  of  a  rising  data  overload. 


BY  ELIZABETH  CORCORAN 

QUICK,  NAME  ENGLAND'S 
hottest  Internet  company. 
Okay,  name  any  British  In- 
ternet company.  If  you  can't, 
try  little  Autonomy,  a  data- 
search  shop  that  was  founded  four 
years  ago  and  is,  suddenly,  very  hot. 
Since  January  its  market  value  in  Eu- 
rope has  risen  more  than  threefold, 
topping  $7.5  billion  and  making  its 
founder,  a  34-year-old  Cambridge  Uni- 
versity Ph.D.,  a  billionaire  arriviste. 

Autonomy  is  the  brainchild  of  Mike 
R.  Lynch,  who  founded  the  company 
on  the  elegant  mathematical  algorithms 
he  devised  that  look  for  patterns  in 
data — techniques  that  turn  out  to  work 
well  for  searching  text.  Equally  complex 
has  been  making  a  business  out  of  the 
intriguing  technology.  But  Lynch,  who 
aims  to  take  Autonomy  to  Nasdaq  later 
this  year,  believes  he  has  that  problem 
licked,  too.  Autonomy  will  soon  release 
a  free  "consumer"  version  of  its  tech- 
nology which  it  hopes  will  catalyze  in- 
terest in  its  products. 

Autonomy  makes  most  of  its  rev- 
enue by  selling  to  corporations  software 
that  helps  identify  "relevant"  data  in  a 
sea  of  bits,  from  a  document  to  a  Web 
page  to  a  Power  Point  slide.  To  figure 
out  what  is  relevant,  the  company  relies 
on  a  theorem  devised  by  an  18th-cen- 
tury British  cleric,  Thomas  Bayes. 


The  concept  may  be  250  years  old, 
but  the  need  for  it  has  never  been 
greater.  We  are  awash  in  data,  making  it 
hard  to  find  what  we  need.  A  simple 
search  that  relies  on  a  key  word  or 
phrase  becomes  all  too  indiscriminate, 
pulling  up  thousands  of  references  and 
burying  the  most  useful  ones.  Filters 
sharpen  searches,  as  do  people,  who 
might  identify  ways  to  categorize  data 
so  a  search  can  get  a  head  start  by  look- 
ing at  a  smaller  collection  of  items. 

Even  so,  the  process  gets  more  daunt- 
ing as  the  info  pile  gets  bigger.  What's 
more,  so  much  data  these  days  is,  in  the 
systems  analyst's  word,  "unstructured." 
Far  more  information  shows  up  in  dif- 
ferent guises — reports,  e-mails,  Web 
pages  and  the  like — rather  than  in  the 
well-oiled  columns  and  rows  of  data- 
bases. That  makes  it  harder  to  use. 

"The  computer  is  about  structured 
information,  but  all  thought  is  unstruc- 
tured. Unstructured  information  will 
win  out,"  says  Lynch,  whose  21%  stake 
in  his  company  is  worth  $1 .6  billion. 

The  formulation  of  Bayes'  theorem 
is  a  devilishly  complex  bit  of  statistics 
that  calculates  the  probabilistic  relation- 
ship between  different  variables  and  how 
much  one  variable  affects  another.  Take  a 
text.  Autonomy  uses  Bayesian  analysis  to 
assess  the  likelihood  that  the  words  "pro- 
grammer" and  "Microsoft"  have  some 
relationship.  Next,  throw  in  some  prin- 


ciples from  information  theory  to  decic 
which  relationships  between  words  ai 
most  important. 

Based  on  these  kinds  of  calculation 
Autonomy  finds  the  "core  idea"  of 
tract.  It  then  represents  those  concep 
as  a  series  of  numbers.  Autonomy  use 
pattern  matching  techniques  (as  deve 
oped  for  neural  networks)  to  find  texi 
with  similar  mathematical  patterns.  Th 
result:  a  search  producing  documenl 
that  focus  on  what  you  want.  Or  it  ca 
watch  what  you  read  and  serve  up  do 
uments  matching  your  interests. 

"We  answer  the  fundamental  prob 
lem  of  the  Internet — delivering  infoi 
mation  in  context,  that  is  highly  relevar 
to  people's  needs,"  says  David  Appe 
baum,  who  did  stints  at  Informix  an 
Oracle  before  joining  Autonomy  last  yes 
as  general  manager  for  North  America 

Autonomy  has  only  120  employe 

and  tiny  revenues  ($27  million  la; 

year)-but    an    ex-  Relevancy 

panding      customer  power:  Mik 

base.  Its  more  than         Lynch'stooi 

200  corporate  clients    extract  meanir 
.  r  from  nois 

use  the  software  to 

manage  and  navigate  through  vast  co 

lections  of  in-house  documents.  BA 

Systems  (formerly  British  Aerospace 

has  been  a  longtime  customer;  Genen 

Motors  recently  decided  to  put  its  sofi 

ware  tools  to  work  on  100,000  PCs. 

"We  get  very  good  results  using  Avj 
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tonomy  for  search,"  says  Mark  Berns, 
chief  technology  officer  of 
Internet.com,  a  network  of  more  than 
100  Web  sites,  based  in  New  York,  N.Y. 
He  adds,  "Autonomy  hates  that, 
though,  because  they  want  to  do  more 
than  search." 

SF  Gate,  a  news  Web  site,  relies  on 
Autonomy  software  to  sift  through 
thousands  of  incoming  stories  from 
different  media  outlets  every  week  and 
automatically  file  them  by  subject.  "It's 
more  like  a  sixth  grader"  than  an  expe- 
rienced journalist  at  sorting  through 
the  reams  of  data,  says  John  Coate,  SF 
Gate's  general  manager,  but  the  site 
would  be  hard-pressed  to  juggle  so 
many  stories  without  it. 

For  Lynch  it  has  been  a  long  path 
from  Ph.D.  to  Internet  mogul.  When  he 
was  at  Cambridge,  his  work  on  pattern 
recognition  caught  the  eye  of  the 
British  government,  including  the  po- 
lice, who  now  use  the  techniques  to 
match  fingerprints.  Lynch  started  Neu- 
rodynamics  while  still  in  grad  school, 
using  £2,000  he  wooed  from  a  maver- 
ick investor  in  a  pub.  Neurodynamics 


"THE  COMPUTER  IS  ABOUT 
STRUCTURED  INFORMATION, 
BUT  UNSTRUCTURED 
INFORMATION  WILL  WIN  OUT. 


has  since  spawned  three  spinoffs  that 
use  Bayesian  tools  in  narrower  ways, 
starting  with  Autonomy,  which  focuses 
on  text.  Neurascript,  which  works  on 
handwriting  recognition,  and  NCorp, 
which  searches  structured  information 
such  as  databases,  have  yet  to  go  public. 
But  though  the  technology  was  in- 
triguing, Autonomy  didn't  clearly  artic- 
ulate how  it  was  solving  real  problems. 
When  he  sought  to  establish  a  U.S.  base 
in  1997,  Lynch  found  it  hard  to  get  the 
attention  of  those  in  Silicon  Valley 


proxy — 'Who's  youi 
VC?'  Great  European  ref 
erences  counted  foi 
nothing.  We  had  a  hare 
time  early  on." 

That's  changing.  Au 
tonomy's  customer  bast 
is  growing.  Its  busines 
plan  is  more  solid.  Ken 
jin,  its  free  consumer  offering,  is  a  cleai 
marketing  gambit.  Kenjin  inhabits  a  PC 
watches  what  you're  doing  and  tries  tc 
lend  a  hand.  If  you  are  online  preparinj 
a  report  on,  say,  sports  cars,  Kenjir 
might  open  a  link  to  Ferrari's  Web  site 
Lynch  hopes  it  will  attract  paying  cus 
tomers  who  want  the  full  technology 
for  internal  corporate  use 

Autonomy  isn't  the  only  one  usinj 
Bayesian  algorithms.  Inktomi  and  othe; 
search  engine  firms  use  the  approach  a; 
one  ingredient  in  a  cocktail  of  tech 


tiui.  uiMMi    \>i     iiiv'"»>w    in    J1UV.WU     vaiiLv wii^    nim^uiv.  iii    in   a    Lu^rxian    wi    icv.ii 

from  partners  and  customers  to  the  niques.  Microsoft  works  on  BayesiarH 

media — because  he  lacked  a  key  ere-  tools,  too.  All  are  looking  for  sense  ill 

dential:  a  big  name  venture  capital  firm,  the  sea  of  data.  Investors  would  be  welB 

"I  arrived  in  San  Francisco  with  noth-  served  to  watch  the  emerging  pattern 

ing  more  than  a  suitcase,"  Lynch  recalls,  closely.  Autonomy,  still  in  the  red,  has 

"It  was  a  nightmare.  People  judged  by  market  value  of  280  times  sales. 


SOFT  WABE 


Junk  Mail 
Bytes  It 

Programmers  can  automate 
a  factory.  Why  not  a  far-flung 
marketing  department? 


BY  BRETT  NELSON 

SIX  MONTHS  AGO  G.  WILLIAM 
Dauphinais,  head  of  marketing  at 
$17  billion  (sales)  accounting 
giant  PricewaterhouseCoopers,  was 
having  an  afternoon  powwow  with  his 
boss,  Chief  Executive  James  Schiro. 
Minutes  into  the  meeting,  a  foreboding 
package  from  a  client  arrived  at  the 
door:  a  box  stuffed  with  38  pounds' 
worth  of  promotional  material — dupli- 
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ow  did  Dad 

do  it? 


How 


Know  everyone's  name. 
Cater  to  everyone's  taste 
Be  in  ten  places  at  once. 
Deliver  day  and  night. 


How'd  he  do  that. 


.without  the  Internet: 


.ls-on  customer  111.111.1 


s  th .it  let  you  bring  the  spirit  and 


management  into  today's  high-speed  Internet  envin 
ng  businesses  at  vv\v\v'.cisco.coro/gt>/resource.  It's  \\ 


service  ot  yesterday's 
it  the  Cisco  Resource 


Cisco  Systems 


It's  where  businesses  u<>  to  grow, 


Empowering  the 
Internet  Generation1" 


TECHNOLOGY 


cate  copies  of  research  reports,  newslet- 
ters and  brochures — sent  willy-nilly  by 
groups  within  Pricewaterhouse's  1,500- 
strong  worldwide  promotion  machine. 
The  client  was  not  happy  with  the  junk 
mail  deluge. 

Few  companies,  especially  the 
biggest  ones,  have  a  keen  grasp  of  their 
marketing  operations.  Enterprise  soft- 
ware from  firms  such  as  SAP,  Oracle 
and  Baan  has  factories  and  accounting 
departments  running  smoothly,  more 
or  less,  but  marketing  is  still  in  a  digital 
dark  age,  toughing  it  out  with  Excel 
spreadsheets  and  Post-its. 

That's  why  Dauphinais'  eyes 
widened  when,  a  few  weeks  after  the 
delivery  of  that  embarrassing  box,  a 
young  Hoosier,  William  Godfrey, 
walked  into  his  office.  Godfrey's  Indi- 
anapolis-based company,  Aprimo,  sells 
software  that  plans  and  automates  any 
company's  marketing  strategy. 

After  a  45-minute  pitch,  Dauphinais 
signed  on  for  a  package  worth  at  least 
$250,000,  and  his  employer  later  picked 
up  a  minority  stake  in  the  year-old 
Aprimo.  With  the  program,  Pricewater- 
house  thinks  it  has  saved  nearly  $5  mil- 
lion by  curbing  redundant  market  re- 
search in  Europe. 

Direct  marketers  spent  $177  billion 
last  year,  yielding  a  dollar  in  sales  for 
every  1 1.5  cents  in  cost.  Getting  that 
same  buck  for  less  than  a  dime  is  the 
promise  offered  by  Aprimo  and  a 
handful  of  others,  including  Broadbase 
and  Epiphany  (see  table).  A  $500  mil- 
lion market  now,  marketing  automa- 
tion software  is  expected  to  reach  $4 
billion  in  2003. 

Godfrey,  32,  and  cofounder  Robert 
McLaughlin,  31,  are  taking  a  different 
tack  from  their  competitors.  When  the 
two  left  their  marketing  jobs  at  Tivoli 
Systems  to  start  Aprimo  in  1998,  they 
noticed  that  most  marketing  programs 
filled  a  niche.  Some  mined  customer 
data,  others  ran  targeted  e-mail  cam- 
paigns. Aprimo  crams  it  all  into  one 


project-management  tool  that  even  cre- 
ative types  can  use.  "We  took  on  the 
marketing  process  itself,"  says 
McLaughlin,  who  had  spent  five  years  as 
a  programmer  for  Eli  Lilly  and  moon- 
lighted selling  his  homemade  wedding- 
planner  software  over  the  Web. 

Aprimo  lets  users  log  in  key  vari- 
ables— names  of  suppliers,  material 
costs,  design  layouts,  deadlines  and 
who's  in  charge — into  clean-looking 
screen  templates  customized  for  partic- 


machine  entry  fee  to  $5,000  or  less,  so  a 
company  will  spread  copies  throughout 
its  marketing,  advertising  and  public 
relations  departments. 

But,  for  all  that  Aprimo  promises, 
its  customers  so  far  aren't  using  half  of 
the  features  built  into  it.  Broadwing's 
Cincinnati  Bell  subsidiary  hopes  to  tap 
the  software  to  measure  results  of  cam- 
paigns, but  is  still  just  breaking  in  the 
project  calendar.  Ernst  &  Young  plans 
to  reallocate  its  marketing  budget  ac 


Enterprise  Software's  New  Kids  on  the  Block 


These  firms  marry  algorithms  with  marketing.  Some  mine  data,  others  blast  eerily 
personal  e-mails.  With  valuations  like  these,  expect  M&A  and  IPOs  aplenty. 

Trailing  12-month  Market 

revenues  cap 

Company  Ticker  ($mil)  ($bil) 


Epiphany 

EPNY 

$19.2 

$9.0 

Broadbase  Software 

BBSW 

10.4 

2.9 

Exchange  Applications 

EXAP 

43.3 

1.1 

Prime  Response 

PRME 

21.3 

0.6 

MarketFirst 

privately  held 

NA 

NA 

Annuncio 

in  registration 

1.71 

NA 

Aprimo 

privately  held 

2.01 

NA 

Magnifi 

privately  held 

1.51 

NA 

'Fiscal  1999  revenues.  NA:  Not  applicable  or  not  available.  Sources:  Companies;  Forbes  estimates. 


ular  campaigns.  A  project  calendar  alerts 
bosses  when  a  manager  is  blowing  his 
budget,  so  there  are  no  surprises.  As  cus- 
tomers respond,  the  program  tracks  the 
cost  per  lead  for  each  campaign  and 
graphs  the  results.  After  a  few  iterations, 
the  theory  goes,  companies  will  have 
captured  enough  hard  data  to  know 
how  to  tailor  next  year's  budget,  based 
on  which  campaigns  work. 

Aprimo,  with  about  $2  million  in 
sales,  has  landed  16  accounts  in  four 
months,  including  Ernst  &  Young, 
Burger  King  and  Broadwing.  "There  are 
so  many  customers  out  there  that  the 
vast  majority  are  being  grabbed  with- 
out competition,"  says  McLaughlin. 

Aprimo's  rivals  typically  charge  be- 
tween $100,000  and  $250,000  to  run 
their  software  on  a  handful  of  ma- 
chines, excluding  installation  fees. 
Aprimo's  strategy  is  to  lower  the  per- 


"THERE  ARE  SO  MANY  CUSTOMERS  THAT  A  MAJORITY 
^IBEJMiajGRABEEJlLWlTJlOJlI  COMPETITION" 


cording  to  its  top  clients,  but  it  is  still 
building  its  database.  Burger  King  isn't 
yet  using  the  software  for  marketing, 
but  to  help  coordinate  a  nationwide 
makeover  of  its  restaurants. 

Aprimo's  one-stop-shop  strategy 
is  a  risky  one,  especially  when  rivals 
with  stronger  data-mining  capabilities 
like  Epiphany  and  Broadbase  are 
building  their  own  do-it-all  software 
packages.  In  February  Broadbase 
bought  Rubric,  a  target-marketing 
software  company,  for  $330  million  in 
stock.  Exchange  has  a  deal  with  data- 
mining  expert  MicroStrategy. 

McLaughlin  and  Godfrey  are  re- 
sponding by  using  some  of  the  $14  mil- 
lion they  have  raised  from  insiders  and 
angels  in  Kentucky  and  Indiana  to  hire 
30  new  programmers.  But  they  have  no 
acquisition  plans. 

"We  could  work  with  someone  else, 
but  we  can  compete  with 
them,  too,"  says  McLaugh 
lin.  It  will  be  harder  to  be  so 
self-confident  when  the 
market  is  more  saturated.  F 
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Backyard  science:  Andrew 
Hunt  started  MCT  with  a 
blowtorch  and  a  dream. 


CHEMISTRY 


Psssst!  Coatings! 

If  you  want  to  make  a  tidy  fortune,  don't  create  yet  another 
Web  site.  Go  into  materials  science. 


BY  PHYLLIS  BERMAN 

FIND  A  NEW  WAY  TO  APPLY  THIN 
films,  and  a  crowd  of  chemical  com- 
panies and  chipmakers,  among  oth- 
ers, will  beat  a  path  to  your  door.  Andrew 
Hunt  did  just  that,  and  turned  a  bor- 
rowed $15,000  into  more  than  half  of  a 
fast-growing  company,  Microcoating 
Technologies,  that  could  be  worth  $200 
million. 

You  take  films  for  granted,  but  they 
make  the  industrial  world  go  around. 
There  are  films  of  chemicals  or  metal  al- 
loys inside  soup  cans,  on  solar  panels,  in 
semiconductor  chips,  on  jet  engine 
blades,  around  tool  bits,  on  the  outside  of 
plastic  car  windows. 

There  are  many  ways  to  get  coatings 
onto  things,  ranging  from  spray-paint- 
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ing  to  electroplating.  Hunt  has  made 
breakthroughs  in  a  method  for  applying 
complex  coatings  called  chemical  vapor 
deposition,  or  CVD.  That  means  floating 
a  cloud  of  reactive  gas  over  the  substrate 
(the  object  being  coated)  in  such  a  way 
that  just  the  right  amount  of  thin  film 
coating  is  left  on  the  substrate.  This  usu- 
ally takes  place  in  a  vacuum  chamber  and 
often  at  very  high  temperatures. 

Hunt's  invention,  called  combustion 
CVD,  does  without  the  vacuum  and  the 
high  temperature.  He  combines  the 
chemicals  he  wants  deposited  with  a  sol- 
vent (just  what  solvent  is  a  trade  secret) 
and  sprays  the  mix  through  a  patented 
nozzle  not  unlike  the  one  on  a  propane 
torch.  He  ignites  the  spray.  The  hyperac- 
tive particles  that  result  find  their  way  to 


the  surface  of  the  object  to  be  coated. 

Hunt's  process  was  the  first  to  alloy 
high-quality  superconducting  alloy  ma 
terial  to  be  applied  to  lengthy  wire  it 
commercial  batches.  Previously,  the  alio; 
could  be  applied  only  in  a  vacuum — thai 
meant  you  couldn't  get  a  piece  of  super 
conductor-coated  wire  any  longer  thai 
your  vacuum  chamber.  Even  small  vac 
uum  chambers  are  expensive. 

Hunt,  39,  got  his  start  while  studyin; 
for  his  Ph.D.  in  materials  science  at  th< 
Georgia  Institute  of  Technology.  His  ad 
viser  wasn't  too  enthusiastic  about  ex 
periments  involving  flammable  solvent 
and  banned  them  from  school  ground: 
So  Hunt  moved  the  work  to  his  yard 
where  he  fired  up  the  apparatus  with 
homemade  torch  that  resembled 
propane  burner.  The  experiment 
worked,  and  he  soon  applied  for  a  patent 

In  1994,  a  month  after  he  got  his  doc 
torate,  Hunt  launched  Microcoating 
Technologies  in  Atlanta,  Ga.  with  mone) 
borrowed  on  his  Visa  and  MasterCard 
He  kept  the  business  going  that  first  yeai 
with  military  grants:  The  governmen 
was  looking  for  a  way  to  put  electro 
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Zurich  YieldWise  Money  Fund 


don't  just  guard  your 

enhance 
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Take  advantage  of  the 

higher  return  potential  of 

Zurich  YieldWise  Funds 


Zurich  YieldWise  Government  Money  Fund 


Annualized  Yield 


5.84 


0/ 


Zurich  YieldWise  Municipal  Money  Fund 


Annualized  Yield 


3.82' 


Equivalent  Taxable  Yield 


6.07° 


Yields  shown  are  the  average  annualized  net  investment 
income  per  share  for  the  7  days  ended  02/28/00.  The  advisor  is 
waiving  expenses  of  .11%,  .51%,  and  .88%  for  the  funds 
respectively.  Otherwise,  the  yields  would  have  been  5.56%, 
5.33%  and  2.94%.  Equivalent  taxable  yield  would  have  been 
4.67%  at  39.5%  tax  bracket. 


When  you  move  your  accumulated  gains  to 
Zurich  YieldWise  Funds,  your  money 
continues  to  work  hard.  Our  expert  manage- 
ment team  is  firmly  committed  to  seeking 
high  current  money  market  yields. .  .keeping 
expenses  low. .  .and  maintaining  the  stability 
of  your  principal. 

Call  toll  free  now: 

1-888-523-4144  ext.  671 

Past  performance  is  no  guarantee  of  future  results.  Past 
results  were  improved  by  fee  waivers.  A  money  market  fund  in- 
vestment is  not  insured  or  guaranteed  by  the  Federal  Deposit 
Insurance  Corporation  or  any  other  government  agency.  Although 
these  funds  seek  to  preserve  your  investment  at  SI .00  per  share 
it  is  possible  to  lose  money 

For  more  complete  information,  including  management  fees  and 
expenses,  call  Kemper  Distributors,  Inc  for  a  free  prospectus  kit. 
Please  read  it  carefully  before  you  invest  or  send  money  or  visit 
www.zurichfunds.com. 
1105740(3/5/00) 
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magnetic  material  on  memory  device 
inside  Star  Wars  weaponry. 

Soon  Hunt  and  his  former  room 
mate,  Jeffrey  C.  Moore,  who  left  IBM' 
legal  department  to  join  him,  found 
way  to  keep  their  experiments  goin 
without  maxing  out  their  credit  cards,  h 
much  the  way  that  little  biotech  compa 
nies  stay  alive  by  doing  contract  work  fo 
big  drug  companies,  Microcoating  get 
money  from  potential  customers  wh< 
want  particular  coating  processes  devel 
oped  for  their  needs.  Microcoatinj 
would  earn  money,  for  example,  from 
computer  company  to  develop  a  way  t 
get  barium  strontium  titanate  onto  semi 
conductor  chips.  This  client  would  retail 
the  rights  to  the  process  for  memo 
chips.  Hunt's  firm  wants  to  keep  th 
rights  for  other  chip  applications. 

Such  as?  Hunt  hopes  that  a  big  mar 
ket  will  open  up  in  cell  phones.  Tha 
same  barium  compound  has  some  nift 
electrical  properties  that  may  enable  chi 
designers  to  pack  transistors  in  tighte 
without  overheating  a  chip.  If  it  all  work 
as  Hunt  expects,  you  may  get  more  houi 
out  of  every  charge  of  a  phone  battery. 

The  possibilities  are  limidess.  Rohn 
&  Haas,  the  chemical  firm,  has  Micro 
coating  working  on  a  process  to  creat 
thin-film  resistors  so  that  they  can  b 
embedded  within  a  circuit  board  rath 
than  soldered  on  top.  That  would  mak 
the  board  smaller  and  faster.  Interna 
tional  Paper  is  asking  Hunt  to  put  a  poly 
mer  coating  on  food  packaging.  Hun 
envisions  new  ways  to  put  films  01 
everything  from  plastic  soda  bottles  t< 
car  engine  parts  to  batteries. 

Microcoating's  creative  licensinj 
deals,  although  they  have  brought  in  onl- 
a  few  million  dollars  annually,  meant  tha 
the  firm  did  not  have  to  turn  to  ventun 
capitalists  until  six  months  ago,  when  i 
sold  a  4%  stake  to  Noro-Moseley,  a  firn 
in  Adanta,  for  $4  million.  Hunt  currenti' 
owns  more  than  half  the  company;  th 
other  1 10  employees,  including  Moorej 
own  the  remainder.  Hunt  needs  anothe 
round  of  venture  capital  financing  soon 
If  he  can  start  getting  revenues  fron 
products,  not  just  contract  research  anc 
licensing  deals,  he  will  be  able  to  take  thi 
firm  public  at  a  rich  price.  I 
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Snip,  snip. 


Remember  being  chained  to  technology? 
Thankfully,  we've  evolved.  Introducing  the 
Cordless  Desktop"  iTouch '."   From  up  to  six 
feet  away,  this  unique  keyboard  and  mouse 
combination  gives  you  absolute  freedom  to 
point,  click,  type  and  scroll  wherever  you 
feel  comfortable.  What's  more,  it  even  has 
innovative  iTouch  software  that  simplifies 
Internet  surfing  and  gives  you  quick  access 
to  your  computer's  CD  player  and  MP3 
music  files.  The  Cordless  Desktop  iTouch. 
Just  one  of  the  many  ways  to  create  your 
desktop  with  Logitech     www.logitech.com 
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Logitech 

It's  what  you  touch." 


ft.ttn0ttt.-v 


TECHNOLOGY 


MEDICINE 


HotWires 

A  novel  way  of  killing  tumors 
may  be  the  best  new  treatment 
for  liver  cancer. 


BY  ALEXANDRA  ALGER 

LIVER  CANCER  KILLS  AT  A  MOST 
brutal  speed.  Of  the  15,000  Amer- 
icans diagnosed  with  it  this  year, 
most  of  them  men,  few  will  live  an- 
other year,  and  only  5%  will  last  four 
more  years. 

Doctors  have  struggled  in  vain  for 
years  to  come  up  with  useful  treat- 


ments. Chemotherapy  extends 
life  by  a  year  at  most,  but  causes 
wretched  side  effects.  Surgical  ex- 
cision can  sometimes  cure,  but 
only  one  in  five  people  is  suitable 
for  surgery  because  the  size  and 
location  of  tumors  can  make  re- 
moval impossible  without  en- 
dangering the  patient.  Even  so, 
only  a  third  of  patients  who  get 
the  surgery  live  five  years.  Cryosurgery, 
in  which  tumors  are  frozen  with  liquid 
nitrogen,  can  induce  remission  but  also 
can  cause  deadly  complications.  Trans- 
plant is  a  possibility,  and  cancer  pa- 
tients are  high  on  organ  recipient  lists, 
but  the  wait  is  often  up  to  a  year — fa- 
tally long. 

Doctors  are  getting  promising  re- 


sults from  a  new  offensive,  a  techniql 
called  radio-frequency  ablation.  Usin| 
needle-like  probe  attached  to  a  portaU 
generator,  specialists  sear  away  tumcl 
with  fierce  heat.  Nearby  tissue  is  u 
harmed,  and  there  are  no  serious  si 
effects.  The  technique  is  working 
well  on  liver  tumors  that  doctors  a 
starting  to  use  heat  to  attack  cancers 
the  breast,  lung,  prostate,  kidney  ai 
pancreas.  Radio -frequency  ablation 
giving  patients  months  and  years  mo 
of  life,  and  hope  that  they  will  beat  ti- 
thing yet. 

It  is  still  too  early  to  determii 
whether  radio-frequency  ablation  is  < 
fective  over  five  years  or  more  (consi 
ered  a  cure  in  the  cancer  world).  The 
have  been  no  extensive  trials  in  tl 
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Or.  Goldstein 
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we  start  up  startups 

ention.  Join  Garoge.com 's  Iwoday  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 

)  investors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 
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U.S.  Doctors  in  Europe  and  Asia,  where 
liver  cancer  is  far  more  common,  have 
used  similar  devices  for  the  past  six 
years,  but  published  data  have  been 
spotty  and  inconclusive.  Right  now  the 
procedure  doesn't  work  on  especially 
large  tumors.  Current  technology  al- 
lows doctors  to  easily  kill  only  those 
about  the  size  of  a  lime.  In  many  cases, 
doctors  do  ablations  along  with  con- 
ventional treatments  in  a  full  frontal  at- 
tack. Patients  with  colon  cancer  that  has 
moved  to  the  liver,  a  common  scenario, 
are  sicker  and  harder  to  treat. 

But  surgeons  are  optimistic  about 
radio-frequency  ablation.  "We  know 
we're  killing  tumors,  and  we're  getting 
more  comfortable  using  this  as  a  cura- 
tive technique,"  says  Baylor  University 
Medical  Center  liver  specialist  Dr. 
Robert  Goldstein. 


"WE  KNOW  WE'RE  KILLING 
TUMORS,  AND  WE'RE  GETTING 

USING  THIS." 


He  and  his  colleagues  are  succeed- 
ing even  in  advanced  cases.  Nancy 
Medlin  of  Dallas  is  a  mother  of  two 
school-age  children.  Two  years  ago  sur- 
geons at  the  Baylor  University  Medical 
Center  removed  a  cancerous  mass  from 
her  colon  and  ablated  three  liver  tu- 
mors. Three  remaining  tumors  shrank 
after  chemotherapy  and  were  ablated 
later.  Last  September  Dr.  Goldstein 
burned  away  two  more  lesions  that  had 
sprung  up  in  her  liver.  He  believes  they 
would  have  killed  her  if  they  had  re- 
mained. For  the  moment,  Medlin,  who 
is  in  her  mid-40s,  is  cancer-free. 

"I  didn't  have  a  good  chance  of  liv- 
ing more  than  1 8  months,  so  I  was  look- 
ing for  the  newest,  most  cutting-edge 
treatment  1  don't  know  how  long  I'll 
continue  to  do  well,  but  I  feel  I've  been 
given  a  new  lease  on  life,"  she  says. 

Ablation  can  be  performed  in  sev- 
eral hundred  U.S.  hospitals,  with  ma- 
chines made  by  a  few  small,  closely  held 
companies.  The  first  devices  appeared 
in  the  U.S.  in  1995  from  RITA  Medical 
Systems,  in  Mountain  View,  Calif.  RITA 
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competes  with  two  other  companie] 
Radio  Therapeutics  of  Sunnyval 
Calif,  and  Radionics,  a  division  of  Ty< 
International. 

The  heating  devices  work  mud 
like  the  electrocautery  knives  used  1 
stop  bleeding  in  surgery.  With  the  v 
sual  guidance  of  ultrasound,  docto 
insert  a  needle-like  probe  into  tri 
tumor.  The  probe  shoots  up  to  20 
watts  of  alternating  current  into  tq 
tissue,  which  causes  the  molecules  i 
the  tissue  to  oscillate  and  heat  up,  lil| 
two  sticks  rubbing  together.  Docto 
jack  up  the  temperature  to  212  degre 
Fahrenheit  and  the  tumors  are  hid 
after  20  minutes  or  so.  The  body  the! 
absorbs  the  dead  tissue. 

The  typical  procedure  takes  one  t 
two  hours  and  is  remarkably  easy  o 
patients.  If  done  through  the  skin,  lik 
a  needle  biopsy,  the  pa 
tient  goes  home  the  sam 
day  with  a  few  pain  pili 
and  a  bill  for  aroun 
$5,000.  The  slightly  mor 
invasive  laparoscopi 
method  usually  entails  a 
overnight  stay.  An  open  surgery  abla 
tion  means  a  three-night  stay,  com 
pared  with  perhaps  five  nights  for  re 
moval  by  scalpel.  Traditional  surgic 
removal  can  cost  tens  of  thousands  < 
dollars.  Insurers  usually  cover  th 
radio-frequency  procedure. 

Dr.  Steven  Curley,  a  professor  c| 
surgical  oncology  at  M.D.  Andersoi 
Cancer  Center  in  Houston,  has  pub 
lished  encouraging  results.  Among  6' 
patients  he  has  followed  for  two  yean 
fewer  than  half  developed  new  tumon 
Curley  will  be  happy  if  he  can  get  five 
year  results  at  least  as  high  as  opei 
surgery's  33%  survival  rate. 

Curley's  colleague,  Dr.  Eva  Single 
tary,  is  doing  a  trial  with  small  breas 
tumors.  At  the  Baylor  Prostate  Cente 
in  Houston,  Dr.  Kevin  Slawin  is  heatin: 
tumors  in  prostate  cancer  patient 
whom  radiation  has  failed. 

In  time,  gene  therapy  or  other  drug 
may  prove  the  key  to  stopping  the  in 
crease  of  liver  cancer.  Until  then,  radu 
frequency  is  a  welcome  new  weapon  ii 
the  arsenal. 


&&£&£ 
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?yond  Computing  magazine  will  give  you  the 
dustrywide  recognition  you  deserve! 

?ry  issue  of  Beyond  Computing  celebrates  mission-critical 
Timwork  between  technology  and  business  executives—teamwork 
jjfet  delivers  results.  And  the  culmination  of  that  celebration  is  the 
(Fth  Annual  Beyond  Computing  Partnership  Awards  competition. 


iithe  senior  IT  and  corporate  executives  in  your  company  work 
tjether  to  develop  outstanding  business/technology  solutions,  they 
Vuld  win  this  award.  And,  as  a  Partnership 
tard  winner,  your  achievements  will  be  Dhnn'  >IO 

ilkjhlighted  in  the  magazine's  October  issue,         ufJu0/]fll  f]/T)f] 
Id  your  award  will  be  presented  at  a  gala  .      '  "^nlfj 

lent  at  the  Rainbow  Room  in  New  York  City.  )S      r  '  ? 


1,  don't  delay.  Send  for  an  entry  form  and 
jficial  rules  today.  Simply  fill  out  the 
formation  below  and  fax  it  to  800-669-9915. 

[you  can  request  an  entry  form  online 
www.beyondcomputingmag.com.  If  you 
ve  questions,  please  call  212-745-6347. 


'GIBILITY:  The  competition  is  open  to  companies,  government  agencies,  non-profit 
titutions,  educational  facilities  and  associations  headquartered  in  the  United  States. 
eligible  organizations  include  previous  grand  prize  winners;  computer/information 
:hnotogy  manufacturers,  distributors,  resellers,  consultants  and  associations;  and 
ployees  of  Forbes  Inc.,  IBM,  the  judges  and  judging  organization,  and  their  affiliates.) 
d  where  prohibited. 

adhne:  Requests  for  entry  forms  must  be  received  no  later  than  April  17,  2000. 
upleted  entry  forms  must  be  postmarked  by  May  1,  2000,  and  received  by  May  10,  2000. 
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Digital  Spin  By  John  C.  Dvorak 


Not-So-Freeware 


IT  BEGINS  WITH  A  SMALL  FOLDER  THAT  MYSTERIOUSLY 
appears  on  your  PC.  Over  the  next  month  it  fills  up  with 
perhaps  50  small  files.  Suddenly,  for  some  unknown  rea- 
son, your  computer  is  talking  to  the  Internet.  You're  con- 
cerned, thinking  this  is  a  virus  or  something.  Don't 
panic!  It's  not.  It  is  a  canny  new  kind  of  advertising  that  cre- 
ates banner  ads  in  your  desktop  software. 

The  concept  of  ads  inside  software  began  as  a  way  to  help 
shareware  authors  make  money  on  a  product  that  was  al- 
ready being  given  away.  Shareware  is  distributed  free  in  the 
hope  that  people  will  like  it  and  will  voluntarily  pay  for  it 
later.  In  exchange  for  payment  the  software  company  typi- 
cally adds  extra  features  or  turns  off  annoying  reminders 
that  keep  begging  for  payment.  This  type  of  shareware  has 
been  dubbed  "nagware."  Only  a  few  shareware  packages 
make  profits  for  their  developers,  and  those  that  do  still  lose 
sales  from  users  who  never  feel  obliged  to  pay. 

The  idea  of  sticking  an  ad  for  E-Trade  above  a  spread- 
sheet's window  might  rankle  the  freeware  world's  hippie 
faction,  but  the  ad  revenue  just  may  revolutionize  the  soft- 
ware business  by  making  it  possible  for  even  the  smallest  de- 
veloper to  eke  out  a  living.  "The  shareware  people  used  to 
think  of  advertising  as  evil.  It  was  hard  to  convince  them  to 
accept  our  program.  Now  that  thinking  is  over,"  says  Robert 
Regular,  marketing  director  of  Conducent  Technologies,  a 
leading  provider  of  software-based  advertising  engines. 

Ads  supporting  shareware  are  fine,  but  my  big  problem  is 
that  the  trend  is  moving  up  the  food  chain.  Traditional  retail 
software  packages  are  now  containing  adware.  And  there,  I 
think,  is  where  the  trend  goes  way  too  far.  If  this  model 
dominates,  then  most  of  our  software  will  be  optimized  to 
stay  on  your  desktop  and  constantly  run  with  the  sole  pur- 
pose of  racking  up  ad  views.  This  in  itself  may  have  a  nega- 
tive impact  on  the  computing  experience  and  on  the  way 
software  is  designed. 

Conducent,  of  Sterling,  Va.,  is  a  hot  player  in  this  evolving 
field.  Other  companies,  such  as  Aureate,  Netjumper  and 
Netzip,  have  competitive  products.  Here's  how  it  works:  At 
no  charge,  Conducent  lets  shareware  developers  incorporate 
its  ad-serving  technology  into  their  software.  The  Condu- 
cent technology  embeds  an  ad  within  the  application,  usu- 
ally as  a  banner  below  the  menu  bar,  and  switches  the  ad 
every  60  seconds.  The  user  does  not  have  to  be  online  to  get 
ads  because  they  come  out  of  that  mysterious  folder  I  men- 
tioned above. 

But  when  the  user  does  go  online,  a  small  application  that 
tracks  the  ads  sends  details  to  a  central  office  about  how 
many  ads  have  been  shown  to  an  individual  user.  The  share- 
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As  much  as  I  hate 
seeing  even  more 
advertising  than  we 
get  already,  the 
market  is  moving 
toward  the  neces- 
sary evil  of  adware. 


ware  developer  collects  60% 
of  the  ad  revenue  generatec 
in  the  process,  with  Condu- 
cent getting  the  rest.  Condu- 
cent's  Regular  says  that  a  de- 
veloper will  typically  net  $f 
per  thousand  views.  By  my 
calculation,  assuming  a  rota 
tion  of  60  ads  per  hour,  tha 
amounts  to  about  30  cents  foi 
every  hour  each  user  runs  the 
program.  This  can  add  up 
fast.  Conducent  tries  to  avoic 
collecting  any  private  infor- 
mation and  does  not  wani 
users  to  think  they  are  being 
watched  in  some  invasive 
way.  Kudos. 

Conducent,  led  by  former 
PSINet  executives  backed  by 
$2  million  in  venture  capital 
believes  that  the  ad  model  is 
the  only  thing  that  will  stop 
the  ossification  of  the  soft 
ware  industry  as  attention  is 


turned  to  free  online  applica- 
tions. "Everything  that  touches  the  Internet  tends  to  become 
free.  Everyone  knows  that  these  things  are  free  because  of 
advertising.  I  used  to  get  two  or  three  letters  a  week  com- 
plaining about  the  advertising  and  now  I'm  lucky  to  get  two 
a  month,"  says  Regular. 

/DNet  President  Daniel  Rosensweig  is  on  board  the  ad 
supported  software  train.  ZDNet  distributes  a  lot  of  share- 
ware embedded  with  Conducent's  technology.  "We  get  zero 
complaints  from  users  about  this  issue,"  he  said. 

As  much  as  I  hate  seeing  even  more  advertising,  the  mar- 
ket is  moving  toward  the  necessary  evil  of  adware.  A  much 
less  necessary  evil,  though,  is  its  creeping  into  mainstream 
retail  software.  A  software  developer  called  Egames  already 
bundles  extra  ad-enabled  titles  as  a  bonus  with  its  newen 
games.  This  trend  should  continue  as  other  companies  see 
this  as  a  cool  new  revenue  stream.  Conducent  has  been  hint 
ing  that  a  large  mainstream  software  company  will  shortly 
adopt  the  concept  in  the  weeks  ahead. 

As  if  the  Web  isn't  cluttered  enough. 


□ 


John  C  Dvorak,  columnist  and  author,  is  host 
ofSilicon  Spin,  a  daily  TV  show  on  ZDTV. 
Visit  him  at  www.forhes.com/dvorak. 
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Digital  Tools  By  Stephen  Manes 


No,  I  Don't  Accept  the  Charges 


EVERY  TIME  I  PAY  JUST  A  NICKEL  A  MINUTE  FOR  A 
phone  call  from  Seattle  to  Miami,  I  tip  my  hat  to  com- 
munications deregulation.  But  whenever  I  see  the 
AT&T  "Death  Star"  logo  on  my  phone  bill,  a  chill  runs 
down  my  spine.  Because  I  am  not  an  AT&T  long-dis- 
ance  customer,  it  unfailingly  means  I  have  been  mugged  with 
charge  I  never  authorized.  And  since  AT&T's  arrogant  service 
>ersonnel  and  customer-antagonizing  policies  come  straight 
>ut  of  the  heyday  of  monopoly,  I  can  be  certain  that  rectifying 
hings  will  waste  much  time  and  patience. 

The  latest  offense  was  an  $11.32  charge  (plus  $1.32  in 
axes)  for  a  one-minute  collect  call  billed  to  my  phone  by  AT&T 
rom  a  stranger  at  a  mysterious  originating  number  with  just 
ix  digits.  Of  course  I  had  never  accepted  it.  So  I  called  the 
lumber  on  the  statement  "for  billing  questions  or  to  place  an 
>rder,"  and  pressed  2  to  signify  I  was  not  an  AT&T  long-dis- 
ance  customer.  First  question:  Would  I  like  to  be  switched  to 
ff&T  long  distance?  My  answer:  "Don't  you  dare." 

I  used  this  emphatic  form  because  AT&T  had  slammed  me 
i  couple  of  years  back — switching  me  from  my  incumbent 
:arrier  without  my  knowledge  and  charging  exorbitant  rates 
or  people  who  don't  know  better.  Back  then,  the  AT&T  service 
ep  hinted  that  if  I  didn't  pay  up,  my  phone  lines  might  be  cut 
)ff.  Though  that  was  not  legally  true,  while  disputing  the  bill 
did  get  more  than  one  disconnect  notice  from  US  West,  my 
:onfused  local  carrier.  I've  since  ordered  something  called  a 
'PIC  freeze"  on  my  lines  to  prevent  this  from  happening  again. 
Even  earlier  I  had  been  scammed  by  somebody  who 
rharged  calls  to  Alaska  to  my  fax  line  via  AT&T.  Such  calls  usu- 
dly  go  through  from  residential  numbers,  on  the  assumption 
hat  they  can  always  be  charged  back 
o  the  calling  phone.  Nice  policy:  All 
t  wastes  is  the  victim's  time  or,  if  he 
ails  to  catch  the  scam,  his  money. 

And  that  bogus  collect  call?  After 
;everal  tries  and  many  minutes  on 
lold  ("Thank  you  for  your  pa- 
:ience"),  I  got  through  to  Marlene  in 
billing,  who  said  the  bill  "won't  be  ad- 
usted."  As  she  put  it,  "Our  network  is 
/ery  accurate."  Supervisor,  please? 
supposedly  none  was  available,  but  I 
managed  to  reach  one  Deltrice,  who 
nformed  me  that  the  call  came  from 
he  Philippines  where,  I  pointed  out, 
!  know  not  a  soul.  Sympathy,  AT&T 
>tyle:  "We  can  make  no  adjustment." 
I  gave  up  in  disgust  and  called  US 


Question:  Would  I 
like  to  switch  to 
AT&T  long  dis- 
tance? My  answer: 
"Don't  you  dare." 


West  a  couple  of  days  later.  A 
friendly  rep  said  of  course 
she'd  eliminate  the  charges. 

Disputes  over  mysterious 
fees  will  only  get  more  com- 
mon in  a  world  where  we  will 
pay  Coke  machines  with  our 
cell  phones,  and  screwed-up 
software  will  bill  us  for  a  case 
instead  of  a  can.  When  "caller 
pays"  cell  phone  rules  arrive, 
you  can  bet  that  they  will  stick 
wireline  customers  with  higher 
rates  than  mobile  users  are 
being  charged. 

Maybe  AT&T  thinks  it  is 
sensible  to  treat  people  like 
chumps,  especially  when  they 
reveal  they're  not  long-distance 
customers.  But  in  the  age  of 
agglomeration,  that  may  be 
shortsighted.  I  have  accounts 
with  two  other  AT&T  divisions:  cable  TV  and  Internet  service. 
I've  stuck  with  them  mainly  because  they  pretty  much  are 
monopolies  in  my  neighborhood.  Notorious  for  bad  service, 
the  erstwhile  TCI  cable  TV  system  didn't  magically  improve 
when  AT&T  took  over.  Its  AtHome  cable-modem  Internet  con- 
nections have  been  riddled  with  problems;  when  I  recentiy 
called  the  service  line,  a  recording  enumerated  outages  across 
the  country.  So,  Mike  Armstrong,  listen  up:  The  minute  I  get 

around  to  putting  up  a  satellite  dish 
and  getting  DSL  service,  AT&T  loses 
me  as  a  customer — as  it  already  did  in 
the  cell  phone  world.  Nearly  forgot: 
The  AT&T  Universal  Card  goes  back, 
too,  even  though  I  know  that  business 
was  sold  to  Citibank. 

And  one  fine  day,  when  AT&T's 
telemarketers  ring  up  to  sell  me  resi- 
dential phone  service,  I'll  take  great 
pleasure  in  saying  "take  me  off  your 
list"  and  hanging  up  hard.  Ain't  com- 
petition grand?  F 


□   Stephen  Manes  is  the  cohost 
o/Digital  Duo,  a  weekly 
public  television  series. 
Visit  his  forum  at  our  Web  site, 
www.forbes.com/manes. 
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in  the  surge  economy,  one  of  the 

biggest  threats  to  your  business  is  success. 

on  the  internet,  any  business  can  face  a  massive  demand 
for  its  products  and  services  in  an  instant,  and  brand 
loyalty  lasts  as  long  as  your  web  site  stays  up.  the 
high-speed,  high-volume  surge  economy  has  changed 
business  forever,  which  is  why  inter  online  services 
designs  state-of-the-art  internet  service  centers  to 
meet  the  demand,  from  a  dedicated  oc48  fiber  optic  ring 
that  can  scale  to  oc192,  providing  network  connectivity 
to  multiple  carriers,  to  as  many  as  10,000  stacked  and 
ready  servers,  windows  nt*  linux*  Solaris* -the  operating 
system  of  your  choice,  right  down  to  the  seismically 
reinforced  floor,  every  detail  has  been  intel-engineered 
like   it   was   the   most   critical    part   of   your   business. 

because  it  iS.    f  take  a  virtual  tour  ■*  intelonlineservices.com 


online 

services 
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Dallas  Cowboy 

The  past  several  years  have  been  tough  for  short-sellers,  and  only  a  few  remain  in 
business.  Yet  David  Tice  perseveres— and  now  may  finally  have  his  day. 


BY  MARY  BETH  GROVER 

DAVID  TICE  HAS  A  THICK  SKIN, 
and  needs  it.  His  Prudent  Bear 
mutual  fund  lost  an  average  17% 
annually  over  the  past  three  years. 
Clients  have  deserted  him.  Assets  are 
down  from  $300  million  last  October 
to  $163  million  now.  A  CNBC  anchor 
invited  him  on  the  air  only  to  taunt 
him:  "Why  should  we  listen  to  you? 
You've  been  wrong." 

Wrong,  that  is,  until  2000.  While  the 
S&P  500  index  is  off  by  7%  this  year, 
Tice's  fund  is  up  4%.  He'd  better  hope 
this  lasts.  "It's  been  extraordinarily  dif- 
ficult to  be  bearish  in  the  biggest  stock 
market  mania  of  the  century,"  sighs 
Tice.  Yet  he  has  survived  when  scads  of 
other  shorts  have  left  the  business. 

Reading  financial  history  has  been  a 
consolation.  He  recalls  how  Charles 
Merrill,  Merrill  Lynch's  founder,  stood 
alone  as  the  arch-pessimist  in  1928  and 
1929.  "He  was  seeing  a  psychiatrist  be- 
cause his  business  associates  thought  he 
was  crazy." 

Tice  hasn't  turned  to  any  shrinks. 
And  he  thinks  the  parallels  he  sees  be- 
tween now  and  then  are  anything  but 
crazy  Tice  warns  of  a  credit  bubble 
akin  to  the  one  that  brought  down  the 
market  in  ll)2^  and  Japan's  in 
1990.  When  the  bubble  bursts  this  time, 
rice  pi  edicts,  the  Dow  will  tank  50% 
and  the  tech-heavy  Nasda 

But  Tice  lines  I  eing  a  con- 
.  of  the  anal;  sts  he  hires 


for  his  Dallas-based  office  hate  the 
beloved  Cowboys.  Tice's  specialty  is 
tearing  apart  income  statements  and 
balance  sheets,  something  that  Wall 
Street,  to  judge  from  all  the  gushy  re- 
ports on  Internet  eyeballs  and  wireless 
POPs,  has  forgotten  how  to  do. 

Tice,  45,  started  his  company  in 
1988,  after  stints  as  a  corporate  accoun- 
tant and  as  a  stock  picker  at  a  small  in- 
vestment advisory  firm.  These  days,  be- 
sides managing  money,  he  publishes  a 
research  report  called  Behind  the  Num- 
bers, which  he  sells  to  institutional  in- 
vestors for  $15,000  a  year. 

Tice's  methods  have  produced  some 
notable  victories.  The  latest:  an  October 
report  on  Tyco  International's  clever 
bookkeeping — taking  big  one-time 
charges  following  acquisitions,  for  in- 

Short  Candidates 


stance.  The  news  helped  lop  off  close  t< 
$30  billion  from  Tyco's  $100  billio 
market  cap  and  prompted  an  SEC  i 
quiry,  despite  Tyco's  protests  it  had  don 
nothing  wrong.  Indeed,  Tyco  accuse 
Tice,  in  effect,  of  front- running — short 
ing  the  stock  before  his  publication 
slammed  it.  Tice  says  he  never  evei 
shorted  Tyco  and  only  invests  in  a  stoc 
after  his  research  is  on  the  street. 

Right  now  Tice's  contrarian  ben! 
has  him  shorting  Chase  Manhattan 
Never  mind  that  a  strong  econom 
should  keep  its  loan  portfolio  sound. 
Or  that,  like  many  other  financial 
stocks  hurt  by  the  Fed's  interest  rat 
hikes,  Chase  is  affordable  at  just  1 
times  earnings.  Tice  sees  a  bank  with  aij 
oversized  amount  of  derivatives:  $l| 
trillion  in  notional  value,  which  is  a« 


Tice  thinks  the  companies  below  are  overvalued  and  headed  for  a  fall. 


Company 


Recent 
price 


Pit 


Reason 


Amaion.com 


$69  NA  Accounts  payable  rising  for  online  retailer. 

Soon  to  be  cash-strapped? 


122 


44 


Chase  Manhattan  81 


13 


Conexant  Systems  94 


Competition  from  Dell,  Gateway  and  Compaq 
in  easy-to-use  desktop  computers. 
Trillions  in  derivatives  and  nearly  40%  of  equity  tied 
up  in  bank's  venture  capital  portfolio. 


282  Slowing  sequential  quarterly  sales  growth;  inventory 

held  by  distributors  rising. 


132  119  IBM's  new-and  often  cheaper-Shark  line  could 

gobble  data  storage  provider's  lunch. 


Providian 
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68  20  Suspects  credit  card  issuer  is  under  pressure 

to  take  on  more  risky  customers. 


NA  Not  applicable. 


astronomical  36%  of  all  commercial 
bank  derivatives.  Derivatives,  of  course, 
are  by  now  standard  tools  of  financial 
management  and  hardly  the  gambler's 
chips  that  scare  the  alarmists.  Tice  sim- 
ply points  out  that  Chase  has  made  it- 
self more  vulnerable  to  the  next  inter- 
national blowup. 

Tice  is  also  leery  of  Chase's  sizable 
(assets:  $9  billion)  venture  capital  port- 
folio, laden  with  tech  companies  and 
representing  close  to  40%  of  the  bank's 
equity.  Chase,  which  terms  its  venture 
and  derivative  plays  perfectly  safe,  re- 
cently traded  at  $81.  Tice  counsels  short- 
sellers  to  cover  at  $30. 

Conexant  Systems,  the  semiconduc- 
tor maker  spun  off  by  Rockwell,  is  a  new 
entrant  to  the  S&P  500.  It's  also  a  new  en- 
trant to  Tice's  roster  of  aggressive  ac- 
counting. In  a  year  the  stock  has  shot  up 
tenfold  from  $9  per  share — powered,  in 
Tice's  opinion,  largely  by  overly  opti- 
mistic earnings. 

Exhibit  A:  The  company  reduced  its 
estimate  on  how  much  of  accounts  re- 
ceivable won't  be  paid,  lowering  the 
number  from  6.6%  of  receivables  to 
2.2%.  Tice  says  that  reduction  boosted 
latest  12-month  earnings  per  share 
16%,  to  58  cents.  The  company  says  the 
change  is  warranted — they're 
collecting  receivables  faster. 

Tice  remains  skeptical  and 
spotlights  the  growth  in  inventory 
held  at  distributors — from  zero  to 
$29  million  in  1999.  (Conexant  says  only 
10%  of  its  sales  are  through  distributors.) 
That  and  a  slowing  rate  of  sequential 
quarterly  sales  growth,  he  thinks,  suggest 
slowing  demand  for  its  chips. 

Amazon.com  is  on  Tice's  hit  list.  He 
suspects  the  online  retailer  will  have  sig- 
nificant cash-flow  problems  by  Labor 
Day.  Here,  he  zeroes  in  on  the  $700  mil- 
lion in  accounts  payable  and  other  cur- 
rent liabilities,  which  are  on  the  high 
side  and  growing.  Accounts  payable  are 
what  the  company  owes  suppliers  of 
books,  compact  discs  and  other  stuff, 
due  in  26  days.  The  company  says 
there's  no  problem  because  of  their  cash 
flow  situation — customers  pay  for  the 


Fear  and  loathing 
in  Dallas:  Tice 
takes  aim 
at  highflier 
companies. 


goods  by  credit  card  two  days 
after  ordering,  which  gives 
Amazon  a  24- day  leeway. 
Plus,  it  just  raised  $600  mil- 
lion in  a  convertible  bond  offering. 

Tice  isn't  impressed.  Much  of  the 
money  raked  in  from  sales  doesn't 
sit  around,  safely  invested  in  short- 
term  securities,  but  is  used  to  order 
more  books.  If  sales  slow,  and  Amazon 
couldn't  raise  more  money,  he  says, 
there  would  be  trouble.  Of  course, 
many  companies'  short-term  liabilities 
equal  or  exceed  cash  on  hand.  That,  by 
itself,  isn't  a  sign  of  ill  health.  But  for  a 
moneyloser  like  Amazon,  it's  signifi- 
cant, Tice  believes.  He  says  short  it  (re- 
cent price:  $69);  cover  in  single  digits. 

The  once  high-flying  consumer 
lender  Providian  Financial  is  in  Tice's 
crosshairs.  Trading  at  eight  times  book 


value,  Providian  is  pricier  than  more 
staid  peers  like  MBNA,  at  five  times  book 
Tice  expects  Providian's  torrid  revenue 
growth  to  cool.  The  San  Francisco  dis- 
trict attorney  is  investigating  it  for  billing 
practices,  including  charging  consumers 
unwarranted  late  fees.  Under  pressure, 
Tice  believes,  Providian  will  curb  late 
fees,  which  contributed  heavily  to  last 
year's  revenue  growth. 

To  compensate  for  this  and  increas- 
ing competition,  Tice  suspects  the  com- 
pany is  under  pressure  to  issue  cards  to 
more  risky  customers.  Evidence:  Provid- 
ian announced  in  its  fourth-quarter  press 
release  that  the  bad  debt  reserve,  now  9% 
of  loans,  must  go  up.  (The  company  says 
that's  a  normal  consequence  of  an  aging 
portfolio.)  The  stock  is  already  down 
from  $115  last  fall  to  a  recent  $68.  Tice, 
naturally,  expects  a  further  slide.  F 
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TAXING      MATTERS 

Tender 
Traps 

Tax  law  can  be  as  fickle  and 
unpredictable  as  love.  New 
decisions  make  divorce 
settlements  a  little  trickier. 


BY  BRIGID  MCMENAMIN 

IF  YOU'VE  RECENTLY  BEEN  DIVORCED, 
or  are  lurching  toward  a  split-up,  pay 
attention.  Three  surprising  new  tax 
decisions  could  play  havoc  with  your 
plans.  At  risk  are  couples  who  have 
stock  options  or  a  family  business  to 
divvy  up,  and  divorced  folks  making  big 
alimony  payments. 

The  first  two  cases  involve  Section 
1041  of  the  tax  code,  added  in  1984  at 
the  behest  of  divorce  lawyers.  It  holds 
that  the  transfer  of  property  between 
ex-spouses,  when  done  as  a  result  of  a 
divorce  decree,  isn't  a  taxable  event.  In- 
the  party  receiving  the  property 


takes  over  the  giver's  basis  and 
is  taxed  on  the  gain  only  when 
he  or  she  later  sells  it. 

Sounds  clear  enough.  But 
how  does  it  apply  to  stock 
options? 

In  February  the  IRS  re- 
leased a  "field  service  advice" 
offering  some  alarming  an- 
swers. The  memo  was  written 
by  Internal  Revenue  Service 
lawyers  about  an  unnamed  ex- 
ecutive ordered  to  give  his  ex- 
wife  half  his  options.  He 
owned  two  kinds.  One  was 
"incentive"  stock  options,  that 
being  tax  code  jargon  for  op- 
tions with  favorable  capital 
gain  treatment.  The  other  was 
"nonqualified"  stock  options, 
jargon  for  options  without  the 
favorable  treatment. 

An  example  shows  the  dif- 
ference. When  your  company's 
stock  is  worth  $10  a  share,  you  get  a  pile 
of  options.  The  stock  goes  to  $80  and  you 
exercise,  meaning  you  write  out  a  check 
for  $10  a  share  and  receive  the  stock. 
Years  later  you  sell  at  $160.  If  the  options 
are  of  the  "incentive"  kind  (hey,  aren't  all 
options  supposed  to  be  incentives?),  the 
entire  $150  is  taxed  at  low  rates  as  a  cap- 
ital gain.  If  the  options  are  the  other  kind, 
the  first  $70  is  taxed  at  steep  rates  as 
salary  income  when  you 
exercise  the  options,  and 
only  the  final  $80  is  a  cap- 
ital gain.  (There  are  some 
complicated  exceptions 
to  this  basic  rule.) 

First,  says  the  memo, 
1041  doesn't  apply  be- 
cause options  are  pay,  not 
property.  Next,  it  says,  the 
executive's  transfer  of  the 
tax-favored  options  to  his 
wife  immediately  ren- 
dered them  nonqualified. 
Finally,  the  IRS  memo  as- 
serts, the  value  of  both  the  nonqualified 
and  no- longer-qualified  options  are  tax- 
able to  the  executive  as  ordinary  income 
the  moment  he  transfers  them  to  his 


fessor  Thomas  White  is  flabbergasted. 
Among  other  things,  he  says,  the  IRS 
memo  ignores  Section  424  c(4)  of  the  tax 
code,  which  seems  to  state  that  incentive 
stock  options  can  be  transferred  to  a 
spouse  as  a  result  of  a  divorce,  without 
being  terminated. 

Although  field  service  advice  isn't  a 
binding  IRS  position,  it  indicates  what 
stunts  the  IRS  might  try  to  pull  off  in 
an  audit. 

If  you're  divorcing  and  have  stock 
options,  what  should  you  do?  Thomas 
G.  Brown,  a  lawyer  in  Palo  Alto,  Calif., 
says  earlier  IRS  private  letter  rulings  in- 
dicate residents  of  community  property 
states  can  designate  some  of  their  incen- 
tive options  as  being  held  for  the  benefit 
of  their  ex-spouses,  without  this  being 
considered  a  transfer  that  triggers  taxes. 
It's  unclear,  however,  whether  this  will 
work  in  the  41  states  without  commu- 
nity property  laws. 

Other    alternatives:    Offer   your 


TO  AVOID 
TAX  TROUBLE, 
OFFER  YOUR 
EX-SPOUSE 
CASH  INSTEAD 
OF  YOUR  STOCK 
OPTIONS, 


spouse  cash  or  other  assets  in  lieu  of 
options.  Or,  at  least  give  him  or  her 
only  nonqualified  options,  keeping  the 
tax- favored  options  for  yourself.  You 
might  also  exercise  any  incentive  op- 
tions you  can  now,  and  transfer  the  ac- 
tual stock  to  your  ex. 

The  second  new  decision,  this  one 
issued  in  February  by  the  full  U.S.  Tax 
Court,  creates  trouble  for  couples  who 
don't  want  to  own  a 
business  together  after 
their  marriage  sours. 
(Indeed,  some  franchise 
agreements  require  one 
spouse  to  get  out  in  case 
of  divorce.) 

Suppose  you  and 
your  husband  own  a 
business  worth  $2  mil- 
lion. You  could  give  him 
$1  million  in  cash  to  buy 
him  out,  and  neither  of 
you  would  owe  taxes.  But 
do  you  have  a  spare  $1 
million  in  cash? 

Mulberry,  Fla.  auto  parts  dealer 
William  A.  Read  apparendy  didn't.  His 
1985  divorce  decree  from  wife  Carol  M. 


wife.  University  of  Virginia  tax  law  pro-      Read  provided  he  could  either  buy  her 
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half  of  Mulberry  Motor  Parts  or  let  the 
firm  redeem  her  shares  for  $838,724  in 
cash  and  notes,  which  he  did.  He  per- 
sonally guaranteed  those  notes. 

The  IRS  said — and  the  court 
agreed — that  Mulberry  had  actually  re- 
deemed Carol's  shares  on  William's  be- 
half and  that  the  payment  was  therefore 
a  dividend  to  him,  taxable  at  regular  in- 
come tax  rates.  Carol  was  spared,  by 
1041,  from  paying  capital  gains  taxes. 

The  decision  is  causing  a  stir  be- 
cause most  tax  lawyers  had  thought 
that  structuring  a  deal  the  way  the 
Reads  did  would  spare  the  husband 
taxes.  To  add  to  the  confusion,  while 
the  Tax  Court  decision  was  signed  by 
eight  judges,  seven  other  judges  signed 
four  separate  dissents. 

Professor  White  says  the  tax  law  in 


this  area  is  now  such  a  mess  that  it's 
best  to  avoid  corporate  redemptions  al- 
together. He  suggests  using  a  trust  to 
hold  the  departing  spouse's  stock. 

If  you  must  risk  a  corporate  re- 
demption, says  Cynthia  Lepow,  a  Loy- 
ola University  law  professor,  make  it 
clear  in  the  divorce  agreement  that  the 
company,  and  not  the  spouse  keeping 
the  business,  has  the  buyout  obligation. 
That  way,  you  may  be  able  to  convince 
a  judge  that  the  payment  should  be  tax- 
able to  the  spouse  who  receives  the 
cash,  but  at  the  lower,  capital  gains  rate. 

The  last  decision  deals  with  alimony. 
In  the  last  three  years  of  his  life,  Monte  H. 
Goldman,  the  Hawaii  shopping  cart  heir 
who  committed  suicide  in  1995  at  age 
59,  deducted  $720,000  in  alimony  pay- 
ments to  his  ex-wife.  But  in  June  a  Tax 


Court  judge  agreed  with  the  IRS  that  1 
wasn't  entided  to  the  deduction  and  th 
his  estate  owed  $228,391  in  back  taxes 

If  certain  rules  are  followed  (it  h 
to  be  in  cash  and  it  has  to  stop  with  tl 
death  of  the  recipient),  alimony  is  d 
ductible  by  the  payer  and  taxable  to  tl 
recipient.  But  a  couple  can  agree  in 
divorce  settlement  that  the  payer  wor 
claim  a  deduction,  thus  sparing  the  r 
cipient  from  taxes.  The  Goldmans'  c 
vorce  pact  was  murky  on  the  subjec 
Although  the  Goldman  estate  may  pr 
vail  on  an  appeal,  a  lot  of  money  w 
have  been  wasted  on  lawyers. 

So  learn  the  lesson.  Make  it  explk 
in  your  divorce  decree  that  you'1 
agreed  on  the  tax  treatment  of  any  a 
imony  payments  and  just  what  th 
treatment  will  be. 
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Rising  Sun 

Why  Richard  Whittall  only  cares  about  Japan's  New  Economy. 


BY  ANDREW  TANZER 

THE  NIKKEI  INDEX'S  RETURN  TO 
life,  up  50%  in  1999  and  4%  this 
year,  doesn't  wow  Richard  Whit- 
tall. "Buying  the  index  is  tantamount  to 
suicide,"  thunders  the  senior  fund 
manager  of  Jardine  Fleming  Asset 
Management.  "Anyone  who  buys  the 
index  in  Japan  is  an  idiot." 

Harsh  words,  but  the  Nikkei-avoid- 
ance philosophy  of  Tokyo-based  Whit- 
tall has  more  than  panned  out.  His  strat- 
egy: Snub  the  plodding  old  giants  in  the 
Nikkei  and  go  for  the  entrepreneurial 
hotshots  that  are  sprouting  up  in  Japan. 
Last  year  his  $1  billion  IF  Japan  Trust  re- 
turned 418%,  and  his  JF  Japan  Technol- 
ogy Trust  soared  559%,  making  them 
the  best-performing  offshore  Japan 
funds.  While  offshore  funds  are  tough 
for  Americans  to  invest  in,  you  can  fol- 
low Whittall's  advice  for  individual 
Japanese  stocks,  which  are  open  to  in- 
vestment by  American  and  other  foreign 
investors. 
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The  tech-heavy  New  Economy  a- 
borning  in  Japan  invokes  rhapsodic 
praise  from  Whittall,  a  35-year-old 
Japanese-speaking  Briton.  He  has  built 
his  funds'  rich  returns  by  a  talent-spot- 
ting process  that  has  produced  a  host  of 
un-Japanese-like  upstart  performers  in 


services,  telecom  and  technology. 

As  the  manager  of  $3.5  billion  f< 
Hong  Kong-based  Jardine  Flemin 
Asia's  largest  home-grown  fund  mai 
ager,  he  is  vociferous  in  his  contem 
of  traditional  Japanese  companies,  0 
gardless  of  how  chez 
they  are.  To  him,  th< 
carry  too  much  baj 
gage  and  are  too  slo 
to  restructure. 

"Yes,  restructuring 
happening  in  Japan, 
in  many  cases  prepa 
to  be  disappointed," 
advises.  That's  wl 
Whittall  holds  no  ban 
utility,  steel,  petrochen 
ical  or  constructic 
companies.  "Mai 
companies  in  Japan  a 
structurally  doomed 
he  explains.  "On  top  I 
that,  the  management 
doomed." 
Whittall,  who  forecasts  that  tl 
Japanese  economy  will  eke  out  1.5 
growth  this  year,  complains  that  tl 
pace  of  bankruptcies  and  creative  di 
struction  has  been  far  too  slow.  Bus 
nesses  not  managed  for  the  shan 
holders,  where  workers  are  shelterJ 
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and  incentives  are  nil,  hang  on  forever. 
Corporate  chiefs,  80%  of  them  cho- 
sen by  predecessors,  tend  to  take  over  at 
age  59.  These  lifers,  Whittall  laments, 
are  clueless  about  overhauling  the  com- 
panies. Industry  overcapacity  and  in- 
bred bureaucracies  make  a  joke  out  of 
what  restructurings  exist.  Japan  has  20 
shipbuilders,  he  says,  and  even  if  you 
restructure  them,  they  still  face  Korean 


"RESTRUCTURING  IS  HAPPENING  IN  JAPAN, 
BUT  PREPARE  TO  BE  DISAPPOINTED." 


figures  many  in  Japan's  New  Economy 
are  terrific  alternatives  with  big  futures. 
Sounds  like  starry-eyed  growth  in- 
vesting, right?  Not  quite.  The  best  way 
to  look  at  Whittall's  hot  picks  is  in 


competitors  who  work  at  half  their  cost     price-to-sales  terms  (see  table  below). 


and  Chinese  ones  who  are  still  cheaper. 
Apart  from  staying  pretty  rigidly 
out  of  certain  old-money  sectors,  Whit- 
tall has  a  few  rules  of  thumb  that  tell 


We've  culled  some  of  the  more  reason- 
able ones  that  also  look  like  long-term 
winners  in  their  sectors.  Some  of  these 
nevertheless  have  high  P/Es.  But  Whit- 


New  Japan 


Richard  Whittall  favors  companies  in  the  high-growth  sectors  of  the  Japanese 
economy,  particularly  in  tech.  Here  is  a  quintet  of  his  more  affordable  picks. 

Recent  Market 

price  Price/  value  Sales 

Company/business  ($US)  sales  ($mil)  ($mil) 


FMul  Electric/video  equipment                            $750 

5.5 

$8,360 

$1,525 

fiMtfwIII  firwp/labor  services                          52,800 

2.0 

211 

106 

HlkarlTtMhlii/communications                           915 

11.2 

26,900 

2,401 

Matsushita  Ct-miMMlcattsa/celi  phone  equipment    164 

3.7 

30.836 

8,251 

NTT  Mobile  Communications'/wireless  services       195 

12.9 

373,464 

28,874 

'American  Depositary  Receipt. 

Source:  Morgan  Stanley  Capital  International  and  WorldScope  via  FactSet  Research  Systems 


him  whether  he  has  a  forward-looking 
or  a  backward-looking  company.  He  is 
leery  of  any  with  large  financial  cross- 
shareholding  relationships,  which  can 
foster  incestuous  business  dealings  be- 
tween companies  and  their  sharehold- 
ers. (Cross-shareholding  still  accounts 
for  37%  of  Japan's  stock  ownership.) 
Why  be  a  minority  investor? 

And  too  many  old-style  companies 
hide  rotten  assets,  which  makes  the 
concept  of  value  plays  very  tricky.  For 
instance,  foreigners  were  attracted  to 
Tomen,  an  import-export  outfit  selling 
at  book  value.  Then,  suddenly,  new  ac- 
counting rules  forced  Tomen  to  write 
off  $4  billion— equal  to  its  entire 
equity-when  it  marked  to  market  bad 
real  estate  investments. 

"Many  cheap  companies  in  Japan 
are  expensive,  and  many  supposedly 
expensive  companies  are  actually  good 
value,"  he  reasons.  In  other  words,  if 
the  company  blows  up,  you  just  lost 
your  costl}  investment.  But  Whittall 
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tall  argues  that  they  are  so  well  man- 
aged and  have  so  much  room  to  roam 
in  the  moribund  Japanese  economy 
that  a  high  multiple  is  warranted. 

Take  Hikari  Tsushin,  a  telecom- 
equipment  retailer  with  an  active  ven- 
ture capital  arm.  A  young,  entrepre- 
neurial firm,  it  has  executives  who 
would  fit  right  in  in  Silicon  Valley. 
Hikari,  trading  at  1 1  times  sales,  plans 
to  take  public  50  of  its  venture  invest- 
ments within  a  year.  Whittall  calculates 
Hikari's  stake  in  these  businesses  will  be 
worth  as  much  as  the  parent  firm's  $27 
billion  market  value. 

Meanwhile,  the  future  looks  good  in 
Hikari's  booming  operations  selling 
cellular  phones  and  the  like.  And  last 
year  the  entrepreneurial  firm  launched 
a  mushrooming  new  business  of  ped- 
dling domain  addresses  and  leasing 
servers  to  Japan's  millions  of  small  and 
medium-size  enterprises,  enabling 
them  to  access  the  Internet. 

After  a  late  start  in  Japan,  Internet 


growth  is  exploding,  but  with  eve 
more  far-reaching  consequences  fc 
commerce  than  in  the  U.S.  Whittal 
who  calls  Japan  the  "land  of  the  mic 
dleman,"  says  the  Internet  could  poten 
tially  take  a  buzz  saw  to  the  country 
inefficient  layers  of  wholesalers  and  re 
tailers.  Both  business-to-business  an 
business-to-consumer  Net  operation 
he  says,  "will  be  a  tsunami." 

Unlike  in  the  U.S.,  most  Japanes 
will  access  the  Internet  through  cellula 
phones,  not  the  personal  compute 
Whittall  notes  that  NTT  Mobile,  th 
dominant  cellular  operator  and  one  c 
his  core  holdings,  has  25  million  cus 
tomers,  more  than  America  Online  ha 
in  the  U.S. 

Tech  is  not  the  only  realm  of  the  en 
trepreneur  now  beginning  to  crop  u 
across  the  Japanese  corporate  land 
scape.  Whittall  also  finds  alluring  no 
Internet  plays  in  Japan's  grossly  under, 
developed  service  sector.  For  instanc 
one  of  his  favorite  stocks  is  the  Good 
will  Group,  which,  with  a  roster  o 
20,000  workers,  supplies  temporar 
labor  to  companies  outsourcing  blue 
collar  jobs  such  as  inventory  contro 
He's  particularly  excited  about  Good 
will's  new  service  of  supplying  horn 
health  care  to  the  country's  expandin 
ranks  of  the  elderly. 

And  Whittall  also  loves  how  opei 
the  freewheeling  management  is.  He  sa 
down  with  Goodwill's  president  fou 
times  in  January  and  February,  un 
heard-of  access  for  a  money  manage 
in  Japan. 

Whittall  doesn't  spend  much  tim 
fretting  about  Japan's  dismal  politics 
sluggish  economic  growth  or  othe 
problems.  He  expects,  over  the  nex 
five  years,  that  many  of  his  upstar 
companies'  stocks  will  go  up  10,  50  o 
even  100  times.  They  would  have  to,  t( 
make  up  for  all  the  money  that  ha 
been  lost  in  the  last  decade  on  Nikke 
stocks. 
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No  one  offers  your  business  more  selection 
than  the  computer  store  inside  your  computer. 
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The  Great  Call  of  China 

If  China  gets  into  the  World  Trade  Organization,  some  interesting  investing  opportunities 
will  arise  in  telecommunications  companies— both  inside  and  outside  of  China. 


BY  VIVIAN  WOO 

IT  IS  NO  CERTAINTY  THAT  CHINA  WILL 
be  admitted  to  the  World  Trade  Orga- 
nization. Congress  and  foreign  legisla- 
tures have  yet  to  approve  the  deal,  and 
China's  bureaucrats  will  continue  to 
make  it  tough  to  do  business  in  the  coun- 
try, even  if  WTO  admission  is  granted. 

And  if  China/WTO  becomes  a  real- 
ity? The  consequences  will  be  huge  to 
the  world's  capital  flows.  Raymond 
Chan,  portfolio  manager  of  the  Dreyfus 
Premier  Greater  China  Fund,  thinks  that 
China's  inefficient  industries — such  as 
petrochemicals,  steel  and  energy — are 
vulnerable  to  outside  competition,  but 
he  is  optimistic  about  banking,  insur- 
ance and  telecommunications. 

Chan  notes  that  China  has  40  million 
cell  phone  users  in  a  population  of  1.2 
billion,  only  a  3%  market  penetration. 
He  thinks  that  telecom  use,  land-based 
and  wireless  combined,  will  grow  50% 
or  more  during  the  next  three  years. 

Where  is  the  capital  going  to  come 
from  to  build  up  the  phone  systems? 
Foreigners  have  been  officially  prohib- 
ited from  owning  Chinese  telecommu- 
nications companies.  But  the  deal  for 
China's  admission  to  the  WTO  calls  for  a 
relaxation  of  the  rules.  Within  a  few 
years  foreigners  could  buy  up  to  49%  of 
Chinese  telecom  firms;  after  two  more 
years  holdings  could  be  raised  to  50%. 

China's  two  legal  telecommunica- 
tions carriers — China  Telecom,  which 
has  a  90%  market  share,  and  China 
Unicom,  which  holds  less  than  10% — 
are  expected  to  benefit  from  WTO. 
China  Telecom  is  public,  while  China 
Unicom  (which  needs  capital  for  ex- 
pansion) is  trying  to  do  a  public  offer- 
ing in  late  spring  or  early  summer. 

Foreign  makers  of  telecom  equip- 
ment are  also  expected  to  prosper  from 
WTO.  En.  fokia,  Motorola  and 
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come  a  serious  contender.The  compan 
has  licensed  its  CDMA  (code  divisioi 
multiple  access)  technology  to  Chin; 
Unicom.  Right  now  CDMA  has  only  i 
toehold  in  Asia,  but  it  could  become  th 
standard  there  if  it's  successful  in  China 
The  table  lists  companies,  both  in 
side  and  outside  of  Mainland  China 
likely  to  gain  from  WTO.  Eastern  Com 
munications,  with  $686  million  in  sales 
and  in  which  the  Chinese  governmen 
has  a  63%  stake,  is  the  largest  mainland 
based  equipment  maker. 


Reach  Out  and  Touch  a  Billion  People 


These  telecommunications  service  providers  and  equipment  manufacturers  are 
likely  to  benefit  from  the  modernization  of  China's  telecommunications  system. 


Company 


PRICE 


Recent 

52-week 
high       low 

EPS 

(2000  est) 

Sales 

($mil) 

value 

(Smil) 

STATE-OPERATED 

China  Telecom 

$10.15 

$10.28 

$1.62 

$0.13 

$3,181 

$126,195 

EatHra  CwlirtlMi 

0.78 

1.22 

0.32 

0.06 

686 

1,366 

N0N  STATE  OPERATED 

KMkaBfMp 

0.88 

0.99 

0.39 

0.13 

1,036 

1,085 

Naajkif  PtJMtaEloctreaics 

0.35 

0.50 

0.02 

0.02 

202 

943 

Qiao  Xing  Universal  Telephone 

29.00 

70.00 

2.60 

0.721 

44 

232 

HONGKONG 

CaMeAWIrekuHKT-AM 

31.19 

35.88 

16.63 

0.86 

4,183 

37,297 

Hutchison  Whampoa 

16.83 

18.51 

7.00 

0.46 

6,633* 

65,233 

New  World  Development 

1.44 

3.47 

1.32 

0.07 

2,2593 

3,062 

MULTINATIONALS 

ErfcttM 

104.72 

105.86 

23.21 

1.14 

25,258 

203,062 

y    i        ■ 

180.63 

183.88 

66.06 

3.15 

30,931 

110,017 

Nokia 

226.50 

227.06 

67.69 

2.85 

20,926 

260,090 

Qnalcomn 

133.25 

200.00 

9.36 

1.05 

3,937 

94,373 

Market 


Prices  as  of  Mar.  7.    1998.  '\7%  of  revenues  comes  from  telecommunications.  3I5%  of  revenues  comes 
telecommunications.  Sources:  Market  Guide  &  Worldscope  via  FactSet  Research  Systems; 
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Qualcomm  have  significant  investments 
in  China.  Scobie  Ward,  chief  investment 
officer  of  the  Eaton  Vance  Greater  China 
Fund,  says  under  WTO  these  firms  will 
have  more  freedom  to  manufacture,  dis- 
tribute and  market  within  the  country. 

Chan  likes  Nokia,  Ericsson  and  Mo- 
torola, manufacturers  of  handsets  and 
networks.  Qualcomm  has  recently  be- 


Konka  Group  and  Nanjing  Pand; 
Electronics  make  telephone  equipmen 
and  consumer  electronics.  Nasdaq 
listed  Qiao  Xing  Universal  Telephom 
could  become  one  of  the  few  approvec 
China-based  manufacturers  of  CDM/ 
technology.  Qiao  Xing  has  a  price/earn 
ings  ratio  of  40  times  1998  earnings,  th< 
latest  reported  figure.  I 
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Pepsi  Is  It 


WITH  ITS  RECENT  CHIEF  EXECUTIVE  TURNOVER,  LAYOFF  ANNOUNCEMENTS, 
contamination  scares  and  revenue  disappointments,  Coca-Cola  has  gone 
flat.  Skip  Carpenter,  a  Donaldson,  Lufkin  &  Jenrette  analyst,  says  PepsiCo,  in 

contrast,  is  ready  to 
explode. 

The  perennial  num- 
ber two  soft-drink  giant 
(NYSE:  PEP)  is  finally 
emerging  from  three 
years  of  restructuring. 
Under  Chairman  Roger 
Enrico  the  company 
has  spun  off  its  capital- 
intensive  restaurant  op- 
erations (KFC,  Pizza 
Hut  and  Taco  Bell).  To 
broaden  its  beverage 
offerings,  Pepsi  bought 
the  Tropicana  juice 
brand  from  Seagram. 
Enrico  made  sure  to  keep  snack  powerhouse  Frito-Lay,  which  is  launching  a 
myriad  of  new  Doritos  flavors. 

Pepsi  trades  at  23  times  trailing  earnings  and  should  see  a  gain  of  12% 
or  so  in  earnings  this  year.  Coke,  despite  a  25%  price  crash  this  year,  retains 
a  price/earnings  ratio  of  36.  Carpenter  says  Coke  could  have  trouble  meet- 
ing analysts'  current  earnings  estimates  into  2001. 

— Christopher  Helman 
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Coke's  woes  create  room  for  the  Pepsi  regeneration. 


B  to  Blah 


LATELY,  THE  PHRASE  "B2B"  IS  A  MAGICAL 
incantation  on  Wall  Street.  How  else  to 
explain  the  valuation  of  softwaremaker 
Open  Text? 

Open  Text  (Nasdaq:  OTEX)  makes 
software  used  on  company  intranets 
that  helps  staff  collaborate  on  projects 
and  manage  work  flow.  This  was  a  tidily 
profitable  business  until  last  summer. 
But  Open  Text's  fully  diluted  earnings 
slumped  50%  in  the  September  quarter 
and,  excluding  one-time  gains,  the  firm 
ran  in  the  red  for  the  December  period. 
Analysts  expect  revenue  growth  to  con- 
tinue to  drop  throughout  the  year. 
Open  Text  blamed  Y2K  slowdowns, 
among  other  reasons.  As  the  news  grew 
grimmer,  executives  filed  to  sell  thou- 
of  their  own  shares.  The  stock, 


trading  at  $40  per  share  in  early  1999, 
lost  half  its  value  by  January 

Then  in  February  the  company  an- 
nounced it  would  spend  $4  million  this 
fiscal  year  to  expand  into  B2B  e-com- 
merce.  The  stock  shot  up  160%  to  $52. 
Don't  be  bowled  over  by  such  a  small 
push  into  an  overcrowded  field  when 
Open  Text's  basic  business  is  limping. 
Short  the  stock.     — Michael  Freedman 


Car  Talk 


DETROIT  HAS  STALLED  ON  WALL 
Street,  which  worries  that  the  auto  in- 
dustry can't  maintain  its  scorching  sales 
performance  amid  rising  interest  rates. 
General  Motors'  revenues  rose  16%  in 
February,  and  its  stock  skidded  15%. 

To  Peter  Zaglio,  a  Gabelli  &  Co.  vice 
president,  one  of  the  best  bets  in  this 


beaten-down  field  is  Arvin  Industrie 
(NYSE:  ARV),  which  makes  mufflers,  fil 
ters  and  suspension  systems.  Despit* 
gains  in  market  share,  sales  and  earn 
ings  last  year,  Arvin  languishes  at  fiv 
times  trailing  earnings. 

Sure,  if  the  economy  heads  south 
cyclicals  like  auto  parts  makers  are  th 
first  to  get  whacked.  But  Zaglio  is  en 
couraged  that  a  third  of  Arvin's  sale 
come  from  replacement  parts  used  ii 
repair  shops — an  arena  less  vulnerabl 
to  recessions.  Its  sales  to  the  Mida 
muffler  chain  are  booming.       — Ci 


Cable  Guys 

DESPITE  ALL  THE  TALK  PLACING  THEK 
in  the  vanguard  of  a  bright  broadbanc 
future,  cable  stocks  are  the  stepchildrer 
in  a  market  that  adores  tech.  Anc 
among  the  least  loved  is  Cablevisior 
Systems,  the  $3.8  billion  (estimatec 
2000  revenues)  New  York-area  cabl< 
operator  controlled  by  the  Dolan  fam 
ily  (FORBES,  Nov.  15,  1999).  Its  stock,  a 
a  recent  $58,  is  down  from  $85  in  lanu. 
ary  Load  up,  says  Campbell  Gibson  o 
TGT  Capital  Partners. 

Cablevision  (NYSE:  CVC),  the  nation'; 
seventh-largest  cabler,  has  3.3  millior 
households,  mostly  in  the  New  Yorlj 
metropolitan  area.  Gibson  figures  tha 
makes  it  prime  acquisition  bait  for  twc 
mammoths  hungry  for  broadband  ca 
pacity:  AT&T,  which  already  owns  33°/( 
of  Cablevision,  and  AOL-Time  Warner 
which  might  covet  its  majority  stake  ir 
network  operator  Rainbow  Medi< 
(Bravo  and  American  Movie  Classics).  Ii 
is  also  the  majority  owner  of  basketball^ 
New  York  Knicks. 

Even  more  enticing:  Cablevision,  the 
most  highly  leveraged  cable  outfit  in  tht 
U.S.,  is  taking  a  cleaver  to  the  $7.5  billior 
in  debt  it  built  up  while  upgrading  it: 
systems.  The  money's  coming  from  sale? 
of  its  non-New  York  cable  operations.  Ii 
got  $1.5  billion  for  its  Cleveland  sub 
scriber  system  and  is  expected  to  get  $2 
billion  for  its  Boston  one. 

Adjusted  enterprise  value  (debt  pluS 
market  value  of  common  shares  minus 
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The  Knicks:  part  of  Cablevision's  allure. 

lonearning  assets):  $9.85  billion.  Cable 
jicome  (earnings  before  interest,  taxes, 
depreciation  and  amortization):  $750 
million.  The  ratio,  13.3,  is  on  the  low 
side  for  cable.  — Leigh  Gallagher 

Tech  Fling 

|IHE  SHARES  OF  TECH  VENTURE  CAPI- 
talists  like  Softbank  and  CMGI  have  gone 
completely  crazy.  If  you  want  to  get  in, 
t:onsider  Net  Value  Holdings,  which  is 
only  a  little  crazy.  Two-year-old  Net 
I  Value  has  invested  $27  million  so  far  and 
has  another  $50  million  in  the  bank. 
With  a  $310  million  market  cap,  Net 
(Value  (NETV)  closed  recently  at  $24  on 
the  over-the-counter  bulletin  board. 

Carlo  Cannell,  who  manages  Can- 
nell  Capital  Management,  likes  this 
speculative  stock.  Unlike  Softbank, 
which  has  thrown  as  much  as  $355  mil- 
lion at  a  prospect,  Net  Value  typically 
pays  $1.5  million  for  a  one-third  stake 
in  a  modest  venture.  Example:  Yesa- 
sia.com,  an  Amazon. corn-like  music 
site  that  targets  the  Asian  community 
here  and  abroad.  Cannell  predicts  an 
uptick  when  at  least  one  of  the  com- 
pany's eight  portfolio  members  goes 
public  in  the  next  few  months.  — M.F. 
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To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/columnists/streetwalker. 


Imagine  If  Every  Time  You  Moved  You  Lost 
40%  Of  Your  Furniture. 


Moving  Your  401  (k)  Funds  Incorrectly  Could  Cost  You. 
Call  For  Your  Free  Information  Kit  Today. 


Moving  funds  from  your  former 
employer's  retirement  plan  could 
cost  you  40%  or  more  of  your 
savings  in  taxes  and  penalties. 

T.  Rowe  Price  can  help.  Call 
for  our  free  kit  on  man- 


distribution.  It  clearly  explains 
the  pros  and  cons  of  each 
distribution  option,  so  you  can 
decide  what's  best  for  you. 
Remember,  your  retirement 
savings  have  to  last  even 
longer  than  your  furniture, 
aging  your  retirement  plan      1-800-341-5518    So  handle  them  with  care. 


Invest  With  Confidence  Crat 

T.RoweFHce  Cik 


For  more  information,  including  fees  and  expenses,  request  a  prospectus.  Read  it  carefully  before 
investing.  T.  Rowe  Price  Investment  Services,  inc.,  Distributor.  iraro5317o 


Only  10%  of  Your  Effort 

Should  be  Involved  in 

Picking  Stocks.  Find  Out 

Where  Most  of  Your  Effort 

Should  Go 


Tharp  "cuts  right  to  the  essence  of  profes- 
,_— — _— -  sional  trading:  how 


TRADE    , 

FINANCIAlJ 
FREEDOM 
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to  develop  winning 
attitudes  and  ap- 
proaches; how  to 
forget  trading  for 
accuracy  and  trade 
for  expectancy;  how- 
to  master  position 
sizing.  If  you  intend 
to  trade,  you  'd  bet- 
ter know  what's  in 
this  hook. " 
— Ed  Seykota,  fea- 
tured in  Market 
Wizards  (reprinted 
from  the  back  cover) 
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>  •  Forbes  Conferences 

apifaiist  Tools  for  Business  Leaders 


Not  unlike  FORBES  Magazine,  Forbes  conferences  provide  the  most  thought-provoking 
business  editorial  in  the  marketplace  —  boldly  reviewing  management  performance  and 
challenging  conventional  wisdom.  The  only  difference  is  that  our  conferences  do  it  by 
bringing  executives  face-to-face  in  an  atmosphere  of  candid  and  interactive  discussion. 

As  important  as  the  business  sessions  are  the  numerous  informal  relationship- 
building  opportunities.  It's  these  relationships  that  form  the  backbone  of  each 
event,  and  assure  the  dialogue  continues  throughout  the  year. 
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The  Gilder/Forbes  Telecosm  Conference 

ptember  13-15,  2000  •  Resort  at  Squaw  Creek  —  Lake  Tahoe,  California 

The  Gilder/Forbes  New  Economy  Conference 

October  25-27,  2000  •  The  Millennium  Broadway  —  New  York,  New  York 

wq  The  Forbes  Executive  Women's  Summit 
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MARKETS  and  FORECASTS 


THE  OVERALL  MARKET 


2-week  performance 
as  of  3/10/00 


Barra  All-US  Index1 

6.6% 

SAP  Barra  Growth  Index2 

4.7 

S&P  Barra  Value  Index3 

4.6 

Dew  Jones  industrials 

0.7 

S&p  500 

4.6 

EAFE4 

2.1 

Fortes  Internet  Index 

11.8 

INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  3/IO/00. 

ACTUAL                                    2000  ESTIMATE 

1999             latest 

mean          4-wk  chg 

30-year  Treasury  yield  (%) 

6.48                6.18 

6.30              -5.5 

3-month  Treasury  yield  (%) 

5.33                5.89 

5.84                4.5 

Federal  funds  watch 

,  +25  basis  points.  Current  rate:  5.75%. 
jtings:  Mar.  21  and  May  16,  2000. 

Last  action:  Feb.  2,  2000 
Next  Federal  Reserve  met 

SPECIAL  STOCK  FOCUS 


New  management  can  sometimes  revive  a 
struggling  firm.  The  chief  executives  of 
these  seven  companies  were  replaced  ear- 
lier this  year.  Unless,  and  until,  management 
restores  investors'  confidence,  these  stocks 
sell  at  bargain  prices— a  minimum  30%  dis- 
count to  their  52-week  highs  and  no  more 
than  14  times  estimated  2000  profits. 


0.  Thomas  Barry  III,  chief  investment 
officer  at  George  D.  Bjurman  & 
Associates,  sees  profits  at  small- 
capitalization  firms  growing  27%  this 
year,  compared  with  15%  for  S&P  500 
companies.  He  therefore  expects  the 
Russell  2000  Index  to  continue  to 
outpace  the  S&P  500  through  2000. 


FORECASTING  GLOBAL  MARKETS 


Estimated 
Year           P/E 

EPS  change      Expected 

versus       year-to-year 
3  months  ago  EPS  growth 

S&P  500 

2000           23 

-2.1% 

17% 

2001           20 

2.0 

15 

MSCI  World-ex  US4 

2000           28 

-2.2 

23 

2001           24 

-3.7 

16 

IBES  estimate  increases/decreases 

Mar  99 

Mar  00 

S&P  500 

0.65 

1.58 

MSCI  World-ex  US4 

0.68 

1.27 

Rising  estimates 


Argentina 

China 

Colombia 

Philippines 

Russia 


Falling  estimates 


Belgium 

Chile 

Israel 

Japan 

Venezuela 


Source:  IBES  International,  Inc. 

FORBES  INTERNET UNIV 


Index 

Recent 

4  wks  ago 

Value 

280.3 

243.7 

Companies 

300 

273 

Valuations 

Stock  price/sales 

29 

27 

Market  value  (Soil) 

$1,163 

$959 

Sales/employee  (Sthou 

)    $168 

$170 

12-month  sales  growth 

156% 

156% 

2000  estimates 

Sales  (Smil) 

$41,010 

$39,089 

Stock  price/sales 

14.0 

12.0 

P/E 

341 

266 

Sources:  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 


Company 


Recent 
price 


Chg*    P/E7 


Aetna 

$56.00 

-44%    11 

Eastman  Kodak 

54.00 

-32      10 

Humana 

6.44 

-67        9 

Mattel 

9.06 

-70       13 

Ohio  Casualty 

11.63 

-45       14 

Piedmont  Natural  Gas 

24.94 

-30       12 

York  International 

19.81 

-58        6 

Versus  52-wk  high.  '2000  estimate.  Sources:  Interactive 
Data  Corp.  and  IBES  Intl.  via  FactSet  Research  Systems, 

WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 

Buying 

Price 

Selling 

Price 

EPS8 

EPS8 

EarthWeb 

$28.44 

$-3.01 

Diebold 

$24.31 

$2.07 

IXL  Enterprises 

36.50 

0.42 

Gartner  Group 

14.06 

0.81 

Marketing  Services  Group 

19.75 

-0.39 

DR  Horton 

11.56 

2.81 

Sitel 

8.31 

0.29 

Premier  Parks 

19.50 

-0.12 

USinternetworking 

62.25s 

-1.73s 

Ryder  System 

18.81 

2.15 

2000  estimate  via  IBES  Express 

'Split  adjusted.  Source:  s 

leinbergindica  tor.  com. 

□ 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  -Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios  *A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  ■  100.  Index  ratios  and  growth  rates  are  medians. 
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MARKETS  and  FORECASTS 


FDRBES/BBmRE  CONSENSUS  ECON 

OMIC  F0 

RECAST 

The  U.S.  Economy 

_ACTUAL 

2000  ESTIMATE 

1999 

Latest 

Mean 

4-wk  change 

Automobile  sales1  (mil) 

17.4 

17.7* 

feb 

16.2 

1.8% 

Capacity  utilization  (%) 

81.1 

81.6 

jan 

81.1 

0.6 

New  housing  starts2  (thou) 

1,665 

1,664* 

pjan 

1,524 

1.4 

Retail  sales3  ($bil) 

2,245p 

2,260* 

pjan 

2,513 

-2.7 

Trade  balance4  ($bil) 

-271 

-271* 

pdec 

-320 

8.3 

Unemployment  rate5  (%) 

4.1 

4.1 

feb 

4.1 

-2.2 

Gross  domestic  product  (%  chg) 

4.1p 

6.96 

p4Q 

4.1 

9.0 

Inflation 

2.7 

2.7* 

jan 

2.8 

-8.2 

GPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6 

2.7* 

jan 

2.5 

-1.2 

Prices 

227.25 

224.99 

228.67 

-0.8 

CRB  Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50 

288.60 

290.15 

0.9 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60 

31.78 

26.38 

11.8 

Currency 

1.94 

2.03 

1.85 

2.2 

German  marks  per  dollar 

Yen  per  dollar 

102 

106 

109 

2.4 

Dollars  per  euro 

1.01 

0.96 

1.02 

-2.9 

Federal  Reserve  Chairman  Alan  Greenspan  is 
concerned  about  the  "wealth  effect"  of  rising 
stock  prices,  but  Wayne  Ayers,  chief 
economist  at  FleetBoston  Financial,  thinks 
that  overreaction  by  the  Fed  could  damage 
the  economy.  Ayers  expects  a  federal  funds 
rate  of  6.25%  (present  rate:  5.75%)  by  late 
spring,  which  he  thinks  will  take  a  bite  out  of 
consumer  spending.  In  the  fourth  quarter  of 
1999,  such  spending  grew  5.9%  (seasonally 
adjusted,  annualized),  but  Ayers  expects  the 
growth  rate  to  fall  to  4%  this  year  and  3.3%  in 
2001.  In  turn,  Ayers  expects  gross  domestic 
product  growth  of  just  2.9%  next  year,  well 
below  the  Fed's  goal  of  3.5%. 

Closeup:  Real  Personal  Expenditures 


($trillion,  seasonally  adjusted 
at  annual  rates) 


Source:  Bureau  of 
Economic  Analysis. 


$6.15 


6.10 


6.05 


Aug         Sept         Oct         Nov  Dec         Jan 

Forbes  Index:  Current:  319.9  2-wkchg:0.7% 


BRIDGE  COMMODITY  SPC 

Futures 

Price 

3  mo  chg 

May  Chi  wheat  (bushel) 

$2.60 

3% 

May  copper  (lb) 

0.79 

-2 

May  cotton  (lb) 

0.64 

24 

May  crude  oil  (bbl) 

29.84 

31 

Apr  platinum  (troy  oz) 

470.70 

15 

Index 

Value 

3  mo  chg 

CRB  Index 

214.06 

6% 

Precious  metals 

256.47 

5 

Grains 

172.24 

12 

Industrials 

20710 

13 

Livestock  &  meats 

258.24 

10 

_JlUJLCfilJDE  01LHU1JMS 

Only  a  bit  of  relief  is  expected  for  energy 
prices.  July's  futures  contract  for  a 
barrel  of  crude  oil  trades  at  just  $4 
below  the  current  spot  price  of  $32. 


Dollars  per  barrel 


$28 
26 
24 


Uridge  Commodity 
Research  Bureau.  22 


Jan 


Ft-h 


Mai 


20 


□ 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 
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MUTUAL  FUND  SPECIAL  FOCUS 


The  Russell  2000  Index  of  small  capitalization  stocks  shows  a  20%  total  return  so  far  this 
year  versus  a  decline  of  4%  for  the  S&P  500.  These  six  no-load  small  cap  funds  all  beat  thf 
Russell  index;  as  a  group  they  have  an  average  return  of  33%  since  December  1999. 

TOTAL  RETURN7 


Fund 


Atlas  Emerging  Growth  A 


Excelsior  Small  Cap 


Nations  Small  Cap  Growth  A 


PaineWebber  Pace  Sm/Med  Growth 


Stein  Roe  Small  Company  Growth 


Vanguard  Small  Cap  Growth  Index 


lyear 


3  months 


YTD 


115.3% 


46.1% 


34.9% 


82.6 


41.4 


31.8 


117.3 


44.7 


27.7 


147.1 


52.6 


35.1 


140.8 


61.7 


45.6 


61.8 


36.3 


24.6 


Assets  ($mil) 


$21 


69 


186 


303 


19 


193 


Through  Mar.  9.  Sources:  Forbes:  Upper  Inc.  and  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


Internet-related  companies  are  not  the  only  hot  public  offerings.  Manish  Shah,  publisher 
of  the  IPO  Maven  Web  site,  sees  plenty  of  opportunities  in  biotechnology  and  pharmaceu- 
tical firms.  Eighteen  such  companies  are  registered  to  go  public  by  the  end  of  May. 

ESTIMATED  OFFERING 


Company/business 


Blaze  Software/Internet  software 


Eprise/lnternet  software  &  services 


Erinuum/e-commerce  software  &  services 


Insilicon/semiconductor  designs 


InterMune  Pharmaceuticals/drugs 


Intrabiorics  Pharmaceuticals/antibiotics 


Share  price ($)  Shares  (mil)  Size(Smil) 


$12-14 


4.0 


$52 


8-10 


4.0 


36 


10-12 


4.5 


50 


9-11 


3.5 


35 


17-19 


5.5 


99 


13-15 


7.5 


105 


Sales  ($mil) 


$9 


25 


19 


Source.  Renaissance  Capital/www  ipohome.com 

"12  months,  p:  preliminary.  'Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  Total  single  & 
multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  seasonally  adjusted. 
Percent  of  civilian  labor  force.  'Quarterly  change,  annualized.  Source.  Bridge  Information  Systems. 
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-»TRAVEt 

WORLD 

Where  the  travel  industry  connects. 


estination  Success 

c  o  riitn  e  cting... www. GTravGlUorld.com 


is  your  connection 

to  on  innovative  marketplace 

providing  travel-oriented  content, 

services  and  technologies  to  advance 

your  business  in  the  online  world. 

This  conference  will  be  unique  in  its 

focus  on  issues  critical  to  business 

survival  during  an  era  of  change 

where  traditional  travel  related 

companies  are  rethinking  the  way 

they  do  business. 

Keynote  Spec 


mm 


Mary  Modahl 

VP  of  Research 

Forrester  Research 


Terrell  Jones 

President  Travelocity 

and  EVP  Sabre 


Mary  Ann  Packo 

President  and  COO 

Media  Metrix 


For  more  information  or  to  register 
online,  log  on  to 


A  production  of 


WORLD 

where  the  internet 


Inside  Track 


-I  ^vacation. ' 


www.eMarketWorld.com 
800.535.1812 

PROXICOM 


What  does  work  mean  to  you? 


Is  it  more  than  a  job? 
Should  it  challenge  you? 
Be  a  continuation  of 
your  education? 
Be  financially  rewarding? 
Be  the  most  rewarding  thir 
you've  ever  done  -  period' 
Should  it  open  a  window 
to  things  you've  never 
thought  about? 
Should  it  happen  at  a 
place  with  a  mission, 
a  place  at  the  helm 
of  e-business? 
Should  it  be  IBM? 

Yes. 

www.ibm.com/whyw 


^^^^■Btled  to  creating  a  diverse  environment  and  is  proud  to  be  an  equal  opportunity  en 
IBM  i  a  tnfcmark  of  International  Business  Machines  Corporation  ©2000  IBM  Corp 
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THE  BOTTOM  LINE 


The  workforce  of  2000  has  become  an  employee's 
market  during  this  period  of  historically  low 
unemployment.  How  do  companies  position 
themselves  as  employers  of  choice  as  they  seek 
to  attract  and  retain  top  talent?  A  commitment 
to  diversity  can  set  a  company  apart  from  its 
competitors  as  having  an  environment  that  will 


emisphere 


allow  all  people  to  develop  to  their  fullest  potential. 


ADVERTISEMENT 


DIVERSITY  THE  BOTTOM  LINE 


Looking  for 
diversity  solutions? 
Check  out  the  Diversity 
Resource  Guide  at 
www.Diversitylnc.com. 

As  the  workforce  becomes  more 
diverse,  employers  that  are  inclusive  in 
their  selection  and  development  of  top 
talent  will  reap  important  benefits.  In 
addition  to  building  a  competitive  work- 
force, those  employers  will  attract 
diverse  business  partners  and  cus- 
tomers and,  in  turn,  bring  stronger 
returns  to  investors. 

IBM's  Work/Life  Programs 
Are  Key  to  Business  Success 

For  IBM,  creating  an  environment  that 
supports  employees'  needs  is  a  com- 
petitive advantage.  The  company's 
work/life  efforts  have  consistently  been 
linked  to  bottom-line  returns,  providing 
quantifiable  payback  in  increased  com- 
petitiveness, productivity  and  retention. 
In  the  U.S.  in  1996,  IBM  learned  that 
62  percent  of  employees  were  part  of 
a  dual-income  couple,  32  percent  had 
children  under  the  age  of  14  and  32 
percent  had  some  responsibility  for  the 
care  of  adults,  including  aging  parents. 
As  a  result,  the  company  developed  its 
comprehensive  LifeWorks  program.  The 
effort  is  a  combination  of  Child/Elder 
Care  Referral  services  that  offers  tele- 
phone consultations,  referrals  and 


consumer  information  through  net- 
works of  community-based  specialists. 

Through  employee  work/life  surveys 
conducted  in  Latin  America,  Europe,  the 
Middle  East  and  Africa  in  1998,  and  in 
Asia  Pacific  in  1999,  IBM  learned  that 
adequate  dependent  care  is  a  global 
priority.  In  response,  IBM  began  to  con- 
duct assessments  in  targeted  countries 
to  better  understand  the  issues. 

"LifeWorks  has  yielded  a  direct  pay- 
back in  human  terms  and  in  financial 
terms,"  says  Ted  Childs,  IBM's  vice 
president,  global  workforce  diversity. 
"Employees  report  that  they  save,  on 
average,  15  hours  every  time  they  call 
LifeWorks."  Based  on  1998  usage,  the 
average  salary  of  IBM  employees  and 


the  fact  that  they  would  be  making  calls 
on  work  time  to  find  care,  IBM  saves 
more  than  $6  million  in  productivity 
each  year.  "These  services  have  not 
only  helped  us  attract  and  retain  valu- 
able employees,"  says  Childs,  "but  they 
have  reduced  stress,  improved  perfor- 
mance and  decreased  time  away  from 
the  job." 

Indeed,  LifeWorks  and  other  benefits 
have  gained  IBM  the  loyalty  of  its 
employees.  In  1996,  86  percent  of 
respondents  to  the  IBM  U.S.  Work/Life 
Survey  reported  that  the  ability  to  bal- 
ance their  work  and  personal  lives  was 
of  considerable  importance  to  their 
decision  to  continue  to  work  for  IBM. 
In  fact,  compensation/benefits  and 


How  luUliulaic 

IVKRSITY 


How  Retention  Can  Be  Measured 
In  Profits 

What's  the  cost  of  losing  a  valued  employee?  "1 
^j^Mu  ability  to  quantify  the  answer  may  help  managj 

►  M  W-^JW  show  a  strong  return  on  investment  in  their  di\i 

sity  initiatives.  Dr.  Edward  E.  Hubbard,  author  of  H 
to  Calculate  Diversity  Return  on  Investment  (Glo 
Insights  Publishing,  2000)  and  president  of  c 
suiting  firm  Hubbard  &  Hubbard,  Inc.,  has  de\ 
oped  software  that  calculates  the  impact  of  1 
"key  talent  loss"  felt  by  an  employer  when  an  employee  leaves.  The  formula  as 
employers  to  plug  in  metrics  such  as  the  number  of  months  it  takes  for  a  new  empl 
ee  to  reach  90  percent  of  full  productivity.  This  figure  can  then  be  translated  into  act 
revenue  lost  when  poor  retention  is  linked  to  an  ineffective  diversity  effort. 

Conversely,  the  software  calculates  the  profits  associated  with  positive  retenth 
Average  replacement  costs  can  be  calculated  as  1.5  times  the  salary  of  the  person  ) 
would  have  had  to  replace.  If  you  had  250  diverse-workforce  losses  for  the  year  w 
an  average  replacement  cost  of  $15,000  per  person,  this  would  represent  an  anni 
cost  of  $3.75  million  to  the  organization.  By  retaining  key  workforce  talent  using  eff 
tive  diversity  retention  strategies,  organizations  can  reduce  staffing  costs,  improve  wc 
force  climate  and  create  an  attractive  workplace. 
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.  trong  individuals  make  a  stronger  team. 


At  Pfizer,  we  know 

that  with  diversity  comes  diverse  talents. 

We  realize  you  can  only  arrive  at  innovative 

thinking  by  taking  different  paths. 

And  so  we  hire  people  with  different 

backgrounds  and  have  built  a  broad, 

highly  diverse  supplier  base. 

We  reach  out  to  all  members  of  the  community. 

At  Pfizer,  we  know  what  it  takes 

to  be  an  innovative,  creative  company. 

It  takes  all  kinds. 


Life  is  our  life's  work. 

www.pfizer.com 


ADVERTISEMENT 


DIVERSITY  THE  BOTTOM  LINE 


Dun  &  Bradstreet  tip 
for  retaining  top  talent: 
Promote  employee 
support  groups.  Visit 
www.Diversitylnc.com 
for  more  advice. 

work/life  balance  were  tied  as  the 
number-one  reason  people  would  leave 
IBM  prior  to  retirement.  The  data  con- 
firm that  paying  close  attention  to 
work/family  needs  helps  IBM  retain 
employees  and  validates  the  impor- 
tance of  retention  as  a  primary  busi- 
ness objective. 

DaimlerChrysler  Invests 
In  Employees'  Capabilities 

At  global  automaker  DaimlerChrysler 
Corporation,  the  company's  self-man- 
aged career  development  and  training 
efforts  are  a  key  recruitment  and  reten- 
tion tool.  DaimlerChrysler  is  focused  on 
hiring  a  balanced  workforce  and  has 
achieved  strong  diversity  among  new 
college  graduate  hires  —  in  1999.  54 
percent  of  new  college  hires  were 
women  and  minorities.  Partnerships 
with  diverse  campus  organizations  help 
widen  the  recruitment  pool. 

As  a  way  to  transfer  knowledge  and 
corporate  strategy  to  employees,  Daim- 
lerChrysler founded  the  Corporate  Uni- 
versity, which  offers  a  comprehensive 
series  of  learning  opportunities  that  all 


employees  can  access  based  on  their 
own  desire  to  develop  particular  skills. 
The  company  is  communicating  that  it 
not  only  values  the  intellectual  capabil- 
ities of  its  employees,  but  also  "that  we 
are  willing  to  invest  in  their  intellectual 
capabilities,"  says  Wilma  Abney,  direc- 
tor of  staffing,  development  and  change 
management  at  DaimlerChrysler. 

According  to  Monica  Emerson,  Daim- 
lerChrysler's  director  of  diversity  and 
work/family,  "If  a  company's  selection 
processes  advance  people  fairly,  and 
provide  opportunities  to  learn  leading- 
edge  models  through  best-in-class  pro- 
grams, that  makes  the  company  much 
more  attractive."  Emerson  notes  that 
employees  who  are  provided  the  oppor- 
tunity to  learn  new  processes  and  new 
technology  are  more  likely  to  stay  at  a 
company.  She  adds  that  the  ability  to 
self-select  for  training  and  development 
opportunities  is  particularly  important 
for  women  and  minorities  because  it 
empowers  them  with  tools  that  are  crit- 
ical to  professional  development. 

Emerson  says  the  self-managed  train- 
ing and  development  programs  have 
been  successful  and  well  utilized  by  all 
employees.  "Robust  education  and 
development  processes  ensure  all 
employees  are  provided  equitable  oppor- 
tunities. These  processes  support  Daim- 
lerChrysler's  commitment  to  inclusion.  If 
we  are  to  achieve  our  full  potential  as  a 
company,  we  need  to  have  100  percent 
of  our  employees  striving  every  day  to 
help  us  reach  our  goals,"  she  says. 

Dun  &  Bradstreet  Reaches  Out 
Through  Partnerships 

Establishing  relationships  with  key  uni- 


versities and  minority  organizations  is 
paying  off  at  Dun  &  Bradstreet  (D&B), 
a  global  provider  of  business  and  finan- 
cial information  services.  A  number  of 
initiatives  are  in  place  to  ensure  that 
Dun  &  Bradstreet  shares  its  commit- 
ment to  diversity  and  inclusion  with 
potential  recruits  and  new  hires  at  a 
one-on-one  level. 

Rather  than  just  coming  to  campus 
to  conduct  interviews,  Dun  &  Brad- 
street has  developed  some  innovative 
efforts,  such  as  holding  "fireside 
chats"  at  the  University  of  Chicago. 
These  meetings  between  students 
and  Dun  &  Bradstreet  managers  allow 
prospective  employees  to  "be  in  an 
informal  setting  where  they  can  talk 
to  managers  about  their  careers  and 
their  concerns,"  says  Gloria  Guilford, 
manager  of  Dun  &  Bradstreet's  Man- 
agement Associate  Program. 

The  Management  Associate  Pro- 
gram, a  rotational  opportunity  for  newly 
hired  M.B.A.  graduates,  recruits  about 
four  people  a  year  and  partners  with 
organizations  like  the  National  Black 
MBA  Association  and  the  National  Soci- 
ety of  Hispanic  MBAs  to  source  top 
talent.  Guilford  notes  that  Dun  &  Brad- 
street's  commitment  to  inclusion  is  a 
topic  that  is  brought  up  more  frequent- 
ly by  candidates  evaluating  the  compa- 
ny. "Candidates  have  told  me  that  they 
are  looking  to  see  how  many  women 
there  are  in  senior  management,  and 
how  many  people  of  color,"  says  Guilford. 
"Inclusion  really  does  become  a  com- 
petitive advantage." 

One  of  the  ways  that  the  company 
helps  program  participants  and  other 
new  recruits  feel  welcome  is  through 


All  cars  are  not  created  equal. 
All  people  are. 


A  car,  no  matter  how  well  made,  is  in  the  end  a  machine.  A  car  company,  on  the 
other  hand,  is  made  up  of  living,  breathing,  thinking  human  beings.  The  more 
diverse  that  group  of  people  is,  the  more  diverse  the  ideas  that  are  generated. 
It's  what  makes  our  cars  better  and,  at  the  same  time,  our  company  stronger. 


Mercedes-Benz 
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support  network  groups.  These  groups 
serve  as  an  important  reinforcement  to 
the  recruitment  function,  says  Judy  Sul- 
livan, assistant  vice  president  of  sourc- 
ing  at  D&B.  The  company  has  six  estab- 
lished employee  networks  devoted  to 
the  concerns  of  Asians,  gays/lesbians, 
Latinos,  African  Americans,  disabled 
people  and  women.  These  national 
groups  often  identify  new  sources  for 
recruits  and  guide  employees  once  they 
begin  their  careers.  Members  also  inter- 
act with  interns  through  INROADS,  a 
national  organization  that  helps  busi- 
nesses prepare  talented  young  people 
of  color  for  professional  careers. 

Additionally,  says  Dory  Gasorek, 
vice  president  of  organizational  per- 
formance and  inclusion,  "Other  D&B 
network  groups  help  identify  intern- 
ship candidates  by  establishing  rela- 
tionships with  local  community 
groups."  For  example,  the  Hispanic 
network  group  jHOLA!  fsee  sidebar), 
based  in  Bethlehem,  Pa.,  has  joined 
with  the  Hispanic  American  Organiza- 
tion to  provide  summer  internships  for 
high  school  and  college  students. 


This  also  establishes  a  future 
resource  for  candidates. 

Employee  Resource  Groups 
Are  Vital  to  Recruitment  at  Ford 

The  Ford  Motor  Company  also  uses  its 
employee  resource  groups  as  an  impor- 
tant source  of  information  and  support 
in  recruiting  efforts.  Along  with  their 
efforts  to  contribute  to  the  professional 
development  of  diverse  employees,  the 
groups  also  provide  insight  and  new  per- 
spectives on  a  variety  of  business 
issues,  says  Dan  Sveller,  Ford's  manag- 
er of  recruiting  strategies  and  planning. 
For  example,  Ford's  Hispanic  Network 
Group  (HNG)  played  a  leading  role  in  rep- 
resenting the  company  at  the  Society  of 
Mexican  American  Engineers  and  Sci- 


entists' (MAES)  25th  Anniversary  Sym- 
posium and  Career  Fair  in  San  Jose  in 
February.  Ford  has  been  actively  involved 
with  MAES  since  1988  and  a  company 
manager  serves  as  chairman  of  the 
organization's  Industry  Advisory  Council. 

The  resource  groups  aid  in  estab- 
lishing relationships  with  colleges  and 
universities  that  have  a  diverse  enroll- 
ment. To  attract  more  African-American 
candidates,  Ford  recruits  and  sponsors 
scholarships  at  Historically  Black 
schools  and  sponsors  similar  efforts  at 
schools  that  have  significant  Hispanic 
representation. 

GLOBE,  Ford's  network  group  for 
gay.  lesbian  and  bisexual  employees, 
supports  Ford's  recruiting  efforts  to 
hire  the  most  qualified  candidates 


Members  of  jHOLA!  (L.  to  R.):  Amy  Lopez, 
Mike  Prevoznak  (Executive  Sponsor).  Roque 
Espinoza  and  Jesse  Meja 


iHOLA!,  Dun  &  Bradstreets 
Hispanic  Support  Network 

In  just  under  two  years,  jHOLA!,  the  Hisp 
ic  support  network  at  The  Dun  &  Bradstr 
Corporation  (D&B),  has  accomplished  qi 
a  lot  —  for  its  Hispanic  members,  for  tr 
local  community  and  for  the  company. 

With  jHOLAI's  assistance,  a  Spanish  ce 
fication  program  has  been  created  in  wh 
those  who  speak  Spanish  help  hiring  managers  evaluate  the  fluency  of  candidates 
bilingual  positions.  More  than  60  percent  of  jHOLA!  members  speak  Spanish  fluently.  1 
call  for  associates  who  spoke  Spanish  generated  a  high  level  of  employee  interest  in 
new  program  and  resulted  in  an  immediate  boost  in  visibility  for  the  support  network. 
D&B's  Lehigh  Valley,  Pa.,  office,  the  first  of  13  D&B  offices  to  initiate  jHOLA!  ch 
ters,  has  also  extended  recruitment  into  the  Hispanic  community.  Hispanic  high  sch 
students  tour  the  D&B  offices,  which  membership  director  Roque  Espinoza  says  r 
"broadened  the  students'  horizons."  The  original  chapter  is  the  most  active,  provid 
summer  internships  for  Hispanic  high  school  and  college  students.  It's  a  practice  tl 
has  opened  a  pipeline  to  the  local  community  and  allowed  D&B  to  recruit  a  more  divei 
workforce. 
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"Wow." 


Talk  about  high-performance  technology.  In  its  first  year  as 
an  independent  company,  Delphi  Automotive  Systems 
posted  over  $29  billion  in  revenues  for  1999  and  $33  billion 
in  future  business  booked. 

For  most  businesses,  numbers  like  this  would  be  cause  to 
celebrate.  But  at  Delphi,  the  company  behind  some  of  the 
world's  most  advanced  integrated  electronic  technologies, 
including  our  Communiport    Mobile  MultiMedia  Systems,  we 
see  it  as  just  the  beginning.  And  if  you  think  this  kind  of 
innovation-driven  financial  power  sounds  intriguing,  we  can't 
wait  to  show  you  where  else  our  creativity  will  take 
you.  For  a  glimpse  into  the  future,  visit  us 
at  www.delphiauto.com. 


Systems 


ADVERTISEMENT 


DIVERSITY  THE  BOTTOM  LINE 


um^mmmB 


Aetna  uses  an  intranet 
to  communicate  its 
commitment  to 
diversity.  Find  out 
how  it's  done  at 
www.Diversitylnc.com. 

without  regard  to  sexual  orientation. 
At  the  2000  Midwest  Bisexual,  Les- 
bian, Gay  and  Transgender  College 
Conference  held  in  February  at  St. 
Cloud  College  in  St.  Cloud,  Minn., 
Ford  had  a  recruiting  booth  and  Ford 
GLOBE  gave  a  workshop  on  "Gay,  Les- 
bian and  Bisexual  Work  Life  at  Ford 
Motor  Company."  GLOBE  also  took 
part  in  the  recent  Gay  &  Lesbian  Busi- 
ness Conference  for  M.B.A.  students, 
held  at  the  Wharton  School  of  the  Uni- 
versity of  Pennsylvania. 

Jan  Palmer,  president  of  Universal 
Training  Concepts,  notes  that  a  com- 
mitment to  diversity  can  help  a  company 
"stay  cohesive  on  the  inside,"  as  such 
companies  are  least  susceptible  to 
internal  disintegration.  In  addition,  they 
have  an  internal  base  of  information 
and  can  better  meet  the  needs  of 
global  clients,  she  says. 

Women  at  Delphi  Contribute,  Inspire 

At  Delphi  Automotive  Systems,  a  world 
leader  in  transportation  and  mobile  elec- 
tronics components  and  systems  tech- 
nology, women  hold  a  number  of  key 


senior  management  positions.  This 
diversity  can  help  attract  women  to  the 
company  and  provide  role  models  to 
women  at  Delphi.  The  high  number  of 
women  in  senior  roles  is  particularly 
striking  in  this  industry,  which  has  a 
strong  emphasis  on  engineering  —  a 
field  that  has  not  traditionally  attracted 
women.  Overall,  women  represent  15 
percent  of  Delphi's  senior  management. 
Women  at  Delphi  are  a  driving  force 
globally,  leading  divisions  and  functions, 
running  manufacturing  operations, 
developing  and  building  feature  tech- 
nologies, and  implementing  strategies 
that  make  Delphi  successful.  The  com- 
pany's top  policymaking  group,  the 
Delphi  Strategy  Board,  includes  Karen 


L.  Healy,  who  is  vice  president  of  cor- 
porate affairs  and  facilities  for  Delphi 
as  well  as  chairman  of  the  Delphi  Foun- 
dation. "In  an  industry  where  men  have 
traditionally  held  most  leadership  posi- 
tions, it's  a  good  sign  for  women,  for 
Delphi  and  for  the  industry  that  women 
have  a  strong  presence  throughout  our 
operations,"  explains  Healy.  "Hopefully 
we  can  become  role  models  for  those 
early  in  their  Delphi  careers  and  others 
coming  into  the  company." 

Delphi's  board  of  directors  also 
includes  a  woman,  Susan  McLaughlin, 
president  of  consumer  services  for  Bell- 
South Telecommunications.  Delphi's 
Chairman,  President  and  CEO,  J.  T. 
Battenberg  III,  notes  that  diversity  was 


Aetna  Taps  a  Nontraditional  Talent 
Source:  The  Deaf  Community 

With  the  realization  that  there  is  a  large,  untapped  U 
pool  among  the  deaf  community,  Aetna  Financial 
vices  and  Aetna  U.S.  Healthcare  last  year  began 
efforts  to  recruit  deaf  and  hard-of-hearing  interns  anc 
time  employees.  Aetna  Financial  Services  Deaf  and  I 
of  Hearing  Program  coordinator  Lisa  Kenney  says 
needs  of  deaf  and  hard-of-hearing  customers  will  als 
served  by  these  efforts  to  diversify  Aetna's  workforc 
"As  we  increase  the  number  of  deaf  and  hard-of-r 
ing  employees,"  says  Kenney,  "our  business  objed 
can  expand  into  the  deaf  community.  Through  internal  diversification,  our  external  I 
ness  objectives  can  broaden  as  well." 

At  Aetna  U.S.  Healthcare,  deaf  and  hard-of-hearing  employees  working  full-time  serv 
medical  claims  processors  and  first-time  managers  in  the  claims  area.  Program  Man 
Rora  Spears,  of  the  company's  Northeast  regional  employee  development/community 
tions  area,  notes  that  the  presence  of  deaf  employees  has  enlightened  Aetna  colleag 
For  example,  American  Sign  Language  classes  are  now  taught  on  an  ongoing  basis.  Sp 
adds  that  "the  deaf  community  represents  an  emerging  market  for  our  products  and 
vices.  Now  we  can  align  more  effectively  with  their  unique  culture  and  customer  need 


Aetna  intern  Curt  Kuhn  served 
as  a  new  business  analyst  within 
Individual  Annuity  Operations. 


Harmony 

A  workplace  that  works 

creates  an  almost  audible  hum, 

a  buzz  that  means  people  are 

inspired,  confident  and  passionate 

about  what  they  do. 


At  DaimlerChrysler  we  bring  together  all  kinds  of  people  with  their  richly  varied  origins,  perspectives  and 
fe  experiences.  And  then,  they  perform,  drawing  on  their  diversity  to  enrich  and  enhance  the  finished  products. 

Together,  they  create  the  harmony  of  our  workplace. 


DaimlerChrysler 

Expect  the  extraordinary 

www.daimlerchrysler.com 
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a  key  consideration  of  the  company 
when  choosing  board  members. 

"Diversity  is  not  just  about  gender 
and  race;  it  extends  to  employment, 
educational  background  and  life  expe- 
riences. And  how  we  bring  together 
those  experiences  as  Team  Delphi  is 
key  to  generating  new  ideas  and  excel- 
lent solutions  for  our  global  cus- 
tomers," Battenberg  says. 

Pfizer  Seeks  Excellence 
And  Finds  Diversity 

At  pharmaceutical  giant  Pfizer  Inc,  a 
wide  range  of  initiatives  ensures  that 
the  company  will  be  seen  as  an 
employer  of  choice  in  its  industry. 

Pfizer  Chairman  and  CEO  William  C. 
Steere,  Jr.,  sums  up  his  philosophy  on 
diversity  as  follows:  "Some  people 
believe  that  seeking  diversity  auto- 
matically leads  to  excellence,  but  I 
think  that  focusing  on  excellence 
inevitably  leads  to  diversity." 

Pfizer's  many  initiatives  are  founded 
on  its  key  value  of  "Respect  for 
People"  and  are  geared  toward  creat- 
ing an  inclusive  environment  that  will 


attract,  retain  and  develop  the  highest- 
caliber  workforce.  For  example,  Pfizer 
is  the  largest  sponsor  of  M.B.A.  intern- 
ships at  the  Historically  Black  College, 
Florida  A&M.  In  addition,  Pfizer  sup- 
ports internships  at  Fisk  University, 
Minority  M.B.A.  Fellowships  at  Colum- 
bia University  and  internships  affiliat- 
ed with  other  colleges.  "We  try  to  put 
Pfizer's  name  out  in  the  marketplace 
through  a  number  of  alliances,"  says 
Brenda  Schofield,  Pfizer's  director  of 
equal  employment  opportunity  affairs. 
"We  recruit  the  best  people  from 
these  sources  and  then  these  people 
will  assist  us  in  recruiting  more  tal- 
ented people  in  the  future." 


Once  employees  are  hired,  Pfizer  has 
a  number  of  support  systems  in  place 
that  aid  in  retaining  top  talent.  Pfizer 
offers  a  variety  of  flexible  work  arrange- 
ments, on-site  and  off-site  childcare, 
parental  and  personal  leaves,  family 
and  medical  leave  and  civic  leaves  for 
employees  to  best  balance  the  needs 
of  their  careers,  their  personal  lives  and 
the  needs  of  their  communities. 

Within  Pfizer's  sales  force,  a  Field 
Diversity  Team,  initiated  by  minority 
salespeople,  assists  the  company  in 
diversity  recruitment,  retention  and 
development.  The  team  has  a  "busi- 
ness application  section"  as  well,  which 
deals  with  enhancing  relationships  with 


Generation  X:  Recruiting  Strategies  for  a  New  Workforce 

Since  more  than  a  quarter  of  the  nation's  population  is  between  the  ages  of  20 
34,  recruiting  workers  from  Generation  X  is  key.  Armed  with  a  new  set  of  career  go| 
the  Gen-Xer's  career  path  emphasizes  mobility  rather  than  longevity  —  making  empl 
retention  a  challenge. 

"Gen-Xers  move  around,  building  their  resumes  along  the  way,"  explains  Myrna  Mel 
sky,  president  of  ProGroup,  a  Minneapolis  diversity  consultancy.  Most  Gen-Xers  exd 
to  hold  many  jobs  and  to  have  multiple  careers,  according  to  a  survey  conductec 
F-O-R-T-U-N-E  Personnel  Consultants.  More  than  60  percent  of  those  aged  25  to  34 
they  would  probably  leave  their  job  for  a  more  challenging  one,  compared  with  47.5 
cent  of  those  aged  35  to  44. 

To  retain  a  Gen-X  workforce,  experts  suggest  offering  flexibility  in  job  assignm 
and  organizational  structure.  Gen-Xers  also  prefer  less-hierarchical  organizations 
seek  challenges  and  independence  in  work  assignments.  "Gen-Xers  like  to  have  a  c 
sense  of  purpose  and  be  left  to  accomplish  tasks  on  their  own,"  Marofsky  says. 


' 


Employee  Longevity 


(Ages) 

Respondents  who  said  it  would  take  very  little  to  leave  current  job 
Respondents  who  would  consider  changing  jobs  for  salary  increase 
Respondents  who  would  consider  changing  jobs  for  more  challenging  one 

Source:  F<W?-T-U-H£  Personnel  Consultants  Workforce  Study.  1999 
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Zebras  never  wonder  if  they're 
white  with  black  stripes.  Or 
black  with  white  stripes.  They 
work  together  so  they  won't  be 
lunch  for  a  lion.  Join  us  and 
work  side  by  side  with  seasoned 
professionals.  Together,  we  can 
help  you  earn  your  stripes. 
www.ey.com 
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diverse  physician  constituencies. 

"Senior  management  is  the  driver 
behind  Pfizer's  commitment  to  diversi- 
ty and  workforce  inclusion.  Our  goal  is 
to  create  the  kind  of  environment  that 
will  make  people  feel  that  they  want  to 
spend  their  career  with  Pfizer.  This 
comes  first  and  foremost  from  good 
management,"  Schofield  concludes. 

Ernst  &  Young  Develops  Industry 
Awareness  Early  On 

For  professional  services  firm  Ernst  & 
Young  LLP  a  commitment  to  diversity 
is  solidly  in  place.  Lisa  Pals,  the  firm's 
national  director  of  recruiting,  notes 
that  potential  employees  have  diversi- 
ty issues  foremost  on  their  minds  when 
firms  come  to  campuses.  "Students 
today  have  more  choices,  and  they're 
asking  more  questions,"  says  Pals. 
"They  want  an  environment  that  has  a 
lot  to  offer,  whether  it  is  people  initiatives, 
gender  equity  or  work/life  balance." 
Ernst  &  Young  has  much  to  offer 
e  potential  employees,  says  Allen 
Boston,  national  director  of  the  Office 


of  Minority  Recruitment  and  Retention. 
"Our  environment  encourages  develop- 
ment of  all  of  our  people  and  looks  to 
value  their  contributions.  This  is  also  a 
business  imperative,"  adds  Boston, 
"because  with  the  firm's  global  pres- 
ence, we  need  to  be  as  diverse  as  the 
various  cultures  we  serve." 

Last  year,  the  number  of  minorities 
joining  Ernst  &  Young  accounted  for 
approximately  25  percent  of  new  hires, 
and  about  half  of  new  hires  were 
women.  Outreach  to  these  candidates 
begins  early  —  in  some  cases,  during 
high  school,  says  Boston  (see  sidebar). 

At  the  same  time,  Boston  notes, 
ethnic  minorities  represent  only  5  per- 
cent of  the  total  number  of  CPAs  in  the 
U.S.  To  promote  the  vast  opportunities 
within  the  profession,  last  year  Ernst  & 


Young  instituted  an  innovative  program 
called  "Your  Master  Plan."  The  firm  has 
teamed  with  the  University  of  Notre 
Dame  and  the  University  of  Virginia  to 
create  a  unique  master's  degree  pro- 
gram that  principally  draws  promising 
non-accounting  majors  to  the  firm  by 
sponsoring  them  in  Masters  of 
Accounting  programs.  The  course 
work  is  done  via  satellite  courses 
during  the  school  year  and  on  college 
campuses  during  the  summers.  At 
the  same  time  they  are  enrolled  at 
the  university,  these  students  are  also 
working  at  Ernst  &  Young. 

"The  Your  Master  Plan  program  offers 
the  firm  a  unique  opportunity  to  expand 
its  recruitment  of  minorities  and  to  fur- 
ther reduce  the  financial  roadblocks 
many  minorities  face  while  pursuing 


Ernst  &  Young  Provides  Mentors  to  Budding  Talent 

As  part  of  its  effort  to  reach  out  to  students  at  an  early  age,  Ernst  &  Young  LLP 
established  a  unique  mentoring  program  in  Chicago  to  attract  young  minority  tale 
the  professional  services  field.  Ernst  &  Young  is  partnering  with  a  local  magnet  scl 
Whitney  Young,  to  offer  the  program. 

According  to  Allen  Boston,  Ernst  &  Young's  national  director  of  minority  recruitr 
and  retention,  the  firm  leverages  the  work  of  various  organizations  to  identify  e> 
tionally  talented  high  school  students.  "When  our  Chicago  office  contacted  officia 
Whitney  Young  to  discuss  the  proposed  program,  the  faculty  was  elated,"  says  Bos 
Once  students  are  selected,  they  are  brought  into  the  firm's  Chicago  office  with 
parents  and  briefed  on  the  professional  services  field. 

Each  student  is  matched  with  an  Ernst  &  Young  mentor,  who  is  a  senior  manager 
several  years  of  tenure  at  the  firm.  Mentors  keep  in  touch  with  the  students  throug 
the  school  year.  "Our  goal  is  to  get  the  students  to  start  thinking  about  pursuing  a  I 
ness  major  and  to  give  them  a  sense  of  what  a  Big  Five  firm  has  to  offer,"  says  Jane 
gory,  Ernst  &  Young's  director  of  campus  recruiting  for  the  Lake  Michigan  area.  By  d 
this,  says  Boston,  "we  have  made  contact  with  a  highly  talented  individual,  and 
knows  where  that  can  lead  in  the  business  world?  Once  they're  in  the  marketplace, 
have  a  clear  understanding  of  us  and  what  we  do  —  that's  a  win-win  for  everyone." 


Hi 


whether  he's  White  ? 
Or  African-American  ? 

whether  she's  Asian? 
Or  Hispanic? 

whether  he's  Straight? 
Or  Gay? 

Not  at  Dun  &  Bradstreet. 

We  believe  people's  differences  are 

our  strengths,  their  ideas  our  assets. 

The  infinite  potential  of  the  human  being -we  see  it  in 
everyone  who  works  at  Dun  &  Bradstreet  and  Moody's 
Investors  Service.  Because  we've  seen  great  ideas  come 
from  the  most  junior  person  on  the  team.  From  a  telecom- 
muting parent.  From  people  of  every  religion,  culture  and 
background.  It  just  makes  good  business  sense:  a  company 
where  people  feel  included  and  valued  is  a  company  that 
is  ready  to  solve  its  customers'  business  challenges.  We're 
always  striving  to  be  a  better  company  to  work  for,  and  a 
better  company  to  do  business  with.  That's  what  matters 
at  The  Dun  &  Bradstreet  Corporation. 
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higher  education,"  says  Boston.  "Nearly 
25  percent  of  the  100  participants  in 
this  program's  first  year  were  minori- 
ties." He  adds  that  next  year,  approxi- 
mately 200  students  will  be  recruited 
for  this  effort.  "We  believe  this  program 
is  very  helpful  in  keeping  minority  stu- 
dents interested  in  public  accounting 
and  in  the  firm." 

Mercedes-Benz  USA  Promotes 
Diversity  From  the  Top  Down 

Attracting  and  retaining  top  talent,  as 
well  as  a  desire  to  sell  vehicles  to  a 
new  generation  of  buyers,  are  the 
motivations  behind  the  diversity  strat- 
egy at  Mercedes-Benz  USA,  Inc. 
(MBUSA).  Says  Paul  Halata,  president 
and  CEO,  "A  multicultural  workforce 
and  a  business  strategy  that 
embraces  diversity  as  an  asset  are 
essential  if  we  are  to  understand  the 
needs  of  an  increasingly  multicultural 
consumer  base." 

This  message  of  inclusion  is  being 
communicated  to  potential  recruits  at 
national  conferences  of  organizations 
such  as  the  National  Black  MBA  Asso- 
ciation and  the  National  Society  of 
Hispanic  MBAs.  Halata  says  that  such 
outreach  is  critical  to  the  company's 
competitiveness.  "A  diverse  workforce 
is  vital  to  companies  that  want  to 
compete  in  the  new  marketplace,"  he 
says.  "Consumers  are  sawier  —  they 
don't  just  look  at  the  product,  they 
look  at  who  is  behind  the  project. 
Partnerships  with  these  organizations 
enable  us  to  build  upon  our  workforce 
of  capable,  motivated  achievers." 


To  cultivate  technical  talent  and  to 
respond  to  the  low  level  of  unemploy- 
ment, MBUSA  has  established  its 
Automotive  Technician  Program.  The  ini- 
tiative will  target  diverse  populations 
and  women  for  careers  in  technology. 

The  company  also  supports  the 
National  Urban  League  and  The  Col- 
lege Fund/UNCF,  as  well  as  local 
groups  near  its  New  Jersey  head- 
quarters. "The  expectations  of  con- 
sumers go  beyond  the  purchase  of 
our  product,"  says  Halata.  "Research 
shows  that  consumers  look  to  see 
how  companies  contribute  to  the  com- 
munities in  which  they  conduct  busi- 
ness. Also,  employees  are  proud  to 
work  for  a  company  that  demon- 
strates corporate  responsibility." 

As  companies  strive  to  attract  and 
retain  the  best  in  today's  competitive 
labor  market,  valuing  diversity  can 
swing  the  pendulum  in  a  company's 
favor.  "If  the  culture  doesn't  support 
diversity,  productivity  is  affected,  morale 
is  affected,  how  much  an  employee 
contributes  to  the  company  is  affected 
—  and  the  employee  will  react  to  how 
he  or  she  is  treated  within  the  culture," 
says  Judy  Foritano,  senior  consultant  at 
BNA  Communications.  Foritano  adds 
that  a  strong  diversity  strategy  cuts 
down  on  turnover,  which  is  costing  com- 
panies real  dollars,  "whether  they  want 
to  admit  it  or  not." 

We  will  share  the  views  of  corporate 
leaders,  who  are  insisting  that  diversi- 
ty strategies  are  linked  to  bottom-line 
results,  in  Part  II  of  our  series  in  the 
September  18,  2000  issue  of  FORBES. 
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|     Recommended  equipment:  Ford  Excursion. 
\     Ultimate  people-carrying  and  gear-stowage 

(most  interior  room  in  its  class)  and  towing  capability  (up  to  5  tons). 

Rear  Tri-Panel™  Doors  designed  for  unobstructed  rear  view. 

(Keep  an  eye  on  what  you  tow.) 
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We  bring  people  together. 


We  maximize  success  for  everyone. 

We  create  a  balance  between  work  and  life. 


What  do  you  do  in  your  world? 
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At  Ford  Motor  Company,  we  do  a  lot  of  amazing  things.  From 
innovations  in  alternative  fuels  to  efforts  in  helping  our  communities, 
we  strive  to  be  the  best  in  all  our  endeavors. 

And  supporting  our  professionals  is  no  exception. 

Through  the  Ford  Employee  Resource  Groups,  we  offer  our 
employees  an  unparalleled  network  of  communication,  knowledge 
and  balance  in  their  careers  -  and  their  lives. 

Currently,  our  Resource  Groups  include: 

•  Ford-Employee  African  American  Network  (FAAN) 

•  Ford  Asian  Indian  Association  (FAIA) 

•  Ford  Chinese  Association  (FCA) 

•  Ford  Finance  Network  (FFN) 

•  Ford  Parenting  Network  (FPN) 

•  Gay,  Lesbian  or  Bisexual  Employees  (GLOBE) 

•  Ford  Hispanic  Network  Group  (F-HNG) 

•  Professional  Women's  Network  (PWN) 

•  Women  in  Finance  (WIF) 

Join  Ford  Motor  Company,  and  join  a  family  of  professionals 
dedicated  to  pushing  the  limits  of  success  -  and  supporting  each  other 
every  step  of  the  way.  For  more  information  on  opportunities  at  Ford 
visit  our  web  site  at  www.careers.ford.com 
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By  choice,  we  are  an  Equal  Opportunity  Employer  committed  to  a  culturally  diverse  workforce. 
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Portfolio  Strategy  By  Kenneth  L.  Fisher 

Break  Their  Crystal  Balls 


HOW  IS  IT  BEST  TO  FORECAST?  CAREFULLY  ANALYZE 
what  the  market  pros  say.  Then  know  that  won't 
happen.  Think  I'm  kidding?  The  broad  consensus 
of  professionals  as  a  group  is  always  wrong.  So  fig- 
ure out  what  it  is  and  discard  it.  Consider  all  other 
ossibilities  and  use  historical  analysis,  market  theory  and 
ood  data-crunching  to  eliminate  as  many  others  as  you 
in.  What  you  can't  eliminate  is  most  likely. 

Although  not  perfect,  my  record  using  this  method  has 
een  pretty  good.  Twice,  in 
995  and  1999,  I've  had  the 
ingle  most  accurate  S&P  500 
rojection  of  any  nationally 
ublished  forecaster.  While 
jme  of  my  forecasts  were 
ride  of  the  mark,  my  method 
as  never  put  me  or  you  on 
le  wrong  side  of  the  market, 
or  2000, 1  see  a  flat  S&P. 

How  can  you  game  profes- 
ionals'  forecasts?  You  can't  access  most  of  them,  but  an  easy 
I  roxy  is  Business  Week's  annual  market  forecast  page  in  each 
ear's  final  issue.  It  gives  50  pros'  forecasts  for  the  S&P  500 
?r  the  next  year.  Usually,  almost  all  of  them  are  wrong. 

Why?  By  the  time  forecasts  are  made  public,  the  opin- 
)ns  behind  them  are  priced  into  the  market,  meaning  they 
an't  work.  The  market  is  the  Great  Humiliator,  and  it  en- 
)ys  chomping  professionals  more  than  you  because  we  pros 
re  visible,  supposedly  knowledgeable  and  on  record. 

Envision  a  bell  curve.  As  1999  started,  47%  of  the  fore- 
asters  in  the  Business  Week  survey  foresaw  the  S&P  return- 
ing between  0  and  10%.  And  30%  expected  a  return  be- 
Nveen  0  and  -10%.  So  77%  were  saying:  "Up  a  bit  or  down 
bit."  There  were  continuous  calls  above  and  below  these, 
ut  big  holes  existed,  with  no  forecasts  at  all  from  15%  to 
3.5%,  and  from  -10%  to  -20%.  Above  and  below  the  holes 
/ere  thin  streams  of  outliers.  That  left  those  two  big  holes  as 
J  tie  only  real  possibilities. 

I  used  history  to  eliminate  the  negative  hole.  For  exam- 

■le,  the  third  year,  of  a  presidential  term  never  goes  massively 

I  legative.  And  years  starting  with  an  ultrahigh  P/E  have  never 

lone  double-digit  down.  With  a  few  more  ditties  like  those, 

wiped  out  the  -10%  to  -20%  hole.  Hence,  1999's  most 

I  kely  outcome  was  in  the  15%-to-23.5%  range. 

But  2000  brought  the  biggest  shift  in  professional  senti- 
ment in  a  decade,  swinging  massively  bullish.  Fully  46%  of 
[11  forecasters  came  out  for  a  10%-to-20%  S&P  return.  A 
j  mattering  anticipated  negative  returns.  There  are  a  whop- 


So  where's  the 

market  going?  The 

broad  consensus 

of  forecasters  is 

always  wrong. 


ping  six  holes  in  the  forecast  range:  21%  to  28%,  -2%  to  4%, 
-4%  to  -10%,  -20%  to  -30%  and  no  one  above  28%  or 
below  -30%.  To  soothe  the  Great  Humiliator,  the  outcome 
must  be  in  one  of  the  six.  But  which? 

I  may  be  wrong.  Picking  among  six  is  much  tougher 
than  picking  between  two.  I  ruled  out  the  two  entirely  in 
negative  territory.  The  reasoning  is  similar  to  1999's.  The 
fourth  year  of  a  presidency  never  goes  down  big.  And  the 
ultrahigh  P/E  argument  remains  valid.  The  only  hole  I 

couldn't  knock  out  was  the 
one  around  a  flat,  essentially 
0%  return.  That  became,  by 
default,  my  forecast. 

The  same  methodology, 
which  I  call  behavioral-based 
forecasting  because  it  derives 
from  forecasters'  behavior, 
leads  me  to  think  Europe  (ex- 
cept Great  Britain)  and  Japan 
will  do  better  this  year  than 
the  S&P  500.  And  technology  ("1980  Revisited,"  Mar.  6  )  will 
turn  negative  later  this  year.  I  do  this  based  on  a  lot  more 
forecasts  than  just  the  Business  Week  survey  and  for  lots  of 
indexes.  But  needing  to  survive  the  Great  Humiliator,  I'm  a 
chicken  and  would  never  forecast  without  having  everyone 
else  stick  their  sentiments  and  necks  out  first. 

Speaking  of  sentiment,  last  month's  technology  column 
generated  more  hate  mail  than  any  column  I've  done  since 
1990  and  1991,  as  our  market  was  bottoming  and  heading 
sky-high.  If  you  want  to  make  me  cocky,  keep  that  hate  mail 
flowing  hot  and  heavy.  I  love  it. 

I  like  Continental  European  and  Japanese  stocks,  espe- 
cially those  available  as  depositary  receipts.  Three  from 
France  are  Pechiney  (25,  PY,  www.pechiney.com),  Alstom 
(23,  ALS,  www.alstom.com)  and  Groupe  Danone  (35,  DA, 
www.danonegroup.com).  The  three  give  you  everything 
from  basic  materials  like  aluminum,  to  heavy  equipment 
and  power  generation,  to  consumer  products  like  Evian, 
Dannon  Yogurt,  Lea  8c  Perrins  and  San  Miguel  beer. 

From  Japan:  Ito  Yokado  (65,  IYCOY,  no  Web  site),  Kirin 
(123,  KNBWY,  www.kirin.co.jp),  Kubota  (61,  KUB,  www. 
kubota.co.jp/english),  Nippon  Telegraph  (68,  NTT, 
www.ntt.co.jp)  and  TDK  Corp.  (Ill,  TDK,  www.tdk.co.jp). 
These  stocks  span  retailing,  beverages,  heavy  equipment, 
telecommunications  and  technology.  F 
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Kenneth  L.  Fisher  (kenfisher@fi.com)  is  a  Woodside, 

Calif.-based  money  manager. 

Visit  his  forum  at  www.forhes.com/columnists/fisher. 

FORBES"  April  3,  2000      197 


MfiMOJLliDtEiUMiL 


Stock  Trends  By  Robert  S.  Salomon  Jr. 

Buy  Bonds 


BONDS  HAVE  BEEN  A  ROTTEN  INVESTMENT  SINCE 
the  beginning  of  1999.  Yields  this  high  and  prices 
this  low  were  a  shock  after  the  mostly  good  run 
that  fixed-income  securities  enjoyed  in  the  previ- 
ous 17  years.  The  only  good  performer  lately  is  the 
30-year  Treasury,  now  rallying  in  response  to  the  govern- 
ment's plan  to  shrink  issuance  and  buy  back  long  bonds. 

The  poor  showing  of  other  bonds  reflects  the  domestic 
economy's  incredible  strength,  bond  buyers'  fear  that  this 
portends  inflation  and  the 
Federal  Reserve's  preemptive- 
strike  rate  hikes.  Oil  prices 
have  already  tripled,  and  it's 
only  a  matter  of  time,  the  rea- 
soning goes,  before  the  Con- 
sumer Price  Index  follows 
suit.  A  surging  stock  market 
proved  to  be  a  magnet  for  in- 
vestment dollars.  No  wonder 
people  say:  "I  hate  bonds." 

And  when  your  friends  are  saying  they  hate  an  invest- 
ment is  just  when  you  should  be  taking  a  look  at  it. 

Look  for  a  strong  bounce-back  from  the  bond  market's 
funk  when  the  Energizer  Bunny  economy  slows,  which 
should  happen  by  the  fall.  A  few  more  rate  increases,  ending 
in  the  summer  around  political  convention  time  so  the  Fed 
won't  be  a  general-election  issue,  will  accomplish  the  brak- 
ing nicely.  Helping  out  will  be  higher  oil  prices,  whose  effect 
is  the  same  as  raising  taxes,  and  a  correcting  stock  market. 

Here's  another  signal  of  what's  ahead:  an  inversion  of 
the  Treasury  yield-curve  between  two  and  ten  years.  As  of 
this  writing,  the  two-year  is  yielding  6.51%  and  the  ten-year 
only  6.38%.  Inversion  has  tended  to  occur,  history  teaches, 
around  troughs  in  bond  prices  and  peaks  in  yields. 

Why  will  the  slowdown  take  until  fall  to  occur?  The 
economy,  like  a  supertanker,  needs  a  while  to  slow  its  mo- 
mentum. The  six-month  lag  gives  you  time  to  act.  Now  is 
the  time  to  get  into  bonds,  while  they're  cheap. 

One  way  to  get  them  is  through  closed-end  bond  funds. 
They  have  been  especially  hurt,  and  not  only  by  declining 
bond  prices.  These  funds — fixed  pools  of  bonds  that  trade  on 
public  exchanges  as  stocks — also  have  suffered  a  swing  from 
premiums  to  discounts  to  their  net  asset  values.  And  this 
brings  us  to  another  signal,  peculiar  to  closed-end  funds,  that 
predicts  market  performance:  Most  sell  at  premiums  when 
the  market  is  nearing  a  peak  and  at  discounts  when  the  re- 
verse is  true.  Today's  discounts  foreshadow  a  low  point. 

(.  Josed-end  ft  nds  have  an  advantage  cr  or  their  open-end 


Closed-end  bond 
funds  are  the  best 

way  to  play  the 

upcoming  rebound 

in  bonds. 


peers.  With  a  set  collection  of  assets,  closed-end  manage 
need  not  worry  about  the  ebb  and  flow  of  investment  dolla 
They  can  focus  on  managing  the  investments.  Open-ei 
managers,  however,  must  handle  cash  flow,  as  money  pou 
in  at  the  top  and  drains  out  at  the  bottom.  Right  now,  the/ 
beset  by  net  redemptions,  which  means  managers  must  con 
up  with  the  cash  to  pay  off  departing  investors.  That  sor 
condition  forces  them  to  sell  bonds  into  a  poor  market. 
The  reverse  is  true,  too.  When  more  investors  pile  in 

an  open-end  fund  than  pi 
out  because  the  market 
rocking,  managers  must  pi 
the  fresh  money  to  use  1 
buying  pricey  bonds. 

Two  funds  I  particular 
like  are  Emerging  Markets  It 
come  Fund  (12,  EMD)  and  tl 
Salomon  Brothers  High  Incon 
Fund  II  (11,  HIX).  They  bol 
trade  on  the  NYSE  at  discoun 
in  the  neighborhood  of  10%  to  their  net  asset  values.  Tl 
discounts,  coupled  with  the  fat  current  yields  (both  nei 
14%),  take  the  sting  out  of  the  funds'  stiff  expense  ratic 
(HIX,  1.32%;  EMD,  1.85%). 

Because  of  the  high  current  income,  you  are  probably  be 
off  holding  these  in  a  tax-deferred  account.  If  you  do  invest 
a  taxable  account,  you  are  at  least  sheltered  a  bit  on  the  cap 
tal  appreciation  side.  Both  funds  have  loss  carryovers  — $2. 
per  share  for  EMD  and  $1.24  for  HIX— that  will  enable  the 
portfolio  managers  to  trade  out  of  winning  bonds  withoi 
creating  taxable  gains  that  have  to  be  paid  out.  Understan 
though,  that  these  carryforwards  only  benefit  someone  wh 
buys  and  then  holds  a  long  time.  If  the  bond  market  ralli 
and  you  sell  the  fund,  your  capital  gain  is  fully  taxable. 

These  funds  are  risky.  First,  they  invest  in  emerging  ma 
ket  debt  and  junk  bonds.  The  junk  defaults  of  the  early  199( 
and  the  more  recent  implosions  overseas  weren't  pretty.  An 
second,  both  funds  employ  ample  leverage  that  curren 
stands  at  20%  of  investment  assets  for  EMD  and  1 1%  for  HI) 
On  the  other  hand,  the  leverage  the  funds  employ  is  at 
favorable  spread,  meaning  the  borrowing  cost  is  substan 
tially  lower  than  the  current  yield  on  the  holdings. 

If  the  bond  market  rebounds  as  I  expect,  you  could  g^ 
cumulative  total  returns  of  40%  to  50%  from  these  fund 
over  the  next  two  years. 


□ 


Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford, 
(  onn. -based  ST1  Management.  Research  analyst:  Deborah  H. 
Tarasow.  Visit  lus  forum  at  www.forbes.com/salomon. 
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Go  to  the  source. 

iUPERCOMM  2000  gives  you  the  complete  lowdown  on 
aster  downloads. 

}ur  Enterprise  Communications  Zone  offers  the  broadest  range 
)f  broadband  solutions  for  your  company:  DSL,  cable,  wireless 
ind  satellite.  In  addition,  you'll  find  answers  for  users'  demands 
hroughout  our  450,000-net-square-foot  exhibit  floor. 

vlany  of  our  240+  free  and  fee-based  education  sessions  are 
ilso  geared  to  bandwidth  expansion. 

y/lost  importantly,  you'll  know  you're  not  alone.  At  SUPERCOMM, 
'ou'll  get  to  meet  with  other  business  leaders  striving  to  balance 
tesktop  requests  with  bottom-line  requirements. 

io  win  the  battle  for  bandwidth.  Go  to  SUPERCOMM  2000, 
une  4  -  8,  Atlanta,  Georgia.  For  more  information  or  to  register, 
'isit  us  now: 

i/vww.supercomm2000.com/enterprise 


Explore  the  Whole  World  of  Communications 


UPERCOMM 
'ublication  Partner 
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Stock  Trends  By  Laszlo  Birinyi  Jr. 

Phony  Rules 


f .?  i  ■ 


WHENEVER  I  HEAR  A  RULE  OF  MARKET 
behavior  trotted  out,  I  shake  my  head.  Re- 
cent events  show  that  many  of  these  notions 
simply  aren't  valid,  especially  when  they're 
cited  as  signs  that  the  bull  market  is  soon 
going  to  expire. 

A  lot  of  these  rules  have  about  as  much  statistical  va- 
lidity as  the  Super  Bowl  theory:  If  a  National  Football 
Conference  team  wins,  we're  in  for  a  good  market  year;  if 
an  American  Football  Con- 
ference team  wins,  a  bad  one. 

The  roadside  is  littered 
with  discredited  rules  about 
the  market.  Let's  look  at  the 
one  holding  that  strong  mu- 
tual fund  buying  signifies  a 
market  top.  The  thinking: 
When  the  average  person 
wakes  up  to  a  roaring  market 
and  jumps  into  funds,  it's 
overpriced  and  ready  to  topple.  Well,  1995  had  robust  fund 
buying.  If  you  pulled  out  of  the  market  then,  you  would 
have  missed  four  spectacular  years. 

And  everyone  knows — or  did  until  1999 — that  actively 
managed  mutual  funds  don't  beat  the  S&P  500.  Believe  in 
that  shibboleth  and  you  missed  a  magnificent  opportu- 
nity. Last  year  the  S&P  rose  21%  and  diversified  equity 
funds  28%.  That's  quite  a  difference,  as  numbers  I 
crunched  made  clear:  If  all  3,800  actively  managed  do- 
mestic funds  had  merely  matched  the  S&P  in  1999,  they 
would  have  made  $60  billion  less  than  they  actually  ended 
up  making. 

The  truth  is  that  you  can  find  a  half-baked  theory  to 
support  any  conclusion.  Like  the  one  originating  in  the 
early  1990s  that  cyclical  stocks  do  well  during  a  bull  mar- 
ket's last  days.  Check  out  the  performance  of  papers, 
chemicals  and  industrials  lately.  These  stocks  are  in  sorry 
shape,  so  it  must  follow  that  the  bull  has  a  few  more  laps 
to  run,  right? 

Do  bad  Januarys  foretell  bad  years?  Today,  that's  the 
contention  you  hear  the  most.  And  did  we  ever  have  a  bad 
January,  not  to  mention  bad  weeks  since.  But  the  January 
rule  is  hardly  a  universal  truth.  In  fact,  investors  are  over- 
looking the  first  part  of  the  January  axiom:  As  the  first 
five  days  of  January  go,  so  goes  January.  Obviously,  that 
didn't  work  this  year  as  the  first  five  days  were  up  0.2%.  So 
why  are  we  to  believe  that  the  second  part  will  work  either? 

Another  notion  that's  big  nowadays — it  comes  from 


Disregard 

nonsensical 

notions  like  a  bad 

January  meaning 

a  bad  year. 


no  less  than  Alan  Greenspan — extends  beyond  market  be 
havior  to  the  wider  economy.  Yet  market  behavior  doe 
much  to  destroy  it.  Greenspan's  contention:  If  things  ar 
too  good,  individuals  will  spend  too  much  and  inflatio 
will  ignite.  Unfortunately,  depressed  retail  stocks  hardl 
forecast  a  surge  in  spending.  Airline  and  travel  stocks  cer 
tainly  don't  either,  and  housing  stocks  are  subdued,  to  sa 
the  least. 

Pointing  out  these  fallacies  isn't  popular  because  the 

come  from  esteemed  people 
On  Wall  Street,  as  at  parade; 
it  is  considered  impolite  t 
note  that  the  emperor  isn' 
really  well  garbed. 

I  have  lost  more  than  on 
friend  and  client  by  notin 
that,  while  he  might  be  enter 
taining  and  insightful  or  pro 
duce  interesting  graphs,  he' 
dead  wrong.  The  reality  i 
that  the  business  of  Wall  Street  should  be  making  mone) 
not  friends. 

My  conclusion:  The  market  will  get  over  its  discom 
fort  and  move  higher.  And  once  again  it  will  be  the  sam 
old  names  in  technology,  finance  and  selected  other  con 
sumer  issues  leading  the  way.  Look  for  the  market  jubile 
to  broaden  once  investors  get  over  Fed  Chairmai 
Greenspan's  temporary  pall. 

For  true  investors,  paper  stocks  are  notable.  In  the  pas 
few  weeks  there  have  been  several  takeover  announcements 
in  particular  the  plan  of  Finland's  UPM-Kymmene  Oyj  t< 
acquire  Champion  International.  A  number  of  paper  com 
panies  have  announced  major  buybacks.  They  are  cheaj 
by  any  traditional  benchmark.  International  Paper  (34,  IP 
is  the  obvious  choice,  with  Weyerhaeuser  (51,  WY)  an< 
Georgia-Pacific  (34,  GP)  only  a  half-step  behind. 

And  speaking  of  overlooked,  several  technology  stock 
have  not  participated  of  late,  notably  IBM  (106,  IBM)  anc 
Microsoft  (99,  MSFT").  They  are  still  there  and  I  am  com 
fortable  with  them.  Nokia  (212,  NOK)  is  a  must  buy  fo 
those  with  a  long-term  frame  of  mind. 

I  last  recommended  Texas  Instruments  (176,  TXN)  in  m; 
Jan.  24  column.  If  you  acted  on  it,  stay  with  this  one.  TI  stil 
has  more  to  go,  but  it  is  too  pricey  at  these  levels.  Let  it  di 
gest  its  recent  gains  before  committing  new  funds.  I 


□ 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport, 
Conn,  -based  financial  consulting  firm.  Visit  his  forum  at 
www.forbes.  com/birinyi. 
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ADVENTURE 

Raucous  packs  of 
in-line  skaters  are 
commandeering  city 
streets  all  over 
the  world. 

BY  ANN  MARSH 

IT  WAS  AN  OTHERWISE 
calm  Friday  evening 
along  Montana  Av- 
enue in  Santa  Mon- 
ica, Calif.  I  was 
strolling  with  a  friend  past 
the  chic  outdoor  cafes  when 
suddenly — whoosh!  Dozens 
of  brightly  clad  nutters  on 
in-line  skates  suddenly  shot 
by  to  the  wild  strains  of 
"Ride  of  the  Valkyries"  blar- 
ing from  a  boom  box  on  the 
ringleader's  back. 

It  looked  exhilarating 
and  slightly  dangerous  at  the 
same  time — Marlon  Brando 
and  the  Wild  Ones  with 
smaller  wheels  and  day  jobs. 
"Who  are  you?"  we  yelled, 
but  they  were  moving  too 
fast  to  chat.  If  you  want  to 
know  about  these  charac- 
ters, you're  supposed  to  go 
to  fridaynightskate.org. 

Fast  forward  a  couple  of 
weeks.  This  time  it  was  me 
standing  on  top  of  Montana 
Avenue  with  the  same  pack  of  40-odd 
breathless  revelers.  Some  carried  flash- 
ing red  reflectors,  one  wore  a  helmet  fes- 
tooned with  white  Christmas  lights.  We'd 
already  skated  some  seven  miles  at  this 
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Like  Brando 
and  the  Wild 
Ones  but  with 
smaller  wheels 
and  day  job&__ 


point,  provoked  a  police- 
man who  blasted  his  horn 
at  us  and  stopped  traffic  as 
startled  onlookers  yelled 
encouragement. 

Montana's  steep  slope 
fell  away  before  us  at 
20mph,  making  it  prob- 
lematic to  stop  for  red 
lights.  Our  leader,  Christo- 
pher,  punched   on   the 

Wagner,  and  we  moved  on.  I  giggled 

from  nerves.  So  did  Craig,  the  bad-boy 

mortgage  broker  next  to  me. 

Fueled  by  the  Internet,  this  scene  gets 

repeated  in  cities  all  over  the  world  on 


any  given  night  of  every  week.  Not  only 
does  the  Web  provide  a  means  of  rallying 
disparate  groups  of  skaters  through  e- 
mail  lists,  it  lets  them  know  where  and 
how  to  assemble. 

Paris  is  the  big  daddy  of  pack  blad 
ing.  On  Friday  nights  an  average  ol 
20,000  skaters  stampede  past  the  Place 
de  la  Concorde  and  the  Eiffel  Tower 
They  even  get  a  police  escort. 

These  excursions  exclude  no  one. 
"The  idea  of  skating  at  night  never  oc- 
curred to  me.  It  seemed  sort  of  ridicu- 
lous," says  Nathaniel  Antler,  a  61 -year- 
old  San  Diegan.  Antler  had  never  donnedl 
blades  until  a  fifty-something  neighboi 


oaxed  him  into  them  a  few  years  back. 
)n  his  first  time  out  he  completed  a  20- 
lile  night  skate  in  San  Diego,  from  the 
each  to  downtown.  "I  was  hooked,"  says 
jitler.  "As  far  as  a  late-life  crisis  goes,  it's 
little  more  fun  and  a  lot  less  dangerous 


han  a  motorcycle  or  a  mistress." 

It  all  started  ten  years  ago  in  San 
■rancisco.  A  group  of  skaters  led  by  pied 
riper  David  (D)  Miles  began  skating  the 
tbandoned  stretches  of  the  Embarcadero 
:reeway  shortly  after  the  1989  earth- 
juake.  After  the  highway  was  demolished 
n  1991  Miles  and  his  followers  took  to 
he  streets  and  showed  the  rest  of  the 
vorld  how  to  do  it. 

Every  Friday  Miles  and  several  hun- 
Ired  "Midnight  Rollers"  still  assemble  at 
he  Ferry  Building,  and  head  to  Ghi- 
ardelli  Square,  the  Palace  of  Fine  Arts 
ind  beyond.  Mercifully,  the  route  avoids 
he  city's  steep  hills,  but  it's  still  taxing. 


Regulars  like  Tsutomu  Shimomura 
wouldn't  miss  it.  He's  the  Web  sleuth 
famed  for  tracking  down  hacker  Kevin 
Mitnick.  There's  a  vaguely  cultish  un- 
dertone to  the  San  Francisco  skate.  At  its 
peak  it  draws  700  bladers,  making  it  the 
biggest  pack  skate  in  the  U.S.  Says  Miles, 
"It's  a  movement." 

On  the  Friday  of  my  first  night  skate, 
the  crew  of  40  gathers.  Every  age  is  rep- 
resented. Christopher  straps  on  a  home- 
made harness  he's  rigged  with  a  car 
stereo  and  a  couple  of  computer  speak- 
ers, and  we're  rolling  toward  Venice 
Beach  on  the  wings  of  K.C.  and  the  Sun- 
shine Band  ("Do  a  little  dance,  make  a 
little  love!"). 

I  haven't  skated  for  three  years,  but 
my  rustiness  vanishes  as  I  pick  up  the 
rhythm  of  the  group.  An  experienced 
blader  encourages  me  to  hang  on  to  his 
waist  as  we  hurtle  down  into  Santa  Mon- 
ica Canyon.  Next  time  solo,  I  promise 
myself.  Two  people  take  mild  spills.  One 
girl  gets  her  foot  stuck  in  a  sewer  grate. 
On  the  whole,  injuries  are  rare,  although 
helmets  and  wrist  guards  are  strongly 
recommended. 

Thomas  Grosspietsch,  an  art  director 
for  Leo  Burnett  in  Chicago  and  a  devoted 
night  skater  there,  braved  a  monstrous 
Paris  skate  last  summer  with  65  other 
Americans.  One  of  his  friends  timed  how 
long  it  took  the  pack  to  roar  past  at  full 
tilt:  20  minutes.  Earlier  that  same  week 
the  Pari-rollers  had  taken  their  Ameri- 
can visitors  on  a  Monday  night  "boy-girl 
skate."  (Men  and  women  take  off  in  op- 
posite directions  and  the  boys  hunt 
down  the  girls.) 

This  got  Grosspietsch  thinking,  and 
he  is  now  organizing  themed  Friday 
night  skates  past  the  historic  sites  of  his 
native  city.  Upcoming  ones  will  include  a 
gangster  skate,  a  blues  skate  and  a  junk 
food  skate.  Last  summer  Grosspietsch  led 
a  skate  that  traced  the  entire  area  burned 
in  the  Great  Chicago  Fire.  And  of  course 
the  city's  historic  beer  halls  are  the  last 
stop  on  every  itinerary. 

All  of  which  demonstrates  that  while 
a  night  skate  provides  a  nifty  alternative 
to  the  pub,  it  doesn't  guarantee  you 
won't  end  up  there.  F 


Roller  World 

►  Paris,  France 

"Friday  Night  Fever" 

The  numbers:  28,000  on  peak  nights,  but  closer 

to  20,000  every  Friday. 

The  pace:  Rapide!  Reportedly  hitting  speeds 

of  up  to  20mph. 

The  route:  25  kilometers  past  Notre  Dame, 

the  Pompidou  Center,  the  Bastille  and  back 

to  the  starting  point  at  Place  d'ltalie. 

The  time:  10  p.m.  to  I  a.m. 

The  vibe:  Urban  chic— helmets  not  encouraged 

(toodorky-looking). 

pari-roller.com 

►San  Francisco,  Calif. 

"Midnight  Rollers" 

The  numbers:  700  on  peak  nights. 

The  pace:  Fast,  but  not  as  fast  as  Paris. 

The  route:  12  miles  from  the  Ferry  Building,  past 

Ghirardelli  Square  to  the  Palace  of  Fine  Arts, 

through  Union  Square  and  back  to  the  start 

(no  hills). 

The  time:  8  p.m.  to  11:30  p.m. 

The  vibe:  High-tech  festive.  Bring  your  cell  phone. 

http://web.cora.org/friday.html 

►Santa  Monica/Venice,  Calif. 

"Friday  Night  Skate" 

The  numbers:  40  to  50  people  every  first  and 

third  Friday  of  the  month. 

The  pace:  A  mellow  groove  with  plenty  of  stops 

for  stragglers  to  catch  up. 

The  route:  Just  under  nine  miles,  from  the 

Santa  Monica  pier  to  Venice. 

The  time:  8  p.m.  to  11:30  p.m. 

The  vibe:  A  funky  party  on  wheels. 

fridaynightskate.org 

►New  York,  N.Y. 

"The  Empire  Tuesday  Night  Skate" 

The  numbers:  15  to  50  people  every 

Tuesday  night. 

The  pace:  Medium  to  extremely  fast. 

The  route:  20  miles.  Route  varies. 

The  time:  8  p.m.  to  11:30  p.m. 

The  vibe:  Laid  back,  friendly.  No  music. 

Open  to  newcomers. 

empireskate  org  (or  call  the  skate  phone 

at  212-774-1774) 

►Chicago,  III. 

Wednesday  Night  Skate" 
The  numbers:  From  75  to  100  skaters. 
The  pace:  I5mph  to  20mph  in  the  front  of  the 
pack.  Slower  in  the  back. 
The  route:  II  to  12  miles  along  the  lakefront 
bike  path  (more  laid  back  than  the  monthly 
themed  skates). 

The  time:  6:30  p.m.  to  8:30  p.m. 
The  vibe:  A  rolling  meat  market. 
bworld.com/rjr  (to  get  on  to  group  e-mail  list) 
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Taking  the  Gloves  Off 


television|A  rough-and-tumble  boxing  documentary  wherein 
the  fighters'  toughest  bouts  take  place  outside  the  ring. 

BY  SUSAN  ADAMS 

rHE  HARDER  THEY  FALL,  RAGING 
Bull,  Rocky,  The  Hurricane,  Play 
It  to  the  Bone:  Hollywood  loves 
a  good  fight  picture — always  has,  al- 
ways will. 

But  the  best  fight  picture  you  will 
have  seen  in  a  long  time  doesn't  come 
out  of  Hollywood.  It's  a  gritty  slice  of 
the  real  thing  called  On  the  Ropes,  and 
it  airs  Tuesday  evening,  Apr.  4,  on  the 
cable  station  The  Learning  Channel. 
The  film  profiles  four  people  whose 
lives  center  on  the  New 
Bed-Stuy  Boxing  Center,  a 
dingy  bare-bones  gym  in 
the  heart  of  one  of  New 
York's  most  hope-deprived 
neighborhoods.  It  is  the 
same  gym  that  produced 
champion  Riddick  Bowe. 

It's  hard  to  imagine  a  screenwriter 
making  up  a  character  like  trainer 
Harry  Keitt,  a  neighborhood  survivor 
turned  saint.  In  his  youth  Harry  was 


himself  a  promising  boxer  wh 
sparred  with  Muhammad  Ali.  Bi 
Keitt  got  into  trouble  with  drug 
and  wound  up  in  prison  for  shooi 
ing  his  own  cousin.  Out  of  th 
joint,  he  dedicated  his  life  to  pre 
venting  the  Brooklyn  neighboi 
hood  of  Bedford-Stuyvesant  fror 
claiming  other  victims,  and  hi 
church  is  the  gym  where  he  help 
them  find  their  strength  an 
their  souls. 

Harry  is  a  mentor  for  Noel  San 
tiago,  a  lanky,  talented  teenager  wh 
grew  up  without  a  father  and  with 
mother  addicted  to  crack.  Harr 
pushes  Noel  to  keep  fighting,  to  g 
to  school,  to  work  hard.  But  Noel 
demons  don't  go  down  easy,  an 
though  he's  ecstatic  after  winning 
qualifying  round  in  the  Golde 
Gloves  amateur  boxing  competi 
tion,  he's  crushed  when  he  loses 
subsequent  match. 

George  Walton,  a  nimble  pow 
erhouse  who  looks  eerily  like 
young  Mike  Tyson,  is  the  gym' 
most  promising  fighter.  His  prob 
lem,  ironically,  is  his  own  bright  fu 
ture.  We  see  the  professional  boxin 


Living  Their  Work 

In  one  of  On  the  Ropes'  most  uplifting 
scenes,  struggling  teenager  Noel  Santi- 
ago wins  his  qualifying  round  at  the 
Golden  Gloves  tournament.  When  it  hap- 
pened, instead  of  carefully  filming  Noel's 
reaction,  codirector  Brett  Morgen  put 
down  his  camera,  burst  into  tears  and 
gave  Noel  a  bear  hug.  "I  love  that  kid!"  ex- 
claims Morgen. 

Filmmakers  Nanette  Burstein  and 
Morgen  make  no  apologies 
for  their  conspicuous  lack 
of  detachment.  Their  inspi- 
ration owes  less  to  tradi- 
tional journalistic  notions  of 
objectivity  and  more  to  such 
pioneering  documentarians 
as  Robert  Flaherty,  who  produced  the 
1920s  classic  Nanook  of  the  North  after 
spending  years  with  his  Eskimo  subjects. 
Burstein  and  Morgen  spent  seven  days  a 
week  with  the  boxers,  watching  TV,  play- 


ing videogames,  cooking  dinner.  It  didn 
matter  that  the  filmmakers  are  white  an 
come  from  privileged  backgrounds- 
Burstein,  29,  from  Buffalo  and  Morge 
31,  from  Santa  Monica. 

Burstein  first  got  the  idea  for  the  filr 
while  she  was  learning  boxing  from  Harr 
Keitt  at  his  Bed-Stuy  gym.  As  she  got  t 
know  Harry  and  his  fighters,  she  realize 
their  stories  had  the  makings  of  a  grip 
ping  movie. 

That  closeness  generated  more  per 
sonal  anguish  for  the  filmmakers  thai 
dispassionate  observers  usually  undergc 
But  it  had  its  grand  emotional  payoffs 
too.  The  producers  returned  to  the  gyn 
and  shot  a  satisfying  epilogue  for  thi 
month's  TLC  broadcast.  Without  givini 
away  the  best  part,  suffice  it  to  say  a  ro 
mance  has  blossomed  between  two  o 
the  central  characters.  Real  life  rarel 
gets  this  good.  —  S./ 
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sharks  circling,  and  he  breaks  our 
hearts  when,  inevitably,  he  leaves 
trainer  Harry  behind  to  join  the 
pro  circuit. 

Tyrene  Manson  is  the  film's  most 
inspiring  figure.  She's  also  the  most 
tragic.  A  Golden  Gloves  silver  medalist, 
she  is  working  her  heart  out  for  the 
gold,  but  she's  battling  huge  obstacles  at 
home.  Tyrene  is  the  legal  guardian  of 
her   two   teenaged   cousins,   whose 


mother  died  of  AIDS.  The  father  of  one 
of  the  girls  is  an  addict  with  HIV  who 
deals  drugs  out  of  their  home.  When 
the  police  raid  Tyrene's  house  and  find 
contraband,  they  slap  her  with  a  felony 
drug  charge. 

The  film  recognizes  that  boxing  of- 
fers a  way  to  channel  the  rage  and 
frustration  that  are  natural  by-prod- 
ucts of  a  life  in  Bed-Stuy.  But  the  rage 
and  frustration  siphoned  off  by  day 


build  up  again  every  night.  But  th< 
fighters  don't  quit.  The  discipline  anc 
stamina  required  to  triumph  in  th< 
ring  really  do  have  a  spiritual  dimen- 
sion. A  lucky  thing.  These  fighter; 
need  all  the  help  they  can  get  as  the) 
wage  the  much  tougher  batdes  outsidf 
the  ring. 

Hollywood  has  taken  note  of  On  th 
Ropes'  punch.  The  film  is  a  contendei 
for  a  best  documentary  Oscar.  f 


Car  Talk 


the    GAR    G  u  Y  I  By  the  end  of  next  year  a 
million  cars  will  understand  voice  commands. 

BY  MORGAN  MURPHY 

FONTELLA  BASS'  ONLY  HIT  SONG,  "RESCUE  ME,"  IS  A 
great  highway  tune;  the  rest  of  her  CD  stinks.  But  that's 
no  problem  in  Jaguar's  new  S-Type  sedan.  Every  time 
"Rescue  Me"  ends,  all  1  have  to  do  is  say,  "CD  play  disc  one, 
track  four"  and  the  car  skips  the  Fontella  flops 
and  plays  her  1965  chartbuster  again. 

That's  not  all.  Spoken  commands 
can  control  the  sleek  S-Type's  cli- 
mate control,  audio  system  and 
portable  cellular  telephone.  In  all, 
the  car  can  recognize  44  English 
commands  spoken  in  a  reason- 
able tone,  regardless  of  accent, 
inflection,  gender  or  age. 

Will  wonders  never  cease!  Not 
so  long  ago  the  fussy  English  au- 
tomaker was  ridiculed  for  techno- 
logical ineptitude. 

That  said,  it  still  feels  funny  talking  to  an  inanimate  object. 
To  turn  on  the  stereo  with  lag's  system  I  found  myself  bark- 
ing orders  like  a  drill  sergeant.  More  than  one  pedestrian  gave 
me  a  weird  look  as  I  commanded  the  lag  to  call  the  office  or 
switch  on  the  heater. 

lag  had  a  little  help  from  Ford,  which  bought  the  com- 
pany in  1989.  Ford's  Visteon  Automotive  Systems,  a  unit  that 
earned  the  Blue  Oval  folks  $735  million  last  year,  estimates 
that  voice-activated  controls  will  be  in  6  million  cars  by  2003. 
Is  share,  ( IM  is  on  the  fast  track  to  put  voice  recogni- 
0  t  ars  by  year-end.  Mercedes  and  BMW  already 
ted  phones  in  their  top-end  models.  Mer- 
cede-  put  the  $480  option  in  about  40%  of  its  cars. 

The  n't  be  used  only  for  adjusting  the  a.c. 

and  tunin  Mercedes'  next-generation  voice- 

command  nore  complicated  tasks  such  as 

entering  destinations  into  its  GPS  based  navigation  computer: 

208    f  o  r   'l   >    s  •    M'nl  l, 


"Find  2427  Fairway  Drive  in  Winnemucca,  Nev." 

Over  at  GM,  OnStar  engineers  say  they  are  going  to  rol 
out  a  voice-activated  control  within  the  next  nine  month 
that  will  allow  drivers  to  find  sports  scores  and  track  invest 
ments.  Soon  the  driver  of  a  Park  Avenue  will  be  able  to  say 
"Quote  Big  Blue"  and  get  the  current  stock  price  for  IBM 
This  is  just  the  beginning  of  car  conversations.  Take  a  spin  ii 
a  2003  Lincoln  and  you  may  be  able  to  ask  it  to  read  you  you 
e-mail — in  Michelle  Pfeiffer's  voice,  no  less.  We  want  that. 

Not  only  do  voice-recognition  systems  give  cars  a  cer- 
tain Knight  Rider  chic,  but  automakers  hope  they'll  save  < 
bundle  on  the  controls  they  replace.  But 
tons,  switches  and  knobs  are  time 
consuming  to  design  and  expensivi 
to  install.  They  have  to  look  jus 
right,  feel  just  right.  Left  to  Vis 
teon,  your  next  Ford  may  hav< 
nary  a  button. 

Ford's  new  24/7  concept  cai 
unveiled  at  the  January  Detroi 
auto  show,  uses  voice  command: 
to  do  everything  from  turning  o 
the  lights  to  adjusting  the  mirrors 
The  barrier  to  producing  such  a  ca 
today  isn't  financial.  In  1991  voice  recog 
nition  required  a  $60,000  workstation.  Today  Ford  car 
slap  the  same  technology  into  a  Taurus  for  less  than  a  grand 
Jaguar's  voice-recognition  system  has  one  activatior 
button  on  the  left  side  of  the  steering-wheel  hub.  Mash  it 
and  you  hear  a  tone  and  see  the  word  "listening"  displayec 
under  the  speedometer.  You  then  say  "Temperature  75  de- 
grees" and  the  climate  control  will  heed  the  command 
Critical  functions  may  one  day  take  two  voice  commands 
including  a  confirmation;  the  system  may  ask,  "Set  cruise 
control  at  70mph?" 

Kinks  and  bugs  remain.  Surfing  the  Web  via  voice  control 
as  automakers  have  proposed,  will  require  processors  that!" 
must  comprehend  40,000  words.  Screening  out  background 
noise  is  easy  for  a  human  ear  but  hard  for  a  computer. 

What  happens  when  rain  is  pelting  the  roof  or  a  baby  i? 
screaming  in  the  backseat?  We  hope  never  to  have  to  say 
"Quiet!  I'm  talking  to  my  car!"  f 
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Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you    <3| 
the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and    \i 
Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  (n  Common  Stocks.     \ 
You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55 
Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS:  Wall  Street 
Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 
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accounting.  Available  while  supplies  last.  Tree  with  your  subscription.  Your 
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CALL  TOLL-FREE   1-800-535-9651 

BONUS  CODE  41 6NFWM03    American  Express.  MasterCard.  Visa  or  Discover 
24  hours  a  day.  7  days  a  week  II  you  are  not  completely  satisfied  return  al  materials 
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.     refund  of  your  fee  Allow  4  weeks  for  detvery  Foreign  rates  upon  request 
rk  Order  Online  at  www.valueline.com/ads/f4mnf 
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Outbound  &  Toll  Free  Service 
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Call  InteDicom,  Inc.  877-741-33 
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Monthly  10*  To  Go. 
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CORPORATIONS 
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Visit:  www.incway.com 
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*  Registered  agent  services 
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800.423.2993 
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Almost  as  bright  as  the  sun... 

Night  Piercer™ 

1  Million  CandlePower  Halogen  Spotlight 

only  $69^ 

*But  read  this  ad  for  an  even  better  deal! 

The  Night  Piercer"  casts  a  focused  beam 
that  can  be  seen  for  many  miles.  It  is  20- 
times  brighter  than  automobile  headlights, 
more  luminous  than  aircraft  landing  lights. 
This  powerful  light  is  indispensable  for 
tracking  and  exploring  unknown  territory 
and  for  any  contingencies  at  night,  in 
plane,  boat,  truck,  or  car.  With  its  red  gel, 
the  Night  Piercer™  can  be  a  lifesaver  in  any 
emergency.  The  unit  contains  two  sealed 
heavy-duty  lead-acid  batteries  and  can  be 
recharged  either  through  your  household 
current  or  through  the  cigarette  lighter 
socket       of       your       car,       RV       or       boat. 

We  import  Night  Piercers™  in  very  large  quantities  and  are  therefore  able  to  bring  you 
this  outstanding  accessory  for  just  $69.95.  (Compare  with  our  competitor's  price  of  $99!). 
But  we  have  an  even  better  deal:  Buy  two  for  just  $139.90  and  we'll  send  you  a  third 
one,  with  our  compliments  — absolutely  FREE!  The  Night  Piercer™  should  be  your  com- 
panion    on     all     your     travels.     Don't     leave     home     without     it — order     it     today! 

You  may  order  by  toll-free  phone,  by  mail,  or  by  fax  and 
pay  by  check  or  Visa /MasterCard.  Please  give  order 
number  #1072F518.  Add  ship/ins.  charge  of  $9.95  for 
one  unit  or  $19.90  for  three  units  (plus  sales  tax  for  CA 
delivery).  You  have  30-day  refund  and  one-year  war- 
ranty. We  do  not  refund  postage.  For  customer  service 
or  wholesale  information,  please  call   (415)  643-2810. 
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THOUGHTS 

On  the  Business  of  Life 


J  ver  since  World  War  II  ended,  this  writer  has  been  convinced  that  Russia  would  stop 
short  of  precipitating  a  third  World  War.  That  conviction  persists.  Events  in  Korea  have 
Jt^mmtJL  strengthened  it.  The  free  countries  who  are  members  of  the  United  Nations  have  rallied, 
still  are  rallying,  to  combat  Soviet  Russia  throughout  the  world.  Note  how  silent  Stalin  has  been 
recently.  The  power  of  the  U.N.  has  progressed.  My  belief  is  that  Russia  is  not  prepared  to  throw 
down  the  gauntlet  to  all  the  rest  of  the  world.  —B.C.  FORBES  (1950) 


Poker  is  a  game  of  chance,  but  not  the 
way  I  play  it. 

— W.C.  FIELDS 


Gambling  is  the  great  leveler.  All  men 
are  equal — at  cards. 

—NIKOLAI  GOGOL 


Show  me  a  gambler  and  I'll  show  you  a 
loser;  show  me  a  hero  and  I'll  show  you 
a  corpse. 

—MARIO  PUZO 


That  which,  perhaps,  hears  more  non- 
sense than  anything  in  the  world  is  a 
picture  in  a  museum. 
— EDMOND  &  JULES  DE  GONCOURT 


The  Louvre  is  a  morgue;  you  go  there 
to  identify  your  friends. 

—JEAN  COCTEAU 


In  Europe  an  actor  is  an  artist.  In  Hol- 
lywood, if  he  isn't  working,  he's  a  bum. 
—ANTHONY  QUINN 


Publishers  are  notoriously  slothful 
about  numbers,  unless  they're  attached 
to  dollar  signs — unlike  journalists, 
quarterbacks  and  felony  criminal 
defendants  who  tend  to  be  keenly 
aware  of  numbers  at  all  times. 

—HUNTER  S.  THOMPSON 


Ever  since  Eve  gave  Adam  the  apple, 
there  has  been  a  misunderstanding 
between  the  sexes  about  gifts. 

—NAN  ROBERTSON 


An  atheist  is  a  man  who  has  no  invisi- 
ble means  of  support. 

—FULTON  J.  SHEEN 


Concessions  are  essential  at  the  outset 
of  marital  life,  but  after  a  certain  lapse 
of  time  you  can't  afford  to  lose  any 
more  ground. 

—JEAN  ROSTAND 


If  you  never  want  to  see  a  man  again, 
say,  "I  love  you,  I  want  to  marry  you,  I 
want  to  have  children" — they  leave 
skid  marks. 

—RITA  RUDNER 


A  narcissist  is  someone  better  looking 
than  you  are. 

—GORE  VIDAl 


Love  is  whatever  you  can  still  betray. 
Betrayal  can  only  happen  if  you  love. 
—JOHN  LE  CARR 


Anyone  who  hasn't  experienced  the 
ecstasy  of  betrayal  knows  nothing 
about  ecstasy  at  all. 

—JEAN  GENE- 


Family  jokes,  though  rightly  cursed  by 
strangers,  are  the  bond  that  keeps  most 
families  alive. 

—STELLA  BENSON 
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And  what  a  world  it's  going  to  be,  Carlos.  To  help  us  all  get  there  as  soon  as  possible,  we're  building 
the  new,  h,gh -performance  Internet.  Designed  to  the  highest  standards  of  quality,  it's  faster  and 
more  reliable  than  ever  Enabling  people  and  businesses  to  communicate  and  collaborate  as  never 
before.  And  bringing  about  the  convergence  of  the  Internet  and  the  telephone  network  through 
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Internet  Telephony  solutions.  Which  create  avenues  of  opportunity  -  both 
social  and  economic  -  that  know  no  boundaries.  So  come  together, 
right  now  with  Nortel  Networks™  And  make  the  Internet 
whatever  you  want  it  to  be.  norte1networks.com 
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An  open  email  from  Eric  Schmidt, 
Chairman  and  CEO  of  Novell 
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whiteboard  becomes  a 

Every  idea  should  be  this  good. 


DOTS 


Ever  wish  you  couldquickly  share  the 
results  of  your  latest  brainstorming 


session  with  co-workers  or  clients? 


Now  you  can  with  mimio.  Simph 
attach  it  to  any  whiteboard  up  to  4  x  8 


feet  and  connect  it  to 


?7d&  idea 


a  PC.  Then  insert  a 


standard  Expo  marker 
into  a  mimio  jacket  and  start 
writing.  The  mimio  software  captures 
whatever  you  write  or  draw  in  color 
and  in  real  time.  Print,  fax,  e-mail, 
drag  and  drop  into  any  Windows 
application,  or  share  notes  across  the 
Internet.  At  less  than  2.5  lbs.,  mimio 
is  portable  and  durable.  Perfect  for 
travel.  And  it's  priced  at  just  $499 
including  everything  you  need  to  turn 
any  whiteboard  into  an  electronic 
one.  To  find  out  more  about  the 
extraordinary  mimio  — the  first  in  a 


series 


of  creative  collaboration  tools 


from  Virtual  Ink— call  1.877.my.mimio, 


or  you  can  visit  us  at  www.mimio.com. 
Meetings  will  never  be  the  same. 
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CAPTURE  YOUR 
AUDIENCE 


KEEP  YOUR 
AUDIENCE 


Online  marketing  solutions  that  help  you 
(urn  prospects  info  long-term  customers. 


HOW  MUCH  OF  YOUR  BRAIN  IS  IN  FAVOR  OF 
FINDING  AND  KEEPING  MORE  CUSTOMERS? 


The  Internet  has  always  been  a  dynamic  and  interactive  medium.  And  finally,  marketers  can 
start  using  it  that  way.  That's  because  Engage  makes  it  possible  to  target  very  specific  online 
audiences  and  move  them  through  the  entire  customer  lifecycle  —  from  prospects  to  long-term 
customers.  We  can  even  measure  and  optimize  each  program  to  ensure  the  best  possible 
ROI.  Whether  you  have  brand  loyalty  or  lead  generation  on  the  brain,  only  Engage  can 
help  you  meet  all  your  online  marketing  goals  —  and  help  you  succeed  like  never  before. 
To  learn  more,  visit  www.engage.com. 
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The  top  performers  in  the  FORTUNP  Global  500  use  Teradata™  from  NCR. 

Do  they  see  something  you  don't? 
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Introducing  Relationship  Technology™ Solutions  from  NCR,  the  power  to  know. 
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Relationship  Technology  Solutions.  They're  bringing  the  world's  most  successful  companies  closer 
to  their  customers,  suppliers  and  employees.  Six  of  the  world's  top  ten  retailers,  seven  of  the  world's 
top  nine  telecommunications  companies,  six  of  the  world's  top  seven  airlines  and  the  world's  leading 
banks  all  depend  on  a  Teradata~  Active  Data  Warehouse  from  NCR.  It  makes  relationships  more 
powerful  and  more  profitable.  From  deep  in  your  supply  chain,  through  your  network  and  on  out 
to  the  customer.  It's  as  big  as  you  need,  as  fast  as  you  can  imagine  and  more  intelligent  than 
anything  on  the  planet.  For  a  closer  look,  visit  www.teradata.com  today  and  get  your  Teradata 


Knowledge  Pack.  We  give  you  the  power  to  know. 


FORGET   PEP  TALKS.  FORGET   COMMISSION   CHECKS. 
HOW   DO  YOU    MOTIVATE  THE  WEB  TO   SELL   MORE? 


Teach  it  what  any  seasoned  sales  pro  knows:  how  to  read  a  customer,  build  a  relationship  and  close  a  sale. 

At  Fort  Pq  nt  Partners  ""  we  call  it  eSellmg,™  a  highly  effective  way  to  use  the  Internet  to  sell  harder  cross-channel. 

eSellmg  solutions  are  currently  building  business  for  over  30  leading  companies,  from  J. Crew™  to  Hewlett-Packard.™ 

\i    Internet  present,    as  persuasive  as  a  VP  of  Sales' Visit  fortpoint.com  and  see  how  we  can  help. 
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56  HOW  TO  HACK  A  BANK  Breaking  into  a  vir- 
tual vault  may  not  be  child's  play,  but  it's  not 
mission  impossible,  either.  Forbes  ASAP  lays  the 
groundwork  for  a  high  tech  heist. 
BY  DAVID  H.  FREEDMAN 

68  SPEED  READING  What  does  it  take  to  compete 
at  Sears  Point  Raceway?  Luck,  skill,  a  great  motor- 
cycle, and. ..software.     BY  OWEN  EDWARDS 

135  B  OF  A'S  WITHDRAWAL  Everyone  knows  Bank 
of  America  was  left  out  of  the  biggest  IPO  rush  in 
history.  But  little  has  been  revealed  about  the  actual 
monetary  costs.  Until  now. 
BY  BLAISE  ZEREGA 

140   INTRODUCING  THE  NEW  VALUE  CREATION 
INDEX  If  you  think  you  know  which  intangible 
assets  drive  up  market  value,  think  again. 
BY  GEOFF  BAUM,  DAVID  LARCKER,  JONATHAN  LOW, 
MICHAEL  S.  MALONE,  AND  TONY  SIESFELD 

146  CITIES  OF  ANGELS  Whether  deal  making 
over  eggs  Benedict  or  creme  brulee,  local  groups  of 
private    investors    are    combining    business    with 
pleasure,  and  taking  wing  across  the  nation. 
BY  SCOTT  LAJOIE 

153  BUY  OR  DIE  In  this  excerpt  from  her  book, 
From  Alchemy  to  IPO:  The  Business  of  Bio- 
technology, Forbes  ASAP's  resident  biogoddess 
debunks  hard-and-fast  myths  about  the  risks  of 
investing  in  cutting-edge  medicine  and  drug 
development.     BY  CYNTHIA  ROBBINS-ROTH 

161  WHY  THINGS  DON'T  WORK:  THE  EXCLU- 
SIVE GGG  INTERVIEW  You  may  recognize  him  by 
his  monogrammed  cuff  links.  A  revealing  conver- 
sation with  GGG,  the  mysterious  figure  behind  a 
thousand  tech  flops. 
BY  OWEN  EDWARDS  AND  RODES  FISHBURNE 
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Cover  Story:  The  Ramp 
84  RAMP  CHAMPS  The  winners  on  Forbes  ASAP's 
Top  20  and  Big  10  lists  of  best-ramping  companies 
all  share  a  definitive  trait:  the  staying  power  to  keep 
on  growing.     BY  CLINT  WILLIS 

101  WINNER  PROFILE:  CRITICAL  PATH  Forbes 
ASAP's  ramp  champ  is  more  than  just  an  email  mes- 
saging company  with  plans  for  global  domination. 
BY  ERIC  W.  PFEIFFER 


105  MEASURING  UP  Basic  management 
strategies  exist  to  survive  the  wild  ride, 
tame  the  "beast,"  and  harness  the  ramp's 
power.     BY  GEOFFREY  MOORE 

109  GREAT  RAMPS  IN  HISTORY  How 

does  the  American  Tobacco  Company 
stack  up  against  Chips  and  Technologies, 
and  what  lessons  can  they  teach  us? 
BY  KIP  CROSBY 


111  A  STARTUP'S  STARTUP  After  his  Netscape 
score,  multimillionaire  Marc  Andreessen  started  a 
new  startup,  Loudcloud.  Andreessen  discusses  his 
former  job,  ramping,  and  his  vision  of  a  complex 
future.     BY  GARY  ANDREW  POOLE 

116  TO  SURVIVE:  HIRE  UP  Hot  Silicon  Valley 
and  Alley  startups  realize  their  success  depends  on 
finding  people  who  can  do  the  job — and  finding 
them  quickly.     BY  KAREN  S0UTHWICK 

120  MORE  SURVIVAL  ADVICE  High  tech  execs 
discuss,  among  other  things,  finding  that  corporate 
Zen  place  on  a  steep  upward  slope. 
BY  RODES  FISHBURNE 

128  THE  NUMBER  RUNNERS  Call  it  "cookie-jar 
accounting,"  but  analysts  agree  that  earnings  manage- 
ment is  critical  to  maintaining  investor  confidence. 
BY  DAVID  RAYMOND 

131  GORED   (AND   IGNORED)   BY  THE   BULL 

These  wry  tips  can  help  bull-market  sideliners  cope 
with  their  depression.  No  guts,  no  early  retirement. 
BY  JOE  QUEENAN 
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Some  sites  have  it  and  others  don't.  At  Fort  Point  Partners,™  we  call  it  eSelling,  that  quality  that 
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164  JUSTIFY  YOUR  EXISTENCE  Before  jumping 
on  the  B2B  e-commerce  bandwagon,  consider  the 
following:  The  path  to  venture  capital  funding  is 
about  hitting  the  business  plan's  bull's-eye,  not  just 
getting  close.     BY  KEVIN  JONES 

171  THE  END  IS  DRAWING  NIGH  With  band 
width  rising  10  times  as  fast  as  Moore's  Law  and 
storage  nearly  twice  as  fast,  computers  no  longer 
spearhead  the  economy.  The  action  is  elsewhere: 
The  action  is  in  the  Telecosm.  BY  GEORGE  GILDER 

174   INSIDE    STARTUPS:    READY,    AIM,    FIRE 

Today,  most  startups  realize  the  really  crucial  cap- 
ital is  of  the  human  variety.  So  what  happens  when 
they  hire  underperformers?     BY  GEOFF  BAUM 

176  THE  OLD,  OLD  THING  The  profit  motive  of 
yesteryear  is  a  far  cry  from  the  dot-com  greed  of 
now.  Once  a  by-product  of  ambition  and  innova- 
tion, it  now  resembles  a  plague  of  entitlement  and 
trust  fund  anticipation.     BY  OWEN  EDWARDS 
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in  the  digital  age?  Our  choices  today 
render  profound  changes  tomorrow. 
BY  MICHAEL  S.  MALONE 
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47  NET  VS.  NORM:  CAN  THE  WEB 
SELL  EATING  AS  ENTERTAINMENT? 

Food.com  is  ready  for  its  close-up, 
Mr.  DeMille.  Taking  its  cue  from  Holly- 
wood, this  Web  company  emphasizes 
creative  management  to  transform  low 
tech  restaurants  into  high  tech  meal 
distributors.    BY  ALESSANDRA  BIANCHI 

166  LEGENDS  Bradford  Parkinson  is 
the  visionary  who  rescued  the  global 
positioning  system  from  extinction  after 
it  served  its  original  purpose  of  tracking 
Sputnik.     BY  RICHARD  RAPAPORT 
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31  PRAYING  FOR  A  BLUE  HEAVEN  With  smart  card  functions  and  a  smart  look,  American  Express' 
Blue  lures  a  tech-sawier  demographic.  No  one  knows  for  certain  how  many  customers  are  taking  advan- 
tage of  its  new  options,  but  one  thing  is  clear:  This  is  not  your  father's  credit  card.       BY  STEVE  DITLEA 

32  ©WORK:  CABLE  INSTALLERS  OF  THE  HIGH  SEAS  Optic  cable  jointer  Amanda  MacPherson 
joins  the  toga-wearing  crew  of  Global  Marine,  installs  telecommunication  lines  in  South  America,  and 
collects  souvenirs  along  the  way.     BY  ANDREW  FREIBURGHOUSE 

36  SPITTING  'EM  OUT  Before  leaving  the  Magic  Kingdom,  Jake  Winebaum  approached  EarthLink 
founder  Sky  Dayton  to  hatch  a  new  startup.  Now,  the  proud  parents  of  eCompanies  explain  the  link 
between  their  incubator  and  Henry  Ford.     BY  BLAISE  ZEREGA 

38  INFRASTRUCTURE:  THE  NEXT  STOCK  DYNASTY  Forget  about  portals  and  well-branded  sites. 
In-the-know  investors  will  discover  the  new  heirs  to  Yahoo  and  eBay  by  delving  into  less  familiar 
ground:  Internet  infrastructure  stocks.     BY  DAVID  RAYMOND 
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If  you're  considering  an  e-business  model, 
the  time  is  certainly  ripe.  Opportunities 
abound,  but  what's  bound  to  happen  is 
that  some  companies  will  fail  to  attract 
customers.  And  then  they'll  just  fail. 
Let  us  create  an  end-to-end  solution  for 
you.  Because  after  20  years  in  b-to-b, 
demand  creation  is  at  the  root  of  all  we  do. 
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hough  they  come  in  different  forms  and 
styles,  all  the  feature  stories  in  this  issue  are 
about  the  same  thing:  What  do  we  value? 
What  do  we  hold  dear?  What,  in  the  end,  are 
we  willing  to  give  our  lives  for?  That's  not  an  idle 
f  ^  metaphysical  question.  Each  day  we  make  deci- 

sions about  work  and  family,  home  and  office, 
career  and  self  that  define  who  we  are  and  what 
we  cherish.  And  despite  what  the  current  generation 
of  e-commerce  entrepreneurs  thinks,  most  of  us 
will  never  be  able  to  put  in  a  couple  of  hard  years 
on  the  job,  then  cash  out  and  spend  the  rest  of  our 
lives  being  true  to  ourselves.  We  have  to  assume 
that  we  will  spend  most  of  our  lives  in  a  career — 
and  thus  every  choice  we  make  today  renders  a 
profound  value  judgment  on  the  rest  of  our  lives. 

Recently,  as  part  of  a  new  public  television 
series  I'm  hosting,  I  interviewed  Kim  Polese, 
cofounder  and  CEO  of  Marimba.  She  said  an 
extraordinary  thing  that's  haunted  me  ever  since. 
When  she  was  working  at  Sun  Microsystems,  try- 
ing to  convince  the  market  to  adopt  the  Java  pro- 
gramming language,  she  realized  she  was  willing  to 
die  for  Java.  It  was  an  epiphany:  She  had  found 
something  she  valued  more  than  life  itself.  On  that 

day,  she  became 
The  Ramp,  our  special  section  an  entrepreneur. 

...  .  ...         _.  One  thing  we 

in  this  issue,  is  exhilarating,  ,       , 

^  do  value,  or  course, 

terrifying,  even  transcendent.  It       is  money.  It  may 

is  the  ultimate  career  thrill  ride.        be  the  oldest  of 

stories,  but  the 

progress  of  tech- 
nology gives  that 
story  new  wrinkles.  Hence  our  feature  story:  The 
wily  modern  Willie  Sutton  needs  neither  a  gat 
nor  a  stickup  note  to  knock  ofl  vour  friendly  local 
savings  and  loan — only  a  computer  and  a  hacker's 
view  of  the  world.  Even  in  the  digital  age,  a  bank  job 
is  still  a  complicated  operation.  But  now,  instead  of 
.1  hail  of  gunfire  and  a  cross-country  chase,  the  heist 
takes  a  silent  millisecond,  and  the  perps  evaporate 
into  cyberspace  without  a  trace. 

Bit  why  rob  a  bank  these  days  when  bankers, 

I  even  strangers  will  happily  hand  you 

mill  u)d?  All  they  ask  in  exchange 

is  th.>    .on    limb  aboard  the  corporate  rocket  sled 


and  launch  yourself  up  the  Ramp — into  either  the 
stratosphere  or  the  nearest  rock  wall.  When  we 
speak  of  value,  perhaps  nothing  is  held  more  pre- 
cious today  in  American  industry  than  to  drive 
your  fledgling  company  onto  the  business  rami 
and  hit  the  accelerator,  roaring  through  triple-digit 
growth,  tearing  across  markets,  making  yout 
competitors  eat  your  dust.  The  Ramp,  our  special 
section  in  this  issue,  is  exhilarating,  terrifying, 
even  transcendent.  It  is  the  ultimate  career  thrill 
ride  —  one  that  holds  out  the  billionaire's  brass 
ring  at  the  end. 

But  the  Ramp,  too,  is  a  value  judgment.  Its 
rewards  are  sometimes  vast,  but  its  demands  are 
infinite.  To  ride  the  Ramp  is,  in  one  respect,  a 
supremely  selfish  act.  Living  in  Silicon  Valley,  I've 
grown  accustomed  to  neighbors  suddenly  dis- 
appearing for  a  year  or  more.  They  haven't  moved 
away  or  gotten  a  divorce;  they've  abandoned  their 
families  and  friends  for  the  24/7  demands  of  the 
Ramp.  They  all  have  the  wild-eyed  look  of  addicts 
and  fanatics.  And  when  they  finally  do  return 
to  the  real  world,  it  is  either  to  sort  through  the 
debris  of  their  wrecked  lives  or  to  scoop  up  their 
traumatized  families  and  move  to  the  big  house  on 
the  hill.  They,  too,  made  a  choice  about  value,  and 
whether  they  admit  it  or  not,  they  made  a  pro- 
found decision  about  what  they  cherish  most. 

Finally,  let's  consider  measuring  value  itself.  In 
this  issue  we  introduce  the  Value  Creation  Index, 
the  world's  first  audit  for  measuring  the  true  value 
of  the  modern  corporation.  For  more  than  a  year, 
Forbes  ASAP,  Ernst  &  Young's  Center  for  Busi- 
ness Innovation,  and  the  Wharton  Research  Pro- 
gram on  Value  Creation  in  Organizations  have 
worked  on  a  joint  project  to  answer  the  biggest 
financial  question  of  our  time:  When  as  much  as 
90%  of  the  market  value  of  companies  today  is 
not  represented  on  the  balance  sheet,  how  do  we 
determine  the  worth  of  those  intangible  assets? 

The  project  has  only  just  begun,  but  already 
our  results  will  overturn  almost  everything 
you  thought  you  knew  about  business  in  the  digi- 
tal age.  This  report  may  prove  to  be  the  single 
most  important  article  this  magazine  has  pub- 
lished. It  will  certainly  change  what  you  value  in 
your  company. 


e  difference  is  intelligence. 


First  generation  e-business  seems  pretty  smart  already,  but  Intelligent  E-Business  moves  your 
customers  into  the  fast  lane. 

First  generation  e-business  lets  travelers  book  flights  online.  That  sure  beats  the  old  way. 

Intelligent  E-Business  lets  airlines  call  ticketholders  with  real  time  information  on  flight  changes, 
suggest  alternatives  and  let  them  use  their  keypad  to  book  choices...  all  in  the  same  automated  call. 
No  lines,  no  waits.  Customers  are  happier. 

First  generation  e-business  gives  e-stock  traders  nice  graphs.  Very  colorful. 

Intelligent  E-Business  lets  firms  run  continuous  multiple  analyses  of  client  portfolios,  alert  them  by 
pager  with  time-sensitive  opportunities  and  let  them  buy  or  sell  instantly  with  the  press  of  a  button. 
No  missed  profits,  no  regrets.  Customers  are  richer. 

When  you  deliver  personalized  information  to  your  customers  at  the  moment  it's  most  useful,  that 
information  is  turned  into  intelligence. That's  the  Power  of  Intelligent  E-Business.Today,  MicroStrategy 
software  is  creating  a  new  generation  of  one-to-one  e-business  delivered  via  the  web,  wireless  and 
voice.  Contact  MicroStrategy  today,  and  put  the  power  of  intelligence  into  your  e-business. 


www.microstrategy.cor 
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The  Power  of  Intelligent  E-Business 

MicroStrategy  and;  Strategy.com  are  trademarks  of  MicroStrategy,  Inc.  •  NASDAQ:  MSTR  •  800-745-6099 


■ 


EDITOR 

Michael  S.  Malone 


EXECUTIVE  EDITOR 

Karen  Southwick 


CONSULTING  EDITOR 

Owen  Edwards 


SENIOR  EDITOR 

David  H.  Freedman 


FEATURES  EDITOR 

Eric  W.  Pfeiffer 
ericp@forbesasap.com 


NEWS  EDITOR 

Blaise  Zerega 
bzerega@forbes.com 


MANAGING  EDITOR 

Lee  C.  Patterson 

leep@forbesasap.com 


ART  DIRECTOR 

Joanne  Hoffman 

jhoffman@forbes.com 


PROJECTS  EDITOR 

Rodes  Fishburne 
rodes@forbesasap.com 


ASSOCIATE  EDITOR 

Scott  Lajoie 

slajoie@forbesasap.com 


ASSISTANT  MANAGING  EDITOR 

Terry  Nagel 
tnagel@forbes.com 


PRODUCTION  MANAGER 

Beth  Brann 

bbrann@forbesasap.com 


CONTRIBUTING  EDITORS 

Geoff  Baum 

George  Gilder 

Richard  Rapaport 

Clint  Willis 

OFFICE  MANAGER/ 
ONLINE  COORDINATOR 

Ann  McAdam 
annmc@forbesasap.com 


REPORTERS 

Michelle  Jeffers 

Lisa  Alcalay  Klug 

Toni  Logan 

Sally  McGrane 

David  Raymond 

EDITORIAL  ASSISTANT 

Andrew  Freiburghouse 
afreibur@forbes.com 


EDITORIAL  ASSOCIATE 

Karina  Kinik 

kkinik@forbes.com 

COPY  EDITORS 

Martin  Aronson 

Deborah  Crowe 

Donnali  Fifield 

Donna  Hunter 

John  T.  Maybury 

Nancy  Steele 


DESIGN  ASSOCIATES 

Sarah  Bolles 
John  Micklewright 

PRODUCTION 

Don  Conway 

Linda  Byron  Glucksman 

Kim  Lau 


contributing  writers    Po  Bronson,  Kip  Crosby,  Geoffrey  Moore,  Tom  Peters,  Gary  Andrew  Poole,  Virginia  Postrel 
advertising  director    Catherine  Lukas    clukas@forbes.com       marketing  director  west    Nancy  Bensimon 

SENIOR  MARKETING  MANAGER     Joshua  M.   Krutcr 

Send  your  story  Ideas  to:  KOI io@forbesasap.com      To  order  reprints:  Call  (212)  620-2399  or  fax  (212)  206-5118  (minimum  order  500). 
To  request  permission  to  republish  an  article:  Call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  produced  by  others  arc  not  authorized. 

Forbes  ASAP  is  a  federally  registered  trademark.  Printed  in  the  U.S.A. 


BUTORS 


DAVID  H.  FREEDMAN,  who  wrote  "How  to  Hack  a  Bank,"  is  a  senior  editor  at  Forbes  ASAP. 
He  is  coauthor  of  At  Large,  which  chronicles  the  true  story  of  a  mentally  challenged  teen- 
ager who  carried  out  the  world's  largest  Internet  invasion.  His  book  on  the  management 
principles  of  the  U.S.  Marines,  Corps  Business,  was  published  in  January. 


WILLIAM  MERCER  McLEOD  shot  photographs  for  "Cities  of  Angels"  and  "Surviving  the 
Ramp."  When  not  photographing  millionaires  and  billionaires,  he  does  portraits  and 
commercial  assignments,  travels  to  Cuba,  and  he  is  working  on  a  book  about  children  who 
are  in  foster  care  or  up  for  adoption. 


JOE  QUEENAN,  author  of  "Gored  (and  Ignored)  by  the  Bull,"  is  a  contributing  editor  at  GQ 
and  Movieline  and  is  a  regular  contributor  to  the  New  York  Times,  Barron's,  the  Wall  Street 
Journal,  TV  Guide,  and  Playboy.  He  has  written  two  books:  My  Goodness:  A  Cynic's  Short- 
Lived  Search  for  Sainthood,  and  Confessions  of  a  Cineplex  Heckler. 


forh.-.   ASAP      t;irn 


n*  m 


don  adams. 

Built  marinas  for  22  years.  Through  good  times  and  bad.  Now  buys  equipment  and  supplies  online. 
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the  marine  industry's  online  marketplace 

from  materials  to  hardware  to  electronics  and  more,  we're  the  marine  industry's  b2b  e-commerce  marketplace. 


888-451-4111 
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BMW 


wins  in 
South 
Carolina. 


BMW  has  built  its  reputation 
traveling  in  the  fast  lane. 
With  Team  South  Carolina, 
BMW  set  a  new  world  record 
for  the  fastest  start-up  in 
automotive  history— just 
23  months. 

Find  out  what  Team  South 
Carolina  can  do  to  help 
drive  your  business. 

South  Carolina 
Department  of  Commerce 
800-868-7232 
www.teamsc.com 


TEAM  SOUTH  CAROLINA 


We  perform.  You  win. 


This  announcement  appears  as  a  matter  of  record  only.  Deutsche  Banc  Alex   Brown  identifies  the  US  investment  banking  activities  of  DB  Alex  Brown  LLC  (formerly  BT  All 
atedi  and  Deutsche  Bank  Securities  Inc.,  which  are  indirect  subsidiaries  of  Deutsche  Bank  AG.  For  complete  information  regarding  lead-managed  IPOs  for  1SlJ 
including  first-day  performance,  please  contact  I410)  895-2700  Past  results  are  not  a  guarantee  of  future  performance. 


Deutsche  Banc  Alex.  Brow 


What  was  behind  Deutsche  Bank'; 
Breakthrough  Technology  Deal  of 
the  Year"?  Perfect  timing. 


Performance  is 


IOCFOUNDRY 

~*-"  NETWORKS 

$144  million 

Initial  Public  Offering 

Lead  Manager 

Deutsche  Banc  Alex.  Brown 


September  1999 


Good  timing  paid  off  handsomely  for  Foundry 
Networks  Inc.  and  Deutsche  Banc  Alex.  Brown  ■ 
awarded  the  "Breakthrough  Technology  Deal  of 
the  Year"  by  Investment  Dealers'  Digest. 

By  waiting  until  they  were  posting  regular  profits 
with  a  stable,  world-renowned  customer  base  - 
an  unusual  move  in  today's  hot  Internet  IPO 
environment  -  Foundry  achieved  an  astonishing 
525%  opening-day  increase  in  share  price. 

Foundry  has  been  working  with  Deutsche  Banc 
Alex.  Brown  for  over  three  years.  Together,  with 
Foundry's  business  model,  we've  crafted  a 
strategic  approach  designed  to  make  the  very 
most  of  their  market  opportunity.  And  maximize 
the  overall  value  of  the  company. 

Time  is  a  precious  commodity.  We  successfully 
use  it  to  maximum  advantage  -  another  reason 
why  Deutsche  Bank  is  leading  to  results. 


leading  to  results 
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OUR  READERS  RESPOND 


Letters 


RACE  DOESN'T  MATTER 

Once  again,  I  am  surprised  how  Forbes 
allows  race-baiters  space  in  its  maga- 
zine. This  time,  it's  Amy  Dean,  an  AFL- 
CIO  executive  who  disparages  white 
men  with  her  comments  on  how  Inter- 
net millionaires  are  just  "a  bunch  of 
young  white  guys  being  in  the  right 
place  and  winning  the  lottery"  ["Voices 
of  the  Revolution,"  February  21,  2000]. 
First  of  all,  I  hadn't  realized  the  founder 
of  eBay  was  a  white  guy.  Second,  even  if 
the  market  caps  of  these  Internet  com- 
panies are  obscene,  does  that  mean  the 
supposed  "white  guys"  who  are  the 
CEOs  didn't  bust  their  tails? 
JOSH  SCANDLEN 
Phoenix,  Arizona 

DON'T  BELIEVE  THE  HYPE 

In  "Voices  of  the  Revolution,"  Clifford 
Stoll  got  it  right  about  technology: 
"I  have  been  listening  to  this  for  a 
decade — about  this  phenomenal  revo- 
lution that  is  going  to  influence  my  life 
so  deeply  and  change  everything.  Well, 
my  life  has  not  been  deeply  influenced 
by  it."  The  hype/hysteria,  promoted 
mostly  by  clueless  pitchmen,  increases 
with  each  IPO  or  perceived  innovation. 
For  many  of  the  self-proclaimed 
"wired,"  it's  time  to  unplug  and  get 
a  life. 

DOLORES  STEGER 
dsteger@msn.com 


ASAP  KILLED 
THE  RADIO  STAR 

The  telegraph,  the  telephone,  electricity, 
etc.,  are  referenced  by  Forbes  ASAP 
as  likely  historical  comparisons  to  the 
Internet  explosion  ["Where  Are  We  in 
the  Revolution?"  and  "The  Golden 
Spike,"  February  21,  2000].  How  could 
you  forget  radio?  It's  so  close  as  to  be 
uncanny.  When  radio  first  appeared, 
nobody  knew  if  it  was  a  two-way 
medium,  like  the  telephone,  or  a  one-way 
medium,  like  the  newspaper.  They  de- 
bated it  in  the  old  magazines.  My  guess 
is  radio  was  at  least  partly, 
and  perhaps  largely,  responsi- 
ble for  the  vast  prosperity  of 
the  '20s,  providing  as  it  did  a 
brand-new  marketing  medium, 
allowing  vast  expansion  of  con- 
sumer sales.  Sound  familiar? 
J.G.  OWEN 
71121.625 
©CompuServe. com 

LET'S  GET  PHYSICAL 

I  just  read  and  enjoyed  "Balance  Due" 
[February  21,  2000].  But  if  you  please, 
I'd  like  to  add  to  your  statement  that 
"entrepreneurs  of  the  Internet  failed 
to  realize  that  a  department  store  in 
some  shopping  mall  wasn't  simply 
a  building — it  was  also  a  marketing 
device  to  attract  passersby."  I  think  that 
one  of  the  most  important  advantages 
of  stores  is  that  they  provide  an  actual 
physical  space  where  vendors  and 
consumers  can  conveniently  exchange 
goods.  Yet  in  the  consumer-direct  model 
(at  least,  direct-to-home  model),  no  com- 
parable storage/exchange  space  exists. 

As  an  example,  in  my  own  unso- 
phisticated business — dry  cleaning — 
we've  long  operated  a  home  pickup  and 
delivery  route.  Even  though  our  cus- 
tomers seem  to  love  the  convenience, 


we've  never  been  able  to  penetrate 
much  more  than  a  very  small  percent- 
age of  the  neighborhoods  we  serve. 
Why?  Most  people  aren't  home  to  meet 
our  driver  (nor  do  they  want  to  be),  and 
they  also  seem  uncomfortable  with 
having  their  goods  left  unattended 
outside  their  door. 

What's  missing  is  a  safe  place  where 
we  can  "store"  the  stuff  outside  their 
home.  In  my  opinion,  that's  exactly  the 
same  barrier  that  will  doom  dot-com 
companies  and  their  investors  from  ever 
getting  a  return  on  their  marketing 
dollars.  Too  few  customers  will  ever 


be  comfortable  enough  to  form  loyal 
shopping  habits. 
DAVID    PORTER 
Kansas  City,  Missouri 

GIVE  ME  BANDWIDTH! 

Blaise  Zerega  assures  us  ["Highway  to 
Nowhere,"  February  21,  2000]  that  it 
is  the  dearth  of  new,  compelling  appli- 
cations requiring  high  bandwidth  that 
is  keeping  U.S.  households  away  from 
high-bandwidth  connections.  I  happen 
to  live  in  one  of  the  many  large  metro 
areas  where  both  cable  and  DSL  are 
readily  available  to  my  home.  Why  am  I 
still  using  a  silly,  slow  analog  modem? 

Because  I  have  immediate  (and  con- 
current, should  I  desire)  access  to  at 
least  15  or  20  or  more  local  ISPs,  some 
of  which  will  waive  their  monthly  fee  if 
I  will  allow  their  ads  onto  my  screen 
and  email.  Most  of  these  have  no  setup 
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fee  whatsoever  for  standard  dial-up 
accounts.  For  high  bandwidth,  I  have 
exactly  two  choices  for  my  ISP:  the  one 
the  cable  company  chose  for  me,  and 
the  one  the  phone  company  chose  for 
me.  Neither  suits  my  needs. 

Unless  government  entities  wake  up 
and  allow  more  competitors  to  concur- 
rently set  up  on  their  pole  and  under- 
ground infrastructures,  wireless  is  well 
positioned  to  soon  blow  cable  and  DSL 
off  the  map.  Give  us  decent  choices,  and 
you'll  see  high  bandwidth  take  off.  No 
new  "killer  apps"  necessary. 
NICK  KRATZ 
fwinning@siber-sonic.com 

PETERING  OUT 

Now  that  Tom  Peters  has  penned  his 
last  column  for  Forbes  ASAP  ["A  Brawl 
with  No  Rules,"  February  21,  2000], 
what  will  we  ever  do  without  all 
the  blather?  Count  our  blessings!  I've 


always  supposed  Forbes  and  ASAP  were 
magazines  about  business  and  investing. 
Peters  wrote  nothing  pertinent  about 
business  any  sensible  person  had  to  be 
told,  and  in  all  his  mutterings  over  the 
years  I've  yet  to  see  a  single  specific 
investment  idea.  Good  riddance,  and 
take  your  shouting  in  all  capital  letters 
with  you. 
DON  LEMLEY 
rakitup@aol.com 

THINK  DIFFERENT 

I  was  disappointed  by  the  editors' 
dismissive  response  to  Michael  Clem's 
letter.  I  own  a  Mac  G4;  I'm  just  as  com- 
fortable working  on  a  Wintel  PC.  Look 
at  the  large  group  of  PC  users  who, 
when  it  comes  to  software,  use  almost 
exclusively  Word,  Excel,  some  version 
of  an  email  client,  and  a  Web  browser. 

Compatibility  hassles?  I  use  Office 
98  on  my  Mac.  File  formats  between 


the  PC  and  Mac  versions  are  identical. 
In  those  rare  instances  I  need  to  use  a 
PC  app  that  doesn't  offer  an  alternative 
or  compatible  Mac  version,  I  run  it 
under  Virtual  PC  (VPC). 

I  came  across  this  issue  of  ASAP 
in  the  Silicon  Valley  Capital  Club  lobby 
in  San  Jose  and  felt  the  need  to  respond 
right  away.  So  I  quickly  wrote  this 
email — not  from  my  Mac  or  a  Wintel 
PC  but  from  my  Palm.  I  clipped  on 
the  featherlight  modem  and  zapped 
this  letter  to  you  right  here  from 
the  lobby. 

DAVID    K.     MCKNIGHT 
David@McKnight.net 

READERS  TELL  US  WHAT  YOU  THINK: 

Email       rant@forbesasap.com 

Fax  (650)   558-4995 

Snail        555  Airport  Blvd.,  5th  Fir. 

Burlingame,  CA  94010 
Web         www.forbesasap.com 


"Isn't  there  a  limit  to  how  much  a 

business  can  trust  its  communications  provider! 


"There  ivos." 


Used  to  be,  a  company  had  to  worry  about  limited  trunk  capacity. 
Surprise  outages.  Growing  phone  bills.  Shrinking  service. 

Now  everything's  changed,  with  state-of-the-art  technology 
at  lower-than-ever  costs.  Diversified  network. 
Unlimited  solutions  for  the  way  your  company  wor 
not  the  way  phone  companies  want  you  to  work. 

For  backup  and  beyond.  Focal  can  show  you  how- 
easy  it  can  be  to  trust  a  communications  provid 


FOCAL 


tf  limits. 


www.focal.com  Nasdaq:  FCOM 


New  Jersey,  Oakland.  San  Jose, 
nty,  Washington  DC.  Northern  Virginio.  Seattle,  Detroit,  Fort  Worth,  Dallas,  Atlanta,  Houston. 


When  the  largest 

companies  in  the  world 

are  faced  with  a  challenge, 

who  do  they  turn  to? 


Challenge  1:  ORACLE  wanted  to  use  an  Internet-enabled  vending  machine  in  their 

CEO's  keynote  at  OpenWorid. 

Challenge  2:  SUNBEAM  wanted  to  show  networked  consumer  appliances  at  the 

National  Housewares  Show. 

Challenge  3:  GE  wanted  to  demonstrate  Internet-enabled  smart  concept  appliances 

at  the  International  Builders'  Show. 

Challenge  4:  INVENSYS  wanted  a  local  area  device-networking  solution  for  their 

home  and  light  industrial  ControlServer™  and  SmartModule™  products. 

Challenge  5:  GALILEO  wanted  a  networking  management  solution  for  low-cost 

Ethernet  switches. 

Challenge  6:  AT&T  wanted  to  demonstrate  wide  area  device-networking  for  their 

global  network. 


One  Solution. 

When  the  largest  companies  in  the  world  need  device-networking  solutions,  they  turn  to  emWare.  In  this  age 

of  "e"  everything,  we  can  help  you  be  e-smart.  Look  us  up  on  the  Web  at  www.emware.com  or  call  us  toll-free 

today  at  1.877.436.9273  to  find  out  how  emWare  can  solve  your  device-networking  challenges. 


Ware 

ANY  DEVICE.  ANY  NETWORK  ' 


smart 


6  Copyright  MOO  emWare.  Inc.  The  ETI  logo,  e-smart  and  the  e-smart  logo  are  trademarks  of  emWare.  Inc  All  other  trademarks  are  the  property  ol  their  respective  owners      ALLIANCE 
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Evolve. 


ow  professional 


services 

get 

connected. 


How 
do  leading-edge  professional 
services  organizations  meet  the  chal- 
lenges of   the   new  services   economy?  By 
Connecting  the  Service  ChainT  with  e-business 
solutions  from  Evolve.  With  Evolve,  organizations  become 
nimbler.  Smarter.  More  adaptive.  They  seize  opportunities 
and  build  teams  more  effectively.  And  because  Evolve  offers 
the  only  end-to-end  Service  Chain  solution,  you  are  able  to 
connect  the  right  people  with  the  right  knowledge  to  the  right 
projects,  every  time. The  end  results?  Streamlined  operations.  A 
far  more  effective  deployment  of  resources.  Greater  employee 
and  customer  satisfaction.  And  perhaps  most  importantly, 
maximized   profitability  and   continued   long  term  success. 

Get  the  solution  that  is  already  the  choice  of  leading 

professional  services  organizations.  Connect  with  us  at 

www.evolve.com,  or  call  (888)2-EVOLVE.  Because 

in  this  evolving,  services-dominated  world, 

good  connections  make  all  the  difference. 

Evolve.  Connect.  Thrive? 


www.evolve.com 


available  at: 


Excite.com 


ZDNet.com 


NextCard.com 


theglobe.com 


e-centives  [E-'sen-tivs]  n.  Special  online  offers  and  digital 
coupons  tailored  to  consumers'  unique  shopping  interests 
— ready  to  redeem  when  they're  ready  to  shop. 


Deja.com 


ThirdAge.com 


USATODAY.com 


Prodigy.com 


ComputerShopper.com 


mom.com 


and  more. 


J 
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►  No  two  consumers  are  looking  for  the 
same  thing,  but  some  of  today's  smartest 
companies  are  using  the  Internet  to  give  them 
exactly  'what  they  want' — with  e-centives." 

e-centives  enable  merchants  to  reach  across 
the  Web  to  the  right  audience  at  the  right  time 
with  special  offers  targeted  to  consumers' 
unique  shopping  interests — while  consumers' 
shopping  profiles  are  safeguarded  for  privacy, 
e-centives  provide  a  seamless  user  experience 
designed  to  motivate  consumers  through  the 
purchase  process  by  automatically  recognizing, 
authenticating,  and  applying  the  redemption 
of  their  special  offers  to  their  purchases. 


With  this  unparalleled  technology  and  aco 
to  our  unique  network  of  top  portals,  cont 
and  community  sites,  merchants  are  able 

•  acquire  new  customers; 

•  increase  sales;  and 

•  build  customer  loyalty. 

To  realize  the  promise  of  true  'one-to-one' 
marketing,  visit  www.e-centives.com  or  ca 
1.877.ECENTIVES. 


e-centives 


what  you  want 


www.e-centives.com 


k)  are  registered  trademarks  of  their  respective  holders. 


Launch 


Praying  for  a  Blue  Heaven 


Digital  credit  talisman 

lures  tech  faithful 

ONCE     AGAIN,    smart  cards  are  being  toured 
in  the  United  States  as  the  key  enabler  of 
e-commerce.  This  time,  however,  the  com- 
pany trumpeting  them  is  not  some  brash 
Silicon  Valley  startup.  The  herald  is  none 
other  than  150-year-old  American  Express, 
and  its  version  of  the  smart  card  is  called 
Blue.  It's  a  plastic  card  that  can  be  used  for 
making  payments  online,  while  also  being 
used  as  a  conventional  credit  card  for  purchas- 
ing groceries  and  making  phone  calls.  Though 
the  card  is  enormously  popular,  it's  unclear  how 
many  Blue  customers  have  signed  on  for  its  smart 
card  functions  and  how  many  of  them  simply  fell  for 
the  cachet  of  having  a  very  smart-looking  credit  card. 

Launched  in  September  with  an  estimated  $45  million 
marketing  campaign,  Blue  is  a  technological  trifecta  consisting 
of  a  translucent  plastic  base,  a  hologram  (one  of  the  largest  on 

a  mainstream  credit 
card),  and  the  first 
embedded  "smart 
card"  microchip  to 
be  widely  available  in 
the  United  States. 

Demand  has  been 
so  great  that  usually 
closemouthed  Amex 
executives  acknow- 


ledge receiving  more 
than    double    the 
expected  number 
of  applications  by 
the  end  of  1999. 
Entrepreneur- 
ial, cell  phone- 
toting  customers 
rarely  attracted  to 
the  firm's  old-line  offerings 
are  behind  the  overwhelming 
response  to  Blue.  Although  Amex 
refuses  to  disclose  the  size  of  its  Blue  customer 

HIP,  BUT  STILL  AMERICAN  EXPRESS— THE  SMART-LOOKING  BLUE  CARD 
IS  AIMED  AT  THE  PALMPILOT  GENERATION. 

base,  Gartner  Group  estimates  that  the  company  will  have 
some  1  million  Blue  customers  by  the  end  of  this  year. 

For  now,  Amex  is  steering  clear  of  ambitious  smart  card 
applications.  Blue  takes  a  minimalist  approach  to  chip  technol- 
ogy, using  it  for  online  security  purposes  only.  The  onboard 
silicon  stores  a  digital  certificate  of  authenticity  with  a  unique 
code  number  for  each  card.  For  traditional,  off-line  commerce, 
Blue  has  a  standard  magnetic  stripe  that  can  be  read  at  exist- 
ing point-of-sale  terminals. 

When  engaging  in  e-commerce,  a  Blue  Card  member  can 
employ  the  smart  card  as  a  nonduplicative  electronic  key  to 


Are  you  loathsome  tonight? 


THERE  WAS  AT  LEAST  one  too 

many  dot-com  print  ads  in  recent 
months,  and  this  come-on  for 
LuxuryFinder.com  was  definitely 
one  of  them.  We've  lived  through 


nerds,  geeks,  masters  of 
the  universe.  Generation 
X,  and  other  presumed 
paragons  of  the  new 
economy.  Now  we're  pre- 
sented with  "generation 
luxe"  Spare  us,  please.  Here,  in 
her  very  own  corporate  jet,  in  sun- 
glasses, fox-trimmed  coat,  leather 
pants,  Mac  laptop  (not  turned  on) 
and — yes! — driving  gloves  (the 


better  to  type  with,  my  dear),  look- 
ing ever  so  bored,  is  the  incarna- 
tion of  the  new  Internet  surfers, 
ready  to  turn  the  green  dreams  of 
e-commerce  into  an  overspend- 
ing, overcoddled,  overbearing 
reality.  Do  we  hate  this  person? 
Oh  my,  yes.  Is  she  a  spoof,  put  out 
there  to  lure  us  to  some  "rhymes 
with  rich"  porn  site?  Given  the 
cost  of  a  one-page  color  ad  in  the 


New  York  Times  Magazine,  we 
doubt  it.  And  LuxuryFinder  is  real 
enough,  though  in  a  recent  Wall 
Street  Journal  rating  of  gift  Web 
sites,  it  came  in  a  "disappointing" 
last.  Maybe,  by  the  time  the  next 
big  holiday  season  comes  around, 
its  founders  won't  have  the 
budget  for  any  more  ads.  Maybe 
they'll  even  be  Generation  Ex. 

OWEN  EDWARDS 
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an  e-wallet,  an  Amex  data  repository  that  expedites  e-shopping 
by  downloading  secure  personal  data  to  more  than  100  com- 
patible online  merchants  to  conclude  a  sale.  Activation  and 
use  of  the  chip  requires  a  $25  smart  card  reader  (free  to  early 
applicants)  that  plugs  into  a  Blue  Card  member's  PC  (Amex  is 
exploring  a  Mac-compatible  version).  "They've  been  able  to 
focus  on  a  real  customer  concern.  People  are  very  aware  of 
online  security  problems,"  says  Robert  Sterling,  financial 
services  analyst  for  Jupiter  Communications. 

PLASTIC  IS  PLASTIC 

Despite  the  hype  surrounding  its  embedded  chip  technology, 
Blue  is  really  just  a  conventional  credit  card  with  smart  card 
functions  as  a  value-added  option,  an  e-fetish  whose  function- 
ality is  more  virtual  than  real.  (Amex  won't  divulge  how  many 
of  its  customers  actually  use  the  smart  card  authentication 
feature.)  "For  now,  the  smart  card  technology  is  underused," 
Sterling  says. 

American  Express  has  stated  that  it  plans  to  add  applications 
to  the  Blue  Card's  chip,  but  marketing  Senior  Vice  President 
James  Bush  declines  to  specify  what  they  might  be,  offering 
only  that  "they'll  be  reflective  of  the  state  of  the  art."  The 
possibility  most  often  mentioned  by  analysts  is  for  loyalty 
programs  like  frequent-purchaser  bonus  points  stored  on  the 
card.  As  for  e-commerce's  Holy  Grail  of  storing  cash  on  the 
card — "e-cash"  —  Bush  says:  "Stored  value  is  something 
we're  not  sure  would  be  popular  enough  with  consumers." 

Even  if  Blue's  smart  card  functions  are  largely  symbolic, 
the  chip  is  part  of  a  high  tech  aura  that  redefines  Amex's 
stodgy  image.  Says  Robert  McKinley,  CEO  of  CardWeb,  a 
Web  site  that  tracks  the  payment  card  industry,  "Among 
credit  card  companies,  American  Express  is  like  Oldsmobile. 
And  Blue  is  definitely  not  your  father's  credit  card." 

Blue  customers  represent  an  important  growth  area  for 
American  Express:  an  affluent,  independent-minded,  and 
technologically  sophisticated  demographic.  Essentially  the 
PalmPilot  generation,  these  technology  haves  and  want-to-haves 
are  ambitious  and  self-reliant.  "Our  Blue  Card  members  want 
tools  at  their  disposal  that  let  them  do  things  for  themselves," 
says  Bush. 

Amex  is  only  too  happy  to  oblige  them  on  its  Web  site 
(americancxpress.com/blue).  There,  Blue  folk  can  apply  for  a 
card,  pay  bills,  and  access  financial  planning  calculators. 
Catering  to  customers  via  the  Web  lets  Amex  cut  costs:  A  card- 
holder's online  request  for  account  information,  for  instance, 
can  be  executed  for  about  a  dollar  less  than  such  a  request  by 
telephone.  This  cost  savings  could  prove  a  big  part  of  Blue's 
success  and  provide  Amex  with  profits. 

While  the  lure  of  a  smart  card  may  help  Amex  attract  new 
customers  whose  spending  patterns  and  desire  for  self-help 
customer  care  are  well  suited  for  the  Internet,  the  company's 
green,  gold,  and  platinum-colored  cards  won't  be  sporting 
silicon  implants  anytime  soon.  For  now,  smart  card  cool  — 
and  functions — are  intended  for  Blue  members  only. 

STEVE  DITLEA 
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©Work 

Cable  Installers 

of  the  High  Seas 

Surf,  sun,  and  loads  of  fiber-optic  lines 


THERE     ARE     TWO 

kinds  of  fiber-optic  cable 
jointers  at  Alcatel's  Portland, 
Oregon,  factory:  those  who 
have  been  out  to  sea  with 
Global  Marine  to  lay  tele- 
communications cable  along 
the  ocean  floor,  and  those 
who  haven't.  After  having 
heard  all  the  tall  tales  of 
grizzled  limeys,  cockroach- 
infested  ships,  and  exotic 
locales,  Amanda  MacPher- 
son  finally  got  her  turn  to 
experience  it  firsthand. 
MacPherson  spent  last  sum- 
mer as  one  of  three  jointers 
(and  the  only  woman)  aboard 
an  aptly  named  ship,  the 
Cable  Installer,  working  on 
the  Americas  II  cable  project. 

"I  was  surprised  when  I 
saw  the  crew.  Everybody  had 
told  me  about  how  rough 
the  Global  Marine  guys 
were,  but  they  were  just  like 
the  guys  I  work  with  at  the 
plant.  We  had  a  lounge  area 
where  everybody  who  wasn't 
on  shift  could  congregate 
and  socialize.  Pretty  soon 
they  were  telling  me,  'Yeah, 
we  just  think  of  you  as  one 
of  the  guys.'  When  we 
crossed  the  equator, 
the  crew  dressed  up 
to  hold  a  ceremony 
to  initiate  us.  One 
ot  them,  a  prose- 
cutor wearing  a  toga 
and  a  wig,  charged 
me  with  'being  a 
Yank'  and  leaving 
the  toilet  seat  down. 
Of  course,  being  the 
only  female  on  the 
ship,  I  didn't  have 


to  bunk  with  anybody. 

"We  were  scheduled  to 
do  four  joints,  which  means 
about  four  or  five  days  of 
work;  the  rest  of  the  time  we 
were  'on  call.'  Because  the 
line  is  so  long — the  Americas 
II  is  something  like  8,300 
kilometers — the  cable  has 
to  be  loaded  onto  the  ship 
in  segments,  which  then,  in 
turn,  need  to  be  connected 
as  the  ship  pays  out  the  cable. 
The  jointers  are  there  to  put 
the  segments  together. 

"Sometimes  the  plow  will 
accidentally  cut  the  cable,  and 
we've  got  to  be  there  to  put 
it  back  together.  Since  that 
didn't  happen,  we  ended  up 
having  a  lot  of  free  time  and 
really  got  to  enjoy  the  trip. 
Of  all  the  places  we  stopped, 
Brazil  was  my  favorite.  Beau- 
tiful blue  water,  great  weather, 
little  huts  on  the  white,  sandy- 
beach.  People  would  come 
by  and  try  to  sell  us  things: 
necklaces,  jewelry,  souvenirs. 
A  lot  of  the  guys  hated  it,  but 
I  loved  it.  I  loved  seeing  other 
cultures." 

ANDREW  FREIBURGHOUSE 


CABLE  GAL  AMANDA  MACPHERSON  HELPED  LAY  8,300 
KILOMETERS  OF  UNDERSEA  COMMUNICATIONS  CABLE 
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"At  Hitachi  America,  we've  been  doing 
e-business  tor  two  and  a  halt  yean. 
And  from  day  one.  we've  depended 
on  Intraware  to  make  it  successful. 
Intraware  provides  tingle- source 
solutions  tor  evaluating,  purchasing 
and  managing  all  our  e-blz  software— 
all  online.  For  example,  we  can 
evaluate  competitive  Web-based  apps 
and  get  objective  results  in  a  traction 
ot  the  time.  We  can  order  and  have 
the  sottware  sent  immediately  via 


electronic  sottware  delivery.  And  with 
proactive  notitication.  we  get  upgrades 
and  bug  fixes,  and  choose  when  and 
whether  to  download  them.  Intraware 
brings  stability— and  predictability— 
to  our  ever-changing  e-biz  initiatives. 
And  that's  a  benefit  1  don't  need  to 
spell  out  tor  you." 

As  the  leading  IT  e-Marketplace  for 
Web-based  software  and  services, 
Intraware  solves  critical  IT  challenges 
such  as  software  evaluation,  purchasing, 
and  delivery.  Through  our  services, 
we  give  you  facts  and  insight  you  simply 
can't  find  anywhere  else— saving  you 
significant  amounts  of  time  and  money. 
The  entire  thing  is  personal,  proactive, 
and  gives  you  all  you  need  to  achieve 
your  important  e-business  initiatives. 
Call  us  today  for  more  information. 


Chuck  Christ 

IT  Infrastructure  Manager 
Information  Technology  Group 
Hitachi  America 


www.intraware.com 

1.888.4.INTRAWARE 
(1.888.446.8729) 
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©  2000  Intraware,  Inc.  All  rights  reserved. 
Trademarks  are  property  of  their  respective  owners. 


Angels  in   _ 
America 

Who's  Investing  in 
What  and  Why 


LARRY  ELLISON 

f     FOUNDER 
and  chairman 
of  Oracle. 
WHAT: 
Invested  $4 
^^  *■         million  in 
NetLedger,  a  startup  pro- 
viding online  accounting 
services  to  small  businesses. 
WHY:  "I  don't  usually 
invest  in  software  ventures," 
Ellison  says.  But  he  made  an 
exception  with  NetLedger, 
which  he  calls  "the  poster 
child"  for  the  application 
server  provider  (ASP)  cat- 
egory. ASPs  let  businesses 
rent  enterprise  applications 
over  the  Internet.  Ellison 
says  NetLedger,  which  uses 
Oracle  databases,  will  bring 
Oracle  to  a  wider  audience. 

MEG  WHITMAN 
PRESIDENT  and  CEO 

of  eBay. 

WHAT:  Made  her  first- 
ever  angel  investment  in 
BizBuyer.com,  contributing 
to  its  seed 
round  of  fund- 
ing that  raised 
$  1  million.  True 
to  the  behind- 
the-scenes  nature  of  angels, 
she  refuses  to  disclose  her 
exact  investment. 
WHY:  BizBuyer.com  is  a 
husiness-to-business  online 
marketplace  that  allows 
small  companies  to  receive 
competitive  i 

iters 
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to  delivery  vans.  Whitman 
says  the  business  is  "not 
a  concept  that  could  be 
done  in  the  land-based 
world  and  transferred  to 
the  Web.  This  is  something 
that  only  the  Web  enables 
you  to  do." 

JOE  GRAZIANO 

FORMER  CFO  of  Apple 
Computer  and  Sun  Micro- 
systems, currently  on  the 
board  of  Pixar  Animation 
Studios. 

WHAT:  Invested  $500,000 
each  in  two  companies, 

Packeteer  and 
Talk  City.  Now 
serves  on  the 
boards  of  both 
companies. 
WHY:  Packeteer  supplies 
the  applications  that  help 
companies  manage  band- 
width for  mission-critical 
applications,  which  Graz- 
iano  says  will  be  a  major 
issue  for  businesses.  He 
likes  Talk  City  because  it's 
a  twist  on  the  chat  room 
concept:  Talk  City  provides 
services  to  help  businesses 
communicate  with  custo- 
mers, to  do  market  research, 
and  to  host  online  special 
events.  For  consumers,  it 
offers  online  shopping  and 
chat,  with  links  to  network 
partners  such  as  NBC  and 
Cosmopolitan  magazine. 

MICHELLE  JEFFERS 

Know  of  anv  interesting 
angels?  tm;v\  them  to 
?ngels©foit'es.ct 


BioTech 

The  Building  Blocks 

of  Life 

After  genes,  biotech's  next  big  trick 
might  be  proteins 

THIS  SUMMER,  a  young  company  called  Celera  Genomics 
will  have  sequenced  the  entire  human  genome  well  ahead  of 
the  publicly  funded  Human  Genome  Project  and  several 
highly  spirited  competitors.  Celera  will  have  determined  the 
order  of  the  roughly  3  billion  base  pairs  of  DNA  that  lie  in 
every  one  of  our  cells. 

But  once  the  genome  is  complete,  what  will  scientists 
really  have  in  hand?  Answer:  a  lot  of  work.  "Then  we'll  have 
the  pieces  of  the  jigsaw  puzzle  and  can  begin  to  put  it 
together,"  says  Randy  Scott,  president  of  Incyte  Pharmaceuti- 
cals, a  competitor  in  the  genome  race. 

Assembling  that  jigsaw  puzzle  will  be  a  feat  that  will  dwarf 
the  sequencing  of  the  human  genome.  In  every  one  of  our  cells, 
genetic  information  guides  the  production  of  proteins,  which  in 
turn  carry  out  crucial  missions  in  the  body.  Proteins  form  our 
skin,  bones,  kidneys,  and  other  organs.  But  along  that  path 
from  gene  to  organism  lie  a  lot  of  complex  interactions.  "If 
there  are  80,000  genes  in  the  human  body,  then  there  are  a 
million  different  proteins,"  says  Celera  President  Craig  Venter. 

New  disciplines  such  as  genotyping  and  gene  expression 
profiling  may  help  understand  these  complex  interactions. 
These  disciplines  involve  comparing  the  genomes  of  differ- 
ent people  to  see  how  their  genomes  vary  and  to  corre- 
late variable  gene 
sequences  or  gene 
activity  with  other 
information,  like 
what  disease  a 
person  has  or  how 
that  person  reacts 
to  certain  drugs. 
Also  emerging  is 
proteomics,  a  cou- 
sin of  genomics 
that  looks  directly 
at  the  proteins 
encoded  by  DNA. 
By  correlating  the 

presence  or  absence  of  proteins  with  certain  diseases,  research- 
ers can  learn  about  the  genes  involved  in  those  diseases — and 
about  potential  drug  targets. 

The  fruits  of  these  efforts  are  starting  to  ripen.  Millennium 
Pharmaceuticals,  for  example,  has  already  identified  the  roles  of 
dozens  of  disease-related  genes,  proof  that  a  complete  genome 
opens  the  discovery  floodgates  even  wider.         KARL  A.  THIEL 


A  GENOME  IN  HAND  WILL  MAKE  POSSIBLE 
NEW  AVENUES  OF  DISCOVERY. 
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\<f&  Connected 

[From: Grant  Davis 
[Meeting  alert! 

hope  you're  still  at 
[the  office.  Jenkins 
[just  called  and 
said  he's  coming 
at  2:00  instead  of 
14.00.  Be  there! 

OK      „     Menu 


Point 


wireless  Internet 


1 1-line  screen 


built-in  PDA 


syncs  to  PC 


voice  command1 


Actual  Size 


wireless  mod  "?m 


6.5  ounces 


Du're  571  yards  from  the  nearest  wall  jack.  But  only  a  short  putt  away  from 
ie  timely  email  that  just  forwarded  from  your  office.  What  better  way  to 
Ddge  a  bullet  than  with  the  1 1  -line  NeoPoint '"  smartphone.  You  can  read 
i  entire  message  or  contact  file  at  a  single  glance.  You  can  update  names 
id  addresses  on  your  PC,  then  sync  them  directly  into  the  phone  (data  " 
able  and  software  included).  It's  the  perfect  blend  of  cellphone  and  PDA. 
eoPoint  smartphones.  See  more.  Scroll  less.  Be  smarter.  SfM 

''jUO  NeoPoinl.  inc  Noofoint  the  NeoPon.t  Simply  More Intelligent  are  trademark*  of  Nee/Point,  Inc.  Alt  rights  reserved  I    •  »  \  ,Ji 


N'-oPoint,  the  NeoPoint  Simply  Wlort  Inrt-lligent  are  trademarks  of  NfeoPoint.  In'..  All  rights  rcsc-r/Ld  »  \  ^r 

f-eatu'es  subi«ct  to  chanae  jAftft  notice.  '  Vqico  '.omrrvind  available  on  selected  models.    •  "~-  I  .  "\<r 


For  the  nearest  store, 
or  to  buy  online,  visit 
www.neopoint.com 

Nee*  Point 

SIMPLY  WORE  IMEEIIGENT 


Spitting  'Em  Out 

The  founders  of  eCompanies  explain  the  birth, 
purpose,  and  process  of  their  incubator 


SPEND    ANY    TIME    WITH 

Jake  Winebaum  and  Sky  Day- 
ton and  you'll  be  convinced 
that  these  two  have  the  energy 
to  start  a  half-dozen  compa- 
nies simultaneously.  Whaddya 
know.  That  is  exactly  what 
they  are  doing.  Together  they 
founded  eCompanies,  a  Santa 
Monica,  California-based  in- 
cubator, in  May  1999.  Within 
the  first  two  months,  they 
raised  $130  million  to  fund 
incubated  and  startup  compa- 
nies, such  as  eMemories, 
eParties,  and  Business.com 
(the  domain  name  alone  cost 
$7.5  million). 

ASAP:  How  did  you  go  from 
Disney  to  starting  an  incubator? 
Winebaum:  It  was  something  I 
had  been  thinking  about  for  a 


long  time.  Sky  and  I  had  a 
meeting  at  Disney,  and  after- 
ward we  sat  down  at  a  taco 
stand  opposite  the  NBC  Studios 
in  Burbank. 

Dayton:  We  were  having 
enchiladas  and  tacos  and  Jake 
says,  "I'm  leaving  Disney  and 
I'm  going  to  do  this  company 
now."  At  the  same  time,  I 
had  been  getting  involved  in 
startups  and  had  a  bunch  of 
concepts. 

ASAP:  Was  eCompanies  the 
reason  you  left  Disney? 
Winebaum:  No.  I  had  wanted 
to  start  a  specific  company, 
but  about  five  minutes  into 
the  first  burrito,  I  said,  "Why 
don't  we  create  a  company 
that  can  create  companies?  We 
can  develop  this  one  idea  and 
then  do  many  other  ideas." 


ASAP:  What  was  that  original 
company? 

Winebaum:  We  haven't  an- 
nounced it  yet. 

ASAP:  How  does  eCompan- 
ies' incubation  process  work? 
Dayton:  Think  of  it  as  a  sort  of 
Henry  Ford  approach  to  build- 
ing a  company.  He  figured  out 
how  to  do  things  on  an  assem- 
bly line  that  was  the  same 
from  car  to  car.  For  example, 
most  Web  sites  have  the  same 
components.  We  are  literally 
building  those  pieces  so  they 
fit  in  a  bin  and,  as  the  company 
needs  those  pieces,  we  pull 
them  out  of  the  bin. 
ASAP:  How  fast  can  you  build 
a  company? 

Winebaum:  The  whole  pro- 
cess from  concept  to  company 
and  market  takes  90  to  180 
days.  At  the  point  a  company 
exits  our  incubator,  the  accel- 
eration doesn't  stop.  That's 
where  eCompanies'  venture 
group  comes  in  with  its  $130 
million  venture  fund. 


JAKE  WINEBAUM  (LEFT)  AND  SKY  DAYTON'S 
ECOMPANIES  BEGAN  AT  A  TACO  STAND. 

ASAP:  Can  you  explain 
the  difference  between 
demand  creation  and  demand 
fulfillment? 

Winebaum:  The  Web  today, 
and  thus  far,  has  been  really 
focused  on  fulfilling  demand 
that  was  created  elsewhere, 
usually  off  line.  You  just  go  to 
the  Web  because  it's  the  easiest 
way  to  get  what  you  need. 
Most  of  the  big  market  cows 
today  are  in  demand  fulfill- 
ment. What  we're  interested  in 
is  demand  creation.  We  want 
to  be  responsible  for  generat- 
ing an  interest  in  purchasing 
something.  Consumers  go  to 
the  Web  to  learn  about  the 
things  they  want  to  buy.  We 
want  to  create  those  kinds  of 
businesses.       BLAISE  ZEREGA 


GERALDINE    LAYBOURNE 
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RICH    LEFURGY 

THEN :   President,  Disney/ABC 
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THEN:  Senior  VP,  Buena  Vista 

Cable  Networks 
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Internet  Group 

NOW:  Partner,  Walden  Media 

NOW:  Chairperson  and  CEO, 
Oxygen  Media 
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and  Information  Technology 
Fund;  Chairman,  Internet 
Advertising  Bureau 

laurie  McCartney 
then:  VP.  Strategic  Planning 
Group,  Disney 
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TOM    PHILLIPS 

now:  Founder  and  CEO,  eStyle 
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THEN:  President,  ESPN 
Internet  Ventures;  President, 
ABC  News  Internet  Ventures 

MIKE   SLADE 

THEN:  Chairman  and  CEO, 

Starwave 

NOW:  President  and  CEO, 

NOW:  Board  Director,  Rivals.com 

Once  Upon  a  Time 

JAKE   WINEBAUM 

Deja.com 

RICHARD   WOLPERT 

Each  of  these  Disney 
execs  has  left  the  Magic 
Kingdom  and  taken  his 
or  her  own  road. 

then:  Chairman,  Buena  Vista 
Internet  Group 

NOW:  Cofounder,  eCompanies; 
General  Partner,  eCompanies 
Venture  Group 

TOBY    LENK 

THEN:  VP.  Strategic  Planning 

Group,  Disney 

now:   President  and  CEO.  eToys 

THEN:  President,  Disney  Online 
NOW:  Partner  in  Charge  of 
Internet  and  Technology  Ventures, 
The  Yucaipa  Companies 

ANDREW  FREIBURGHOUSE 
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Tektronix 

/ 

COLOR    PRINTERS    BY 

XEROX 


Brilliant  color.  Incredible  precision.  You  can't  miss. 


The  new  Phaser'' 850 
solid  ink  color  printer 


eady,  aim,  print.  You've  got  a  1200  dpi,  14  ppm  workhorse  in  your  sights.  The  Tektronix  Phaser  850  solid  ink  color 
rinter  provides  consistently  fast,  vibrant  color  output  -  page  after  page,  job  after  job.  Print  to  letterhead,  copy 
aper,  transparencies,  you  name  it,  with  results  you  can  count  on.  Be  more  productive.  And  succeed  time  and  again. 
3int  yourself  to  www.tektronix.com/aim1662  or  call  1-877-362-6567  ext.1662,  and  score  a  bull's-eye  once  and  for  all. 


PERCENTAGE  INCREASE  IN  STOCK  PRICE 
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Inktomi 


Xcelera.com 


Infrastructure:  the 
Next  Stock  Dynasty 

Investment  riches  lie  beneath  the  Internet 


Digital  Island 


NOVEMBER  1. 1999 


•►  FEBRUARY  18.2000 


THROW      OUT      THE 

popular  Peter  Lynch  theory  of 
"know  what  you  own."  Now 
is  a  good  time  to  look  closely 
at  a  less  intuitive,  but  poten- 
tially more  lucrative,  sector: 
Internet  infrastructure  stocks. 
These  are  the  software  and 
networking  firms  creating 
products  that  form  the  techni- 
cal foundation  for  everything 
we  do  with  the  Internet.  These 
companies  are  the  heirs  appar- 
ent to  today's  high-flying  dot- 
com stocks. 

Look  at  budgeting  trends. 
A  recent  Bear  Stearns  survey 
asked  Webmasters  how  they 
planned  to  spend  company 
money  in  2000.  Overall,  the 


study  found  Web  site  budgets 
are  expected  to  escalate  more 
than  38%  this  year,  from  an 
average  of  $3.9  million  in 
1999  to  $5.3  million  in  2000. 
The  same  budgets  grew  19% 
last  year. 

So,  internal  corporate 
spending  on  the  Internet  is 
growing  at  a  healthy  rate.  As 
everyone  knows,  so  is  the 
Internet.  According  to  Jupiter 
Communications,  the  U.S. 
Internet  subscriber  base 
reached  100  million  at  the  end 
of  1999,  and  is  projected  to 
reach  157  million  by  2003. 

This  overwhelming  traffic 
growth  is  forcing  com- 
panies to  spend  more 


Breakthrough: 

A  Better  Earthworm 

XEROX       PARC's    breakthrough 
technology  is  far  more  than  a  plaything 

It's  a  bird,  it's  a  plane,  it's... a  Polybot?  As 
far-out  as  it  may  sound,  within  five  years,  real-life 
search  and  rescue  might  soon  be  performed  by 
an  intelligent  modular  robot.  Xerox  PARC's  Mark 
Yim  had  the  idea  for  his  "Polybots"  seven  years 
ago,  while  a  Ph.D.  student  at  Stanford  University. 
His  Polybot,  which  is  in  an  experimental  stage 
now,  could  eventually  be  made  of  as  many  as  200 
robot  modules  —  each  with  its  own  computer 
processor  to  help  it  make  decisions  about  where 
to  go  and  how  to  get  there  In  its  present  incarna- 
tion, the  Polybot  prototype  can  inch  along  like  an 
earthworm,  slither  like  a  snake,  or  reshape 
itself  into  a  spider  or  a  figure  eight,  according  to  the 
type  of  obstacle  it  encounters  Yim's  team  hopes 
that  one  day  the  Polybot  could  even  be  dur 

:         I   peopl   'tapped  in,  say,  earthquake 


money  on  infrastructure. 
"When  a  company  thinks  it 
has  enough  capacity  and  infra- 
structure," says  Bear  Stearns 
Internet  infrastructure  analyst 
Robert  Fagin,  "it  is  wrong." 
That's  why  the  average  Web- 
master earmarks  37%  of  his  or 
her  budget  for  Internet  software. 
The  best-positioned  and 
most  publicized  Internet  soft- 
ware provider  is  Inktomi  of 
Foster  City,  California.  Its 
anchor  product,  Internet 
caching  software,  helps  store 
information  on  an  ISP's  server, 
enabling  quicker  downloads 
and  faster  responses.  Since 
going  public  in  June  1998,  its 
stock  has  shot  up  more  than 


debris,  or  be  used  for  space 
exploration.  Meanwhile, 
Defense  Advanced  Re- 
search Projects  Agency 
^  (DARPA)— the  folks 
who  brought  us  the 
Internet— is  look- 
ing into  the  tech- 
nology for  covert 
surveillance  (the 
robot  can  video- 
tape everything  it 
"sees"),  and  Xerox  hopes 
to  apply  the  technology  to  improve 
copy  machines.  Even  with  so  many  potentially 
important  uses,  Yim  predicts  that  the  first  product 
to  incorporate  Polybot  technology  will  be... 
you  guessed  it:  kids'  toys. 

SALLY  McGRANE 


tm 


1,200%,  from  a  split-adjusted 
$9  to  $122  per  share.  And 
analysts  expect  more:  Four- 
teen of  the  16  analysts  who 
cover  Inktomi  have  a  "strong 
buy"  or  "buy"  rating  on 
the  stock. 

"Inktomi  sells  to  everyone" 
says  Fagin.  "And  it  should 
continue  to  scale  right  in  line 
with  the  entire  Internet." 

Companies  such  as  Akamai 
and  Digital  Island  have  been 
getting  a  lot  of  attention  from 
investors  lately.  Both  compa- 
nies sell  a  software-based  serv- 
ice that  allows  companies  to 
bypass  data  traffic  bottlenecks 
at  central  hubs  within  the  pub- 
lic Internet  backbone,  via  an 
Akamai  or  Digital  Island  pri- 
vate network.  But  Fagin  is 
hesitant  to  get  too  excited. 
"They're  point  solutions,"  he 
says.  "Great  companies,  great 
technologies — but  they  won't 
scale  like  Inktomi."  In  fact, 
Digital  Island  even  licenses  a 
product  from  Inktomi. 

Looking  even  deeper,  a 
number  of  traditional  brick- 
and-mortar  companies  are 
leveraging  existing  real  estate 
as  private  Internet  networks. 
Xcelera.com,  which  previ- 
ously was  a  hotel  management 
and  real  estate  company,  is 
quickly  becoming  an  Internet 
software  company.  Its  stock 
has  vaulted  more  than  450% 
in  recent  months  as  it  markets 
its  private  network  to  ISPs 
and  content  providers.  As 
Xcelera.com's  transformation 
shows,  it  is  good  to  be  one  of 
the  infrastructure  kings. 

DAVID  RAYMOND 
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u've    Never    Committed 


to    a    Relationship    This    Fast    Before. 


I  do. 


* 


al  e-customer  relationship  management  (eCRM)  for  eBusiness  in  just 
lays?  Believe  it.  Presenting  Internet-hosted  Synchrony  eCRM.  Phone, 
e-mail,  Web  chat,  VOIP.  At  last,  all  your  customer  communications  can  be 
chronized  into  a  single  view  on  your  agent's  PC.  Also  at  your  fingertips? 
tomer  interaction  histories  and  Web  tools  for  building  lasting,  profitable 
itionships.  Synchrony  eCRM.  Build  a  relationship;  the  transactions  will 
lie.  For  the  industry's  only  30-day  implementation  guarantee,  call  us 
free  at  877-796-2663  or  visit  us  at  www.synchrony.net. 


CUSTOMER  RELAT  IONSH  I  P 


GEMENT  IN  30  DAYS.  GUARANTEED.   www.SYNCHRONY.NEl 


Viva  la  Internet! 


Latin  American  financial  services 

is  a  hotly  contested  business  arena 


THREE      AMERICAN 

companies  —  Zona  Finan- 
ciera,  Yahoo  en  Espaiiol,  and 
StarMedia  —  are  waging  a 
battle  south  of  the  Rio  Grande 
for  the  Latin  American  finan- 
cial community.  Their  Internet 
sites  are  boldly  positioning 
themselves  to  be  the  ultimate 
financial  services  gateway 
to  Spanish  and  Portuguese 
speakers  in  more  than  20 
nations.  Visitors,  for  example, 
can  scan  real  estate  listings  in 
Brazil,  price  cars  in  Mexico, 
identify  insurance  agents  in 
Bolivia,  or  view  stock  quotes 
and  currency  rates  throughout 
all  of  Latin  America. 

Although  Latin  America 
represents  the  fastest-growing 
Internet  market,  doubts 
remain  whether  Internet-based 
financial  services  will  take  off 
there.  "Credit  card  fraud  is  a 
tremendous  problem,  and 

Critics  question 
whether  a  single 
financial  site  can 
adequately  cover 
such  a  broad 
range  of  nations 


encryption  codes  arc  slow  to 

h  there,"  says  Christopher 

•or  of  the  1  atin 

department  at 

I  Research.  "In  gen- 

Imericans  have  .1 


deep  lack  of  trust  about  secu- 
rity on  the  Internet." 

Moreover,  critics  question 
whether  a  single  financial 
site  can  adequately  cover 
such  a  broad  range  of  nations. 
"Countries  are  individual 
markets.  If  you  want  to  be 
successful  in  the  region, 
you  should  treat  them  dif- 
ferently," says  Fernando 
Rodriguez-Alvez,  director  of 
research  for  eBrainstorm,  a 
Latin  American  consultancy. 

Zona  Financiera  could 
overcome  such  obstacles  as  it 
develops  itself  to  cater  to  each 
country  within  its  18-nation 
spread.  With  more  than  $10 
million  in  private  investments, 
Zona  Financiera 's  CEO,  Greg 
Keough,  says  that  70%  of  the 
site's  revenue  will  come  from 
e-commerce  and  transactional 
fees.  In  defense  of  his  growth 
expectations,  Keough  says  his 
clients  are  very  sophisticated, 
highly  affluent  users  who  will 
pay  top  dollar  for  financial 
services.  Keough  claims  that 
for  the  month  of  December, 
Zona  Financiera  had  half  a 
million  unique  visitors  and  4 
million  page  views. 

"I  see  Zona  Financiera  as 
an  independent  entity  for 
about  only  five  more  years," 
says  Pyramid  Research's 
Neal.  "It's  a  prime  acqui- 
sition target.  Portals  and 
financial  institutions  —  like 
Brazil's  Banco  Bradesco, 
which  offers  free  Internet 
access  and  banking  serv- 
ices-   will  go  after  it." 

So  might  AOL.  Steve  Case 
and  Netscape  l  (founder  Marc 
Andree  re    two    key 


investors  in  the  Fairfax, 
Virginia-based  Zona  Finan- 
ciera. AOL  has  rolled  out 
versions  of  its  service  in 
Brazil.  Services  in  Mexico, 
Argentina,  and  other  Latin 
American  countries  should 
follow.  But  StarMedia,  the 
leading  Latin  American  portal, 
is  considerably  entrenched, 
with  more  than  60  million 
page  views  per  month  and  a 
quarter  of  a  billion  dollars 
invested.  StarMedia's  finan- 
cial services  are  supplied  by 
homegrown  Patagon.com,  a 
Buenos  Aires  startup. 

Last  fall,  in  an  effort  to 
continue  forging  strategic 
alliances,  Zona  Financiera 
teamed  up  with  Brazil's  UOL, 
the  leading  Latin  American 
ISP,  which  plans  to  expand 
into  five  additional  South 
American  countries.  Zona 
Financiera  has  also  partnered 
with  more  than  45  compa- 
nies,   including   Microsoft 


MSN,  Miami-based  Yupi.com, 
Argentina-based  El  Sitio,  the 
Wall  Street  Journal,  the 
Washington  Post,  and  most 
recently,  Lycos. 

But  both  Pyramid's  Neal 
and  Felipe  Korzenny,  princi- 
pal of  the  Latin  American 
research  division  of  Cheskin 
Research,  believe  that  Zona 
Financiera 's  financial  services 
portal  seems  scanty  compared 
to  that  of  Yahoo  en  Espahol, 
Yahoo's  effort  to  anchor  the 
more  than  20  million  Spanish 
and  Portuguese  speakers 
already  online.  The  supply  of 
general  content  is  suspect,  too. 
One  day  in  January,  Zona 
Financiera  Mexico,  for  exam- 
ple, listed  three  national  news 
items  from  two  days  prior  in 
Spanish,  while  Yahoo  Mexico 
Finanzas  ran  more  than  20  up- 
to-the-minute  news  clips.  If 
Zona  is  to  dominate,  it's  got  a 
major  challenge  ahead  of  it. 
KRISTIN  DEMOS 
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It's  notj  ust  &  vacation. 

It's  the  rest  ofuowr  life. 

The  name  is  legendary.  The  tradition  of  hospitality  unmatched.  The  Mauna  Kea  Resort  has 

long  set  the  standard  for  gracious  Island  luxury,  with  its  magnificent  beaches,  championship  golf, 

oceanside  tennis  gardens,  spa,  restaurants,  and  amenities. 

And  now  you  have  exciting  new  opportunities  to  call  this  singular  resort  your  home. 

The  High  Bluffs  At  Mauna  Kea,  nestled  amongst  the  fairways  of  the  renowned  Mauna  Kea  and 
Hapuna  Golf  Courses,  features  large  fee-simple  residential  lots  with  outstanding  ocean  views. 

The  Uplands  At  Mauna  Kea,  a  thoughtfully  planned  low-density  residential  community  with 
breathtaking  view  planes,  offers  custom-designed  single-family  and  condominium  homes. 

And  The  Kumulani  at  the  Uplands,  a  distinctive  new  collection  of  condominium  homes,  affords  you 
the  newest  way  to  enjoy  the  exclusivity  and  quiet  seclusion  of  Hawaii's  most  prestigious  resort. 

To  experience  Mauna  Kea  for  yourself,  please  call  the  Mauna  Kea  Realty  Concierge 
at  (808)  882-5600  or  visit  our  website  at  www.maunakearesort.com/asap. 

* 

Mauna  Kea  Properties,  Inc.,  dba  Mauna  Kea  Realty  (R) 

For  more  information,  call  Mauna  Kea  Realty  at  (808)882-5600  or  fax  (808)882-5350. 

Please  visit  us  on  the  web  at:  www.MaunaKeaResort.com/asap 

This  is  not  intended  to  be  an  offering  of  sale  in  any  state  where  prohibited.  Courtesy  to  brokers. 
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Location, 

Location, 
Location 

San  Jose  and  Washington,  D.C., 

became  Internet  epicenters  by  accident 


IF  THE  INTERNET  MAKES  geographic  limitation 
as  passe  as  water  wheels,  why  isn't  Timbuktu  as  viable  as  Sili- 
con Valley  as  an  epicenter  for  the  tech  revolution?  The  truth 
is,  even  in  our  purportedly  virtual  world,  location  still  counts. 
Real  estate  in  the  tech  centers  of  the  U.S.  is  worth  its  weight  in 
gold  (or,  as  the  case  may  be,  silicon).  But  have  you  ever 
looked  at  the  addresses  of  most  major  ISPs  and  wondered: 
Why  San  Jose,  California,  and  Washington,  D.C.?  Why  not 
Los  Angeles  or  Minneapolis? 

One  of  the  reasons  for  the  geographic  primacy  of  these  two 
areas  is  the  Metropolitan  Area  Ethernet  (or  MAE)  network. 
Now  operated  by  MCI  WorldCom,  MAE  East,  located  in 
Washington,  D.C.,  and  MAE  West,  in  downtown  San  Jose,  are 
the  largest  public  peering  points  for  ISP  traffic  in  the  United 
States.  Although  there  are  now  several  MAEs  around  the 
country,  the  MAE  East  and  MAE  West  were  foundational  hubs 
for  the  Internet  industry. 


Perl  Whirl:  High  Tech  Love  Boat 

next  month,  high  tech  takes  to  the  high 
seas  as  Geek  Cruises  presents  Perl  Whirl  2000,  a  weeklong  Alaska 
ship  trip  for  computer  nerds.  The  cruise  features  classes  with  Perl  pro- 
gramming language  creator  Larry  Wall  and  Perl  expert  Tom  Christian- 
sen, plus  guru-grade  speakers  on  JavaScript  and  Apache  shortcuts. 

Participating  cyber-seadogs  will  set 
sail  on  Holland  America's  five-star 
vessel,  the  Volendam,  from  Vancouver, 
British  Columbia,  for  a  scenic  voyage 
through  Alaska's  Inside  Passage.  There, 
techies  will  have  a  chance  to  ogle 
glaciers  and  whales.  What's  more,  two 
couples  are  planning  to  get  married  during 
the  cruise — one  ceremony  will  occur 
on  deck  and  the  other  upon  a  glacier — 
performed  by  the  ship's  captain,  of  course. 

Combining  work  and  pleasure  will  set  geek  cruisers  back 
$1,499  per  person,  double  occupancy,  plus  $625  for  the  seminars. 
And  if  they  can't  get  enough  salt  air  from  this  trip,  Geek  Cruises 
also  plans  to  offer  a  Java  Jam  in  November  and  an  XML  Excur- 
sion in  January  2001.  'OHN  T.  MAYBURY 


Ocean 


Pacific 
Ocean 


THE  MAE  BACKBONE  CARRIES  THE  MOST  INTERNET  TRAFFIC  AND  HELPED  MAKE  SILICON  VALLEY 
AND  NORTHERN  VIRGINIA  INTO  PRICEY  REAL  ESTATE. 

According  to  Dan  Lasater,  director  of  MAE,  a  company 
called  Metropolitan  Fiber  Systems  (MFS,  later  bought  by 
WorldCom)  started  the  original  MAE  in  Washington,  D.C.,  as 
an  experiment  in  the  early  1990s.  MFS  chose  Washington, 
D.C.,  because  of  the  advanced — but  non-Internet  related — 
fiber-optic  infrastructure  already  there,  some  of  which  MFS 
owned.  There  was  also  a  handful  of  ISPs  in  the  Northern  Vir- 
ginia area,  which  made  it  easier  to  establish  switching  points 
there.  "It's  kind  of  a  chicken-and-egg  situation,"  Lasater  says. 
"The  initial  ISPs  were  there,  so  it  made  sense  for  the  MAE 
to  be  there."  In  the  winter  of  1993-94,  MFS  received  a  grant 
from  the  National  Science  Foundation  that  furthered  the  proj- 
ect. A  second  major  hub,  MAE  West,  was  founded  in  San 
Jose,  largely  because  of  the  area's  proximity  to  government 
and  university  research  centers.  With  the  MAE  East  and  MAE 
West  in  place,  ISPs  followed. 

The  rest,  as  they  say,  is  history.  According  to  David 
Buckel,  an  engineer  at  DPR  Construction,  a  Silicon  Valley- 
based  company  that  builds  high  tech  facilities,  "it's  like  the 
Gold  Rush"  for  companies  building  physical  sites  for  Internet 
hosting.  ISPs  and  co-location  centers  (where  multiple  servers 
host  several  businesses'  Internet  sites)  need  to  be  physically 
close  to  the  MAE.  The  farther  an  ISP  or  co-locator  is  from  the 
MAE,  the  more  fiber-optic  equipment  lies  between,  and  the 
more  expensive  it  is.  The  city  of  San  Jose,  for  one,  recognizes 
the  draw  that  the  MAE  provides.  "We've  seen  over  the  past 
two  years  that  co-location  companies  want  to  be  close  to  the 
MAE,"  says  Marry  Woodworth,  San  Jose's  assistant  director 
of  economic  development.  "It's  one  of  those  things  we  didn't 
plan;  it  just  sort  of  originated  here." 

Today,  there  are  alternatives  to  the  type  of  Internet 
exchange  that  the  MAE  provides.  Some  ISPs  have  set  up  pri- 
vate exchanges  among  themselves,  while  others  use  exchanges 
operated  by  large  telecommunications  companies.  But  the  die 
has  been  cast:  The  MAE  remains  the  largest  public  switching 
point  for  ISPs.  MAE  West  carries,  for  example,  1.6  gigabytes 
per  second,  or  the  equivalent  of  40,000  emails  per  second,  on 
a  busy  day.  Once  started,  the  location,  location,  location  ball 
is  hard  to  stop  rolling. 

SALLY  McGRANE 
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B-to-B  commerce  is  finally  heading  in  the  right  direction 


Credit 


com 


There  is  one  company  playing  a  significant  role  in  changing  the  direc- 
tion of  e-business  and  revolutionizing  the  way  commerce  is  transacted. 
That  company  is  eCredit.com.  eCredit.com  makes  e-business  possible 
on  a  scale  never  before  imagined.  We  have  removed  the  boundaries 
between  business  commerce  transactions  by  uniting  businesses  with 
global  information  sources  and  financing  partners.  Now,  e-business 
credit  and  financing  transactions  can  be  consummated  through  the 
eCredit.com  Global  Financing  Network    — the  first  Internet-based 
network  of  its  kind. 

In  the  Internet  Economy,  eCredit.com  keeps  global  business  moving. 

Move  your  business  in  the  right  direction.  Visit 
www.ecredit.com  or  call  toll-free,  1-877-247-1 146  for 
your  guide  to  the  eCredit.com  Global  Financing  Network. 
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Pick  up  a  phone  anywhere  in  the  world  and  there's  an  8  in  10  chance  you're 
connected  thanks  to  Informix  software.  Shop  at  9  of  the  world's  top  10  retailers 
and  18  of  the  world's  20  largest  supermarkets,  and  Informix  completes  your 
sale.  Make  travel  reservations,  and  your  seat  assignment  or  hotel  room  is 
probably  booked  using  our  solutions.  Now,  we've  taken  all  that  voice  and  data 
network  expertise  and  put  it  into  a  new  generation  of  Informix  software  born 
of  the  Internet  age.  It's  built  for  the  Web  from  the  ground  up  — all  the  software 
you  need  to  make  your  Web  business  work.  Now.  So  let's  talk. 


www  informix  com  or  1-800-331-1763 
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[case  study  I  food.com] 


CAN  THE  WEB  SELL 
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Unlike  the  Web,  dining  is  all  about  instant  gratification  — 

but  Food.com  has  a  plan  for 

virtualizing  restaurants     by  Alessandra  Bianchi 


D 


o  you  know  what  you're  having  for  dinner 
tonight?  Hey,  no  pressure,  but  $136  million 
hangs  on  your  decision. 

That's  how  much  is  spent  each  evening  on  meals 
by  the  71%  of  the  U.S.  population  that  hits  late 
afternoon  with  no  dinner  plans,  according  to 
Restaurants  and  Institutions  magazine.  That 
explains  why  the  food  service  takeout  and  delivery 
business  had  $126  billion  in  annual  sales  in  1997 — 
■  with  a  growth  rate  nearly  seven  times  that  of  the  rest 
of  the  food  industry.  And  it's  projected  to  exceed 
$195  billion  in  sales  by  2007,  reports  research 
firm  Technomic. 

That  ought  to  make  a  no-brainer 
out  of  Food.com,  a  Web  business  that 
wants  to  hook  up  cooking-averse, 
stay-at-home  diners  with  the  tens  of 
thousands  of  restaurants  that  want 
their  business.  But  placing  a  nation's 
worth  of  eateries  a  mouse  click  away 
from  hungry  Web  surfers  is  proving  a 
lot  harder  than  it  sounds.  It  turns  out 
that  there  are  a  ton  of  logistical  and 
managerial  complexities  involved  in 
converting  fiercely  independent  and 
stubbornly  low-tech  restaurants  into 
a  seamless  army  of  high  tech  meal 
distributors.  Still,  the  brave  new  logic 
of  Internet  businesses  provides  clear 
instruction  for  this  sort  of  situation: 
When  one  challenge  seems  over- 
whelming, take  on  many  others. 

And  so  it  is  that  Food.com  plans  to 
parlay  its  hoped-for  success  from  its 
Web-based  takeout  service  into  a 
smorgasbord  of  food-related  online 
opportunities,  including  the  poten- 
tially more  lucrative  back  end  of  the 
restaurant  business.  If  the  company 
takes  off,  it  will  be  a  tribute  not  only 
to  the  "more  is  more"  model  of 
Internet  business  but  also  to  the 
theory  of  Food. corn's  offbeat  chief 
that  what  a  lot  of  hot-to-the-point- 
of-melting  Silicon  Valley  startups 
need  is  a  lesson  in  cool,  hard-nosed 
creative  management  from,  of  all 
places,  Hollywood. 


Sitting  in  a  Beverly  Hills  coffee  shop  near  too 
many  photos  of  Merv  Griffin,  sporting  an  immacu- 
lately trimmed  beard,  gabardine  slacks,  and  a  choco- 
late leather  jacket,  Rich  Frank  isn't  hard  to  peg 
as  a  Hollywood  executive.  He's  schmoozing  at  the 
moment,  reminiscing  about  one  of  his  first  big-shot 
accomplishments:  how  he  twisted  Frank  Sinatra's 
arm  to  do  one  of  the  first  pay-per-view  television 

F00D.COM  CEO  RICH  FRANK  INSISTS  THE  RULES  OF  HOLLYWOOD  MANAGEMENT- REPACKAGE  THE  PRODUCT. 
CONTROL  COSTS,  RENEGOTIATE  CONTRACTS,  AND  ALWAYS  THINK  ENTERTAINMENT, 
AMONG  OTHERS-CAN  MAKE  A  WEB  BUSINESS  A  HIT. 
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events.  "[Barry]  Diller  told  me,  'Go  get 
Sinatra,'"  he  recalls.  "So  I  called  his  agent, 
and  he  said,  'Sinatra  doesn't  do  that  kind 
of  thing.'  But  you  know  what,  we  paid 
him  a  pile  of  money  and  we  got  him." 

In  a  few  minutes,  Frank  will  head  off 
to  a  Palm  Springs  get-together,  and  he 
already  has  his  cell  phone  in  hand,  ready 


to  score  some  quality  voice  time  during 
the  two-hour  drive.  He's  got  plenty  of 
people  to  call,  the  names  dropping 
around  him  like  flies:  Eisner,  Katzenberg, 
Turner,  Levin... He's  got  them  all  logged 
right  on  his  Palm  organizer. 

Palm  organizer?  That  may  seem  out  of 
place  for  a  57-year-old  Brooklyn  boy  who 
spent  nearly  30  years  maneuvering  to  the 
top  echelons  of  Disney  and  Paramount. 
But  Frank  has  found  himself  in  the 
unlikely  role  of  CEO  of  a  Silicon  Valley 
dot-com.  And,  equally  surprising,  it's 
working.  That  meeting  in  Palm  Springs? 
It's  with  a  group  of  Salomon  Smith 
Barney  conference-goers  to  discuss 
another  potential  infusion  of  capital  into 
the  gaping  maw  of  huge  costs,  huger 
ambitions,  and  currently  modest  revenues 
that  is  Food.com. 

frank   wasn't  in   on  the  birth  of 

com,  which  is  probably  to  his 

he  com]-  is  inspired  by 


that  not-especially-historic 
moment  in  cinema  when  the 
character  played  by  Sandra 
Bullock  in  The  Net  orders 
a  pizza  over  the  Internet. 
An  entrepreneur  named  Tim 
Glass  was  transfixed  by 
this  scene  fragment  and  decided  right 
there  in  the  theater  that  online  pizza  was 
the  next  geek-Nirvana  (never  mind  that 
pizza  is  pretty  damned  easy  to  order  with- 
out a  computer),  and  he  quickly  founded 
a  company,  called  Cyberslice.  A  few  part- 
ners provided  some  much-needed  per- 
spective broadening,  and  the  company 
soon  evolved  into  Cybermeals.  Still, 
things  weren't  going  anywhere  fast,  and 
the  money  ran  out  in  1998. 

That's  when  a  rich  and  semiretired 
Frank,  still  on  retainer  with  a  few  tele- 
vision networks  but  mostly  enjoying 
golfing  in  Scotland  and  cocooning  in  his 
second  home  at  his  Napa  Valley  winery, 
got  a  call  from  a  friend  alerting  him  to 
an  opportunity  to  invest  in  an  Internet 
startup — one  that  was  low  on  cash  and 
high-powered  management  but  built  on 
an  interesting  premise. 

Frank  drove  down  from  Napa  to  the 
company's  San  Francisco  offices  to  take  a 
look.  The  market  looked  promising.  In 
1998,  takeout  orders  outweighed  sit- 
down  orders  51%  to  49%,  according  to 
Technomic.  And  takeout  and  delivery 
sales  continue  to  grow  three  times  faster 
than  sit-down  dining,  according  to  a  con- 
sumer report  on  eating  share  trends.  The 
National  Restaurant  Association  was 
reporting  that  in  an  average  month,  78% 
of  U.S.  households  used  some  form  of 
food  carryout  or  delivery.  Cybermeals 
had  a  clear  shot  at  this  booming  market; 
no  other  major  venture  was  getting  a 
strong  grip  on  takeout  at  the  time.  Frank 
saw  his  shot.  Just  as  in  Hollywood,  he 
made  his  pitch. 

When  Frank  arrived  at  Cybermeals 
.is  irs  new  CEO  in  September  1998, 
the  four  original  founders  (including 
Glass)  had  already  been  eased  out  the 
door.  The  company  was  in  trouble  and 
nearly  broke,  with  confused  manage- 
ment and  an  undirected  staff.  But  Frank 
had  seen  this  many  times  before  in  the 
movie  business.  All  the  company  needed 


Frank  treated  the  company 
as  if  it  were  a  mildly 
promising  movie  treatment 
that  wouldn't  get  made 
unless  it  underwent  a 
complete  studio  makeover. 


was  some  good  old  studio  discipline. 

But  first,  Frank  decided  he  needed  to 
go  native.  Soon  the  limousines  and  the 
private  jets  that  had  whisked  him  to  long 
weekends  in  Napa  and  Beverly  Hills  were 
replaced  by  frantic  cab  rides  between  San 
Francisco  International  Airport  and 
downtown  San  Francisco.  Instead  of  sit- 
ting in  a  leather  executive  chair,  he  began 
parking  himself  on  one  of  the  company's 
metal  chairs  etched  with  images  of  veg- 
etables. Rather  than  dictating  to  secre- 
taries, he  was  sending  self-typed  letters 
to  computer  printers  named  Ketchup, 
Mustard,  and  Sourdough.  He  reluctantly 
switched  his  subscription  to  Variety  to 
one  for  Wired.  He  even  had  to  learn  to 
pump  his  own  gas  instead  of  having  the 
studio  do  it  for  him. 

And  then  there  were  all  those  kids 
running  around  the  company.  "I  felt  like 
the  adult  supervision,"  he  recalls.  But 
there  was  an  upside:  The  kids  taught  him 
how  to  right-click  on  a  mouse  and  how  to 
master  his  new  Palm  organizer. 

Frank  severed  his  retainer  deals  with 
the  television  networks  and  threw  himself 
into  the  job,  treating  Cybermeals  as  if  it 
were  a  mildly  promising  movie  treatment 
that  could  get  made  only  if  it  had  a  com- 
plete studio  makeover.  The  Cybermeals 
name  was  an  early  casualty.  "I  know  a 
good  name  when  I  see  it,  and  'Cyber- 
meals' wasn't  it,"  he  says.  "Talk  about 
unappetizing."  Frank  snatched  up  the 
URL  www.food.com  from  a  guy  who 
wanted  enough  money  to  put  his  daugh- 
ter through  college. 

Next,  Frank  attacked  the  company's 
cash  crisis.  It  had  burned  through  signi- 
ficant angel  funding  and  an  initial  $10 
million  round  of  financing  provided 
by  Palo  Alto  venture  firm  Accel  Partners. 
Worse,  the  company  had  committed 
to  $54  million  in  advertising  on  Yahoo, 
Lycos,  Excite,  and  AOL.  Frank  did 
the  Silicon  Valley  thing:  He  learned 
PowerPoint,  and  hit  the  road. 
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STATION  WAGONS 


BECOME  SUVs, 


WRESTLERS 


BECOME  GOVERNORS. 


PUSH  TECHNOLOGY 


BECOMES 


What  became  of  Push?  It  went  to  work  for  companies  like  SAP, 

Hewlett-Packard,  and  Robertson  Stephens.  To  get  these  stories  and  more, 

go  to  www.backweb.com.  Or  call  1-800-863-0100. 


PUSH   FOR   E-BUSINESS   SOLUTIONS. 


UP 

s  an  integral  part  of  its  mySflP.com™ 
iternet  business  strategy, SAP  created 
ollaborative  customer  relationship 
:anagement  solutions  that  leverage 
ackWeb*  to  push  critical  information  to 
;mote  soles  and  support  personnel.  SAP 
3M  solutions  will  help  companies  improve 
jstomer  service  and  build  customer  loyalty. 


Hewlett-Packard 

Using  BackWeb,  Hewlett-Packard  pushes 
technical  support  offerings  to  HP  Pavilion 
PC  customers.  With  proactive,  targeted 
updates  of  help  files  and  driver  updates, 
Hewlett-Packard  is  oble  to  reduce  the 
number  of  tech  support  calls. 


Robertson  Stephens 

Using  BackWeb,  Robertson  Stephens 
pushes  morket  updates  and  critical 
information  to  stock  traders.  By 
occelerating  the  delivery  of  information, 
Robertson  Stephens  helps  traders  react 
faster  to  market  changes,  which 
ultimately  results  in  increased  revenues 
and  improved  customer  service. 


1MPBNIES     USING     BOCKWEB:      FIDELITY     INVESTMENTS,      CISCO,      BRITISH     TELECOM,      COMPAQ,      U     S    WEST,      PND     MORE 
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Six  months  later,  Frank  had  raised  $30 
million — more  than  he  had  targeted — 
from  the  Tribune  media  group's  venture 
arm,  Sega  founder  Isao  Okawa,  and 
Accel.  "Rich  gave  us  an  incredible  amount 
of  credibility,"  says  Food.com's  director 
of  communications,  David  Gilcreast. 
"People  thought,  'If  this  guy's  in,  there's 
something  here.' "  He  points  to  the  recent 
collapse  of  online  food  purveyor  Cook- 
Express. com  as  an  example  of  what  can 
befall  a  cash-starved  startup  without  a 
marquee  player  like  Frank. 

Next  on  Frank's  agenda  was  extract- 
ing Food.com  from  the  expensive  portal 
deals,  which  weren't  likely  to  pay  off 
in  short-term  sales.  The  contracts  were 
ironclad,  but  Frank  knew  from  Holly- 
wood that  there  was  no  such  thing  as 
a  deal  you  couldn't  back  out  of.  "I  just 
explained  to  each  of  them  that  this  is  the 
way  it  is,  but  that  we'd  be  back  when  we 
were  big,"  he  says.  "I  told  them  I  always 
take  care  of  people  who  take  care  of  me." 
He  kept  a  four-year,  $20  million  AOL  deal 
to  be  the  online  giant's  exclusive  takeout 
and  delivery  service  but  squeezed  two  free 
extra  years  out  of  it. 

Frank  next  turned  his  attention  to  the 
management  team.  In  a  matter  of  months, 
the  company  brought  on  board  a  new 
COO,  CFO,  and  VP  of  marketing.  All  cite 
Frank's  presence  as  the  main  reason  for 
joining  and  praise  his  management  style 
as  warmly  blunt.  CFO  Joan  Varrone 
recalls  when  Frank  was  interviewing  her, 
he  acknowledged  that  she  had  recently 
taken  a  high  tech  company  public,  but 
then  told  her  what  really  impressed  him 
was  that  she  was  putting  her  two  children 
through  school  as  a  single,  working  mom. 
"He  said,  if  you  can  do  that,  you  can 
do  this  job,'  "  Varrone  says.  But  it  wasn't 
his  way  of  saying  the  job  was  easy: 
He  walked  into  her  office  on  her  second 
da)  and  told  her  to  come  up  with  a 
valuation  for  a  potential  acquisition 
target.  No  hurry,  he  told  her  —  two  hours 
would  be  fine. 

New  COO  John  Lung,  a  veteran  of 
Symantec  and  Apple,  immediately 
iked  on  what   he  call-,  a  " gut- 
tural tr 
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full-time  employees  in  its  San 
Francisco  office,  47  in  a 
Seattle  office,  and  71  sales- 
people in  the  field  —  Laing 
organized  the  company  into 
discrete  business  units  and 
handed  out  tough  targets  for 
increasing  traffic,  online  orders,  and 
participating  restaurants.  Today,  the 
sales  force  is  signing  up  restaurants  at 
the  rate  of  500  per  month  ( "Just  try  talk- 
ing about  the  Internet  to  some  guy  who's 
throwing  pizzas,"  grumbles  Frank),  and 
has  worked  out  deals  with  80%  of  the 
country's  restaurant  delivery  services  to 
distribute  menus  and  handle  Food.com's 
phone  orders. 

Having  overseen  thousands  of  com- 
mercials, Frank  had  no  trouble  deciding 
that  a  planned  TV  ad  showing  a  man  and 


A  site  remake  is  adding  a 
Zagat-like  dining  guide,  a 
recipe  database,  virtual  peeks 
into  celebrities'  fridges,  and 
articles  about  dishes  made 
from  various  animals'  eyeballs. 


a  chimp  on  a  date,  with  the  message 
"Sometimes  it's  better  to  eat  in,"  wasn't 
going  to  stimulate  appetites.  He  killed  the 
spot  before  it  aired.  For  the  new  adver- 
tising push.  Marketing  VP  Angela  Wilson 
Gyetvan  adopted  a  more  grassroots 
approach.  She  placed  Food.com  ads  in 
places  where  people  are  running  errands  or 
thinking  about  what  to  do  for  dinner — 
ai  ATM  machines,  for  example,  and  in 


free  local  weeklies.  Gyetvan  also  dressed 
her  staff  as  chefs  and  sent  them  off  to 
canvass  office  parks.  Further  exposure 
will  be  coming  from  deals  with  AT&T 
Interactive  Group  to  place  Food.com 
on  its  set-top  boxes  this  summer  and 
with  home-grocery  company  Peapod  for 
banner-ad  swaps. 

Finally,  with  financial  and  operational 
discipline  in  place,  Frank  and  his  team 
took  a  hard  look  at  Food.com's  business 
model.  The  company's  revenues  had 
come  exclusively  from  charging  its  mem- 
ber restaurants  $400  to  set  up  shop  on  the 
site,  $50  a  month  to  maintain  the  listing, 
and  a  5%  commission  on  each  online 
order.  But  his  network  television  days  had 
taught  him  the  dangers  of  relying  on  a 
narrow  stream  of  revenue.  "We  invented 
cable  to  solve  that  problem,"  he  notes. 

For  starters,  he  recognized  that  Food, 
com  had  an  opportunity  not  simply  to 
give  customers  the  ability  to  order  once 
they've  decided  what  they  want  but  also 
to  help  them  decide  what  they  want,  and 
which  restaurant  to  get  it  from.  To  that 
end,  he  decided  the  site  should  provide  a 
vast  trove  of  information  on  restaurants 
and  food.  "When  Disney  CEO  Michael 
Eisner  asked  me  what  a  Hollywood  guy 
like  me  was  doing  at  a  dot-com,"  says 
Frank,  "I  told  him,  i'm  building  the 
Food  Channel.'" 

Food.com's  content  has  been  building 
and  broadening  steadily.  Last  summer  the 
company  added  special  sections  aimed 
at  office  workers  and  college  students — 
these  two  particularly  high-bandwidth 
and  high-appetite  audiences  making  up 
half  of  the  total  user  base — that  include 
articles  on  topics  such  as  how  to  cure  a 
hangover  and  how  to  order  the  perfect 
lunch  for  the  boss.  A  redesign  was  rolled 
out  last  December,  and  beginning  this 
spring  an  ongoing  series  of  remakes  will 
add  a  Zagat-like  restaurant  dining  guide, 
a  recipe  database,  virtual  peeks  into 
the  contents  of  celebrities'  fridges,  and 
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the  market,  you  either  kick  or  get  kicked.  White  TradeCast  software  can't  guarantee  you'll  always  make  money, 
<an  give  you  the  control,  power  and  ease  of  use  to  make  sharp,  well-informed  transactions.  TradeCast  software 
es  you  direct  market  access  by  routing  your  orders  through  TradeCast  Securities  to  NASDAQ,  AMEX,  NYSE      A 
1  all  major  ECNs.  NASDAQ  Level  II.  Rapid  executions  and  confirmations.  Real-time  headline  news.  Charts.     ^ 
rty  day  free  trial.  TradeCast  software  is  driving  trading  rooms  in  brokerage  firms  across  the  U.S.  Now, 
your  turn  to  step  up.  Visit  us  at  www.tradecast.com  for  a  demo  or  call  1-877-626-4466. 


to  market  volatility  and  high  trading  volume,  you  may  experience  delays  in  system  access  and  trade  execution. 


Membet  of  NASO/SIPC 


Think  of  us  as  the  glue 
fbr  ebusiness. 


Congratulations.  Your  ebusiness  is  booming.  Now  what?  The  eService  Suite"  from 
ServiceWare  includes  everything  you  need  to  keep  your  customers  coming  back 
again  and  again.  On  the  Web,  in  the  call  center,  in  the  field... the  eService  Suite 
delivers  immediate  answers  to  questions  about  your  products  and  services.  It  even 
integrates  with  leading  customer  relationship  management  software,  enabling  you 
to  leverage  your  existing  investments.  Over  4,000  organizations  (and  their 
customers)  have  experienced  the  benefits  of  ServiceWare.  Shouldn't  you? 
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articles  about  famous  chefs  and  dishes 
made  with  animals'  eyeballs.  The  com- 
pany has  budgeted  $2.5  million  for  a 
complete  overhaul  by  August,  in  which 
planned  additions  include  movie  clips  of 
celebrity  chef  techniques,  a  kitchenware 
store,  and  a  click-to-buy  wine  guide.  Since 
instituting  the  changes  last  year,  visitor 
rates  have  doubled  and  advertising  rev- 
enues have  climbed  from  virtually  noth- 
ing to  40%  of  the  company's  total  sales. 

With  the  site  now  playing  a  role  in  the 
decision  of  where  and  what  to  eat, 
Frank's  Tinseltown  experience  tells  him 
there  is  one  more  step  needed:  how  to 
charge  restaurants  and  other  businesses 
to  get  a  shot  at  swaying  that  decision. 
"Once  you  own  your  own  product,"  he 
says,  "you  can  repurpose  it  100  different 
ways,  and  that's  where  you  make  your 
real  money." 

In  the  case  of  Food.com,  the  product  is 
hungry  customers'  attention,  along  with 
data  captured  directly  from  14,000  order- 
enabled  restaurants.  Thus,  providing 
food  online  is  ultimately  a  way  to  wire 
together  a  nationwide  network  of  restau- 
rants to  sell  consumers  lots  of  food- 
related  products  and  services.  Long 
term,  the  greatest  revenue  opportunity 
may  ultimately  lie  in  the  $400  billion 
business-to-business  arena  of  restaurant 
supplies,  says  Frank.  He  notes  that  80% 
of  the  620,000  restaurants  in  this  country 
are  mom-and-pop  operations.  "They  get 
screwed  every  time  they  buy  a  bottle  of 
ketchup,"  he  says.  "But  if  you're  buying 
thousands  of  bottles  of  ketchup  from  a 
supplier,  you'll  get  a  better  price."  Frank's 
proposed  solution:  a  massive  purchasing 
co-op,  with  Food.com  playing  the  role  of 
aggregator  and  procurer — then  taking  a 
slice  off  the  top  for  its  troubles,  of  course. 

To  pull  that  scheme  off,  Food.com 
needs  to  electronically  link  restaurants 
together  into  a  single  vast  network  — 
easier  said  than  done,  given  that,  by 
Food. corn's  reckoning,  only  about  10% 
of  restaurants  even  own  a  fax  machine. 

What  restaurants  do  have,  and  are  in 
no  hurry  to  outgrow,  are  telephones.  So 
Food.com  has  set  up  a  system  for  trans- 
lating orders  that  come  over  the  Internet 
into  digitized  speech  delivered  via  phone. 
Since  restaurant  menus  often  contain 
words  not  found  in  standard  English  dic- 
tionaries, Food.com's  Lori  Herker  sits  in 
a  sound  booth  in  the  Seattle  office  care- 
fully articulating  1,500  new  words  into 
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the  system  every  week.  "Gi-am-bot-ta. 
Te-zu-na.  Shi-ji-mi,"  Herker  says  into 
the  mike  one  morning.  By  November,  she 
had  already  recorded  58,813  words  in  22 
languages,  along  with  thousands  of 
Food.com  customer  names. 

Orders  also  can  be  auto-faxed  to  the 
restaurant,  and  the  company  is  jointly 
developing  with  point-of-sale  (POS)  soft- 
ware manufacturers  a  device  that  will  link 
Food.com  directly  into  its  restaurants' 
POS  systems.  For  now,  to  catch  errors, 
as  many  as  15  people  monitor  every 
order  that  Food.com  processes  during  its 
6  a.m. -to-midnight  business  day.  Thirty- 
five  percent  of  all  orders  require  some 
human  intervention,  but  only  one  quarter 
of  1  %  fail  to  result  in  a  successful  delivery, 
claims  the  company. 

I  tested  the  system  with  delivery  orders 
in  two  cities  and  found  turnaround  to  be 
prompt,  though  one  order  was  missing  a 
side  dish  and  the  other  salad  dressing.  By 
comparison,  of  the  two  orders  I  placed 
online  with  a  rival  company,  Waiter.com, 
a  Sunnyvale,  California,  delivery  service 
representing  some  1,400  restaurants, 
mostly  in  Northern  California,  one  order 
was  held  up  by  an  apparently  backed-up 
kitchen,  though  ultimately  delivered  as 
specified,  and  the  other  never  arrived  at 
all.  (I  also  put  in  two  phone  orders  as 
a  control  group.  Both  deliveries  were 
prompt  and  accurate.  Go  figure.) 

Despite  the  obvious  need  to  work  out 
kinks,  Frank  already  is  claiming  victory. 
He  says  that  Food.com  is  adding  1,400 
new  users  a  day,  that  last  year's  revenues 
were  triple  those  of  1998,  that  it  is  pro- 
jecting a  sixrold  increase  in  2000  (just  in 
time  for  a  possible  IPO  later  this  year), 
and  that  profitability  will  emerge  next 
year.  One  particularly  sweet  validation 
for  Frank's  bold  jump  into  dot-com 
madness  has  been  the  AOL-Time  Warner 
deal,  heralding  a  new  link  between  the 
Internet  and  Hollywood.  Frank  says, 
"The  entertainment  and  cable  guys,  the 
phone  guys,  the  TV  and  PC  guys  — 
they're  all  becoming  one  and  the  same." 

Well,  maybe  not  exactly  the  same. 
Frank's  old  chums  at  Disney  still  dine  at 
reserved  tables  in  the  studio's  swanky 
Michael  Graves-designed  rotunda, 
whereas  Frank  often  eats  by  ordering 
from  his  computer  in  his  hotel  room  four 
blocks  from  Food.com.  At  least  Frank 
has  a  wider  variety  of  menu  items  to 
choose  from.  ■ 
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Tap  the   power  of 
your  stock  portfolio 
without  triggering 
the   tax   jolt.  Our 

90%  Stock  LoanSMgives 
you   the   opportunity 
to  boost  your  liquidity 
without     triggering 
capital    gains   taxes.   And  you 
can  do  so  while  maintaining 
unlimited  upside 
potential     and 
gaining  downside 
protection.  Call 
888-DERMUM 
or    visit    us    at 
Derivium.com 
to  increase 
your    finan- 
cial  power 
today. 
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1      888     DERIVIUM 


WWW. DERIVIUM. COM 
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Taking  networks  forward 

(in       P  '  skips,  leaps  and  bounds). 
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We  make  the  things  that 
make  communications  work. 


bogies 


1: 


Start  with  the  Internet. 


We're  making  it  fast  as  the  speed  of  light  using 
our  breakthroughs  in  optical  networking  and  our 
fastest-ever  router. 


Jump  to  the  next  wave  of  wireless  networks  (we're 
making  anytime/anywhere  access  to  the  Net  a  reality). 


4&5 


Voice  &  data.  Wireless  &  wireline.  Internet  & 
whatever-comes-next.  We  make  all  networks  work 
together  (with  the  quality  and  reliability  you  expect). 


(did  we  mention  we're  doing  it  all  today?) 


7  o  O  ;        Plus,  more  people  with  more  network  knowledge 
than  anyone  else  out  there  (that's  Lucent  NetCare, 
ready  to  jump  at  a  moment's  notice). 


HoTTIP'      ^~et  us  ^P  y°ur  business  leap  forward. 
www.lucent.com,  or  1-888-4-Lucent. 


HO 


Electronically  knocking  over 

a  financial  institution  isn't  easy, 

but  it's  probably  not  as  hard 

as  you  think.'-'' J        Let's  get  to  work 


BY  DAVID  H.  FREEDMAN 


ILLUSTRATIONS  BY  ROSS  MacDONALD 


STEP  ONE: 


THE  SETUP 

First,  we'll  pull  our  core  team  together.  We'll  need  at  least  half  a  dozen 
software  whizzes  to  do  our  hacking,  including  specialists  in  banking 
application  software,  wire  transfer  networks,  IBM  MVS,  Unix,  Sun 
Microsystems  Solaris,  or  Windows  NT  (depending  on  which  is  control- 
ling the  bank's  servers),  Windows  95  and  98,  and  security  software.  M 
We'll  also  want  at  least  one  inside  person  at  the  bank.  M  This  could 
be  a  mid-  to  low-level  employee,  a  teller,  assistant  manager  in  data 
processing,  or  a  wire  transfer  clerk.  We  should  have  someone 
experienced  in  physical  security,  too,  as  well  as  a  talented 


THE  FINER  POINTS 

[1J  Of  eight  respected  computer  security  experts  consulted 
for  this  article,  all  agreed  that  hacking  into  a  bank  was 
doable,  and  most  insisted  it  wouldn't  be  all  that  hard. 
"If  I  were  going  into  e-crime,  I'd  hit  a  bank,"  says  Jon 
David,  a  security  guru  who  has  worked  in  the  field  for 
30  years.  Why  haven't  banks  been  hacked,  then?  Oh, 
but  they  have — big  time.  In  1994,  a  24-year-old  pro- 
grammer in  St.  Petersburg,  Russia,  named  Vladimir 
Levin  hacked  Citibank  for  $10  million.  He  was  later 
caught,  extradited  to  the  United  States  and  is  serving  a 
three-year  sentence.  (All  but  $400,000  of  the  money 
was  recovered.)  This  sort  of  thing  happens  often  but  is 
hushed  up,  according  to  Michael  Higgins,  a  former 
analyst  with  the  Defense  Intelligence  Agency  and  now 
a  financial  computer  security  consultant  who  heads 
Para-Protect  in  Alexandria,  Virginia.  The  federal  gov- 
ernment requires  banks  to  report  losses,  but  Higgins 
says  banks  avoid  potentially  bad  publicity  by  reporting 
losses  as  accounting  efficiency  errors.  "The  losses  are  in 
the  reports,  but  the  FBI  doesn't  get  them.  They  only  get 
reports  of  alleged  crimes,"  he  says.  "The  reports  aren't 
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"social  engineer"  capable  of  charm  and  fast  talk. 

Next,  we'll  pick  our  target,  avoiding  top-tier  banks  because  they're 
too  well  protected.  We  don't  want  small  community  or  Internet-only 
banks,  either,  because  their  limited  money  supply  makes  it  likely  that 
managers  would  instantly  notice  millions  of  dollars  flying  out  the  elec- 
tronic doors.  So  we  target  a  nice  midsize  bank.!5' 

Finally,  like  any  other  business  endeavor,  we'll  need  time  to  get  set 
up  and  some  seed  money — for  equipment,  living  expenses,  advances, 
bribes,  and  so  on.'6'  Two  million  dollars  should  do  It.™  Our  goal  will  be 
to  steal  between  $10  million  and  $100  million.  W 


STEP  TWO: 

THE  GROUNDWORK 

Our  physical-security  pro  and  his  or  her  associates  will  get  themselves 
hired  by  the  target  bank  as  janitors,  electricians,  plumbers,  or  other 
contractors.''  Once  inside,  they'll  plant  bugs  throughout  the  bank. 
They'll  also  filch  useful  hard-copy  information  from  desks,  filing  cabi- 
nets, and  closets.  At  the  same  time,  our  social  engineer  and  hired 
cohorts  will  run  a  number  of  small  scams  designed  to  yield  insights 
rto  r.r>vi  t>v*  bjnk  sets  up,  accesses,  modifies,  and  pays  out  its 
For  Instance,  they'll  pose  as  retail  and  commercial 


specific  enough  to  identify  losses  that  could  have  come 
from  hacking."  In  the  case  of  larger  losses,  bank  man- 
agers simply  disregard  the  law  for  fear  that  customers 
would  flee  if  the  truth  were  known,  according  to  Bob 
Friel,  a  former  Secret  Service  agent  who  now  heads  a 
computer  forensics  group  at  the  Veterans  Affairs 
Inspector  General's  office.  During  a  stint  as  a  security 
consultant  to  banks  and  other  organizations,  Friel  was 
shocked  to  discover  the  magnitude  of  the  hacker  losses 
that  banks  were  swallowing.  He  claims  his  sources  in 
the  financial  industry  report  individual  hits  as  large  as 
$100  million.  A  half  dozen  banks  contacted  for  this 
article  declined  to  comment. 

[2]  Computer  security  insiders  are  usually  careful  to  use 
the  term  cracker  for  someone  who  tries  to  gain  unau- 
thorized entry  into  a  computer  system,  reserving  hacker 
as  a  complimentary  term  for  someone  adept  at  pro- 
gramming. But  we'll  stick  with  the  popular  usage  of 
hacker  as  an  intruder. 

[3]  As  with  many  high  tech  ventures  in  today's  robust 
economy,  finding  good  people  will  be  our  biggest  chal- 
lenge. Programmers  with  malicious  or  criminal  bents 
tend  not  to  be  the  exceptionally  talented;  most  of  those 
make  pretty  good  money  in  legitimate  jobs.  If  the 
bloom  fades  on  the  tech  stock  market,  however,  there 
could  be  a  lot  of  high-living  programmers  who  sud- 
denly don't  have  jobs.  In  the  meantime,  we  could  use 
"false  flag  recruitment"  techniques,  convincing  candi- 
dates that  they  would  be  serving  a  bank. 

[4]  Though  our  heist  will  be  electronic,  it  would  probably 
be  close  to  impossible  to  pull  it  off  without  someone 
providing  information  from  the  inside.  Levin  had  an 
inside  partner  on  the  Citibank  job. 

[5]  Preferably  we  target  a  midsize  bank  that  has  moved 
aggressively  into  information  technology  and  Internet 
banking,  because  competitive  pressure  from  technology- 
saw  v  big  banks  has  probably  caused  them  to  get  in  over 
their  heads,  opening  up  security  gaps.  Says  Higgins: 
"Those  banks  are  rushing  into  technology,  and  they 
don't  comprehend  it  completely." 

[6]  According  to  Jim  Settle,  founder  of  the  FBI's  original 
computer  crime  squad  and  now  CEO  of  security  con- 
sultancy SST,  a  successful  electronic  bank  heist  should 
take  about  six  months. 

[7]  To  gel  our  seed  money,  we  can  form  a  private  syndicate 
of  the  son  that  has  cropped  up  to  support  computer 
credit  card  fraud  operations  in  Russia.  You'd  think 
we'd  be  able  to  work  with  organized  crime,  but  for  now 


I  -t 


customers,  making  friends  with  bank  employees  outside  of  work,  and 
impersonating  bank  employees  over  the  phone  in  an  effort  to  get  infor- 
mation from  employees,  customers,  software  vendors,  computer  pro- 
fessionals, and  other  banks.  Meanwhile,  of  course,  our  main  insider 
will  be  learning  everything  he  or  she  can  about  the  bank's  network, 
software,  processes,  and  employees. 

The  actual  hacking  will  be  cautious  and  low-level  for  the  first  several 
weeks!10! — better  to  peel  an  onion  than  boldly  drill  for  oil.  We  won't  go 
near  the  money  systems  at  this  point.  Instead,  we'll  focus  on  finding  var- 
ious ways  to  get  onto  the  network  from  the  outside.  M  One  approach 
will  be  "war-dialing,"  which  involves  setting  up  a  computer  to  automati- 
cally dial  every  phone  line  in  the  bank  in  search  of  an  answering 
modemJ13]  Another  approach  is  to  set  up  an  online  account  with  the 
bank,  then  jump  from  the  online  banking  server  to  the  bank's  main  net- 
work. tw'  Yet  another  avenue  is  provided  by  bank  managers  who  take 
laptops  home  and  hook  up  to  their  banks  via  cable  Internet  services 
(particularly  easy  to  penetrate)  J15]  If  the  bank  has  overseas  branches,  we 
may  decide  to  come  in  through  one  of  them  because  computer  security 
tends  to  be  more  lax  offshore. 

Whatever  route  we  take,  we  won't  be  able  to  get  in  without  employee 
passwords,  preferably  several — to  avoid  raising  suspicion  by  running 
up  one  person's  computer  time.  But  there  are  lots  of  ways  of  getting 
them.  Our  inside  people  should  be  able  to  spot  some  scribbled  down 


these  people  "are  way  behind  the  curve,  for  reasons 
nobody  understands,"  says  Settle.  In  any  case,  a  syndi- 
cate or  crime  boss  is  going  to  want  a  near-guaranteed 
ROI.  If  we  can't  be  convincing  in  that  regard,  and  we 
lack  even  the  tiniest  shred  of  ethics  or  patriotism,  we 
can  always  approach  a  hostile  foreign  government — 
Iraq,  North  Korea,  Russia,  and  so  forth — or  even  a 
terrorist  organization.  Saudi  terrorist  Usama  bin 
Laden  would  probably  be  an  eager  backer,  according 
to  Kawika  Daguio,  a  security  expert  who  heads  the 
bank-supported  Financial  Information  Protection 
Association,  because  bin  Laden  has  publicly  declared 
his  interest  in  disrupting  U.S.  financial  institutions. 
Besides  providing  ready  cash,  these  sorts  of  backers 
won't  be  on  our  case  about  ROI,  says  Daguio,  because 
"the  theft  of  money  could  trigger  a  crisis  of  confidence, 
and  it  doesn't  have  to  be  a  huge  amount." 

(8)  We  should  be  able  at  least  to  match  Levin's  initial  haul 
from  Citibank,  but  we  could  expect  to  steal  as  much  as 
$1  billion  because  of  lax  standards  over  the  past  few 
years,  Friel  says. 

[9]  Most  midsize  banks  don't  bother  to  do  more  than  the 
most  cursory  of  background  checks  of  blue-collar 
employees  and  contractors. 

[10]  This  is  the  opposite  of  what  David  Remnitz,  CEO  of  New 
York  information  security  consultancy  IFsec,  calls  the 
"Catherine  Zeta-Jones"  approach — a  big-bang,  instant 
hack  of  the  sort  popularized  by  Hollywood  and  the  New 
York  Times  that  bears  little  resemblance  to  the  sort  of 
hacking  that  organizations  really  need  to  fear. 

[11]  Virtually  all  banks,  and  most  midsize  and  large  compa- 
nies, have  by  now  installed  a  combination  of  hardware 
and  software  firewalls  that  sit  between  the  outside 
world  and  the  main  gateway  to  the  internal  network. 
Some  firewalls  are  harder  to  defeat  than  others,  but  we 
won't  really  care  because  we  won't  want  to  go  through 
the  network's  main  gateway  anyway.  Hackers  usually 
look  for  the  digital  equivalent  of  rickety  back  doors  and 
unlocked  or  easily  breakable  windows.  By  the  way, 
larger  banks  and  other  businesses  sometimes  spend 
as  much  as  millions  of  dollars  apiece  on  automated 
"intrusion  detection"  software.  But  Settle  points  out 
that  his  company  is  often  hired  by  companies  to  try  to 
break  into  their  networks,  and  in  40  break-ins  his 
team's  incursion  has  been  detected  only  once. 

(12]  We  can  narrow  down  the  list  of  numbers  to  dial  by 
looking  at  the  bank's  published  phone  numbers,  and 
our  inside  people  should  be  able  to  help,  too.  Some 
banks  furnish  publicly  accessible  Web  domain-name 
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on  desktops;  our  social  engineers  will  talk  employees  and  the  IT 
department  out  of  others;  we'll  run  widely  available  freeware  auto- 
mated password-guessing  programs  such  as  Crack;  we'll  steal  them 
from  employees'  accounts  at  e-commerce  sites  like  Amazon.com, 
because  people  tend  to  use  the  same  passwords  in  different  applica- 
tions; and  in  many  cases  we'll  be  able  to  quickly  guess  them  off  the 
tops  of  our  heads  because  people  often  use  passwords  such  as  their 
last  names,  "hello,"  or  "password." 

Once  on  the  network,  we'll  search  for  ways  to  jump  into  different 
computers  and  software  programs.  We  may  need  new  passwords  at 
each  step — no  big  deal.  At  this  point,  we'll  log  on  only  for  short  periods 
and  avoid  touching  sensitive  systems,  to  keep  from  attracting  attention. 

We'll  also  have  our  social  engineers  open  several  dozen  accounts 
of  various  types  at  the  bank  under  false  identities.  They'll  keep  mostly 
modest  but  occasionally  large  sums  of  money  flowing  into,  out  of,  and 
among  them. 


STEP  THREE: 

THEC 


II 


E  WORK 


Once  we  get  a  feeling  for  the  network,  we'll  start  to  obtain  "root 
access"  on  some  of  the  servers.  That  is,  to  get  a  server  to  give  us  all 
the  rights  and  privileges  normally  afforded  only  to  the  server's  sys- 
tems administrator,  or  sysadmin.  All  it  takes  is  the  right  password.'16) 
With  root  access,  we  can  start  rolling  out  the  hacker  heavy  artillery. 
We'll  create  new  computer  accounts,  install  back  doors  and  Trojan 
horses, t17l  and  set  up  "sniffers"  to  monitor  traffic  and  break  into  email 
archives.  In  this  way,  we'll  learn  the  formats  and  codes  that  the  bank 
uses  to  move  money  around.  We'll  also  break  into  files  storing  hun- 
dreds of  passwords,  which  will  come  in  handy.  And  we'll  run  remote 
network  analyzers — freely  available  programs  such  as  Satan,  Saint, 
and  Sara — that  relentlessly  probe  a  network  looking  for  security 
weaknesses.  At  this  point,  we'll  now  be  able  to  cover  our  tracks  by 
altering  the  computer  logs  that  keep  track  of  who  accesses  what 
on  the  network,  so  we  can  stay  on  for  longer  periods  and  penetrate 
more  deeply.  ^ 

On  another  front,  we'll  try  getting  our  hands  on  a  copy  of  the  appli- 
cation software  that  the  bank  uses  to  manage  money  and  accounts 
because  we'd  like  to  figure  out  a  way  to  secretly  modify  it  to  our  ben- 
efit. The  version  the  bank  is  running  won't  do  us  any  good  because 
working  software,  or  "machine  code,"  is  nothing  but  an  unintelligible 
g  of  Is  and  Os.  We'll  need  the  "source  code" — the  version 


registries  with  the  phone  numbers  of  their  computer 
systems  administrators;  it's  a  good  bet  that  there  is  a 
modem  with  a  similar  number. 

[13]  The  less  sophisticated  large  corporation  has  thousands 
of  modem-equipped  computers  attached  to  the  corpo- 
rate network,  notes  Settle.  One  device  often  over- 
looked: multipurpose  printer/fax  machines,  usually  left 
in  auto-answer  mode  to  receive  faxes  but  connected  to 
the  network  for  printing  purposes. 

[14]  Online  banking  servers  should  be  "air-gapped"  from 
the  bank's  main  network,  meaning  that  no  physical 
connection  should  exist  between  them,  foiling  hackers. 
But  small  and  midsize  banks  rushing  into  online 
banking  don't  always  take  this  basic  precaution.  Even 
better,  some  banks  are  placing  their  Internet-based 
services  on  servers  run  by  outside  Web  site-hosting 
companies — servers  that  may  be  shared  by  other,  far 
less  security-intensive  Web  businesses.  We  could  break 
into  one  of  these  other  sites,  take  control  of  the  server, 
and  then  jump  into  the  bank's  main  network.  This  is  an 
example  of  the  "weakest-link"  approach  to  hacking, 
notes  Higgins. 

[15]  Cable  companies  that  provide  home  Internet  access 
treat  entire  neighborhoods  like  one  local-area  network, 
points  out  security  expert  David,  so  a  hacker  can  often 
gain  full  access  to  a  PC  in  one  home  through  a  PC  in  a 
nearby  home  or  a  neighborhood  cable  switch. 

[16]  As  it  turns  out,  obtaining  or  guessing  root-access  pass- 
words isn't  necessarily  any  harder  than  getting  ordinary 
passwords.  For  one  thing,  sysadmins  tend  to  suffer 
from  simultaneous  inferiority  and  superiority  com- 
plexes, often  leading  them  to  favor  irreverent,  self- 
aggrandizing,  and  entirely  predictable  passwords  such 
as  "god"  and  "bigkahuna."  Even  better,  servers  are 
often  shipped  from  the  factory  loaded  with  supposedly 
default  "backdoor"  passwords  meant  for  use  by  ven- 
dor technicians;  these  are  sometimes  known  to  the 
hacker  community. 

[17]  A  Trojan  horse  is  a  class  of  program,  freely  available  on 
the  Internet,  that  serves  a  function  useful  to  a  hacker 
but  is  disguised  to  look  exactly  like  one  of  Unix's  or 
Windows'  legitimate  components. 

[18]  Does  it  seem  hard  to  believe  that  computer  security 
protessionalshaven't  wised  up  to  these  tricks  and  tools 
and  set  up  effective  defenses?  In  fact,  top  security  pro- 
fessionals, like  the  ones  interviewed  for  this  article, 
always  make  sure  such  safeguards  are  installed  in 
systems  they  are  charged  with  protecting.  Fortunately 
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written  in  a  standard  programming  language.  Software  companies 

guard  source  code  jealously,  but  we  might  be  able  to  hack  a  copy  from 

the  vendorJ19!  Alternatively,  if  we're  lucky,  the  bank  may  have  modified 

the  software  on  its  own,  in  which  case  it  will  have  a  copy  somewhere. 

If  we  can't  find  it  on  the  network,  we  may  be  able  to  get  it  by  bribing 

or  extorting  one  of  the  bank's  IT  consultants.  t2°]  Or  we  might  have  bet- 

I  ter  luck  lifting  a  copy  from  an  overseas  bank  or  vendor  that  modified 

the  software  to  suit  local  requirements.  ^  If  we  can  get  the  program, 

i  we'll  look  for  ways  to  usefully  alter  one  of  its  components,  then  we'll 

!  "compile  it" — convert  it  to  machine  code  ready  for  running.  Later, 

!  we'll  hack  into  the  system  and  swap  our  modified  component  for  the 

!  real  thing,  t22] 

Either  way,  eventually  we  will  learn  how  to  move  money  internally 
among  accounts — essentially  the  level  of  control  of  a  teller — and  how  to 
control  wire  transfers,  in  which  money  is  transferred  to  another 
bank,  t23]  We'll  know  what  sorts  of  checks  and  verifications  are  run  on 
every  transaction  of  a  given  type  and  size,  when  audits  take  place,  and 
what  sorts  of  actions  cause  the  computer  systems  to  alert  sysadmins 
or  other  managers.^4!  But  we  still  won't  take  any  money. 

While  we're  getting  to  know  how  the  bank's  systems  operate, 
we'll  also  be  gathering  the  latest  in  nuisance  hackerware — viruses, 
autospammers,  and  other  goodies  designed  for  "denial  of  service" 
attacks — that  is,  attacks  intended  to  bring  a  system  to  its  knees 
without  necessarily  taking  anything  (the  kind  of  attacks  leveled 
recently  at  e-commerce  sites  like  Amazon).  ^  We'll  put  these  tools 
into  position,  but  we  won't  activate  anything  yet. 


for  us,  there  are  barely  enough  top-notch  people  in  this 
field  to  serve  large  companies;  smaller  banks  and  other 
businesses  have  to  make  do  with  lesser  lights.  But  even 
the  most  experienced  pros  admit  that  their  safeguards 
can  be  rendered  ineffective  by  the  new  security  vulner- 
abilities constantly  being  identified  by  hackers  and 
passed  around — often  well  before  the  typical  IT  secu- 
rity professional  learns  of  them.  Part  of  the  problem  is 
that  software  vendors  are  loath  to  admit  to  and  publi- 
cize weaknesses.  Says  David:  "Hackers  share  vulnera- 
bilities very  quickly  and  efficiently.  The  vendors  often 
deny  that  they  even  exist."  There's  no  shortage  of  these 
vulnerabilities:  A  new  security  flaw  in  Windows  NT 
alone  is  discovered  by  security  professionals  on  aver- 
age every  three  days,  says  Bruce  Schneier,  a  well- 
known  expert  on  data  encryption  and  founder  of 
computer  security  firm  Counterpane  Internet  Security 
in  San  Jose,  California.  Higgins  says  32  new  flaws  were 
uncovered  in  Windows  NT  just  in  December.  No  one, 
of  course,  knows  how  many  additional  flaws  hackers 
are  turning  up.  "  Some  of  these  types  of  flaws  have  been 
known  for  30  years,  and  they  still  haven't  been  fixed," 
Schneier  says. 

[19J  In  the  book  At  Large,  Charles  C.  Mann  and  I  describe 
how  a  learning-impaired  teenager  with  few  computer 
skills  managed,  among  other  sobering  feats,  to  hack 
from  Sun  Microsystems  a  copy  of  the  source  code  for 
Solaris — one  of  the  most  widely  used  Internet  server 
software  systems  in  the  world. 

[20J  According  to  Friel,  midsize  banks  tend  to  be  overly 
dependent  on  consultants  and  rarely  spend  the 
necessary  resources  on  developing  their  own  subject- 
matter  experts.  In  particular,  the  consultant  feeding 
frenzy  fueled  by  Y2K  anxiety  provided  a  perfect  oppor- 
tunity for  outsiders  to  secretly  compromise  bank  and 
other  software. 

[21]  In  1998,  an  employee  of  Russia's  largest  savings  bank 
was  caught  after  having  doctored  the  bank's  software 
to  siphon  money  into  his  account. 

[22]  If  for  some  reason  we  have  trouble  enacting  the  swap, 
we  might  have  more  luck  getting  our  hands  on  and 
modifying  backup  versions  of  the  software,  which, 
notes  Schneier,  are  typically  stored  in  less  well- 
protected  facilities.  Then  all  we'll  have  to  do  is  shut 
down  the  working  version — the  easiest  kind  of  hack — 
forcing  the  bank  to  fire  up  the  secretly  modified  ver- 
sion. This  approach  exploits  the  common  vulnerability 
known  as  "default  to  insecure,"  as  when  a  store  can't 
get  through  to  the  network  to  verify  your  credit  card 
and  approves  the  purchase  rather  than  lose  business. 
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Finally,  we'll  set  up  numbered  bank  accounts  in  Jamaica,  Cyprus,  and 
several  other  countries  that  provide  maximum  banking  privacy  and 
minimal  cooperation  with  international  law  enforcement  agencies.  We'll 
also  set  up  accounts  at  several  other  U.S.  banks,  with  detailed  instruc- 
tions for  quickly  moving  money  in  and  out  of  each  of  these  banks.  ^ 

STEP  FOUR: 

THE  HEIST 

We'll  wait  for  one  of  the  eight  or  so  annual  periods  of  unusually  high 
banking  activity  to  strike,  t2^ 

Initially,  we  activate  the  computer  viruses  and  the  other  denial- 
of-service  attacks.  This  is  the  civilian  equivalent  of  throwing  smoke 
grenades.  We  may  add  some  physical  shenanigans  as  well,  including 
bomb  threats,  plumbing  mishaps,  electrical  failures,  and  the  like.  As  a 
result,  the  bank's  IT  staff  will  be  bouncing  off  the  walls  trying  to  keep 
the  systems  up  and  running.  Of  course,  the  bank  could  bite  the  bullet 
and  avoid  really  serious  damage  by  simply  closing  down  until  things 
are  back  under  control.  But  it  won't;  banks  are  terrified  of  being  seen 
as  anything  less  than  completely  reliable.  ^ 

All  this  mischief,  of  course,  will  simply  be  a  diversion. 

The  main  assault  will  be  on  two  fronts.  First,  we'll  transfer  money 
from  thousands  of  accounts  into  the  ones  we  opened  for  ourselves. 
We'll  do  this  either  by  becoming  a  sort  of  secret  superteller  on  the  sys- 
tem or  by  triggering  embedded  commands  in  the  hacked  version  of  the 
account  management  software,  or  both.  We'll  take  only  a  modest 
amount  from  any  one  account — just  under  the  amount  that  the  bank 
has  set  as  a  threshold  for  triggering  extra  scrutiny,  which  might  be 
$1,000  or  3%  of  the  total  in  the  account,  whichever  is  greater.  As  far 
as  the  bank's  systems  are  concerned,  this  activity  will  appear  as  the 
processing  of  checks  written  on  one  of  the  bank's  accounts,  payable 
to  another  of  its  accounts.  At  this  time  of  year,  the  extra  volume  in  the 
check-processing  avalanche  won't  be  much  more  than  a  small  lump. 
To  be  sure,  even  a  small  lump  would  normally  attract  attention,  but  at 
this  particular  moment,  bank  managers  and  technicians  have  too 
many  other  things  on  their  minds.  As  the  money  accumulates  in  our 
accounts,  we  will  start  wiring  it  out.  a  few  thousand  dollars  at  a  time 
(again  to  avoid  tripping  alarms  or  requiring  bank  manager  approval), 
to  our  various  outside  accounts. 

The  second  front  of  the  attack  will  involve  wire  transfer  inter- 
cepts—  that  is,  hijacking  large  sums  of  money  that  are  being  wired  by 


[23]  Wire  transfers  are  encrypted — that  is,  scrambled  into 
unintelligible  text — and  it's  not  likely  we'll  break 
the  encryption.  Not  that  it's  impossible.  In  fact,  there  is 
a  long,  rich  history  of  supposedly  impervious  encryp- 
tion schemes  being  broken.  Just  ask  cell  phone 
manufacturers,  media  companies  whose  works  are 
distributed  on  DVD,  and  any  company  that  has  relied 
on  the  well-known  DES  encryption  scheme — formerly 
the  standard  for  banks  and  now  considered  crackable 
with  an  inexpensive,  custom-built  computer.  Any 
bank  with  enough  money  to  make  it  worth  hitting 
currently  employs  the  vastly  more  secure  "Triple  DES" 
scheme,  which  would  require  "alien  technology"  to 
break,  according  to  Schneier.  Fortunately,  we  don't 
need  to  break  it.  We  might  be  able  to  find  a  bank 
employee's  "pass  phrase" — essentially  a  long  pass- 
word that  unscrambles  the  information  —  on  his 
or  her  PC,  or  lying  around  a  desk.  Even  easier,  we 
can  hack  the  wire  transfer  information  before 
it's  encrypted. 

[24]  In  England,  for  example,  a  teller  discovered  that 
change-of-address  procedures  for  account  holders  were 
not  audited  by  her  bank — after  all,  what's  so  worri- 
some about  a  change  of  address? — so  she  simply 
changed  the  addresses  of  various  account  holders  to 
that  of  her  own  when  checks  were  due  to  be  sent  out, 
then  changed  them  back.  She  operated  this  scam  for  10 
years  before  being  caught. 

[25]  A  recent  particularly  nasty  example  of  nuisance  hack- 
ware  is  "extended  Trinu,"  a  program  that  dispatches 
tens  of  thousands  of  "slave"  programs  throughout  the 
Internet  to  hide  out.  When  the  hacker  triggers  the 
"master"  program,  it  in  turn  sends  out  commands  that 
activate  all  the  slaves  to  start  sending  out  streams  of 
system-crippling  bogus  data  via  the  Internet.  "You  can 
defend  against  1  or  2  of  these  attacks,"  says  David,  "but 
not  10  or  20,  let  alone  10,000."  By  the  way,  one  of  the 
best-known  denial-of-service  attacks  was  carried  out 
on  a  highly  regarded  national  business  magazine  by  a 
disgruntled  former  employee  who  remotely  erased 
massive  amounts  of  irrecoverable  data  on  the  maga- 
zine's servers. 

[26]  Stealing  the  money  won't  be  the  hard  part;  getting 
away  with  it  will  be.  Schneier  says  Levin  did  a 
good  job  of  hacking  but  was  caught  because  of  ama- 
teurish laundering.  As  Daguio  points  out,  U.S. 
banks  have  ;a  history  of  sparing  no  expense  or  effort 
to  track  down  anyone  who  steals  from  them,  going 
all  the  way  back  to  the  posses  and  bounties  of  the 
stagecoach  era. 
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legitimate  customers  to  accounts  at  other  banks.  It  would  be 
extremely  difficult  to  create  a  fake  wire  transfer  of  any  significant  size 
because  large  transfers  (more  than,  say,  $10,000)  require  physical 
approval  from  at  least  two  managers.  We  also  couldn't  pirate  trans- 
fers en  route  between  banks  because  they're  encrypted.  So  we'll  grab 
the  transfer  after  it  has  been  approved  but  before  it's  encrypted,  using 
what  is  known  as  a  "man-in-the-middle"  attack.  ^  When  the  approved 
wire  transfer  information  is  supposed  to  be  on  its  way  via  the  bank's 
internal  network  to  the  computer  that  will  encrypt  it,  it  will  in  fact  be 
on  its  way  to  a  server  we  control,  where  the  information  will  be  mod- 
ified to  make  one  of  our  own  accounts  the  recipient.  That  done,  the 
data  will  be  sent  on  to  the  encrypting  machine,  looking  for  all  the 
world  as  if  it  had  come  straight  from  the  first  machine. 

The  money  that  we're  wiring  to  ourselves  through  both  attacks  over 
a  period  of  perhaps  a  few  hours  will  be  scattered  among  several  U.S. 
banks,  but  we'll  immediately  issue  prepared  instructions  that  will  con- 
solidate the  deposits  in  the  first  of  our  offshore  banks,  where  directions 
will  be  instantly  provided  for  rewiring  to  a  second,  a  third,  and  so  forth, 
until  we  finally  withdraw  the  money  as  cash  from  the  last  bank.  I30' 

Then  we  get  lost — very  comfortably  lost'2! — until  we're  ready  to 
do  it  ail  over  again. 


[27]  According  to  Richard  Cromwell,  a  former  Goldman 
Sachs  VP  now  with  security  consultancy  IFsec,  the  end 
of  the  year  is  a  particularly  good  time  to  pull  the  trigger 
because  of  the  vast  rivers  of  money  moving  through  the 
holiday-shopping-fueled  economy  and  the  increase  in 
staff  absences. 

[28]  Friel  estimates  that  a  systems  shutdown  would  cost  a 
large  business,  such  as  eBay  or  Amazon.com,  $1  mil- 
lion per  hour  in  hard  losses.  "But  the  bad  PR  would  cost 
10  times  that  much,"  he  adds. 

[29]  This  is  one  example  of  a  broader  class  of  attack  known 
as  "spoofing,"  in  which  commands  from  an  outside 
computer  are  disguised  to  make  them  look  as  if  they  are 
coming  from  another,  friendlier  computer. 

[30]  Eventually,  each  one  of  these  banks  will  almost  cer- 
tainly report  us  to  the  authorities,  under  pressure  from 
their  own  governments,  which  will  be  facing  the  threat 
of  international  sanctions.  But  if  we  push  the  money 
through  enough  of  these  banks,  by  the  time  the  last 
bank  is  coerced,  we'll  long  since  have  cashed  out. 

[31]  The  only  risk  of  immediate  physical  apprehension  will 
be  borne  by  our  insiders  at  the  bank.  Sad  to  say,  they 
may  have  been  expendable  to  begin  with,  especially  if 
we  obtained  their  services  through  extortion.  But  there  • 
is  a  good  chance  they  will  have  been  able  to  skip  town 
ahead  of  the  attack,  too,  having  already  provided  all  the 
needed  information.  Even  if  they  are  sitting  right  there, 
perhaps  providing  approval  of  the  wire  transfers,  the 
final  attack  will  be  so  buried  in  a  sea  of  activity  that  it 
will  probably  be  hours,  if  not  a  day  or  more,  before  the 
money  is  discovered  missing — plenty  of  time  to  simply 
walk  out  and  get  to  the  airport. 

[32]  If — or,  let's  face  it,  when — a  few  banks  are  publicly 
cyberlooted,  most  might  raise  the  security  bar  to  the 
point  where  it  simply  doesn't  make  sense  to  go  after 
them.  At  least  not  when  there  are  so  many  other,  far  less 
well-protected  businesses  to  pillage,  offering  expensive 
goods,  engineering  data,  credit  card  numbers,  pay- 
ments for  fictitious  services,  and  more.  Fortunately 
for  us  of  the  high  tech  criminal  element,  only  a  small 
percentage  of  companies  make  computer  security  a 
high  priority,  and  there  is  little  pressure  from  the 
marketplace  on  Microsoft,  Sun  Microsystems,  and 
other  major  software  vendors  to  stop  turning  out  code 
that  is  rife  \yith  security  flaws.  So  barring  some  sort 
of  stunning  wake-up  call  to  corporate  America,  we 
should  be  able  to  keep  on  hacking  profitably  for  years 
to  come.  ■ 
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Make  your  business  feel 


The  dot-coms  look  like  they're  having  a  lot  of  fun,  don't  they? 
All  that  youthful  energy,  that  boundless  passion  for  work, 
those  late  night  pizza  deliveries.... 

But  you  have  a  few  things  they  don't:  Assets.  Brand.  Maturity. 
Profits. 

Would  you  like  to  get  that  dot-com  feeling  without  actually 
starting  over?  Let  ZEFER  help  you  transform  your  business 
for  the  digital  age.  We'll  take  your  hard-won  wisdom  and 
experience  and  build  it  into  a  future  you  never  dreamed 
possible.  We'll  work  with  you  to  create  an  Internet  strategy 
and  a  lean,  adaptive  e-business  that  can  outmaneuver  any 
newly  minted  dot-com. 

So  climb  aboard.  You'll  enjoy  the  ride  —  and  you  won't  have 
to  sacrifice  what  made  you  great  in  the  first  place. 


For  a  copy  of  Internet  Strategy:  An  Executive  Overview,  please 
visit  or  call  1-888-820-8454. 
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Hi 


You  Provide  The  Internet  Site, 

We  Provide  The  Tools, 

People  And  Seasoning  To 

Really  Make  It  Cook. 


Why  Do-It- Yourself?  Today,  many 
companies  are  finding  it  difficult  to  pull 
together  the  tools,  people  and  experience  to 
keep  their  Internet  sites  up  and  running 
24x7x365.  SiteSmith"  manages  and  can 
assume  complete  responsibility  for  site 
uptime,  user  response  time,  and  site  security 
for  high-performance  Internet  businesses. 
With  SiteSmith  nothing  is  overlooked. 
Nothing  is  left  to  chance.  As  you  can  imagine, 
not  having  to  worry  about  your  Internet  site 
operations  can  be  a  tasty  thought.  For  more 
information,  visit  www.sitesmith.com  today. 
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BY  OWEN  EDWARDS 

:.  ears  Point  Raceway,  in  the  Sonoma 
§jk Valley  about  35  miles  north  of  San 
.-  Francisco,  is  what  motorcycle  racers 
call  a  technical  track.  What  that  means,  with 
the  sangfroid  euphemism  stripped  away,  is 
that  there  are  lots  of  places  to  get  into  serious 
trouble.  Falling-down,  sliding-along,  burn- 
ing-a-hole-in-your-leathers  kind  of  trouble. 
The  12  turns  of  the  hilly,  twisting  circuit  vary 
from  a  left-hander  just  past  the  starting  line 
that  competitors  take  at  around  125  mph,  to 
a  long,  hard-leaning  downhill  sweeper  called 
the  carousel,  where  a  rider's  knee  skims  along 
the  macadam  for  more  than  200  feet,  to  the 
final  hairpin  that  riders  approach  at  135  mph, 
sometimes  braking  so  late  and  so  hard  that 
their  rear  wheels  lift  off  the  track. 

From  the  hot  pits  at  the  exit  of  Turn  11, 
you  can  get  a  sense  of  the  power  and  speed  a 
factory  race  rider  literally  has  to  stay  on  top 
of.  Doug  Chandler,  the  three-time  American 
Motorcyclist  Association  (AMA)  champion 
and  veteran  Kawasaki  superbike  racer,  accel- 
erates out  of  the  hairpin,  comes  within  inches 
of  the  low  white  wall,  and  picks  up  his  front 
wheel  as  he  blasts  up  the  finish  straight.  After 
five  laps  of  this,  his  first  training  run  of  the 
day,  Chandler  pulls  his  bike  into  the  pits.  Not 
many  years  ago,  he  would  have  huddled  with 
the  team  manager,  explaining  as  well  as  he 
could  how  the  bike  felt  under  various  con- 
ditions, while  a  gaggle  of  mechanics  worked 
on  the  machine.  But  today,  as  two  mechanics 
put  the  bike  up  on  wheel  stands,  Kawasaki 
team  manager  Steve  Johnson  simply  plugs 
a  cable  into  an  outlet  just  behind  the  seat. 
Then  he  puts  the  other  end  into  a  laptop 
computer  that  sits  on  a  folding  table  under 
a  canvas  sunshade. 

Winning  at  Sears  against  the  top  team 
riders  in  the  annual  AMA  superbike  cham- 
pionship series  has  always  taken  a  com- 
bination of  luck,  courage,  skill,  athleticism 
(motorcycle  racing  being  to  auto  racing  as 
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A  new  generation 

of  high  tech  superbikes, 

pumped  up  on 

horsepower  and  megabytes, 

has  revolutionized 

the  tricks  of  the  track. 


break  dancing  is  to  the  fox-trot),  and  a  great 
machine  with  great  mechanics.  These  days,  it 
also  calls  for  really  good  software. 

It  is  the  first  day  of  practice  for  the  factory- 
funded  Team  Muzzy  Kawasaki,  run  by  a 
stocky,  flamboyantly  mustached  ex-dirt  bike 
racer  named  Rob  Muzzy.  The  team  is  begin- 
ning to  get  Chandler's  bright  green,  750cc 
No.  10  superbike  properly  tuned  and  adjusted 
for  the  specific  requirements  of  this  track. 
Chandler  is  turning  laps  in  1  minute  45  sec- 
onds—  an  impressive  time  to  this  reporter 
(whose  best  time  around  Sears  is  almost 
half  a  minute  slower),  but  not  fast  enough  to 
beat  the  top  riders  who  will  be  competing  in 
a  few  days. 

As  downloaded  information  shows  up  on 
the  laptop's  screen,  Chandler  sits  on  the  pit 
wall,  seeming  to  emit  light  in  his  Day-Glo 
green-and-red  leathers,  while  he,  Johnson, 
and  three  mechanics  peer  closely  at  the  flow 
of  numbers.  Occasionally,  someone  points  to 
something,  and  Johnson  moves  the  cursor 
and  clicks  to  another  screen.  The  bike  stands 
alone,  seemingly  neglected,  as  it  makes  its  elec- 
tronic report.  The  scene  has  an  almost  medi- 
tative quality  at  odds  with  the  kinetic  venue. 

After  the  crew  has  studied  the  data,  the 
bike  is  brought  into  the  infield  to  the  Muzzy 
team's  elaborately  equipped  race  trailer,  com- 
plete with  ranks  of  extra  engines,  stacks  of 
racing  tires,  and  a  lounge  room  for  Chandler 
and  Aaron  Yates,  the  other  team  rider.  As  the 
mechanics  put  the  bright  green  No.  10  up  on 
a  work  stand,  Johnson  continues  to  study  the 
laptop  data,  talking  constantly  with  the  lead 
mechanic,  who  finally  says,  "Steve,  don't 
think  of  anything  else,  okay?  We've  already 
got  too  much  to  do." 

In  the  Ducati  pit  just  next  door,  the 
same  scene  is  unfolding,  with  several  Italian 
mechanics  staring  at  a  laptop  with  uncharac- 
teristic calm.  Ditto  the  Honda  pit  on  the  other 
side,  where  the  great  Canadian  champion 
Miguel  Duhamel,  riding  again  after  a  serious 
crash  in  1998,  sits  on  the  pit  wall  while  his 
team  manager  intently  steers  a  mouse. 

PHOTOGRAPH  BY  DOUG  CHANDLER 
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Vroom  with  a  Clue 

Top  rider  Doug  Chandler, 

mean,  green,  and  leaning 

on  his  Kawasaki,  a 

superbike  that  remembers 

every  move  he  makes. 


SPEED  READING 


Italians  sometimes  call  motorcycle  racers  centauro,  imply- 
ing the  same  kind  of  seamless  bond  between  man  and 
machine  that  the  mythical  centaur  represented  between  man 
and  horse.  It's  the  job  of  motorcycle  racers  and  their  mechan- 
ics to  forge  that  bond.  lor  those  at  the  top  of  the  competitive 
ranks,  the  great  and  uniquely  fitted  handful  of  riders  with 
bikes  worth  $150,000  apiece,  the  quality  of  the  man/machine 
meld  makes  the  difference  between  winning  and  losing.  Man- 
ufacturers will  spare  no  expense  to  help  their  teams  achieve 
that  meld,  since  an  oft-repeated  adage  of  the  motorcycle  busi- 
ness states:  "Win  on  Sunday,  sell  on  Monday."  For  the  big 
players  —  Kawasaki,  Ducati,  Honda,  Harle\  Pa\  idson/Buell, 
Suzuki,  and  Yamaha  —  the  fight  to  get  a  substantial  market 
share  of  the  nearly  S  million  motorcycles  sold  in  the  United 
St  ites  during  a  typical  sales  year  begins  on  the  starting  grid  of 
I  Jears  Point. 

i    itting  a  bike  to  a  rider,  and  the 

given  n         ick,  w  is  a  matter  of  an  impre- 

ol  informatii       1  he  rider  would  go  out  during 


Hot  Laps  on  a  Laptop 

While  Chandler  cools  off  during 
practice  at  Sears  Point, 
Kawasaki  team  manager  Steve  Johnson 
downloads  some  fresh  data. 


practice  sessions  in  the  days  leading  up  to  a  race,  then  try  to 
explain  to  his  mechanics  how  the  bike  felt  under  heavy  brak- 
ing, hard  turning,  and  winding  up  through  the  gears  on  the 
straights.  With  that  information,  the  mechanics  would  make 
educated  guesses  about  how  to  adjust  the  gearing,  the  suspen- 
sion, the  fuel  injection,  and  other  systems.  Riders  would  go 
back  out,  try  the  modifications,  then  come  back  into  the 
pits  to  further  refine  performance.  Some  riders  were  quite 
eloquent  at  this  bike-behavioral  debriefing  process,  but  some 
were  the  equivalent  of  NBA  rookies  asked  by  television  inter- 
viewers to  comment  on  the  state  of  the  world.  At  the  risk  of 
a  sweeping  generalization,  the  riders  who  could  tell  their 
mechanics  most  succinctly  and  accurately  what  was  going  on 
out  on  the  track  tended  to  do  the  best  over  the  course  of  a 
long  season.  But  even  for  those  teams  best  able  to  match 
words  and  wrenches,  the  old  oral  tradition  of  preparation  was 
a  prime  source  of  frustration. 

Then,  in  1990,  Rob  Muzzy  and  Kawasaki  brought  U.S. 
superbike  road  racing  into  the  digital  age  by  starting  to  exper- 
iment with  data  acquisition  technology.  In  motor  sports  the 
way  had  been  led  by  Grand  Prix  and  Indy  car  race  teams  that 
equipped  their  four-wheeled  machines  with  computers  that 
measured  and  recorded  various  performance  parameters.  But 
in  cars  with  500-horsepower  engines,  the  weight  of  automo- 
tive computers — around  10  pounds  at  the  time — wasn't  a 
significant  factor.  With  motorcycles,  however,  weight  is  cru- 
cial. Using  stock  street  bikes  as  a  starting  template,  race  teams 
do  everything  possible  to  strip  off  and  cut  out  every  superflu- 
ous molecule,  and  then  lighten  what's  left  by  substituting  tita- 
nium for  steel,  carbon  fiber  for  plastic,  and  magnesium  for 
aluminum.  Less  is  more,  even  when  it  comes  to  the  human 
element.  Riders  tend  to  be  short  and  wiry — at  5  foot  11, 
Doug  Chandler  is  tall  for  a  professional  racer,  but  his  lanky, 
155-pound  frame  is  as  free  of  excess  as  the  motorcycles  he 
rides.  So  the  idea  of  putting  a  10-pound  computer  under  the 
tail  of  a  racing  bike  had  as  much  appeal  as  putting  a  Cray 
supercomputer  on  the  space  shuttle.  Had  teams  attempted  to 
strap  on  a  computer  just  for  practice  (since  the  AMA  doesn't 
allow  real-time  telemetry  during  races),  the  Heisenberg  prin- 
ciple would  have  come  into  effect:  The  computer  itself  would 
have  altered  the  finely  tuned  bike's  weight  distribution  and 
performance  enough  to  make  its  readouts  useless. 

But  a  decade  ago  a  lightweight  system  was  developed  by 
Pi  Research  in  Britain,  a  company  with  a  long  involvement 
in  Grand  Prix  Formula  1  racing.  The  Pi  unit  weighed  less 
than  three  pounds  and  provided  four  basic  measurements 
at  all  points  on  a  track:  throttle  position,  rpm,  front-  and 
rear-wheel  speed,  and  suspension  travel.  Though  far  less 
sophisticated  than  the  data  acquisition  systems  on  race  cars 
(which  can  track  up  to  60  channels  and  cost  as  much  as 
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WHAT'S  NEXT  IN  e-RELATIONSHIP  SERVICES ' 


At  Nexgenix,  we  can  help  you  develop  more  profitable,  and  more  permanent,  e-Relationships, 
based  on  innovation,  not  quick  fixes  that  leave  customers  unsatisfied.  By  fusing  strategy, 
marketing,  branding  and  technology,  Nexgenix  can  provide  a  proprietary  solution  we  call  the 
360'e-Relationshipn.  In  fact,  we've  helped  companies  like  H&R  Block*and  CBS  SportsLine9 
transform  their  businesses  online.  And  best  of  all  we  did  it  at  Internet  speed. 
What's  your  e-Relationship  Quotient"?  Find  out  at  www.nexgenix.com  or  call  1-800-416-4565. 
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SPEED  READING 

How  Fast  Is  Your  Data? 

At  speeds  well  over 

160  mph,  a  tail-mounted 

computer  the  size  of 

a  Marlboro  pack 

samples  20  channels 

of  information. 


$80,000),  this  early  motorcycle  unit 
gave  enough  information  to  refine  the 
rider/mechanic  dialogue. 

It  was  also  enough  to  set  a  lot  of 
good  riders  grumbling.  As  often  hap- 
pens, the  technology  was  threatening  to 
redistribute  organizational  power.  Once  a  motorcycle  could 
tell  its  own  story  in  precise  digital  form,  riders  had  to  accept 
that  their  own  perceptions,  which  were  often  vague  or  inac- 
curate, weren't  as  valuable  to  the  team  as  those  of  the  com- 
puter. Picture,  for  instance,  a  rider  trying  to  explain  a  slow 
lap  speed  during  a  training  run.  He's  coming  out  of  a  particu- 
lar turn  in  third  gear,  he  says,  with  the  tachometer  pegged  at  the 
rev  limit — in  other  words,  he  can't  get  an  ounce  more  speed 
at  that  point,  so  the  fault  lies  with  the  machine.  "You  fix  it, 
mate,  I'm  doing  all  I  can."  The  manager  hunches  over  his  lap- 
top, moves  the  cursor  to  the  turn  in  question,  clicks  his  mouse, 
and  points.  Indisputably,  in  dispassionate  computerese,  the 
readout  shows  the  bike  still  500  rpm  short  of  its  limit  coming 
out  of  the  turn.  The  fault,  it  turns  out,  is  the  rider's. 

This,  of  course,  can  be  a  delicate  matter.  Top  riders  are  not 
humble,  or  they  wouldn't  succeed  in  what  is  essentially  a 
blood  sport.  They  are  the  ones  out  on  the  track,  risking  limb 
and  skin,  doing  165  mph  or  more  with  the  top  down,  playing 
fast  and  loose  with  the  laws  of  physics.  So  a  rider  won't  be 
delighted  to  have  a  computer  diss  his  technique.  "It's  great  to 
have  the  information,"  says  team  manager  Johnson,  "but  you 
have  to  use  the  data  diplomatically.  Once  a  problem  is 
pointed  out  in  the  right  way,  a  good  rider  will  respond." 

From  the  outset,  Muzzy  and  his  Kawasaki  team  were 
able  to  pioneer  data  acquisition  with  the  support  of  a  willing 
Chandler.  Chandler  has  always  had  a  reputation  for  under- 
standing what  a  bike  was  doing,  which  may  have  been 
the  reason  he  so  quickly  recognized  the  value  of  the  new 
technology.  During  the  lunch  break  at  Sears,  sitting  in  his 
43-foot  Renegade  motor  home  parked  in  the  Sears  infield,  the 
veteran  champion  is  quick  to  acknowledge  his  debt  to  telem- 
etry. "I've  been  around  quite  a  while,  which  may  be  why  1 
like  all  the  information  1  can  get,"  he  says.  "Guys  who  don't 
like  the  technology  .ire  often  those  who  depend  heavily  on 
their  intuition,  but  it  I  can  sit  down  at  a  computer  and  focus 
(  'ion  of'  track  and  see  exactly  what's  going 
v  H.umg  a  record  of  everything 

c  means  you're  not  making  the 
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Bikes  are  in  a  constant  state  of  evolution,  and  top  riders, 
like  most  star  professional  athletes,  tend  to  move  from  team  to 
team  as  better  contracts  are  offered.  According  to  Chandler 
(who  has  raced  with  Yamaha  in  the  European  Grand  Prix 
circuit  but  has  won  all  his  AMA  championships  with  Kawa- 
saki), the  precision  of  telemetry  makes  it  easier  to  adjust  to 
new  models  and  marques,  not  to  mention  new  mechanics. 
Also,  the  many  streams  of  parallel  information  in  current  sys- 
tems let  riders  and  mechanics  concentrate  on  what's  most 
important  to  each  of  them.  "Riders  usually  care  more  about 
the  suspension,  and  mechanics  care  more  about  engines,"  he 
says.  "When  everything  is  being  recorded,  you  can  focus  where 
you  want  to  without  worrying  that  you'll  neglect  something 
else."  Maybe  it  was  a  coincidence  that  Chandler  took  the  first 
of  his  three  AMA  superbike  championships  in  1990,  the  first 
year  the  system  was  employed.  Or  maybe  he  simply  knew  more 
of  what  he  needed  to  know  to  win. 

TELL-ALL  TECH 

The  flat,  dry,  nearly  movie-Western  terrain  on  the  high  plains 
of  Oregon  between  the  towns  of  Bend  and  Sisters  is  an 
unlikely  place  to  find  a  major  motorcycle  racing  team.  At  the 
airport,  I'm  met  by  Rob  Muzzy,  driving  a  black-on-black  '96 
Chevy  Impala  with  a  Corvette  engine,  arguably  the  last  of  the 
true  Detroit  muscle  cars.  We  drive  for  20  minutes  along  flat, 
straight  roads  that  seem  to  beckon  to  a  driver  to  press  the  gas 
pedal  to  the  floorboard,  but,  like  many  former  racers,  Muzzy 
isn't  looking  for  thrills  on  public  byways.  There  isn't  a  motor- 
cycle in  sight  when  we  pull  into  his  ranch,  though  there  are 
plenty  of  Peruvian  pasos,  an  unusual  breed  of  horse  prized  for 
its  smooth  gait,  that  Muzzy  raises.  As  we  come  around  a 
barn,  looming  in  front  of  us  is  a  large  industrial  building  with 
a  sign  on  its  side:  "Muzzy  Performance  Products."  Inside, 
part  of  the  cavernous  space  is  given  over  to  the  modestly 
thriving  business  of  making  exhaust  systems  for  sport  motor- 
cycles. The  rest  is  devoted  to  improving  the  breed  of 
Kawasaki's  racing  machines. 

One  of  Chandler's  two  No.  10  bikes  is  behind  the 
triple-glazed   window   of  an   airtight,   soundproof  room, 
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The  tyranny  of  the  24  hour  day  is  over.  XPS,  the  XML  Portal  Server  is  here.  XPS  from  Sequoia  is  the 
revolutionary  power  behind  the  next  generation  of  enterprise  portal.  Now  you  can  deploy  a  truly  interactive 
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mounted  on  an  engine  test  device  known  as  a  dynamometer, 
its  engine  running  at  high  speed.  Outside  the  window  John- 
son monitors  performance  on  his  Toshiba  laptop.  During  the 
1999  season,  the  team  was  using  logger  and  engine  manage- 
ment software  from  EFI  Technology,  a  company  in  Torrance, 
California,  started  in  the  late  '70s  by  Graham  Western, 
formerly  with  Cosworth  Engineering  in  England.  I  sit  down 
next  to  Johnson,  who  is  talking  on  the  phone  with  Jamie 
Wagner,  one  of  the  company's  engineers,  asking  questions 
about  how  to  interpret  the  data  he's  getting.  "At  that  point 
he's  doing  131  miles  per  hour,"  Johnson  says.  "Does  that 
seem  right?" 

On  the  screen  in  front  of  him  is  a  layout  of  the  Laguna  Seca 
track  in  Monterey,  California.  The  track  schematic  isn't  a 
prepackaged  overlay.  It's  a  simulation  drawn  by  the  computer 
gyro  as  the  motorcycle  weaves  its  way  around  the  course.  In 
this  view  the  "track"  doesn't  represent  a  twisting  swath  of 
macadam  but  rather  the  averaged  line  around  the  course  that 
Chandler  takes  during  a  practice  session  —  in  theory,  at  least, 
the  shortest,  fastest  route.  The  Kawasaki  team  has  the  records 
of  the  previous  season's  practices  and  races  for  14  events  at 
13  tracks  stored  digitally,  as  well  as  races  run  so  far  in  the 
1999  season.  The  bike-mounted  computer,  slightly  larger 
than  a  pack  of  cigarettes,  weighing  in  at  less  than  half  a  pound 
and  capable  of  sampling  16  megabytes  of  information,  works 
constantly  while  Chandler  and  the  bike  are  in  motion.  It 
can  continuously  sample  up  to  50  channels,  i.e.,  racing 

factors,  including 
rear-wheel  and 
front-wheel  speed 
(monitoring  the 
difference  between 
them,  known  as 
slip),  throttle  posi- 
tion sensors,  front 
and  rear  suspen- 
sion travel,  engine 
rpm,  rate  of  drain 
on  the  battery 
(crucial,  since  race 
batteries  don't  re- 
charge  themselves), 
lap  times,  ignition 
performance,  fuel  flow,  and  a  variable  menu  of  other  informa- 
tion. During  races,  to  save  the  battery,  the  Kawasaki  learn 
monitors  only  the  rear-wheel  speed,  engine  rpm,  and  throttle 
position.  Statistics  from  the  practice  sessions  provide  the  bulk 
of  the  stored  data. 

As  Johnson  moves  a   vertical  cursor  across  the  track 

layout,  the  columns  of  information  change  constantly.  You 

can  watch  the  gear  changes  and  the  rpm  as  Chandler  — 

or  his  digital  simulacrum  —  accelerates  out  of  turns,  then 

the  downshifting  and  front-suspension  compression  as  he 

brakes  hard  into  the  next  bend.  The  data  can  be  shown 

icall)  or  graphically,  and  after  a  while  even  a  beginner 

>rm  a  mental  picture  of  what  bike  and  rider  are 

en  moment.  If  there's  a  crash,  the  data  can 

•nd  riders  determine  the  cause.  "Of 

i  it,"  Johnson  say.  "we  don't  get 


Keeping  track  using  software  by  EFI,  the  Kawasaki  team  can 
dissect  performance  on  13  U.S.  racetracks  inch  by  inch. 


much  information  since  the  wheels  aren't  on  the  ground  any- 
more." If  the  team  is  ever  baffled,  someone  on  the  crew  can 
always  send  the  data  to  Kawasaki  in  Japan  via  the  Internet  to 
consult  with  the  people  who  build  the  bikes.  Retuning  the 
engine  used  to  require  burning  in  a  new  chip,  but  now 
the  computer  allows  mechanics  to  make  their  adjustments 
instantly  in  real  time. 

EFI  hardware  and  software  for  the  first  bike  cost  the 
Kawasaki  team  $19,000,  and  around  $10,000  for  its  backup 
bikes.  Upgrades  are  usually  part  of  the  software  licensing 
fee.  For  the  first  few  races,  EFI  will  often  send  experts  to  the 
track  to  work  directly  with  team  managers  and  mechanics, 
after  which  EFI  specialists  provide  phone  and  email  support 
to  help  analyze  the  data.  "Any  team  can  download  data," 
says  Johnson,  "but' if  it's  not  used  well,  it's  worse  than  no 
data  at  all." 

Johnson  likes  to  be  his  own  telemetry  wrangler,  but  other 
team  managers  prefer  to  import  dedicated  talent.  The  job 
description:  a  nerd  with  a  passion  for  motorcycles.  For 
instance,  the  Fast  by  Ferracci/DKNY  private  Ducati  team 
employs  Phil  Elliott,  an  aerospace  engineer  at  Northrop 
Grumman,  to  analyze  the  data  from  two  different  systems  for 
two  bikes,  one  from  Pi  and  the  other  from  Marelli.  Elliott  has 
been  riding  motorcycles  for  six  years  now  and  has  already  put 
47,000  miles  on  a  Honda  600cc  sport  bike. 

As  in  all  arms  races,  the  main  contenders  usually  have 
roughly  equivalent  technical  skills,  so  it's  hard  to  measure 
productivity  advantages  the  top  race  teams  have  gained  from 
data  acquisition  tech.  What's  safe  to  assume,  however,  is  that 
no  team  with  any  expectation  of  winning  consistently  can 
afford  to  fall  behind  on  the  rapid  developments  in  technology. 
Systems  suppliers  EFI  and  Pi,  meanwhile,  are  locked  in  their 
own  race,  though  many  racing  teams  prefer  to  use  both  systems 
among  different  bikes.  As  with  the  bike  engineers,  software 
engineers  tend  to  talk  in  terms  of  speed.  Steve  Robertson  of 
FFI  points  out  proudly  that  data  from  his  company's  com- 
puter can  be  downloaded  at  a  rate  of  four  megabits  per 
second,  taking  only  eight  seconds.  "That's  a  whole  lot  faster 
than  the  Pi  unit." 

In  the  end,  for  all  the  growing  digital  sophistication, 
motorcycle  racing  is  still  a  sport,  a  highly  physical  contest  in 
which  the  rider's  strength,  reflexes,  experience,  tactical  savvy, 
and  nerve  earn  the  few-seconds-per-lap  difference  that  sepa- 
rates champions  from  the  merely  fast.  The  point  of  informa- 
tion technology  in  motorcycles  is  no  different  from  the  point 
of  information  technology  in  any  field:  to  let  humans  reach 
their  full  potential.  "Our  data  acquisition,"  says  manager 
Johnson,  "is  all  about  making  the  bike  easier  to  ride  for  the 
rider,  so  that  he  can  ride  the  machine  to  its  limits." 

Epilogue:  For  all  Doug  Chandler's  skill  and  the  Muzzy 
team's  winning  ways,  the  1999  season  wasn't  particu- 
larly successful  for  Kawasaki,  and  late  in  the  year  the  com- 
pany decided  to  take  the  road  racing  part  of  its  motor 
sports  operations  m-house,  at  a  new  race  shop  in  Irvine, 
California.  Muzzy  will  remain  with  Kawasaki,  concentrat- 
ing on  the  increasingly  important  drag  racing  arena,  and 
Chandler  will  stay  on  as  the  No.  I  superbike  rider.  EFI  also 
continues  as  the  prime  supplier  of  road  racing  computer 
technology.  ■ 


Deploying  the  TopTier  e-business 
portal  has  made  Herman  Miller's 
supply  chain  stand  up  and  cheer* 

Suddenly  suppliers  can  get  all  the 
^formation  they  need  directly  -  receipt,  quality 
invoice  and  payment  information,  you  name  it  -  in 
any  form  they  like,  all  through  one  portal  Easily  and 
_n  real  time.  Multiple  points  of  contact  are  a  thing  of 
:he  past.  Fast,  well-informed  business  decisions  are 
iriving  a  profitable  future.  And  since  everyone  is 
reading  off  the  same  page,  relationships  are  much 
stronger.  These  are  the  results  Herman  Miller*  was 
seeking  from  their  original  ERP  investment.  Their 
expenditure  for  the  TopTier8  Portal  was  peanuts  by 
:omparison.  But  it's  made  that     T°pTier  pr°vides  le°din9  ^^ with 

■*-  e-business  portals  that  are  surprisingly 

^rifYinal      irWACfmpnf     r\QU     nff    KanrL  easy  to  deploy  and  shockingly  easy  to  use 

jriginai     lnVcStment     pay      Oil     IldllU"  No  new  code  is  required  .Also  no  training. 

Point.  Click.  Drag.  Drop.  Anyone  who  can 

)Omely    What    Can    We    dO    for    yOU?  execute  mese  four  simple  steps  knows  how 

/  'to  use  TopTier  to  swiftly  access,  link  and 

DAA     l/'A     mO/  a-  a.'  ~  ~^~  relate  data  -  even  data  from  disparate 

5UUooUojZo/www.toptier.com     ^m^mdm^f^ 

:::  TopTier 

BHIsOFTWARE 

'2000  TopTier  Software  Inc  TopTier  u  a  registered  trademark  DtTopTw  SoftwaR  Inc.  Herman  Miller  is  a  registered  trademark  . 

f  Herman  Miller  Inc.  Photo  courtesy  of  Herman  Miller  Inc.  Photographer  Nick  Merrick  Hedrich-Biessing,  Chiw.  IL e-DUSineSS  like  yOU  Ve  never  Seen  it  before. 
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AYS,  GETTING  AN  E-RETAILER  PRIMED  FOR  PE 


LES  TRAFFIC  SEEMED  THE  HEIGHT  OF  WISHFUL   THINKING 


BUT 


OPEN  MINDS 


MADE  IT 

CLICK. 

Multiple  Zones  International  faced 
a  massive  challenge.  Their  100,000- 
computer  products  site  had  to  achieve 
new  heights  of  customer  service, 
capacity  and  security  to  capture 
vital  sales.  And  with  just  76  days  to 
go,  the  clock  was  ticking. 

With  razor-sharp  planning, 
precision  execution  and  unmatched 
client  collaboration,  CSC  lit  up  the 
dynamic  site  in  time  for  peak  sales 
season.  Customers  poured  in.  Orders 
shot  up.  And  Web  sales  increased 
over  60%.  Today,  CSC  continues  to 
work  closely  with  Multiple  Zones 
International  to  sustain  success. 

CSC  applies  e-business  innovation, 
enterprise  best  practices  and  Internet 
technologies  to  speed  companies 
from  clicks  to  commerce.  In  700 
locations  worldwide,  our  57,000 
quick  minds  are  ready  to  make 
business  click  right  into  place  for 
your  company. 


www.csc.com/econsult 


THIS  IS  NO  TIME  FOR  CONVENTIONAL  THINKING 
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SKY 


Because  in  cyberspace  no 
one  can  hear  your  customers  scream. 


-■*j 


When  online  customers  are  unhappy,  they  don't  always  tell  you 
They  just  click  away  to  a  competitor.  Online  retailers  know 
customer  retention  is  critical  to  profitability,  so  you  need  a 
way  to  reliably  manage  your  customer's  experience. 
That's  where  outsourcing  your  customer  care  to 
/SKY  can  make  all  the  difference. 


tcUSro,. 


i'SKY  is  a  complete  multichannel  customer  care  service. 
At  /SKY  we  provide  highly  trained,  highly  motivated 
customer  care  associates  who  work  with  your  customers  in 


f*ED  e"< 


real  time,  through  voice  over  IP,  online  text  chat,  online  shared 
data  forms,  as  well  as  telephone  and  e-mail.  This  individual 
attention  and  rapid  response  capability  helps  build 
customer  loyalty... and  profits. 


*+ 


With  over  15  years'  experience,  i'SKY  is  the  undisputed 
expert  in  customer  care.  Don't  let  your  customers 
click  away  —  keep  them  connected  with  i'SKY. 
Contact  /SKY  by  phone  800-351-5055,  ext.  6236, 
e-mail  customercare@isky.com  or  on  the  Web  at  www.isky.com. 
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HINK  OF  IT  as  the  cyberequiva- 

lent  of  war.  And  like  combat, 

I  you  are  terrified  in  it,  have  few  coher- 

lent  memories  of  it,  and  can  only 

i  really  talk  about  what  happened  to 

another  veteran. 

It's  the  Ramp:  the  emblematic 

i  event  of  modern  business  life.  As 

linguist  Geoffrey  Nunberg  explains 

|  (see  page  90),  it  is  a  noun  that  has 

mutated  into  a  verb — a  capitalized 

noun  drenched  in  adrenaline  and  flop 

i  sweat.  The  Ramp  is  so  awe-inspiring 

I  to  outsiders  that  they  will  do  almost 

anything  to  climb  aboard;  it  is  so 

addictive  to  those  who  are  in  it,  they 

will  sacrifice  their  families,  their 

health,  and  their  youth  to  stay  there. 

It  is  the  locus  of  our  high  tech 

dreams:  The  Ramp  can  make  you 

rich;  it  can  make  you  famous;  it 

can  make  you  immortal.  Just  climb 

aboard  the  rocket  and  hold  on. 


■ 
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INTRODUCTION 


What  is  the  Ramp?  In  the  broadest  sense,  it's 
what  happens  when  a  startup  taps  into  a  new  and 
exploding  market  and  suddenly  finds  itself  experi- 
encing skyrocketing  revenue  growth  (typically 
400%  in  a  single  year). 

When  isn't  a  company  on  the  Ramp?  A  startup 
that  has  received  $100  million  in  VC  funding  and 
has  hired  hundreds  of  employees  but  only  saw  its 
revenues  grow  15%  last  year  isn't  ramping;  it  is 
positioning  itself  to  ramp.  It  is  hoping  and  praying 
it  will  ramp,  but  until  the  hockey-stick  curve  of 
revenue  growth  kicks  in,  it's  just  a  wannabe. 

That  said,  the  Ramp  is  not  only  about  huge 
revenue  growth.  In  fact,  signing  up  high- 
paying,  revenue-producing  customers  is  the  easy 
part  (most  of  them  are  just  knocking  on  the 
door).  The  harder  part  is  managing  the  growth: 
setting  strategy,  hiring  new  employees,  acquiring 
companies.  Some  companies  are  better  at  this 
than  others,  and  the  best  made  our  Top  20  list 
(see  page  84). 

But  the  Ramp  is  incredibly  forgiving.  On  the 
Ramp,  companies  can  stumble  and  make  huge 
mistakes  and  continue  to  prosper.  Once  a  company 
is  fired  up  and  takes  off,  it's  almost  impossible  to 
stop  its  forward  momentum. 


Unfortunately,  many  of  the  mistakes  made 
during  the  Ramp  come  back  to  haunt  a  company. 
Consultant  Robert  Conti  (see  page  124)  says  one 
of  the  big  dangers  is  angering  customers.  If  compa- 
nies haven't  taken  customer  service  seriously  dur- 
ing the  Ramp,  then  they  will  find  it  much  harder  to 
survive  the  next  phase  of  their  life :  capturing  and 
controlling  market  share,  a  phase  in  which  the 
customer  is  king  (see  chart  below). 

How  a  company  manages  the  Ramp,  then, 
determines  the  success  to  follow.  And  that  success 
is  ultimately  about  profits.  For  while  a  ramping 
company  sees  revenues  skyrocket,  profits  typi- 
cally don't  kick  in  until  later.  That  means  it  is 
the  older,  more  mature  companies,  the  ones  that 
have  done  their  high  flying  and  landed  safely 
back  on  solid  ground,  that  enjoy  the  true  mone- 
tary rewards. 

In  this  issue,  Forbes  ASAP  takes  the  first  real 
look  at  the  Ramp,  not  merely  as  a  financial  report- 
ing phenomenon  but  as  a  culture  in  itself.  It's  a 
unique  world,  with  its  own  legends,  language,  and 
rules.  And  today,  more  than  ever  before,  we  know 
what  it  takes  to  get  on  the  Ramp  and  how  to  ride 
it.  What  we  have  yet  to  learn  is  how  to  survive  it. 

MICHAEL  S.  MALONE 


LIFE  CYCLE  OF  A  RAMP 


Starting  Up 


Strataaf  Develop  a  product;  get 
business;  do  anything  to  survive. 
focus  nr  Hiring  and  getting  operational 
procedures  in  place. 
What  kaaps  taa  CE 0  ap  at  aiaat 
"Where  am  I  going  to  get  more  capital?" 
What  saiasptopk  an  sapaa: 
"We  have  a  novel  solution" 
How  sahspaaph  aat  paid: 
Straight  commission. 
ThaaaaiatbeamkaHagaaaami$at 
Market  size  and  price  lists. 
WHanaahttalk  "I've  never  worked 
in  my  life." 


Ramping  Up 


Holding  On  to  Market  Share    Fine-Tuning  the  Operation 


Strataaf:  Get  more  business;  lower  costs 

focus  Mr  Improving  margins. 

What  kaaps  taa  CEO  ma  at  mat* 

"How  do  we  scale  up  our  business7" 

What  sahspaoah  an  sayiaa; 

"We  are  the  top  provider  of  the 

technology." 

Wow  sahspaoah  aat  paid: 

Commissions  with  accelerators  for 

over-quota  performance. 

Tha  hazz  m  taa  markatiaa  atpataatat 

Channel  expansion  and  developing 

product  literature. 

Watarcaahr  ta*  "I've  never  work 

harder  in  my  life.  Did  you  hearjaj 

just  acquired?" 


Strataay:  Figure  out  what  business  you 
want  to  keep. 

fans  mt  Customer  service,  stopping 
price  erosion. 

What  kaaps  taa  CEO  ap  at  aiaat 
"How  can  I  continue  to  increase 
shareholder  value?" 
What  salaspaopia  an  sapa§: 
"We  have  the  lowest  total  cost  of  owner- 
ship. We  will  beat  our  competitor's  prices." 
Haw  sahspaoah  aat  paid 
Commission  with  product  or  profit 
modifiers. 

Taa  aan  ia  IfcjaJBfteea*  < 
Market  research  and  new-product 
go^oTing. 

ajffc  "Did  you  hear  finance 
is  reviewing  all  of  the  expense  reports, 
and  all  travel  in  the  next  quarter  is  put 
on  hold?" 


SuaUaf  How  do  we  position 

our  products? 

faces  Mr  Enhancing  core  business  and 

exploiting  new  business  opportunities. 

What  kaeps  taa  CEO  ap  at  aiaat 

"How  do  we  take  advantage  of  new 

market  opportunities?" 

"We  stand  by  our  product  and  offer  great 
customer  support" 

Through  a  diverse  collection  of 
commission  and  bonus  plans. 

taaniat 
Find  new  customers  so  we  can 
grow  again. 
Waatttaaiat  taMc 
"What  happened  to  the  good  old  days?" 

Source: 

Robert  Conti,  chief  operating  officer. 

The  Alexander  Group,  Inc. 
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Business  Model  #001 

"How  do  you  integrate 
brick-and-mortar 
with  e-commerce?" 


take  a  bold  step 


Click  or  brick,  you've  got  a  foundation  —  we'll  show  you  a  way  to  build  on  it.  Manage  it.  Profit  by  it. 
We're  Extraprise®  At  the  intersection  where  creative  and  technology  put  strategy  into  action. 
Take  a  look  at  our  executive  briefing,  "Beyond  e-Business,"  at  www.extraprise.com/ebiz 
or  call  toll-free  1-877-368-9150.    Extraprise.  Where  online  meets  offline.™ 
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extraprise 


Strategy.  Creative.   Technology. 


www. 'extraprise. com 
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Introducing  EoCenter. 

A  search  engine  so  refined  and  powerful,  it  is  now  referred  to  as  a  research  engine. 

oCenter's  innovative  advanced  search  technologies  allow  you  to  deliver  quality, 
up-to-date  industry  content  to  your  users  as  a  seamless  extension  of  your 
brand.  Become  one  of  the  most  powerful  research  destinations  in  your  industry  with 
EoCenter  for  Healthcare,  Finance,  High-Tech,  or  Insurance — with  categories  expanding 
rapidly.  Find  out  how  our  partners  build  traffic,  improve  site  loyalty,  and  increase  new 
commerce  opportunities  with  the  EoCenter  research  engine. Visit  www.eocenter.com 
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BY  CLINT  WILLIS 


Top  20  page  85 


Big  10  page  92 


Bottom  5  page  96 


eparating  the  well-managed  from  the  poorly  man- 
aged company  isn't  easy  when  both  are  ramping  at 
incredible  rates.  A  lot  of  mistakes,  after  all,  can  be 
masked  by  100%  sales  growth  in  a  single  year.  But 
making  such  a  distinction  isn't  impossible,  either. 

In  this  first-ever  survey,  we  looked  beyond  those 
huge  sales  increases  and  picked  the  20  firms  most  likely 
to  continue  their  success  in  the  near  future.  To  get  those  20,  we  began 
with  an  initial  list  of  the  100  fastest-growing  technology,  telecommuni- 
cations, and  biotech  companies,  based  on  year-over-year  sales  growth 
(courtesy  of  IBES  International;  see  "The  Total  100,"  page  98). 

Narrowing  the  list  was  tricky.  It's  not  always  easy  to  predict  when 
a  fast-ramping  company  is  likely  to  lose  momentum.  For  one  thing, 
companies  like  Hotjobs.com  (whose  stock  price  rose  473%  last  year) 
and  IXL  Enterprises  (up  210%  in  1999)  have  been  very  good  to  the  ana- 
lysts who  backed  them,  as  well  as  to  the  investors  who  bought  their 
shares.  Past  exploits  have  created  a  core  of  sometimes  mindlessly 
devoted  fans  whose  opinions  on  such  firms  aren't  worth  much. 

We  bore  that  in  mind  when  we  asked  almost  200 
analysts  to  help  us  rate  the  100  fastest  growers.  We 
asked  them  to  score  each  company  based  on  four  fac- 
tors, and  to  back  up  their  scores  with  facts  and  analy- 
sis. We  combined  those  scores  with  a  score  based  on 
each  company's  growth  rate.  In  the  end,  we  had  20  fast- 
growing  firms  that 
achieved  high  scores  in 
these  categories: 

Management.  They 
don't  teach   you   in 
business  school  how  j 
to  manage  triple-digit 
revenue  growth.  "When 
your  sales  double,  it's  like  adding  another  company  the  size  of  your  old 
company,"  notes  Bill  Keithler,  manager  of  the  Invesco  Technology  II  fund. 
"That  is  a  huge  management  challenge." 

Finances.  These  firms  need  giant  amounts  of  cash  to  get  off  the 
ground  and  stay  there.  That  cash  is  coming  from  investors  rather  than 
earnings,  which  makes  credibility  on  Wall  Street  and  with  other  investors 
a  sine  qua  non  of  rapid  growth  for  firms  like  JDS  Uniphase  (No.  16, 
which  raised  $715  million  at  its  July  1999  follow-on  offering)  and  Vertical- 
Net  (No.  4,  in  which  Microsoft  invested  $100  million  in  late  January). 

Market  opportunity.  All  of  the  firms  on  our  list  are  involved  with  the 
Internet,  history's  greatest  market  opportunity.  For  many,  the  trick  to 
maintaining  ramp  is  to  identify  and  then  conquer  fast-growing  niches 
such  as  the  application  service  provider  market  (FutureLink  [No.  8], 
USinternetworking  [No.  5])  or  email  services  (Critical  Path  [No.  1],  Kana 
Communications  [No.  19]). 

Competitive  position.  Rapid  growth  attracts  competition,  which 
tends  to  impede  further  growth.  Exceptions  occur  when  companies  create 
harriers  to  entry,  such  as  established  brand  names  or  superior  products. 
These  barriers  traditionally  take  years  to  erect,  but  not  for  these  firms. 

That  brings  up  another  question  about  ramp.  These  20  companies  aren't 
yet  in  a  position  to  finance  their  growth  from  internal  sources,  i.e.,  profits. 
Only  two  firms,  JDS  Uniphase  (on  a  pro-forma  basis)  and  eBay  (No.  17), 
were  in  the  black  for  their  most  recent  fiscal  years.  Until  the  20  make  money, 
their  growth  will  depend  largely  on  Wall  Street's  willingness  to  finance 
them.  So  t.ir,  that's  no  problem.  That  may  change  in  the  coming  months, 
with  potentially  devastating  results.  We  can  say  this:  The  risk  is  considerably 
lower  for  our  Ramp  20  than  it  is  for  many  of  their  fast-growing  peers. 
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The  Top  20 


1  CRITICAL  PATH 
San  Francisco,  CA 
1999  FY  revenues:  $16.2  million 
1999  FY  revenue  growth:  1,701% 

1999  stock  market  performance:  43.3% 

2000  estimated  revenue  growth:  624% 

A  year  ago  it  wasn't  clear  who  was  going  to  dominate  the 
fast-growing  market  for  email  services  and  infrastructure. 
Now  it  looks  like  the  winner  is  first-mover  Critical  Path.  CEO 
Doug  Hickey's  decision  to  stage  an  early  IPO  (March  1999) 
helped  the  firm  get  a  jump  on  competitors.  In  fact,  the  com- 
petition has  been  surprisingly  sluggish,  considering  that  the 
email  market  will  more  than  double  by  2002,  to  some  555 
million  mailboxes.  Right  now,  only  10%  of  firms  outsource 
their  email  systems,  but  that  will  change.  "The  need  to  manage 
these  systems  is  rising,"  says  an  analyst.  "The  opportunity  for 
Critical  Path  is  tremendous." 

2  COVAD  COMMUNICATIONS 
Santa  Clara,  CA 
1999  FY  revenues:  $66.5  million 
1999  FY  revenue  growth:  1,148% 

1999  stock  market  performance:  84.9% 

2000  estimated  revenue  growth:  278% 

Covad  wants  to  capture  the  business  of  the  32  million  Ameri- 
cans who  access  the  Web  on  poky  dial-up  modems.  The  first 
company  to  commercially  roll  out  digital  subscriber  line 
(DSL)  services  (it  did  it  back  in  1997),  Covad  now  offers  its  fast 
Internet  access  to  ISPs  and  long-distance  providers  in  56  metro 
areas.  Founded  by  three  former  Intel  employees,  Covad  should 
see  its  revenues  continue  to  soar  as  e-commerce,  telecom- 
muting, and  audio  and  video  over  the  Web  spur  explosive 
demand  for  secure  broadband  in  the  home  and  office.  "DSL 
should  become  the  technology  of  choice  in  the  business  mar- 
ket and  should  evolve  into  a  very  strong  competitor  in  the 
consumer  market,"  predicts  one  analyst. 

In  fact,  current  revenue-growth  estimates  could  prove 
to  be  conservative.  A  late-1999  ruling  by  the  FCC  forces 
regional  Bell  operating  companies  to  share  their  existing 
phone  lines  with  DSL  providers.  Analysts  say  that  will  help 
Covad  cut  costs  and  prices,  and  thus  take  market  share  from 
broadband  cable  providers. 

3IMAGEX.COM 
Bellevue,  WA 
1999  FY  revenues:  $11.5  million 
1999  FY  revenue  growth:  1,088% 

1999  stock  market  performance:  200.4% 

2000  estimated  revenue  growth:  195% 
ImageX.com  Web  sites  hold  a  digital  library  of  a  firm's  custom- 
printed  business  materials.  This  alone  can  cut  customers' 
printing  costs  by  around  10%.  The  market  opportunity  is 
staggering — the  U.S.  printing  industry  had  sales  of  $292  billion 
in  1998— and  ImageX.com  has  virtually  no  competition 
among  Forbes  500  firms.  "Even  a  1%  share  of  this  business 


would  make  them  a  $3  billion  firm,"  says  one  analyst.  "And 
they  have  the  potential  to  get  much  more  than  that."  Mean- 
while, any  one  of  their  large  customers  (Merck,  USA  Networks, 
and  others)  has  annual  printing  costs  greater  than  this  com- 
pany's revenues — so  the  growth  opportunity  is  enormous. 

4VERTICALNET 
Horsham,  PA 
1999  FY  revenues:  $16.5  million 
1999  FY  revenue  growth:  426% 

1999  stock  market  performance:  622.8% 

2000  estimated  revenue  growth:  400% 

CEO  Mark  Walsh,  former  head  of  America  Online's  business- 
to-business  (BIB)  division,  likes  to  call  his  firm  "the  least  sexy 
site  on  the  Internet."  He's  probably  right:  VerticalNet  sets  up 
Web  sites  that  link  buyers  and  sellers  within  industries, 
and  throws  in  industry-oriented  editorial  content  and  adver- 
tising. The  firm  has  built  sites  for  55  industries,  including 
sewage  treatment,  adhesives  and  sealants,  and  packaging. 

Still,  investors  find  this  stuff  scintillating.  VerticalNet's 
stock  shot  up  73%  at  its  February  1999  IPO  and  has  climbed 
935%  since  then.  That  run-up  reflects  the  firm's  leadership  in 
the  potentially  S3  trillion-plus  B2B  market.  Analysts  point  out 
that  if  just  half  of  VerticalNet's  55  industry  sites  turn  out  to 
be  market  leaders,  the  company  will  be  a  cyberspace  giant, 
which  helps  explain  Microsoft's  recent  $100  million  invest- 
ment in  the  company. 

5USINTERNETWORKING 
Annapolis,  MD 
1999  FY  revenues:  $35.5  million 
1999  FY  revenue  growth:  762% 

1999  stock  market  performance:  82.3% 

2000  estimated  revenue  growth:  196% 

The  application  service  provider  (ASP)  market,  which  pro- 
vides software  access  and  support  over  the  Internet,  will  grow 
from  around  $300  million  now  to  $6.5  billion  by  2003.  USi, 
led  by  visionary  CEO  Chris  McCleary  (he  wrote  the  business 
plan  before  anyone  had  ever  heard  of  an  ASP),  is  the  leading 
pure  play. 

The  firm  has  world-class  partnerships  with  the  likes  of 
Ariba,  BroadVision,  Microsoft,  Siebel  Systems,  and  PeopleSoft, 
as  well  as  strong  distribution  deals  with  Dell  and  US  West. 
Those  connections,  plus  the  possibility  that  the  ASP  market 
eventually  could  hit  $100  billion,  helped  the  company  raise 
$120  million  in  cash  during  the  fourth  quarter  of  1999. 

6  ACCRUE  SOFTWARE 
Fremont,  CA 
2000  FY  estimated  revenues:  $16.7  million 

2000  FY  estimated  revenue  growth:  466% 
1999  stock  performance:  344.1% 

2001  FY  estimated  revenue  growth:  186% 

The  e-commerce  infrastructure  software  and  services  market 
is  expected  to  hit  $35  billion  in  2002  (up  from  $5.6  billion  in 
'98),  and  it  seems  likely  that  Accrue  will  accrue  a  hefty  share 
of  that  business.  The  firm's  giant  database  and  proprietary 
Insight  software  tracks  Web  users'  behavior.  For  example,  if 
Accrue  client  Apple  wants  more  people  to  buy  iMacs  through 
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its  site,  Accrue  can  ell  Apple  how  many  visitors  looked  into 
buying  iMacs,  how  long  they  spent  on  each  page,  at  what 
point  they  clicked  off,  and  how  often  they  returned  to  the  site. 
Apple  can  use  that  information  to  make  its  site  more  persuasive. 
Accrue  has  signed  up  other  big-name  customers,  including 
Hearst,  Viacom,  Motorola,  Kodak,  Ameritrade,  and  T.  Rowe 
Price.  Better  yet,  those  companies  probably  won't  switch  any- 
time soon:  It  costs  as  much  as  $200,000  to  install  Accrue's 
Web-tracking  software. 

7  REDBACK  NETWORKS 
Sunnyvale,  CA 
1999  FY  revenues:  $64.3  million 
1999  FY  revenue  growth:  598% 

1999  stock  market  performance:  322% 

2000  estimated  revenue  growth:  141% 

Redback's  products  are  the  latest  weapons  in  the  bloody  battle 
for  broadband.  The  3-year-old  networking  firm's  managers  — 
mostly  plundered  from  the  likes  of  Cisco  Systems,  Bay 
Networks,  and  Sun  Microsystems — invented  subscriber 
management  system  (SMS)  technology.  SMS  lets  carriers, 
cable  operators,  and  network  service  providers  deploy  high- 
speed Internet  access. 

Redback's  customers  already  include  four  of  the  five  Baby 
Bells,  as  well  as  UUNet,  EarthLink,  and  others.  Last  year  the 
firm  paid  $4.3  billion  for  Siara  Systems,  an  optical  access 
switching  company;  the  acquisition  gives  Redback  access  to  a 
$10  billion  market.  Look  out,  Cisco  and  Nortel. 

8FUTURELINK  DISTRIBUTION 
Irvine,  CA 
1999  FY  estimated  revenues:  $12.3  million 
1999  FY  estimated  revenue  growth:  405% 

1999  stock  market  performance:  1,633% 

2000  estimated  revenue  growth:  308% 
FutureLink  CEO  Philip  Ladouceur  knows  a  thing  or  two 
about  ramp:  In  less  than  three  years,  he  grew  MetroNet 
Communications  into  Canada's  largest  competitive  local 
exchange  carrier  (CLEC)  and  then  sold  the  firm  to  AT&T 
Canada  for  $3  billion.  Now  Ladouceur  is  charging  into  the 
red-hot  application  service  provider  (ASP)  business,  expected 
to  grow  300%  a  year  through  2001. 

The  firm  essentially  leases  software  applications  made  by 
such  companies  as  Great  Plains  and  Onyx  Software  to  small 
and  medium-size  firms  looking  to  cut  their  IT  costs.  Customers 
sign  three-year  contracts  in  exchange  for  the  promise  of  99.7% 
uptime.  FutureLink's  decision  to  market  its  services  through 
resellers  and  systems  integrators  should  help  keep  customer 
acquisition  costs  low  and  revenues  soaring  well  into  the  future. 

9  COMMERCE  ONE 
Walnut  Creek,  CA 
1999  FY  revenues:  $33.6  million 
1999  FY  revenue  growth:  1,209% 

1999  stock  market  performance:  866.4% 

2000  estimated  revenue  growth:  291% 
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One,  which  developed  the  world's  first  Internet-based 
B2B  procurement  network,  where  companies  can  buy  or  sell 
everything  from  office  supplies  to  telecom  equipment.  The 
firm  is  expanding  that  network  through  partnerships  with 
blue  chips  in  the  United  States  (Microsoft,  General  Electric, 
General  Motors)  and  overseas  (Nippon  Telephone  and 
Telegraph,  British  Telecommunications,  Optus).  "Commerce 
One  is  in  the  best  position  in  this  industry  because  of  its 
amazing  global  trading  web,"  says  one  analyst.  All  of  which 
means  Commerce  One  should  grab  a  fat  piece  of  the  B2B 
e-commerce  market,  slated  to  grow  from  less  than  $5  billion 
in  1998  to  $1.3  trillion  by  2003. 
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ANCOR  COMMUNICATIONS 

Minnetonka,  MN 

1999  FY  revenues:  $13.7  million 

1999  FY  revenue  growth:  212% 

1999  stock  market  performance:  1,596.9% 

2000  estimated  revenue  growth:  210% 

Talk  about  second  acts:  Ancor  floundered  when  it  focused  on 
the  Ethernet  market.  Then  CEO  Kenneth  Hendrickson  attacked 
the  faster-growing  market  for  storage  area  network  switches — 
now  $3.4  billion  and  growing  by  200%  annually.  Competitor 
Brocade  Communications  is  the  first  mover  and  market 
leader,  but  Ancor  has  seized  market  share  with  intense  sales 
tactics  (the  firm  won  a  big  battle  for  a  contract  with  Sun 
Microsystems  that  could  be  worth  $100  million  by  2002)  and 
impressive  technology  (the  firm  released  the  industry's  first 
64-port  switch). 

The  next  big  thing:  switches  for  InfiniBand  technology,  a  < 
new  protocol  being  developed  by  Intel  and  other  industry 
giants  to  speed  up  servers  that  use  Intel  chips.  "It's  going  to 
be  big,  and  Ancor's  got  the  jump  on  everybody,"  says  one 
analyst,  who  expects  the  firm  to  turn  a  profit  this  year. 
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E.PIPHANY 

San  Mateo,  CA 

1999  FY  revenues:  $19.2  million 

1999  FY  revenue  growth:  468% 

1999  stock  market  performance:  393.8% 

2000  estimated  revenue  growth:  151% 


For  E.piphany,  God  is  in  the  details.  The  firm's  software  gen- 
erates precise  profiles  of  folks  who  buy  stuff  over  the  Web  or 
through  call  centers.  Companies  use  that  info  to  beef  up  their 
marketing,  increase  cross-sell  rates,  and  boost  sales.  It's  a 
$1.5  billion-plus  market  opportunity,  and  E.piphany's  in  the 
sweet  spot,  selling  to  the  likes  of  Amazon.com  and  Microsoft 
as  well  as  nontech  blue  chips  such  as  Procter  &  Gamble. 
E.piphany  bought  competitor  RightPoint  late  last  year  for  its 
technology  (which  helps  companies  analyze  and  respond  to 
customers  in  real  time)  and  its  customer  list  (which  includes 
American  Express  and  GTE).  There's  talk  of  Siebel  Systems 
entering  the  market,  but  so  what?  "By  the  time  Siebel  figures 
out  the  technology,  E.piphany  will  be  too  far  out  in  front  to 
catch,"  predicts  one  analyst. 
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gfl     JkNET  PERCEPTIONS 

^9  Minneapolis,  MN 
■dBSHKi  1999  FY  revenues:  $15.1  million 
1999  FY  revenue  growth:  238% 

1999  stock  market  performance:  40.9% 

2000  estimated  revenue  growth:  138% 
Successful  e-commerce  sites  gather  information  about  cus- 
tomers and  then  use  it  to  sell  more  items  to  them — kind  of 
like  that  kid  at  McDonald's  who  wants  to  know  if  you'd  like 
fries  with  your  burger.  But  e-tailers  use  Net  Perceptions'  soft- 
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ware  instead  of  the  kid.  The  number  of  households  shopping 
online  could  grow  to  49.4  million  by  2004,  and  technology 
like  Net  Perceptions'  could  increase  the  cross-sell  rate  to 
those  buyers  by  20%  to  25%.  Meanwhile,  the  firm's  150-plus 
customer  base  is  twice  as  big  as  its  nearest  competitor's.  And 
get  this:  Net  Perceptions'  80%  gross  margins  could  actually 
earn  it  a  profit  next  year. 
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STARMEDIA  NETWORK 

New  York,  NY 

1999  FY  revenues:  $20.1  million 

1999  FY  revenue  growth:  249% 

1999  stock  market  performance:  53.7% 

2000  estimated  revenue  growth:  117% 
Latin  Americans  use  the  Net,  too.  That's  the  raison  d'etre — I 
or  should  we  say  razon  de  serf — for  StarMedia,  the  first  and 
largest  Latino-oriented  Web  portal.  The  company  offers  chat 
rooms,  a  search  engine,  e-commerce,  and  more  through  19 
different  "channels"  targeted  to  Latino  audiences  here  and 
abroad.  The  stock  has  tripled  since  its  May  IPO,  thanks  to  a 
fast-growing  market  (market  research  firm  Jupiter  Communi- 
cations looks  for  38  million  Latin  American  Web  surfers  by 
2003,  up  from  9  million  last  year)  and  skyrocketing  revenues 
(its  projected  five-year  annual  growth  rate  is  100%). 

Yahoo,  AOL,  and  Microsoft  all  joined  the  Latin  American 
Internet  fray  last  year.  But  CEO  Fernando  Espuelas — known  in 
Latin  America  as  the  Uruguayan  Bill  Gates — has  responded 
by  spending  $30  million  on  advertising  and  forging  alliances 
with  industry  heavyweights  such  as  Dell,  Hewlett-Packard, 
Visa,  Netscape,  Ziff-Davis,  and  AT&T. 
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VIANT 

Boston,  MA 

1999  FY  revenues:  $61.3  million 

1999  FY  revenue  growth:  206% 

1999  stock  market  performance:  306.2% 

2000  estimated  revenue  growth:  98% 
Analysts  predict  the  Internet  professional  services  market  will 
hit  $65  billion  in  2003,  up  almost  1,500%  from  $4.1  billion 
in  '98.  Viant's  niche — setting  up  e-businesses  for  big  corpora- 
tions— could  be  worth  $35  billion.  So  many  companies  are 
clamoring  for  Viant's  services  that  the  firm  has  to  turn  down 
90%  of  its  prospective  customers.  Current  clients  are  mostly 
blue  chips  such  as  General  Motors,  Sony,  Charles  Schwab,  and 
Seats,  which  love  Viant's  cutting-edge  technology  and  fixed-cost 
contracts.  Wall  Street  likes  Viant's  pristine  balance  sheet  and 
the  fact  that  the  firm  turned  a  profit  last  October — a  full  year 
ahead  of  schedule. 
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PHONE.COM 

Redwood  City,  CA 

2000  FY  estimated  revenues:  $51.4  million 

2000  FY  estimated  revenue  growth:  282% 
1999  stock  performance:  477.9% 

2001  FY  estimated  revenue  growth:  87% 
Phone.com  will  lose  market  share  this  year,  but  that's  only 
because  its  share  is  close  to  100%.  And  the  market  for  wire- 
less Internet  access  is  a  hot  one,  with  an  estimated  1.2  billion 
wireless  phone  users  by  2003  (and  maybe  much  sooner). 
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More  than  half  of  :hose  devices  will  support  data  services, 
including  the  wireless  application  protocol  (WAP)  that 
Phone.com  developed  with  partners  Ericsson,  Motorola,  and 
Nokia.  No  wonder  Wall  Street  is  lining  up  to  give  bucks  to 
CEO  Alain  Rossmann,  who  recently  raised  a  cool  $1  billion 
on  the  secondary  market. 

^M     AJDS  UNIPHASE 

■fife  San  Jose,  CA 
■■C^^  2000  FY  estimated  revenues:  $1.2  billion 

2000  FY  estimated  revenue  growth:  334% 
1999  stock  performance:  830.1% 

2001  FY  estimated  revenue  growth:  68% 

Since  JDS  Fitel  and  Uniphase  merged  last  July,  the  combined 
company  has  proposed  or  completed  (at  last  count)  another 
seven  mergers.  The  deals  have  helped  make  the  firm  the  only 
one-stop  shop  for  optical  components  in  the  fast-growing 
market  for  fiber-optic  communications  equipment.  Analysts 
figure  the  optical  components  market  will  grow  40%  annu- 
ally to  $20  billion  by  2003  —  and  JDS  controls  the  lion's  share 
of  the  merchant  supply  market.  The  firm  should  be  able  to 
hold  on  to  its  customers  by  dint  of  its  high-performance 
products.  Some  of  them  must  function  two  miles  under  the 
ocean,  and  JDS  guarantees  the  performance  of  at  least  one 
product  —  a  laser  pump  —  for  a  century.  "The  barriers  to 
entry  [in  fiber  optics]  are  huge,"  says  one  analyst.  Better  yet, 
the  firm's  $1  billion  in  cash  and  50%-plus  gross  margins  will 
let  it  snap  up  emerging  competition  and  strengthen  its  spot  at 
the  top  of  the  heap. 


jM   mm  EBAY 

M  San  Jose,  CA 

■■■      1999  FY  revenues:  $224.7  million 
1999  FY  revenue  growth:  161% 

1999  stock  market  performance:  55.7% 

2000  estimated  revenue  growth:  67% 

The  Internet's  poster  child  for  profitability  boasts  71%  gross 
margins,  a  $400  million  cash  hoard,  and  no  inventory  to  clutter 
up  the  place.  More  important,  buyers  and  sellers  love  its  person- 
to-person  online  auctions.  Not  even  a  series  of  outages  last  year 
could  cripple  eBay,  which  commands  a  94%  share  of  its  market 
(versus  6%  for  Yahoo  and  less  than  1%  for  Amazon.com).  The 
key  to  eBay's  success:  "CEO  Meg  Whitman  and  the  rest  of  the 
management  team  build  communities  that  create  loyal  users 
better  than  anyone  else,"  says  one  stoked  analyst. 

Growth  prospects  look  great  as  eBay  plans  to  enter  for- 
eign markets  like  Japan  and  experiment  with  B2B  auctions. 
Analysts  want  to  see  the  firm  personalize  its  site  more  and 
focus  on  dominating  vertical  markets  (such  as  automobiles) 
and  creating  regional  trading  communities. 

MWORLDGATE  COMMUNICATIONS 
Trevose,  PA 
1999  FY  revenues:  $5.6  million 
1999  FY  revenue  growth:  460% 

1999  stock  market  performance:  39.9% 

2000  estimated  revenue  growth:  334% 
WorldGate,  which  offers  cable-TV-based  Internet  access  and 
email,  has  the  only  system  ready  for  a  domestic  market  that 
consists  of  more  than  60  million  cable  subscribers.  Most 


The  Verb  Word 


BY  GEOFFREY  NUNBERG 


I  recall  the  exact  moment  when  I  figured  out 
how  ramp  came  to  be  a  verb.  It  was  in  October 
1989,  and  I  was  talking  to  an  electrical  engineer 
down  the  hall  about  the  Loma  Prieta  quake  that 
had  shaken  up  the  San  Francisco  Bay  Area  a  few 
days  earlier.  "What  was  amazing  to  me,"  he 
said,  "was  how  quickly  it  ramped." 

I  should  have  guessed  that  it  was  engineers 
who  were  responsible  for  this  one,  just  as  they 
were  behind  other  noun-to-verb  shifts  like  "cas- 
cade this  to  your  people"  and  "architecting  solu- 
tions." In  EE  talk,  you  "ramp  up"  a  power  source 
or  voltage  when  you  increase  it  in  a  steady  way, 
and  from  there  it  was  a  short  trip  to  applying  it 
to  the  process  of  bringing  an  organization  or 
project  up  to  working  strength. 

Over  the  course  of  its  history,  ramp  has  kept 

shifting  from  one  part  of  speech  to  another, 

like  one  of  those  hermaphroditic  fish  capable  of 

changing  its  sex  The  word  started  its  life  as  the 

French  verb  ramper,  meaning  "rise"  or  "rear" 

(the  same  root  that  appears  in  words  like  ram- 

■ampage.  and  romp,  via  the  image  of  an 

i   rearing  on  its  hind  came  into 

a  noun  for  various  <:nds  of  sloping 


structures  or  the  wave  patterns  that  resembled 
them,  and  it  got  turned  into  a  verb  by  engineers 
about  20  years  ago. 

So  it's  notable  that  ramp  has  started  to 
switch  back  to  a  noun  again.  All  of  a  sudden 
people  are  talking  about  "the  ramp"  as  the  period 
of  rapid  growth  into  a  mature  company  or  the 
resources  that  make  that  growth  possible — 
you've  "run  out  of  ramp"  when  your  growth  or 
resources  can't  be  sustained  at  the  same  level 
anymore.  That's  a  phrase  from  the  language 
of  skateboarding,  not  engineering.  The  image 
associated  with  ramp  has  changed.  It's  not  the 
even  surface  that  takes  you  from  one  level  to 
another — a  loading  ramp,  say,  or  a  highway 
ramp.  Now  it's  something  much  more  like  a 
steep,  curved  structure  with  nothing  but  air  at 
the  other  end  of  it. 

This  new  sense  of  the  word  reflects  both 
the  excitement  and  the  uncertainty  of  business 
in  the  dot-common  era.  with  capital  pouring  in 
and  valuations  on  a  rampage.  If  you're  looking 
for  an  image  for  the  ramp  nowadays,  think  of 
something  more  like  the  structure  that  Evel 
Knievel  built  back  in  1974  when  he  tried  to  jump 


over  the  Snake  River  Canyon  in  his  rocket- 
powered  Harley.  That's  what  the  ramp  is  like  in 
the  incubator  spaces  of  Silicon  Valley.  You  fire 
your  rockets,  crank  up  the  burn  rate,  and  hurtle 
forward,  trying  to  convert  your  momentum  into 
the  highest  and  fastest  trajectory  you  can  reach 
before  that  moment  when  the  ramp  suddenly 
disappears  beneath  your  wheels  and  gravity 
begins  to  work  on  you — flattening  your  course, 
pulling  you  down  toward  a  canyon  floor  already 
littered  with  the  broken  bodies  of  all  the  other 
companies  that  didn't  make  it  across. 

It's  a  big  improvement.  Business  is  almost 
always  better  off  taking  its  terminology  from 
skateboarders  or  daredevil  motorcyclists  rather 
than  engineers,  not  just  because  the  language  is 
more  lively  but  because  it's  generally  a  more 
accurate  analogy  for  what's  really  going  on. 
Ramp  should  have  a  lively  future  ahead  of  it — 
at  least  as  long  as  the  cash  holds  out. 

Geoffrey  Nunberg  is  a  scientist  at  the  Xerox 
Palo  Alto  Research  Center  and  teaches  linguis- 
tics at  Stanford  University.  He  is  also  the  usage 
editor  of  the  American  Heritage  Dictionary. 
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SmartAge.com 


Few  people  would  have  the  guts  to  walk  away  from  a  successful  career  as  an  Executive  Chef, 
i  start  their  own  business  selling  recipes  over  the  Internet  But  then  again,  few  people  can  make  a 
neapple  Upside  Down  Cake  this  good. 

SmartAge'xom  is  the  place  for  small  business  eCommerce  on  the  Web,  so  you'll  be  attracting  new 

jstomers  in  no  time.  We've  already  helped  over  a  million  small  businesses  make  money  on  the  Web. 

can  help  yours,  too.  No  matter  what  kind  of  small  business  you've  cooked  up.  SmartAge.com. 


mrt  commerce  for  small  business. 
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RfifiP  CHAMPS 

analysts  are  betting  that  first-mover  WorldGate  will  fill  that 
market,  thanks  to  its  superb  patented  technology,  a  CEO  with 
20  years  in  the  cable  business,  and  ongoing  tests  or  opera- 
tions in  26  U.S.  markets  (not  to  mention  13  foreign  coun- 
tries). Investors  cheered  the  firm's  recent  partnership  with 
StarMedia  Network  (No.  13),  which  calls  for  the  Latino- 
oriented  Web  portal  to  produce  content  for  WorldGate's 
Internet  TV  service  in  Latin  America  and  Spain.  Management 
needs  to  sign  some  major  agreements  with  the  big  cable  oper- 
ators to  ensure  mass  deployment  of  WorldGate's  service — so 
look  for  a  big  announcement  later  this  year. 

jM    A  KANA  COMMUNICATIONS 

%0M  Palo  Alto.  CA 
■i^F  1999  FY  revenues:  $14.1  million 
1999  FY  revenue  growth:  499% 

1999  stock  market  performance:  298.1% 

2000  estimated  revenue  growth:  190% 

When  Kana's  idea  for  a  sports  portal  site  flopped,  then-CEO 
Mark  Gainey  went  postal.  Now  Kana  sells  software  that 
"reads"  a  company's  incoming  emails  from  customers  and 
routes  them  to  the  right  department  (or  even  shoots  back 
ready-made  answers).  Customers  get  fast  responses  to  their 
queries  while  companies  save  money  and  build  customer  loy- 
alty. Business  is  booming:  The  email  management  software 
business  is  expected  to  grow  116%  annually,  reaching  $2  bil- 
lion by  2003.  And  Kana's  customer  list  already  includes  10 
of  the  20  busiest  Web  sites  (including  Microsoft,  eBay,  and 
Lycos)  as  well  as  blue  chips  such  as  Ford,  Northwest 
Airlines,  and  Gap.  New  initiatives  in  live  voice  chat  and  self- 
service  response  technologies  should  help  Kana  maintain  its 
leading  marker  share  against  competitors  such  as  eGain  Com- 
munications and  Mustang.com. 

A^JUNIPER  NETWORKS 
^^FB    ■  Mountain  View.  CA 
^■i^^  1999  FY  revenues:  S102.6  million 
1999  FY  revenue  growth:  2,595% 

1999  stock  market  performance:  243.9% 

2000  estimated  revenue  growth:  120% 

Juniper  shares  shot  from  $34  to  $99  at  the  company's  IPO 
last  June — and  unlike  most  hot  new  issues,  Juniper's  stock 
kept  going.  The  shares  haven't  dipped  below  $100  since 
early  December  and  as  of  press  nine  stood  at  $119.25  after  a 
3-for-l  split. 

What's  the  buzz?  Juniper  makes  the  first  routers  fast 
enough  to  eliminate  data  bottlenecks  on  the  Net.  It  must  be 
good  stuff:  The  firm  didn't  have  a  single  customer  a  year  and 
a  halt  ago  but  since  then  has  seized  13%  of  the  high-end 
router  market,  which  includes  many  firms  thrilled  that  some- 
one's finally  cutting  into  C  is^n's  pricing  power. 

Now  Juniper  is  looking  for  more  growth  from  its  new 
bi   ed  ot  -outers,  tin  pint-si/ed  M20  and  the  anticipated  ultra- 
fast,  high- bandwidth  OC192.  They  should  get  it:  The  market 
■liters  is  expected  to  grow  from  $1.2  billion  last  year  to 
m  1004    Meanwhile,  analysts  gush  about  Juniper's 
ch  includes  CEO  Scott  Kriens,  the  former 
in,     id  i  TO  Pradeep  Sindhu, 
-mecca  \    o>  P  \RC.  ■ 


The  Big  10 

These  10  firms  have  sales  of  $2  billion 
or  more  and  ramp  as  high  as  213%. 
But  will  their  growth  continue? 


R 


apid  growth  often  carries  the  seeds  of  its  owi 
destruction:  The  faster  a  firm  grows,  the  bigger  i 
gets — and  the  bigger  it  gets,  the  harder  it  is  to  grow 
Then  again,  firms  such  as  Cisco  Systems  (with  an  estimatec 
$16.6  billion  in  2000  sales)  and  Dell  Computer  ($25.3  billion 
in  fiscal  year  2000  sales)  have  managed  to  keep  the  bal 
rolling  for  surprisingly  long  periods. 

The  trick  is  to  figure  out  when  a  successful  company 
finally  runs  out  of  ramp.  To  save  you  the  trouble,  we're  mak 
ing  that  call  for  the  10  fastest-growing  tech  firms  with  fiscal 
year  revenues  of  $2  billion  or  more. 

The  revenues  of  our  Big  10  this  year  will,  on  average. 
grow  roughly  40%  (current  fiscal  year  estimate)  —  nothing 
like  the  230%  sales  growth  rates  for  the  20  smaller  compa- 
nies profiled.  But  these  companies  are  what  our  Ramp  20 
want  to  be  when  they  grow  up.  No  other  firms  of  compara 
ble  size  are  growing  as  quickly  as  companies  such  as  Dell 
(38%),  Jabil  Circuit  (71%),  and  Qwest  Communications 
(75%).  The  question  is,  how  long  can  they  keep  it  up? 

How  we  did  it: 

First  we  started  with  a  list  of  the  10  fastest-growing  tech  firms  with  fiscal 
year  revenues  of  $2  billion  or  more  (as  of  February  11).  Then  we  asked 
dozens  of  analysts  to  rate  the  companies'  ramp  prospects.  The  firms  are 
profiled  in  order  of  their  current  actual  or  estimated  sales  growth  rates.  In 
all  cases,  future  revenue  growth  rates  are  based  on  estimates  for  the  next 
fiscal  year  (as  of  February  11). 

Legend: 

J    This  rating  indicates  that  a  firm  can  roughly  maintain  its  current 
1^  growth  rate  for  the  foreseeable  future — at  least  the  next  year  or  so. 

^■1  Signifies  that  a  company's  ramp  rate  is  likely  to  tail  off  soon,  for  rea- 

'    sons  ranging  from  the  law  of  large  numbers  to  tougher  competition 

in  new  markets 

1    SUPERIOR  TELECOM  M\ 

1999  FY  revenues:  $2  billion  ' 

Current  revenue  growth:  213% 
Future  revenue  growth:  4% 
Any  other  year,  Superior  TeleCom  wouldn't  be  part  of  any 
discussion  on  ramp.  The  firm  is  the  leading  manufacturer  of 
copper  wire  used  in  telephone  lines,  a  market  that  generated 
8%  revenue  growth  for  the  company  from  1995  to  1998. 

Then,  late  in  1998,  the  firm  decided  to  acquire  Essex  Interna- 
tional, another  wire  maker  that  specializes  in  a  variety  of  different 
markets,  including  autos,  consumer  appliances,  and  buildings. 
The  acquisition  almost  tripled  Superior's  revenues,  but  sales 
growth  will  sink  to  single  digits  this  year,  since  neither  firm  can 
deliver  much  internal  growth.  In  fact,  pricing  pressures  should 
help  keep  sales  growth  down  to  around  4%  in  fiscal  2000. 
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Can  your  business  move  faster?  Can  it  go  further?  This  is  the  new 
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2    MICRON  TECHNOLOGY  M\ 

2000  FY  estimated  revenues:  $6.9  billion         ' 
Estimated  revenue  growth:  84% 
Future  revenue  growth:  42% 

Rapid  consolidation  in  the  dynamic  random  access  memory 
(DRAM)  industry  will  eliminate  all  but  five  or  six  companies 
by  2001,  and  Micron  should  be  among  the  firms  left  stand- 
ing. "Micron's  amazing  ability  to  manufacture  efficiently  sets 
them  well  apart,"  says  analyst  Sherry  Garber  of  Semico 
Research.  Micron  has  done  a  great  job  applying  that  skill  to 
the  plants  in  Japan,  Singapore,  and  Italy  it  acquired  with  its 
$800  million  purchase  of  Texas  Instruments'  semiconductor 
memory  business  in  1998. 

What's  more,  Micron  has  picked  a  great  time  to  emerge  as  a 
leading  global  supplier  of  DRAMs,  a  market  that  grew  44%  in 
1999  and  will  grow  another  40%  this  year.  Analyst  Joe  Moore 
at  Goldman  Sachs  figures  Micron's  sales  will  grow  75%  during 
its  current  fiscal  year;  the  consensus  calls  for  84%  sales  growth. 

That  said,  even  a  continued  upswing  in  the  DRAM  market 
can't  sustain  those  kinds  of  numbers  beyond  this  year.  Ana- 
lysts figure  Micron  sales  might  climb  42%  as  the  current  up 
cycle  in  the  DRAM  market  begins  to  mature. 

3    QWEST  COMMUNICATIONS  M\ 

1999  FY  revenues:  $3.9  billion  ' 

Current  revenue  growth:  75% 
Future  revenue  growth:  30% 
Qwest  was  the  first  company  to  complete  a  seamless  fiber-optic 
network  made  for  Internet  applications.  Now  the  firm  is  invest- 
ing in  a  range  of  services  that  will  use  that  infrastructure.  For 
example,  in  a  joint  venture  with  KPMG,  it  will  begin  to  rent  busi- 
ness applications  over  the  Web.  "Qwest  is  in  all  the  right  mar- 
kets," notes  U.S.  Bancorp  Piper  Jaffray  analyst  Andy  Schroepfer. 
What's  the  problem,  then?  Qwest's  agreement  to  purchase 
US  West  will  greatly  diminish  its  sales  growth  rate  —  from 
around  75%  in  1999  to  around  30%  this  year  and  28%  in 
2001.  The  deal  makes  long-term  sense  since  it  gives  Qwest 
access  to  customers  for  its  broadband  Internet  offerings  and 
strengthens  its  position  in  the  Internet  and  data  services 
market.  But  while  Qwest  may  be  a  better  company  after  the 
$45  billion  deal,  it's  also  going  to  be  a  slower-growing  one. 

4JABIL  CIRCUIT  ^ 

2000  FY  estimated  revenues:  $3.4  billion       * 
Estimated  revenue  growth:  71% 
Future  revenue  growth:  32% 
Original  equipment  manufacturers  (OEMs)  currently  out- 
source  some  15%  of  their  manufacturing  needs.  That  number 
should  grow  to  75%  in  the  coming  years.  Jabil  continues  to 
grab  a  larger  share  of  that  business  for  its  circuit  boards  and 
other  products.  CEO  Bill  Morean  focuses  on  the  biggest  cus- 
tomers (IBM,  Hewlett-Packard,  Sharp,  Nokia,  Ericsson)  in  the 
wing  segments  (41%  of  sales  come  from  telecom,  a 
nent  that  will  grow  to  46%  this  year).  Blue-chip  cus- 
rs  such  are  experiencing  huge  growth — and 

t  a  5tJ  :sence  in  China  now,  where  the  set-top 

1  ilready  faced  them,"  says  analyst 

k  and  Richardson,  noting 


that  Jabil  has  diversified  its  revenue  base  during  the  past  year 
from  20  to  30  major  customers.  Going  into  last  year,  Jabil 
also  needed  to  continue  to  expand  its  service  offerings;  it 
did  that  through  its  1999  acquisition  of  EFT  Services  (now 
named  Jabil  World  Services).  The  new  division  will  service 
the  products  Jabil  builds  for  its  OEM  customers,  offering 
further  growth  opportunities. 

Still,  the  law  of  large  numbers  is  catching  up  with  Jabil, 
which  likely  won't  see  70%  revenue  growth  again.  CIBC 
World  Markets  analyst  Michael  Zimm  is  looking  for  55% 
sales  growth  this  year,  but  the  consensus  estimate  by  IBES 
analysts  calls  for  much  lower  growth  of  32%. 

5  EMC  m\ 

1999  FY  revenues:  $6.7  billion  ' 

Current  revenue  growth:  69% 
Future  revenue  growth:  31% 

EMC  always  seems  to  find  its  way  into  the  right  business  at 
the  right  time.  When  its  semiconductor  business  stumbled  in 
the  early  '90s,  EMC  hit  it  big  in  mainframe  storage  and  then 
in  client/server  storage.  Now  the  firm  dominates  the  high  end 
of  the  enterprise  storage  industry,  and  it's  moving  into  creat- 
ing storage  software.  Better  yet,  the  firm  was  quick  to  move 
into  the  dot-com  storage  market  last  year,  dodging  the  Y2K 
slowdown.  And  EMC's  recent  $1.2  billion  acquisition  of  Data 
General  gives  the  firm  entry  into  the  midrange  segment  of  the 
storage  business  through  Data  General's  line  of  Clariion  systems. 
Some  analysts  fret  that  Data  General  has  been  a  slower- 
growth  company  than  EMC  and  has  knocked  some  points  off 
EMC's  future  growth  rate.  Gary  Helmig  of  Wit  SoundView 
Technology  Group  also  notes  that  IBM,  HP,  Sun,  and  Compaq 
are  emerging  as  competitors.  Thus,  the  firm's  annual  sales 
growth  rate  could  fall  from  around  70%  to  roughly  30%. 

6COMPUWARE  C 

2000  FY  estimated  revenues:  $2.4  billion     ^1 
Estimated  revenue  growth:  45% 
Future  revenue  growth:  33% 
Compuware  made  its  name  providing  software  testing  and 
implementation  tools.  "They've  done  a  good  job  in  a  business 
that  isn't  sexy.  It's  about  as  close  to  blocking  and  tackling  as 
you  get  in  this  business,"  says  A.G.  Edwards  analyst  John 
Puricelli.  "But  it  has  to  be  done,  so  you  can  make  a  lot  of 
money  selling  this  stuff." 

Trouble  is,  Compuware  may  have  trouble  increasing  its 
estimated  10%  to  20%  share  of  a  roughly  $1  billion  market. 
"Once  you  start  using  these  tools,  you  don't  want  to  switch," 
says  Puricelli,  a  former  software  engineer.  "They're  not  going 
to  steal  away  a  lot  of  their  competitors'  market  share." 

The  solution?  Look  for  new  markets — which  is  just  what 
Compuware  has  done.  Services  revenues  will  rise  an  esti- 
mated 62%  this  year,  compared  to  36%  and  30%  gains  for 
software  licensing  and  maintenance,  respectively. 

"Compuware's  business  model  is  a  good  prototype  for  the 
early  2000s,"  says  FAC/Equities  First  Albany  analyst  Damian 
Rinaldi,  who  looks  for  32%  revenue  growth  through  next 
year.  "Their  peers — firms  like  BMC  Software  and  Computer 
Associates — are  trying  to  build  service  capacity,  but  Compu- 
ware has  tons  of  experience  managing  that  process." 
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PRIVATE  INVESTING 

PRODUCES  SUPERIOR 

LONG-TERM 

SOME  OF  THE  MOST  NOTABLE 

PERFORMANCE. 

Wealthy  investors  enjoy  a  unique 
position,    in  that  they  need  not 

RETURNS  IN  INVESTMENT 

focus  all  their  efforts  on    Wall 
Street  alone.    These   individuals 
can  and  should  consider  private 
investments  as  part  of  their  total 

HISTORY  ARE  NOT  LISTED 

investment    program.    Many 
substantial  investors  fail  to  take 
advantage  of  their  asset  mass  and 

IN  ANY  STOCK  TABLES. 

leverage  to  participate  in  venture 
capital  and  buyout  opportunities. 

Our  93  years  of  experience 

have  taught  us  that  a  substantial 
commitment  to  these  investments 
is  one  of  the  key  contributors 
to  superior  results  over  the  long- 

Bessemer  Client  Private  Investments  ».  Public  Market  Indices 
(Annualized  Returns  10/1/87  -  12/31/98) 

A  37.4^' 

term,    helping    to   ensure   that 

**         1 

a  family's  wealth  spans  genera- 

A    lo.cT'l 

tions.  Bessemer  clients  are  offered 

A    9.5""     A 

unique  access  to  a  variety  of  pri- 
vate investment  alternatives. 

^573-1               |6.2%1             J 

T-Bil!s                 Uhman                 EAFE               S&P  500       Bessemer  Cln.m 
Cm  l/Corp                Index                      Iruk-x                     Private 
1  tides                                                                   !n\  tsiments 

'The  average  net  annualized  returns  achieved  hy  private  investments  in  which  Bessemer  Trust 
Company  clients  have  invested  Past  performance  is  not  indicative  of  future  results 

L^bJF 

Bessemer  Trust 

ENHANCING   PRIVATE  WEALTH   FOR   GENERATIONS 

H 

A  Gl  ll)l 
TO  IWKST1NC  POK 

111)    \U.\I  III, 

New  York  (212)  708-9315  •  Washington,  DC  (202)  659-3330  •  Chicago  (312)  220-9898 

Palm  Beach  (561)  655-4030  •  Miami  (305)  372-5005  •  Naples  (941)  435-0034 
Atlanta  (404)  965-9300  •  Los  Angeles  (213)  892-0900  •  San  Francisco  (415)  291-1810 

If  you  have  $5  million  or  more 
to  invest  and  would  like  to  receive 

630  Fifth  Avenue,  New  York.  New  York  10111 

our       booklet.        "A       Guide 

www.bessemer.com  •  wealth@bessenier.com 

to   Investing  for  the    Wealthy. 

please  write  or  call. 
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7     DELL  COMPUTER 
2000  FY  revenues:  $25.3  billion 
Current  revenue  growth:  38% 
Future  revenue  growth:  30% 

Dell's  phenomenal  growth  (sales  rose  45%  annually  during 
the  five  years  through  1999)  owes  much  to  its  direct-sales 
model.  Better  yet,  the  fragmented  PC  market  offers  greater 
opportunities  for  consolidation  than,  say,  the  markets  for 
semiconductors  or  operating  systems.  And  Dell's  market 
share  (16%  in  the  United  States  and  10%  overseas)  leaves 
plenty  of  room  to  grow. 

Meanwhile,  the  firm  is  aggressively  expanding  in  four  mar- 
kets: consumer/small  business,  international,  support  services, 
and  enterprise  systems.  Each  of  these  four  sectors  offers  Dell 
the  potential  for  $10  billion  in  sales  growth  over  the  next  sev- 
eral years.  "Dell  can  come  under  the  umbrella  of  industry 
pricing  in  each  of  its  markets  and  still  make  a  tidy  profit," 
says  Art  Russell,  technology  analyst  for  Edward  Jones. 

"Dell's  revenue'growth  will  slow  gradually  simply  because 
of  the  law  of  large  numbers,"  adds  Banc  of  America  Securities 
analyst  Kurt  King.  "But  the  decline  won't  be  rapid.  They're 
too  consistent  and  execute  too  well  for  that  to  happen." 

8   LSI  LOGIC  ^ 

1999  FY  revenues:  $2.1  billion  ™ 

Current  revenue  growth:  38% 
Future  revenue  growth:  28% 
Five  or  so  years  ago,  LSI  supplied  chips  to  the  high-end 
computing  and  telecom  switch  markets.  These  days  the  firm 
provides  solutions  for  Internet  infrastructure,  including  the 
server  storage,  networking,  and  peripherals  markets;  it's  also 
attacking  the  wireless  market.  "Management  focus  is  the  key 
thing  for  LSI,"  says  Gruntal  analyst  Mona  Eraiba.  "They've 
always  anticipated  the  direction  of  the  market." 

Relationships  with  networking  companies  such  as  Cisco, 
3Com,  and  Nortel  and  telecommunications  giants  such  as 
Nokia  and  Ericsson  (not  to  mention  hardware  makers  like  Sun 
Microsystems  and  Hewlett-Packard)  will  support  further 
growth  .is  communications  continues  to  burgeon.  And  those 
blue-chip  chips  customers  aren't  going  anywhere.  "When  a 
customer  buys  an  app-specific  chip  from  LSI,  they're  pretty 
much  locked  in,"  s.ns  Eraiba. 

CEO  Will  Corrigan  had  the  foresight  to  invest  in  a  new  fob 
in  Oregon  a  couple  of  years  back,  while  other  semiconductor 
companies  s.u  on  their  hands.  The  plant  could  generate 
excess  cash  How  of  $3  billion  through  2002.  Wit  SoundView 
Technology  (.roup  analyst  Sudeep  Balain  expects  a  25%  to 
30%  ramp  rate  tor  at  least  another  two  or  three  years. 

9    CISCO  SYSTEMS  C 

2000  FY  estimated  revenues:  $16.6  billion  ^1 
Estimated  revenue  growth:  36% 
Future  revenue  growth:  34% 
c  is,  o  Systc  ns  doesn't  always  provide  the  best  technology,  but 
ly  lets  .i  customer  down.  "Their  customers  like  them  so 
\'ll  wait  to  bin    from  Cisco  even  if  a  competitor 
■  product  first,"  sa\  s  one  analyst. 

technology  gaps  and 
hugi    has     of   rou i  i    customers  to   improve 


market  share  in  LAN  switches  and  other  products.  Cisco  also 
is  working  to  build  a  position  in  optical  networking  technol 
ogy,  which  will  power  all-light  networks. 

Meanwhile,  the  company  must  garner  sales  from  tele 
phone  service  providers  such  as  AT&T  and  SBC  Communica- 
tions— and  that  means  competing  with  the  likes  of  LucentB 
and  Nortel.  "Those  guys  are  much  tougher  than  Cisco's  otherB 
competitors,  like  3Com  and  Cabletron,"  says  the  analyst.! 
Even  so,  most  observers  expect  Cisco's  battle-hardened  sales  | 
force  to  rise  to  the  challenge. 
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ym    ^^    TELLABS 
^1  M       ^  1999  FY  revenues:  $2.3  billion 
I  ■  ■  Current  revenue  growth:  36% 

I  ^kMautr  Future  revenue  growth:  28% 
Wall  Street  took  it  hard  when  Tellabs'  proposed  merger  with 
Ciena  collapsed  back  in  '98.  But  1999  proved  that  Tellabs 
could  deliver  the  goods  on  its  own.  The  deregulation  of  the 
telecom  industry  has  created  a  slew  of  new  carriers,  which 
now  compete  with  new  and  better  networks.  Capital  spend 
ing  on  networks  will  continue  to  grow  in  2000 — and,  says 
Patrick  Houghton  of  Sutro  &  Co.,  "Tellabs  is  at  the  core  o 
the  data  network." 

Example:  Tellabs  owns  70%  of  the  $2  billion  market  for 
3/1  cross-connects — a  technology  that  manages  the  core  cir- 
cuits of  major  data  pipes.  Analysts  say  this  market  could  easily 
double  in  three  years.  "The  next  generation  of  cross-connects 
is  going  to  be  huge,  huge,  huge,"  says  Houghton.  "And  Tellabs 
could  easily  control  that  market." 

Meanwhile,  the  firm  is  looking  for  acquisitions  tr> 
strengthen  its  position  in  data  networking.  "Things  get  a 
little  cloudier  beyond  2000,"  says  Standard  &  Poor's  Mark 
Cavallone.  "They  need  to  do  a  big  acquisition  to  stay  ahead — 
ideally  in  optical  networking."  As  is,  Tellabs  should  deliver 
roughly  30%  sales  growth  this  year. 

The  Bottom  5 

These  companies  could  fall  off  the  ramp 

If  you  are  going  to  be  on  the  bottom  of  any  list,  make  it  a 
ramp  list.  Sure,  these  companies  were  our  lowest  five  vote 
getters  m  our  survey  of  the  100  fastest-growing  companies  in 
America.  And  yes,  Wall  Street  has  some  concerns  about  their 
continued  growth.  But  don't  forget:  Despite  their  problems, 
they  are  still  ramping. 

IEsrthWeb  One  of  the  Internet's  highfliers 
in  1998,  EarthWeb  hosts  Web  sites  for  IT  professionals 
and  vendors.  At  its  IPO,  the  stock  shot  up  nearly  350%. 
It's  currently  down  by  less  than  half  but  still  is  consid- 
ered a  good  buy  by  most  analysts.  Its  only  weakness  seems  to 
be  concern  about  its  revenue  growth  rate.  Even  though  the 
company  posted  a  whopping  701%  increase  in  revenues  in 
the  last  quarter  of  1999,  net  losses  kept  pace,  thanks  to  some 
major  acquisitions.  Because  EarthWeb's  sites  are  half  content, 
half  recruiting,  Wall  Street  also  has  raised  concerns  that  the 
company  has  no  clear  course. 
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The  real  mason 
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keeps  clicking.. 


APC's  power  availability  solutions  are  the 
foundation  for  e-business  in  the  digital  e-conomy. 

Bandwidth,  download  times,  server  redundancy,  ERP,  load  sharing, 
encryption...  E-businesses  have  a  lot  to  worry  about  these  days. 
Reliable  power  should  not  be  one  of  them. 

Compounded  by  the  fact  that  customers  today  are  more  likely  than  ever 
to  bail  out  at  the  first  sign  of  trouble,  a  few  seconds  of  downtime  is  the 
equivalent  to  closing  shop  for  the  day  for  a  brick  and  mortar  store. 

APC  is  a  world  leader  in  power  availability.  APC's  services  and  tech- 
nologies can  be  tailored  to  meet  your  availability  needs,  ensuring  that 
your  e-business  is  "open  for  business". 

APC's  power  availability  solutions  are  the  foundation  for  leading  e 
businesses  in  today's  digital  economy.  Let  APC's  Legendary  Reliability" 
keep  you  ahead  in  the  new  e-conomy. 


iBasis 


£* 


Goto  www.createacustomer.com 

and  see  how  our  customers  use 

APC  to  increase  the  power 

availability  of  their  applications. 


The  award-winning 
Symmetra*  Power  Array", 
just  one  of  APC's  enterprise-wide 
power  availability  solutions. 


APC  was  chosen  by  PC  Magazine 
as  one  of  the  "Top  100  Technology 
Companies  That  Are  Changing 
The  World"  (10/99). 


Legendary  Reliability" 


Enter  to  WIN  A  FREE  Symmetra  Power  Array.  Register  now.  ah  entrants  wi  receive  a  free  Power  Availability  a. 

I  To  order:  Visit  http://promo.apcc.com  Key  Code  r975z    •   Call  888-289-APCC  x7971     •   Fax  401-788-2797 

62000  American  Power  Conversion  All  Trademarks  are  :ne  property  of  their  owners.  APC4l9EF-USb  •  PowerFax:  1800)  347-FAXX  •   E-mail  apcmfoeaocc.com   •   132  Fairgrounds  Road.  West  Kingston,  Rl  02892  USA 


RAMP  CHAMPS 

I  EpiCOr    Mergers  aren't  always  easy — or  fun. 

^In  iate  1998,  Epicor,  an  enterprise  software  company, 
acquired  a  major  competitor,  San  Diego-based  Data- 
i  Works,  and  it  has  struggled  ever  since.  It's  a  classic  case 
of  management  and  products  not  meshing.  If  that  wasn't 
tough  enough,  the  company,  which  used  to  be  called  Plati- 
num Software,  had  to  change  its  name  after  a  legal  fight  with 
Platinum  Technologies  last  year.  This  and  more  resulted  in  a 
fourth  quarter  '99  loss  of  $41.6  million.  The  company  also 
announced  an  11%  layoff  worldwide.  Still,  analysts  say  Epi- 
cor has  a  lot  going  for  it,  namely  a  large  installed  base  that 
could  generate  plenty  of  revenues  in  upgrades.  The  company 
is  also  putting  together  an  e-business  program.  Yes,  it's  a  lit- 
tle late,  but  caution  could  be  a  smart  strategy  since  its  cus- 
tomers are  midsize  businesses  that  aren't  exactly  risk  takers. 
Bottom  line:  The  next  six  months  are  critical. 

3PJX3T  How  in  the  world  could  an  animation 
company  responsible  for  the  commercially  and  critically 
successful  Toy  Story  series  and  A  Bug's  Life  be  on  the 
bottom  of  anything?  Because  Wall  Street  values  Pixar  as 
an  entertainment  company,  which  means  its  revenues  wax 
and  wane  depending  on  whether  or  not  it  produces  the  next 
box-office  sensation  (and  the  next  theatrical  release,  Monsters 
Inc.,  is  not  due  until  the  2001  holiday  season).  Plus,  the  way 
film  accounting  works,  there  is  a  big  lag  before  the  company 
shows  a  profit  on  a  particular  product. 

4  World  Access  How  does  The  Street  react 
when  a  telecommunications  equipment  company  turns 
into  an  international  long-distance  carrier?  It  mostly 
doesn't,  partly  because  the  long-distance  market  is 
much  more  competitive  and  difficult  than  the  equipment 
industry.  So  why  make  the  move  in  the  first  place?  Two  years 
ago,  World  Access  seemed  poised  to  become  a  major  player 
in  the  telecom  equipment  area.  Then  it  missed  a  quarter.  That 
set  in  motion  a  series  of  changes  that  led  to  a  new  CEO,  John 
Phillips,  who  has  focused  on  the  services  side  and  is  quickly 
selling  off  all  the  equipment  assets.  He  is  delivering  on  what 
was  promised  —  a  pure  service  play.  If  World  Access  stays 
its  course,  revenues  and  earnings  could  likely  grow  30%, 
but  the  long-term  prospects  are  anyone's  guess. 

5Voyager.net    If  Voyager.net  has  its  way,  it 
will  be  the  premier  provider  of  high-speed  DSL  service 
to  the  Midwest.  But  one  thing  stands  in  the  way:  capi- 
tal—  something  that's  not  m  great  supply  at  this  Michi- 
gan-based isp.  And  the  I  si*  space  is  not  exactly  bewitching 
Wall  Street  lately.  Still,  by  concentrating  its  efforts  on  a  single 
geographical  area,  Vbyager.net  may  just  sneak  in  under  the 
radar  and  score  with  a  market  leader  advantage.  (Remember, 
in  some  of  these  areas  an  Internet  link  to  AOL  means  a 
distance  call.)  Even  better.  Voyager.net  now  has  nearly 
400,000  customers,  and  revenues  are  expected  to  grow  87% 
with  projected  revenues  of  nearly  $90  mil- 
than   I".,  of  the  ISP  market.  The 
mpetitive  threat  from  an  AOL- 
Reported  by  John  Bishop, 
)k  and  Taylor  Smith 
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Year-over- Ywr 

Industry 

Company  Name 

Sain  Growth  l%| 

Internet 

ORK0OP.COM 

21,709.3 

Internet 

BAMB00.COM 

4,462.5 

Internet 

TELIGENT 

3,374.0 

Internet 

ASK  JEEVES 

2,633.4 

Network 

JUNIPER  NETWORKS 

2.330.0 

Biotechnology 

MACROCHEM 

2,083.8 
1,898.1 

Internet 

RHYTHMS  NETCONNECTIONS 

Internet 

INTERNET.COM 

1,648.7 

Internet 

CRITICAL  PATH 

1,5600 

Biotechnology 

KERAVISION 

1,432.9 

Internet 

MYP0INTS.COM 

1,089.7 

Software 

COVAD  COMMUNICATIONS  GROUP 

1,007.4 

1,006.4 

Software 

IMAGEX.COM 

Software 

NETCENTIVES 

892.3 

Internet 

HIGH  SPEED  ACCESS 

879.2 

Internet 

COMMERCE  ONE 

832.5 

Software 

NETZERO 

796.2 

Biotechnology 

PHARMACYCLICS 

777.5 
776.2 

Network 

INTERSPEED 

Computer  Services 

EARTHWEB 

762.6 
6896 

Software 

USINTERNETWORKING 

Telecom  Equipment 

FOUNDRY  NETWORKS 

637.6 

Biotechnology 

IMCLONE  SYSTEMS 

631.5 

Software 

PIXAR 

623.8 

Software 

RAZORFISH 

588.3 

Special  Computers 

NETWORK  CONNECTION 

581.6 

Internet 

MAILCOM 

555  6 

Internet 

AB0UT.COM 

545.4 

Software 

SCIENT 

529.2 

Internet 

FREESH0P.COM 

524.8 
489  6 

Telecom  Equipment 

REDBACK  NETWORKS 

Electronic  Instruments 

CELLNET  DATA  SYSTEMS 

4889 

Software 

KANA  COMMUNICATIONS 

464.2 

Internet 

VERTICALNET 

453.8 

Software 

ACCRUE  SOFTWARE 

4522 

Biotechnology 

BIOMARIN  PHARMACEUTICAL 

4460 

Internet 

TALK  CITY 

417.5 

Biotechnology 

GILEAD  SCIENCES 

405  6 

Software 

EPIPHANY 

398  1 

Telecom  Equipment 

WORLD  ACCESS 

395.4 
393.4 

Internet 

H0TJ0BS.COM 

Internet 

W0RLDGATE  COMMUNICATIONS 

391.1 

Telecom  Equipment 

COPPER  MOUNTAIN  NETWORKS 

380  6 

Computer  Services 

FUTUREUNK  DISTRIBUTION 
VIGNETTE 

375.3 

Software 

350.1 

Other  Communications  Equipment 

EFFICIENT  NETWORKS 

349.2 

Software 

VOYAGER.NET 

344.5 

Internet 

AUDIBLE 

328.1 

Telecom  Equipment 

ACTV 

312.6 
310.7 

Internet 

ADVANCED  RADIO  TELECOM 

Internet 

ADFORCE 

309.7- 

Internet 

24/7  MEDIA 

302.8 

294.3 

Electronic  Test/Measuring  Equipment 

JDS  UNIPHASE 

Internet 

FLYCAST  COMMUNICATIONS 

291.5 

Telecom  Equipment 

SUPERIOR  TELECOM 

289.1 

Internet 

X00MC0M 

277.5 

Software 

DALEEN  TECHNOLOGIES 

275.6 

Network 

EXODUS  COMMUNICATIONS 

274.5 

Biotechnology 

CONNETICS 

268.0 

Software 

VITRIA  TECHNOLOGY 

264.0 
261.7 
256.0 

Internet 

INF0SPACE.COM 
INTERWOVEN 

Software 

Internet 

COBALT  GROUP 

251.8 

Biotechnology 

AKSYS 

245.0 

Internet 

LAUNCH  MEDIA 

239.0 

Internet 

MEDSCAPE 

235.6 

Software 

SANCHEZ  COMPUTER  ASSOCIATES 

235.2 

Internet 

STARMEDIA  NETWORK 
VIROPHARMA 

234.0 
233.3 

Biotechnology 

Network 

ANCOR  COMMUNICATIONS 

2266 

Internet 

H0MESTORE.COM 

219.0 

Internet 

CYBERSOURCE 

213.2 

212.3 

Electronic  Instruments 

RMI.NET 

Software 

VERITAS  SOFTWARE 

212.0 

Internet 

MARKETWATCH  COM 

210.8 
210.2 

Internet 

IXL  ENTERPRISES 

Special  Computers 

THREEOO  COMPANY 

2040 

Software 

CLARENT 

203.2 

Software 

PORTAL  SOFTWARE 

203.0 

Software 

NETSPEAK 

201.7 

Internet 

MEDIA  METRIX 

1986 

Software 

PHONECOM 

197.6 

Software 

NET  PERCEPTIONS 

197.1 

Software 

VIANT 

192.4 
189.7 

Software 

TUMBLEWEED  COMMUNICATIONS 

Other  Communications  Equipment 

POWERWAVE  TECHNOLOGIES 

183.7 

Biotechnology 

ALBANY  MOLECULAR  RESEARCH 

182.5 

Internet 

YAHOO 

1809 

Computer  Peripherals 

LORONIX  INFORMATION  SYSTEMS 

178.0 

Semiconductor  Manufacturing 

MICRON  TECHNOLOGY 

177.9 

Software 

KEYNOTE  SYSTEMS 

176  5 

171.4 
167.9 

Software 

SILVERSTREAM  SOFTWARE 
MULTEXCOM 

Internet 

Internet 

(VILLAGE 

167.8 

Internet 

GARDEN.COM 

1675 

Software 

PRIMUS  KNOWLEDGE  SOLUTIONS 

165.5 

Software 

EPICOR  SOFTWARE 

164.7 
163.1 

Internet 

INTERNET  PICTURES 

Internet 

YESMAIL.COM 

160.7 
158  8 

Software 

VISTAINFO 

Source  for  revenue  figures  IBES  International  of  New  York,  A/  Y 


^i^5  made  real. 


The  next  Internet  is  under  construction. 
Pardon  our  dust. 


/e  to  handle  twenty 
times  more  traffic.  So  Agilent  is  already 
providing  technologies  that  will  help  it 
do  exactly  that.  Creating  a  high-speed, 
high-capacity  Internet  that  was,  until 
today,  just  a  pipe  dream. 


•  •  • 


..•"•••      Agilent  Technologies 

Innovating  the  HP  Way 


•  •  • 


Agilent  Technologies  is  a  subsidiary  of  Hewlett-Packard  Company,  www.agilent.com 


She's  delighted  to 
be  offering  both 
phone  and  online 
customer  service. 


(Doesn't  realize  she's  actually 
driving1  her  customers  nuts.) 


If  your  voice  and  online  customer  service  systems  are  unable  to  share  information,  it's  like 
:-  hand    lot  knowing  what  the  right  hand  is  doing.  Which  is  enough  to  drive  your 

ction  management  solutions  let  you 
;  voice  l  iti  snline  systems.  So  you  can  provide  your  customers  with 
time.  Visi'.  www  genesyslab.com  or  call  1-888-GENESYS. 


GENES 


Better  Interacti 
Better  Busine 


... 
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The  Ramp 
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BY  ERIC  W.  PFEIFFER 


THE  MARKETING  MEETING 
erupts  in  laughter:  Ten  days 
ago,  a  15-cent  postcard 
was  sent  out  advertising  a 
new  service,  and  already  it 
has  produced  one  new  cus- 
tomer and  at  least  $120,000. 

It's  a  marketing  miracle,  one  that's 
most  likely  to  happen  at  a  fast-ramp- 
ing company  such  as  Critical  Path, 
Forbes  ASAP's  winner  as  the  best  Tam- 
per (see  page  85).  That  $120,000  will 
go  toward  an  expected  revenue  gain 
this  year  of  an  unbelievable  624%. 
That's  added  to  a  revenue  curve  that  is 
already  shaped  like  a  hockey  stick: 
Critical  Path's  1999  revenues  reached 
$16.2  million,  up  a  staggering  1,701%  from  the  year  before. 
Such  incredible  growth  is  one  reason  this  email  outsourcing 
company  was  picked  as  Forbes  ASAP's  overall  winner.  But  it  is 
not  the  sole  reason.  The  others  are  manifest  in  that  marketing 
meeting,  where  everyone  is  still  marveling  at  the  15-cent  post- 
card. The  meeting  is  just  one  of  hundreds  of  such  gatherings 
throughout  the  year  in  which  Sharon  Wienbar,  vice  president 
of  marketing,  brings  together  her  top  lieutenants  to  discuss 
pressing  issues.  These  six  people  offer  a  clue  to  Critical  Path's 
extraordinary  ability  to  manage  the  ramp. 

Four  people  are  in  the  conference  room;  two  more  are 
on  the  phone.  Everyone  is  taking  turns  telling  Wienbar  the 
points  they'd  like  to  cover.  She  writes  everything  down  on  a 
sheet  of  paper—  already  full  of  too  many  notes.  The  meeting 
is  friendly  but  also  quick  and  to  the  point. 

The  first  agenda  item:  a  get-together  Wienbar  is  organizing 
for  out-of-town  employees  who  are  the  latest  additions  to  the 
workforce,  thanks  to  another  acquisition.  "We  need  to  get 
them  attached  to  the  company,"  says  Wienbar. 

Like  everyone  else  in  the  meeting,  Wienbar  came  to  Criti- 
cal Path  via  a  merger.  They  all  know  what  it's  like  to  wake  up 
and  find  yourself  in  a  new  company  and  a  new  culture.  They 


In  2  years,  Critical  Path  has  gone  from  3  founders  to  793  employees. 
Pictured  left  to  right:  head  honchos  Weitzman,  Thatcher,  Hickey,  and  Wienbar. 


also  know  that  the  quicker  a  new  employee  gets  acclimated, 
the  quicker  he  or  she  can  contribute. 

In  the  past  two  years,  Critical  Path  has  acquired  eight 
companies,  and  its  employee  count  has  gone  from  its  original 
3  founders  to  793.  The  firm's  ability  to  select  and  acquire 
only  those  companies  that  fit  into  its  overall  strategic  plan, 
as  well  as  its  skill  in  assimilating  their  staffs,  are  key  reasons 
analysts  gave  Critical  Path  a  perfect  score  for  its  ability  to 
manage  the  ramp. 

This  talent,  however,  hasn't  always  been  present.  Says  CEO 
Doug  Hickey,  "We  probably  got  a  C  on  mergers  early  on,  but 
since  then  we've  gotten  infinitely  better."  How?  The  company's 
integration  team  visited  and  learned  from  the  acknowledged 
master,  Cisco  Systems,  which  acquired  18  companies  in  1999 
and  2  so  far  this  year.  From  Cisco,  the  integration  team  learned 
how  to  manage  expectations  on  both  sides  of  the  merger,  as 
well  as  how  to  coach  the  acquired  company  on  the  importance 
of  preventing  damaging  rumors  and  of  keeping  the  energy  level 
high  before  the  day  of  the  actual  close.  The  team  even  learned 
such  M&A  nuts  and  bolts  as  making  sure  all  the  new  employees 
have  handbooks,  stationery,  phone  lists,  and  access  to  the 
intranet  on  the  day  the  companies  merge. 
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BIG   IR.lN   DUMP 

The  marketing  meeting  covers  a  couple  of  minor  points 
(training  for  an  upcoming  press  tour  and  a  new  cus- 
tomer's insatiable  wants)  before  settling  on  one  of  the 
most  important  topics  of  the  day. 

Cimarron  Buser,  who's  in  charge  of  new  market 
initiatives,  is  on  the  phone  talking  about  a  summit 
on  "unified  messaging"  he  is  organizing.  Critical  Path 
sells  email  and  other  messaging  services  to  ISPs  and  to 
customers  such  as  America  Online  and  E-Trade,  which 
then  turn  around  and  offer  those  services  to  their  cus- 
tomers or  employees.  For  an  Internet  messaging  com- 
pany, particularly  one  like  Critical  Path  that  wants  to  be 
the  global,  dominant  player,  the  Holy  Grail  is  unified 
messaging — the  delivery  of  any  kind  of  message  (fax, 
voice,  email),  at  any  time,  to  any  place,  on  any  device. 

At  Buser's  summit,  key  people  at  Critical  Path  will 
discuss  the  company's  strategy  for  reaching  this  goal.  Or, 
as  Wienbar  says,  everyone  will  do  "a  big  brain  dump." 

Devising  this  strategy  is  imperative  because  unified 
messaging  is  still  years  away  from  being  fully  realized. 
"It's  expensive  to  do  well,  and  there  isn't  huge  pent-up 
demand,"  says  Seamus  McAteer,  an  analyst  at  Jupiter 
Communications.  So  while  Buser's  summit  will  help 
Critical  Path  identify  its  long-term  strategy — in  particu- 
lar, what  companies  it  needs  to  acquire  and  what  tech- 
nologies it  needs  to  license  or  build  in-house — it  will 
also  help  the  company  figure  out  how  to  increase  rev- 
enues by  selling  its  current  fax  and  email  services. 

For  now,  Critical  Path  will  have  to  turn  away  cus- 
tomers looking  for  a  complete  package  or  parts  of  the 
unified  messaging  puzzle  the  company  does  not  yet 

"This  has  been  an  incredible  ride," 
says  Hickey.  "It's  been  a  miracle." 


possess.  Refusing  business  is  never  easy,  but  it  is  some- 
thing Wienbar  is  getting  more  comfortable  doing.  Recently, 
a  large  Critical  Path  customer  wanted  the  company  to 
build  a  client-side  application.  It  would  have  brought 
m  substantial  revenues  but  also  would  have  diverted 
valuable  resources  from  the  company's  core,  Web-based 
business.  "We  just  walked  away,"  admits  Wienbar. 

Wienbar  is  slowing  down  the  ramp  in  the  short  term 
to  maximize  long-term  profitability.  "Critical  Path's 
challenge,"  she  savs,  "is  to  avoid  dying  from  indiges- 
tion, not  starvation."  It  is  this  ability  to  keep  a  clear 
head  during  the  insanity  of  the  ramp  that  separates  C  rit- 
ical  Path  and  the  other  winners  on  Forbes  ASAP's  list 
from  the  companies  that  are  growing  so  fast  that  they 
spin  out  ot  control  and  crash. 

RAMP  ROOTS 

lity,  there's  plenty  of  talk  of  just  how 

ing.  "There  are  huge  bottlenecks 

says,  which  starts  a  discussion 


of  just  how  behind  the  engineering  department  is 
in  developing  new  products  and  features,  and  what 
marketing  can  do  about  it. 

Throughout  the  discussion  there  is  a  sense  of  urgency 
but  not  panic.  Everyone  in  the  meeting  has  had  extensive 
experience  in  high-growth  environments.  From  1991  to 
1996,  Wienbar  worked  in  Adobe's  Japanese  operation, 
where  she  watched  revenues  go  from  $3  million  to  $150 
million.  As  president  of  Internet  services  at  MFS,  an  Inter- 
net service  provider,  CEO  Hickey  watched  revenues  grow 
from  $30  million  to  $800  million  in  six  years. 

The  management  team's  deep  ramp  roots  were 
another  key  reason  analysts  voted  it  the  winner  among 
Forbes  ASAP's  top  20  best-ramping  tech  companies.  A 
less  experienced  management  team  might  let  the  thrill  of 
the  ramp  cloud  its  decisions.  But  not  Hickey's  team. 
"We've  been  there  and  done  that.  We  don't  tend  to 
bask  in  the  glory,"  says  President  David  Thatcher,  who 
worked  at  a  maker  of  printer  cartridges  that  saw  its 
market  take  off  from  zero  to  $65  million  in  two  years. 

Yet,  despite  their  backgrounds  with  other  highfliers, 
Thatcher,  Hickey,  and  Wienbar  admit  that  nothing 
compares  to  what  is  happening  at  Critical  Path  now. 
Although  the  percentage  revenue  increases  are  compara- 
ble to  the  ramps  they  experienced  earlier,  they  have 
never  dealt  with  such  a  huge  and  completely  new 
growth  market.  Nor  have  any  of  them  ever  created  a 
brand-new  market  before.  It  is  this  exploding  new- 
ness— the  ability  to  devise  and  shape  a  market — that 
brings  them  the  greatest  joy. 

"This  has  been  an  incredible  ride,"  says  Hickey.  "We 
had  a  crazy  idea  that  people  laughed  at — and  then  to 
have  it  capitalized  by  the  leading  venture  firms  with  a 
huge  institutional  following  and  a  profitable  model... I 
told  the  sales  group  that  we  are  all  part  of  a  miracle." 

It  is,  indeed,  a  miraculous  time  to  be  working  at  Criti- 
cal Path,  just  as  it  is  an  exhausting  one.  Thatcher  pulled 
six  all-nighters  in  the  past  six  months  and  logged  30,000 
frequent-flier  miles  in  the  first  15  days  of  the  year.  All  of 
the  employees  must  be  available  night  and  day  to  help  the 
body  corporate  get  through  its  growing  pains. 

At  the  marketing  meeting,  which  is  at  last  winding 
down,  there  is  much  talk  about  how  to  alleviate  some  of 
these  pains.  There  is  a  discussion  about  hiring  a  cost 
accountant  to  help  the  department  figure  out  its  cost  of 
goods  (an  important  factor  since  Critical  Path  has  told 
Wall  Street  it  will  be  profitable  by  the  fourth  quarter  of 
this  year).  There  is  also  talk  of  someone  coming  up  with 
a  simple  organizational  chart  so  everyone  will  know 
who  is  in  charge  of  what. 

Wienbar  and  her  lieutenants  know  that  even  on  good 
ramp  days,  there  is  always  some  detail  to  stumble  over, 
some  competitor  waiting  in  the  shadows,  some  execu- 
tion faux  pas  waiting  to  happen  (as  it  did  last  May 
when  a  technical  failure  prevented  customers  from 
using  the  email  service  for  less  than  a  day — the  conse- 
quence: The  company's  stock  price  fell  7%).  Sometimes, 
says  Project  Manager  Rebecca  Weitzman,  "We  take  on 
too  much.  Our  motivation  gets  us  into  trouble."  ■ 
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Ydur  business  is 
nd  longer  built  on 
bricks  and  mortar. 

It  should  run  on 
omething  entirely  new, 


Chances  are,  your  applications  are  more 
advanced  than  the  technology  they  run  on. 

This,  of  course,  will  not  become  apparent 
until,  say,  your  volume  of  orders  swells  beyond 
capacity,  turning  what  should  be  a  peak  business 
experience  into  a  heap  of  trouble. 

But  TurboLinux  products,  built  on  open  source 
Linux  technology,  are  your  assurance  commerce 
will  flow  uninterrupted. 

At  the  same  time,  our  unique  TurboCluster 
Server  will  integrate  your  existing  servers  - 
NT,  Solaris,  you  name  it  -  snatching  your 
investment  from  the  jaws  of  obsolescence. 

So,  call  toll-free  1-877-4TURB0LINUX  or  go  to 
www.turbolinux.com/trial7  for  a  30  day  free  trial. 

The  millennium  in  which  you  began  your 
business  is  behind  you  now. 

Leave  it  there. 


TURBDL   NUX 

High  Performance    Linux 
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DON'T  GET  STUCK 
IN  IPO  TRAFFIC! 


Get  in  before  the  IPO!  Gain  immediate  access  to  pre-lPO  investment 
opportunities  through  dsm.com  and  our  network  of  investment  banks.  Since 
1996,  dsm.com  has  listed  more  than  120  private  and  pre-lPO  opportunities 
valued  in  excess  of  $430  million.  Make  dsm.com  your  direct  route  to  early  stage 
investments.  Visit  us  on  the  web  at  www.dsm.com,  and  if  you  are  an  Investment 
Bank  and  want  to  join  our  Direct  Capital  Network,  call  us  at  1 .800.350.7267 

dsm.com  -  The  Source  for  Emerging  Growth  Investment" 
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Visit  the  Direct  Stock  Market  today 
and  avoid  the  IPO  traffic  with  your 
chance  to  win  a  Mercedes  SLK230. 
www.dsm.com/contest 
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The  Ramp 


KEEP  YOUR  EYES 

ON  THE  RIGHT  METRICS 


The  ramp  creates  eye-popping  revenue  that  is 
the  envy  of  management  teams  in  slower-growth 
markets.  So  who  wouldn't  want  to  be  dropped 
smack-dab  in  the  middle  of  such  an  opportunity? 
Actually,  perhaps  you,  if  you  are  an  executive 
in  an  esteemed  blue-chip  Forbes  500  company.  All 
too  often,  the  ramp  has  made  successful,  traditional  manage- 
ment teams  look  bad. 

With  its  triple-digit  revenue  growth,  the  ramp  is  a  quickly 
moving,  dynamic  beast,  and  old-style  management  often  doesn't 
know  how  to  keep  on  top  of  it.  Not  surprisingly,  it's  manage- 
ment teams  in  the  tech  sector  that  have  evolved  the  best 
strategies  for  anticipating  and  harnessing  the  power  of  the 
ramp.  Here  are  some  of  the  strategies  they've  developed. 

CAUTIONI  VISION   REQUIRED 

In  the  preramp  stage,  the  marketplace  becomes  aware  of  a 
new  disruptive  technology,  such  as  the  Web,  and  begins  to 
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speculate  on  its  future  value.  Early  adopters 
make  high-risk  bets  that  the  technology  will 
become  the  next  big  thing,  while  pragmatists 
take  a  wait-and-see  approach.  The  good 
news  for  traditional  management  is  that 
there  is  no  need  to  take  the  early-adopter 
route.  Disruptive  technologies  often  fail, 
validating  the  wait-and-see  tactic. 

But  management  must  not  ignore  the 
dynamics  of  the  preramp  market.  Instead,  it 
should  watch  the  stock  market  carefully  to 
see  if  new  issues  are  gaining  exceptional  sup- 
port. Such  upthrusts  in  market  capitalization 
indicate  that  at  least  some  investors  believe 
there  is  a  fault  line  forming.  It  behooves 
everyone  to  read  the  prospectus  and  find  out 
just  whose  oxen  these  newcomers  intend  to 
gore.  If  you  and  your  company  are  the 
target,  spring  into  action  immediately. 

How?  Back  in  the  1970s  and  1980s,  the 
idea  was  to  stonewall  upstart  innovation. 
The  preferred  marketing  tactic,  practiced  to 
perfection  by  IBM  and  Microsoft,  was  to 
spread  FUD — fear,  uncertainty,  and  doubt — about  the  new 
technology,  causing  pragmatists  to  recoil.  The  strategy  worked 
fine  for  a  while,  but  we  live  in  a  Darwinian  world.  New  start- 
ups have  mutated  their  marketing  strategies  to  get  around  this 
barrier.  As  a  result,  the  preferred  tactic  today  (once  again 
practiced  to  perfection  by  Microsoft)  is  to  embrace  and 
extend  the  new  wave.  That  is,  express  interest,  enthusiasm, 
and  support  for  the  new  paradigm  while  working  to  meld  the 
technology  into  your  existing  industry  infrastructure. 

Prior  to  the  ramp,  you  don't  want  to  take  this  strategy 
too  far.  All  you  have  to  do  is  publicly  support  the  next  wave, 
not  actually  invest  heavily  in  it.  More  than  anything  else, 
you  want  to  make  sure  you  don't  miss  out  on  new  wealth 
creation,  which,  by  the  way,  has  no  basis  in  earnings  or  in 
revenues.  Instead,  it's  entirely  about  vision. 

And  that  brings  us  to  the  key  metric  for  the  preramp  stage, 
what  Nick  Earle  at  Hewlett-Packard  likes  to  call  the  price/ 
vision  ratio.  Earle  has  earned  the  right  to  coin  such  terms 
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because  he  magnificently  repositioned  HP  for  the  Inter- 
net economy.  Earle  says  that  we  are  now  in  "Chapter 
Two  of  the  Internet,"  a  phrase  he's  coined  to  acknowl- 
edge that  while  Sun  and  IBM  may  have  won  the  first 
round  for  corporate  and  carrier  Internet  infrastructure, 
the  winner  hasn't  yet  been  named  for  the  next  wave  of 
innovation:  corporate  application  outsourcing.  Whether 
HP  will  succeed  in  this  new  chapter  remains  to  be  seen, 
but  investors  bid  up  its  stock  price  solely  on  the  basis  of 
the  new  story — a  clear  victory  for  P/V  thinking. 

ENJOY  THE  REVENUE 

Good  visionary  talk  is  sufficient  to  manage  the  challenge 
of  preramp,  but  it  isn't  enough  once  you're  on  the  real 
thing.  We  saw  it  with  mainframes,  minicomputers,  and 
PCs,  and  now  with  e-commerce.  Once  a  technology  wave 
starts  to  truly  crest,  it  is  imperative  that  you  and  your 
company  get  in  position  to  ride  it  out.  Trying  to  stand 
firm  against  it  only  results  in  getting  washed  away. 

Here,  the  critical  issue  is  determining  what  is  becom- 
ing the  de  facto  standard.  This  is  determined  solely  by 
market  share.  If  you  are  a  skeptic — as  any  team  that  has 
stayed  on  the  sidelines  during  the  preramp  phase  is 
likely  to  be — you  must  delay  your  decision  long  enough 
to  be  sure  of  the  outcome.  Is  it  Netscape's  value  chain 
or  Microsoft's?  Is  it  Cisco's  or  Wellfleet's?  There  is  no 
benefit  to  guessing  early:  Wait  and  see. 

Once  you  have  "seen"  the  outcome,  however,  don't 
delay.  Become  part  of  the  new  value  chain,  first  as  a  cus- 
tomer and  then  as  a  provider  of  technology-enabled 

In  ramping  markets,  competitive 
advantage  is  determined 
almost  entirely  by  market  share, 
most  easily  reflected  in 
revenue  and  revenue  growth. 

value-added  services  to  your  customers.  The  earlier  you 
get  in,  the  greater  your  chance  to  take  market  share 
from  your  slower-moving  traditional  competitors.  You 
may  even  be  able  to  expand  into  other  markets  before 
the>  wake  up  to  the  opportunity. 

America  Online,  of  course,  is  the  poster  child  for  this 
strategy.  It  properly  held  back  from  embracing  the  Inter- 
net as  long  .is  there  was  a  chance  that  its  proprietary 
network  would  win  out.  But  once  AOI  realized  that  the 
wave  was  truly  cresting,  it  embraced  the  Web.  Compu- 
Serve and  Prodigy,  its  two  rivals,  failed  in  this  effort. 

Why  did  CompuServe  and  ProdigJ  hold  back? 
Why,  tor  thai  matter,  did  Merrill  Lynch  hold  back 
horn  Internet  trading,  allowing  Charles  Schwab  to 
market  leader  position?  Why  have  car  dealer- 
ships held  back,  tllowing  CarsDirect  and  Autobytel  to 
is  In  every  case  the  traditional  man- 
me:   This  new  technology  will 


be  ruinous  to  our  earnings.  We  simply  cannot  adopt  it. 

As  sensible  as  this  position  seems  at  the  time,  it  is 
wrong.  Yes,  in  the  short  term,  margins  will  take  a  hit, 
and  yes,  investors  who  were  counting  on  short-term 
earnings  will  sell  your  stock.  But  here  is  the  kicker:  If 
you  successfully  communicate  that  you  have  indeed 
caught  the  next  wave,  other  investors — growth  investors 
as  opposed  to  earnings  investors — will  begin  to  pick 
up  your  stock.  They  will  reward  you  with  increasingly 
higher  market  capitalization. 

In  ramping  markets,  competitive  advantage  is  deter- 
mined almost  entirely  by  market  share,  most  easily 
reflected  in  revenue  and  revenue  growth.  Thus  price  to 
sales  ratio  takes  over  from  price/vision  ratio  as  the  key 
metric.  All  companies  in  the  ramp  see  a  significant  jump 
in  P/S  ratio,  and  as  one  company  emerges  from  the  pack 
as  the  leader,  its  P/S  increases  beyond  that  of  its  competi- 
tors. This  is  the  signal  to  everyone — investors,  partners, 
customers,  and  employees — that  the  dominant  player, 
the  gorilla,  the  company  with  the  right  to  set  the  de 
facto  standards  going  forward,  has  arrived. 

EXIT  TO  EARNINGS 

The  ramp  ends  when  revenues  from  existing  customers 
catch  up  to  and  eventually  overtake  revenues  from  new 
customers.  This  signals  that  the  technology  adoption  life 
cycle  has  passed  its  meridian,  and  the  market  is  well  and 
truly  launched.  Going  forward,  this  market  may  gener- 
ate 10,  100,  even  1,000  times  as  much  money  as  it  did 
during  the  ramp  phase,  so  earnings  potential  has  just, 
begun  to  be  tapped. 

Market  share  among  various  established  compe- 
titors, on  the  other  hand,  will  remain  relatively  stable, 
virtually  for  the  life  of  the  market.  Because  companies 
have  little  chance  to  change  their  market  share,  their 
economic  trajectory  becomes  a  function  of  macroeco- 
nomic  forces,  modestly  impacted  by  execution.  Because 
investors  see  no  huge  future  opportunity,  they  turn  to 
the  standard  price/earnings  ratio  to  value  the  company. 

P/E  ratios  function  something  like  interest  rates:  They 
let  investors  compare  projected  returns  between  any 
two  investment  opportunities.  With  the  rise  of  the  tech- 
nology sector,  however,  they  have  posed  a  problem, 
since  they  are  only  well  suited  for  postramp  markets. 
They  must  take  their  place  in  line  behind  the  P/S  ratio, 
which  in  turn  takes  its  place  behind  the  P/V  ratio. 

Of  course,  all  this  sounds  simpler  than  it  really  is. 
Taken  in  isolation,  each  of  the  three  stages  is  readily 
understood.  The  challenge  is  that  they  rarely  appear  in 
their  pure  form  in  the  real  world.  This  leads  to  volatility 
in  investment  and  causes  management  teams  to  stumble. 
The  tools  presented  here  do  not  solve  this  problem,  but 
they  do  create  a  vocabulary  for  discussing  it.  And  before 
you  can  gain  control  over  any  phenomenon,  you  must 
first  give  it  a  name.  ■ 

Geoffrey  Moore  is  the  chairman  of  The  Chasm  Group, 
which  provides  strategy  consulting  services  to  high  tech 
companies.  He  is  coauthor  of The  Gorilla  Game. 
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Or  does  it  wheeze  with 
old,  dried-out  content? 

Attract  visitors  and  keep  them  on 
your  site  with  fresh  news,  photos  and 
features,  custom-filtered  for  your 
web  site,  and  updated  continuously. 
Call,  or  visit  our  web  site. 
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America  Online,  drkoop.com,  Microsoft, 
MotherNature.com,  ProgressiveFarmer.com, 
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your  eCommerce  strategy  built  to  last? 


Today's  competitive  landscape 
sizzles  with  innovation  and  change. 
So  only  the  most  durable  business 
models  are  likely  to  survive. 

In  this  brutal  environment,  your 


to  evolve  as  conditions  demand. 
Andersen  Consulting  can  help 
to  keep  your  entire  organization 
attuned  to  this  shifting  reality. 
So  no  matter  how  hot  the  com- 


petition gets,  your  strategy  will 
still  look  pretty  cool. 


To  find  out  how  our  eCommerce 
experience  can  benefit  your  organi- 
zation, visit  us  at  www.ac.com. 
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and  their  lessons 


American  Tobacco  Company, 
\  1890  to  1911;  successors  survive 

THE  RAMP:  The  precursor  to  the  American  Tobacco  Com- 
pany had  $10  million  in  revenues  in  1881;  three  years  later  it 
had  some  $750  million  in  revenues,  a  7,400%  increase. 

In  1882  the  cigarette  was  a  specialty  item — made  by  hand, 
sold  for  a  penny  apiece,  and  very  much  the  stepchild  of  other 
tobacco  products.  But  change  was  in  the  wind.  An  automated 
cigarette  rolling  machine,  developed  by  18-year-old  James 
Bonsack,  was  put  into  use  in  1883  and  revolutionized  produc- 
tion. The  retail  price  was  cut  in  half,  and  volume,  which  in 
premachine  days  had  never  exceeded  500  million,  leaped  to  10 
billion  by  1910.  American  Tobacco  was  able  to  take  advantage 
of  this  new  technology  and,  like  Standard  Oil  (see  below),  was 
such  a  success  that  it,  too,  was  broken  up  by  the  feds  in  1911. 
RAMP  LESSON:  If  technology  hands  you  the  means  for 
almost  limitless  production,  assure  your  supply  of  raw  mate- 
rials, then  do  everything  possible  to  stimulate  demand. 

Ford  Motor  Company,  1903  to  date 

THE  RAMP:  In  1910,  revenues  were  $16  million.  By  1921, 
they  were  up  to  $500  million,  a  3,025%  increase. 

From  1906  to  1908,  under  carefully  guarded  conditions, 
Henry  Ford  led  a  team  of  engineers  who  created  a  car  meant 
for  the  everyman,  the  Model  T.  In  1913,  almost  a  quarter  of 

a  million  "Tin  Lizzies"  were 
built,  and  Ford  installed  the 
world's  first  moving  assem- 
bly line.  The  time  it  took  to 
build  a  car  dropped  from 
12.5  hours  to  1.5  hours.  The 
price  of  the  least-expensive 
Model  T,  which  had  been 
as  high  as  $950,  was  cut  to 
$440 ,  and  before  production  ended  in  1927,  it  was  driven  as 
low  as  $260. 

RAMP  LESSON:  When  you  sense  pent-up  demand,  design 
for  affordability  and  broad  appeal,  optimize  production,  then 
put  the  pedal  to  the  floor. 

Standard  Oil  Company,  1870  to  1911 

THE  RAMP:  Profits  went  from  $20  million  in  1892  to  $60 
million  in  1902,  or  $1.17  billion  in  today's  dollars. 

This  was  the  serious  entrepreneur's  Holy  Grail — a  startup 
so  successful  that,  to  stop  it,  an  entire  body  of  federal  law  had 
to  be  created.  The  company  employed  some  of  the  most 
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aggressive  monopoly  practices  ever  seen  in  American  capital- 
ism. Yet  when  the  government  set  out  to  jam  the  wheels  of 
Rockefeller's  clever  juggernaut  (eventually  breaking  it  up  into 
34  separate  companies),  the  government  had  a  hard  time 
showing  that  the  interests  of  consumers  had  been  damaged: 
During  the  period,  oil  prices  had  consistently  fallen. 
RAMP  LESSON:  When  you  have  a  product  everyone  wants, 
corner  the  market,  then  streamline  the  delivery  process  as 
much  as  you  can.  This  is  what  Amazon.com  wants  to  do,  so 
far  with  much  less  success  than  $tandard  Oil. 

Itel  Corporation  (now  called  Anixter  International), 
1967  to  date 

THE  RAMP:  In  1974,  revenues  were  $144  million.  Four  years 
later  they  were  $689  million,  a  378%  increase. 

It  Standard  Oil  and  American  Tobacco  can  be  lauded  as 
triumphs  of  tight  focus,  Itel  Corporation  is  just  the  opposite. 
Starting  in  the  late  1960s  as  a  com- 
petitor of  IBM  in  the  mainframe 
leasing  business,  the  company  ramped 
quickly,  and  then  did  an  end  run 
into  container  freight,  aircraft  leasing, 
marine  dredging,  capital  goods,  and 
railcars,  among  other  pursuits.  Soon, 
the  distracted  company  was  no 
match  for  purposeful  IBM,  which 
engineered  a  complete  platform  switch  to  undermine  the 
value  of  Itel's  hardware  inventory.  Almost  fatally  over- 
extended, Itel  divested  its  computer  business  in  1979.  Today, 
Itel  is  still  alive  and  kicking  in  the  data  and  video  cable  mar- 
ket. It  managed  to  generate  $2.7  billion  in  revenues  in  1999. 
RAMP  LESSON:  Don't  be  afraid  to  be  a  ramp  junkie,  acquir- 
ing and  divesting  in  and  out  of  hot  markets. 

Chips  and  Technologies,  1984  to  1998 

THE  RAMP:  From  1987  to  1990,  revenues  went  from  $80 
million  to  $293  million,  a  266%  increase  in  three  years. 

Chips  and  Technologies,  one  of  Silicon  Valley's  true  darling 
startups,  will  forever  be  applauded  for  going  head-to-head  with 
giant  Intel — and  almost  winning.  C&T  created  meticulously 
reverse-engineered  microprocessors,  which  were  not  only  less 
expensive  than  their  Intel  equivalents  (i386  and  i387)  but  also 
cut  costs  by  requiring  smaller  peripheral  chipsets.  After  several 
competitive  battles,  Intel  responded  in  February  1998  by  buy- 
ing Chips  and  Technologies  for  $420  million. 
RAMP  LESSON:  Quality  can  sometimes  matter  as  much  as 
winning  or  losing.  m 
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A  breakthrough  in  getting 
customers  to  your  website. 

Why  put  barriers  between  you  and  your  customers?  Now,  with  Internet  Keywords,  your  company,  products  and  brand  names  brin 
customers  directly  to  the  specific  information  they  want  on  your  website.  And,  your  products  and  brand  names  are  never  lost  in 
maze  of  complicated  web  addresses.  Internet  Keywords  work  today  in  the  address  line  on  Microsoft  Internet  Explorer,  or  in  great 
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Marc  Andreessen 

on  his  latest 

entrepreneurial  effort 


BY  GARY  ANDREW  POOLE 

ven  before  Marc  Andreessen 
left  his  post  as  chief  technology 
officer  at  America  Online  (AOL), 
he  knew  he  wanted  to  dig  into 
another  startup,  but  what  kind? 
He  did  not  have  an  original  idea 
for  a  dot-com,  but  he  thought  he 
could  leverage  his  technical  prowess  into  a 
company  that  supports  other  companies  on,  or  planning  to  be 
on,  the  Internet.  In  early  September  of  last  year  he  left  AOL, 
and  by  the  end  of  that  month  he  had  moved  back  to  Silicon 
Valley  from  Virginia  and  started  Loudcloud. 

Andreessen  calls  Loudcloud  a  "software  power  grid  for 
high-volume,  high-function  global  Web  operations."  In  other 
words,  the  startup  builds  and  runs  complex  Web  sites  for 
fast-growing  dot-coms.  Before  Loudcloud's  official  launch, 
we  tore  him  away  from  the  company's  subleased  and  incred- 
ibly cramped  offices  in  Silicon  Valley  and  talked  about 
Netscape,  ramping,  and  his  vision  of  a  complex  future. 

ASAP:  You  could  have  done  a  lot  of  things,  but  you  chose  to 
start  a  company  that  will  help  other  companies  ramp  up.  Why? 

ANDREESSEN:  Because  I  think  one  of  the  biggest  challenges 
dot-coms  face  is  handling  growth.  We're  seeing  a  high-growth 
Web  environment,  and  it  is  getting  more  complex  all  the 
time.  For  one,  Web  site  software  is  becoming  more  compli- 
cated. Four  years  ago  there  were  just  a  couple  hundred 
lines  of  code  for  a  Web  server.  Two  years  ago,  with  say, 
Amazon.com,  it  was  getting  more  complex;  they  added 
shopping  carts,  one-click  buying,  and  searching.  Now  you 
have  all  these  features  plus  auctions,  Z-stores,  and 
merchant  circles.  And  because  it's  the  Web,  you  can  roll  out 
new  features  overnight,  so  the  complexity  of  the  software 
just  ramps  up  at  an  exponential  pace. 


ASAP:  Is  this  complexity  going  to  increase  in  the  near  future? 

ANDREESSEN:  Yes,  probably  five-  to  tenfold.  Web  sites  will 
have  to  add  new  features:  increased  levels  of  personal- 
ization, increased  content  feeds,  extraction  of  more 
intelligence  from  the  back  end,  and  a  better  understanding  of 
what  customers  are  doing  on  the  site.  With  the  new  features, 
dot-coms  will  need  more  sophisticated  advertising,  cross 
selling,  and  up  selling,  and  there  will  need  to  be  great 
sophistication  in  partnering. 

ASAP:  Could  you  give  us  an  example? 

ANDREESSEN:  If  you're  an  online  CD  store  right  now,  one 
of  your  big  issues  is  that  Amazon.com  is  threatening  to  just 
kill  you  because  they're  now  in  the  same  market;  their  book 
customers  can  also  buy  CDs.  So  you  might  want  to  partner 
with  somebody  selling  books  online  and  do  a  sort  of 
"virtual"  Amazon.  You  have  to  integrate  it,  and  you've  got  to 
do  it  pretty  fast.  You've  got  to  run  this  stuff  at  an  enormous 
scale,  and  you've  got  to  run  it  with  24/7  reliability.  It's  a  very 
complex  combination  of  software  and  operations.  It's  not 
going  to  stop  anytime  soon.  It's  the  new  battleground:  How 
much  can  you  do,  and  how  fast  can  you  do  it? 

ASAP:  Which  brings  us  to  the  ramp.  Initially,  companies  are 
just  looking  to  survive;  then  they  gradually  push  into  the 
hypergrowth  ramp  phase. 
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ANDREESSEN:  I  think  there's  been  a  change  on  that.  There 
used  to  be  one  kind  of  startup,  where  it  was  a  long  shot  to  get 
funded  because  the  venture  capitalists  controlled  all  the 
money,  and  they  rejected  100  business  proposals  for  every 
one  they  accepted.  That's  when  you  had  the  model  you're 
describing.  Now,  a  reasonably  good  team  takes  a  reasonably 
good  idea  and  raises  a  first  round  of  $3  million  to  $12  million 
and  does  its  second  round  a  month  later  of  between  $20 
million  and  $50  million. 

ASAP:  So  what  you  are  saying  is  that  companies  are  getting 
on  the  ramp  right  away? 

ANDREESSEN:  Yes,  companies  are  ramping  much  faster,  and 
in  many  cases  right  away.  Google  [a  search  engine]  is 
a  good  example.  Google  immediately  raised  $25  million. 

It's  a  startup.  There  is  also 
another  type  of  company — 
Loudcloud  is  in  this  category, 
and  it's  becoming  a  more 
common  model  in  Silicon 
Valley  —  a  startup  with  a 
team  of  one  or  more 
entrepreneurs  who  have 
already  created  a  successful 
company,  and  they're  starting 
a  new  company.  With  these 
startups  the  process  is  even 
faster  because  they  have  cred- 
ibility, money,  experience,  and 
self-confidence. 

ASAP:  With  companies  get- 
ting on  the  ramp  immedi- 
ately, do  they  have  to  be  even 
more  careful  about  the  deci- 
sions they  make  early  on? 

ANDREESSEN:  Yes.  There  are 
many  pratfalls.  For  example, 
there  are  people  who  build  startups  just  to  take  them  public 
and  don't  know  what  to  do  next.  They  think  the  IPO  is  a 
huge  accomplishment.  I  don't  think  it  is.  I  think  it's 
a  financial  detail.  The  company  still  has  to  do  something  the 
next  day. 

The  capital  markets  are  encouraging  hypergrowth,  which 
creates  management  challenges.  Your  early  decisions  can 
come  back  and  haunt  you  sooner  rather  than  later.  You 
especially  have  to  worry  about  arrogance.  If  everyone  is 
telling  you  you're  succeeding — your  stock  price  is  up,  your 
customers  are  paying  you,  everything  is  going  great  —  you 
start  to  believe  you're  succeeding  because  you're  brilliant  and 
everything  you  do  in  the  future  will  be  brilliant.  That's  when 
you  start  to  make  serious  mistakes,  because  you  can't 
differentiate  between  good  ideas  and  bad. 

\<>ur  own  company,  is  there 
everything  else? 
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ANDREESSEN:  The  people.  We  want  every  person  in  the 
company  to  feel  like  they're  the  dumbest  person  in  the  com- 
pany, as  opposed  to  the  smartest.  This  is  something  I  learned 
from  Netscape.  In  the  early  days  of  Netscape,  recruiting  was 
very  ad  hoc.  You  walked  in  the  door,  you  probably  got  a  job. 
We  were  just  trying  to  add  bodies  as  fast  as  we  could.  At 
Loudcloud  we're  doing  something  very  different.  Employee 
No.  6  was  a  full-time  recruiter. 

ASAP:  The  ramp  at  Netscape  must  have  been  incredible. 

ANDREESSEN:  Yes,  we  peaked  at  $150  million  a  quarter  in 
revenues.  Most  Internet  companies  were  not  even  doing 
anywhere  near  that  in  a  year.  We  scaled  from  zero  to  more 
than  3,000  professionals  in  three  years,  which  I  don't  think 
ever  has  been  done  before.  It  took  Microsoft  and  Oracle  11 
years  to  reach  the  size  Netscape  reached  in  3  years,  both  in 
terms  of  revenues  and  the  number  of  employees.  Which  is  just 
cosmically  fast  growth. 

ASAP:  That  kind  of  excitement  must  have  been  one  of  the 
reasons  you  wanted  to  get  back  to  startups. 

ANDREESSEN:  In  a  startup  you  get  to  do  whatever  you 
want.  You  get  a  clean  sheet  of  paper  and  can  design 
whatever  you  want — make  the  world  in  your  own  image. 
But,  saying  that,  startups  are  overromanticized,  like, 
radically.  Radically,  radically,  radically.  I  always  find  it  to  be 
a  roller  coaster  of  euphoria  and  depression,  sort  of  in  equal 
measures.  At  Netscape,  I'd  go  home  a  lot  of  nights  just 
completely  depressed.  Like,  you  know,  "Oh,  my  God,  we're 
going  to  go  right  out  of  business.  There's  not  going  to  be 
any  market  for  what  we're  doing.  It's  going  to  flop." 
Startups  are  a  lot  more  emotionally  tough  and  demanding 
than  people  believe  —  and  therefore  not  quite  as  much  fun 
as  people  think  they  are. 

ASAP:  Besides  dealing  with  that  roller  coaster  of  euphoria 
and  depression,  what's  another  big  challenge  in  the  ramp? 

ANDREESSEN:  Not  enough  time.  Plenty  of  money,  not 
enough  time.  Because  if  a  dot-com  gets  to  market  first,  then 
they're  Amazon  versus  Barnes  and  Noble.  I  mean,  it's  just  this 
huge  delta — eToys  versus  Toys  "R"  Us. 

Of  course,  once  you  get  to  market,  the  pressure  doesn't  let 
up,  because  then  it's  time  to  improve;  it's  time  to  enhance;  it's 
time  to  scale.  How  fast  can  you  get  big?  How  fast  can  you 
become  reliable?  How  fast  can  you  learn  more  about  your 
customers?  It  turns  out  to  be  very  hard.  It's  all  about  speed  at 
the  end  of  the  day. 

Today  a  new  Internet  company  can  form  and  get  to 
market  in  maybe  six  months.  At  Loudcloud  we  think  that  can 
be  significantly  shortened,  to  a  couple  of  months.  It's  a 
cosmically  huge  opportunity,  and  it's  the  highest  leveraged 
thing  you  can  possibly  do  in  your  business,  almost  no  matter 
what  your  business  is.  Because  if  you  can  go  one  month 
faster,  or  two  months  faster,  or  three  months  faster,  that  could 
be  the  difference  between  success  or  failure.  ■ 
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of  all  online 
transactions 
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completed. 
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Think  of  the  lost  customets. 
And  tevenue. 

Now  that  we  have  yout  attention,  let  us  give  you  the 
solution.  Talisma  E-Service.  Customers  request 
information,  make  a  purchase,  complain,  and  ask 
for  help... all  via  your  Web  site  or  e-mail.  Every 
interaction  is  an  opportunity  to  build  your  business 
and  boost  loyalty.  No  matter  what  the  transaction, 
Talisma  can  help  you  provide  great  online  service. 
Isn't  that  what  e-commerce  is  all  about? 
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Good  news,  you're  growing.  Bad  news,  you're  growing 
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company's  doing  well.  Just  make  sure  it  doesn't  expand  beyond  the  capacity  of 
lexible,  soon-to-be-obsolete,  communication  system.  We  won't  let  that  happen, 
i  you  outsource  your  voice  communications  with  us,  we'll  make  sure  it  evolves 
/our  business.  Without  additional  capital  investment.  That  way,  you  can  buy  more 
ous  things,  like  furniture.  Call  1-877-500-LINE,  or  visit  www.accessline.com. 
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When  Redback  Networks,  a  hot  young 
networking  company,  was  looking  for 
an  experienced  product  manager,  it  natu- 
rally considered  recruiting  from  the  big 
gorilla  in  its  arena:  Cisco  Systems. 

Redback  (No.  7  on  our  "Ramp  Champs"  list, 
page  84)  found  a  likely  candidate  in  David  Phillips, 
who  wanted  to  leave  Cisco  for  a  smaller  company, 
where  he  could  have  more  of  an  impact.  But 
Phillips  already  had  an  offer  in  hand  from  a 
startup,  promising  a  big  payoff  when  it  went 
public.  Redback,  which  had  already  done  its  IPO, 
couldn't  match  that. 

So  why  is  Phillips  at  Redback  today,  when  the 
startup  offered  him  more  than  double  the  number 
of  stock  options?  "There's  an  electric  energy  around 
here,"  he  says.  "I  want  to  be  excited  about  going  to 
work,  not  just  waiting  to  be  vested." 

He  was  also  impressed  with  Redback's  ability 
to  execute  swiftly.  The  day  after  his  interviews, 
"Redback  had  a  signed  deal  on  the  table."  Not 
only  that,  when  he  toured  Redback's  facility,  he  saw 
a  number  of  familiar  faces.  "The  joke  around  here 
is  that  it's  more  like  Cisco  than  Cisco." 

Adds  Carrie  Perzow,  Redback's  vice  president 
of  human  resources,  "Within  23  hours  we  had 
turned  this  guy  around,  and  he  joined  us."  Despite 
the  greater  financial  opportunity  at  a  startup,  Perzow 
says,  "He  was  so  impressed  with  the  talent  here 
that  he  had  more  confidence  he  would  be  success- 
ful at  Redback." 

Located  in  Sunnyvale,  California,  Redback  is 
one  of  many  ramping  companies  —  from  Silicon 
Valley  to  Silicon  Alley — whose  biggest,  omni- 
present challenge  is  filling  their  voracious  appetite 
for  human  capital.  Success  or  failure,  at  least  in  the 
short  term,  depends  not  on  boosting  revenue  or 
improving  margins  but  on  simply  hiring  enough 
people  who  can  do  their  jobs. 

ACQUIRE  COMPANIES 

To  get  enough  people  and  to  fill  out  their  product 
lines,  companies  turn  increasingly  to  acquisition. 
"The  people  component  of  a  merger  is  a  much  higher 


priority  today,"  says  David  Mather,  managing  direc- 
tor for  California  operations  at  executive  search  firm 
Christian  &C  Timbers.  "Fve  seen  a  number  of  situations 
where  that  was  the  main  reason  for  the  M&A." 

Redback  used  its  red-hot  stock  to  scoop  up 
Siara  Systems,  whose  workforce  is  composed  mostly  R  * 

of  175  valuable  engineers.  Siara's  nascent  product,  H  III  CI  J  Vr  I 
which  isn't  due  out  until  later  this  year,  will  expand 
Redback's  potential  market,  but  the  engineers  will 
give  a  boost  to  the  merged  company's  entire  develop- 
ment pipeline.  To  hold  on  to  the  newly  acquired  teams, 
Perzow  says  her  human  resources  department  is  **y  OffAlA/lll 
meeting  with  each  engineer  individually  to  set  goals.  *"  O   VII  Ml 

Kana  Communications  (No.  19  on  our  list),  a  m 
Silicon  Valley  company  that  makes  software  to  |C  T IHflinOf 
help  e-businesses  handle  sales  and  services,  has  ® 

acquired  several  smaller  companies,  including  . 

Connectify,  Net  Dialogue,  and  BEL  Most  recently,  QDOUSjl 


challenge 


bii- 


it  purchased  Silknet  Software  for  about  $4.2 
lion  in  stock,  boosting  its  head  count  to  600. 

"To  build  our  company  as  quickly  as  we'd  like, 
I  had  to  have  additional  engineering  talent,"  says 
CEO  Michael  McCloskey.  When  he  bought  Net 
Dialogue  and  BEI  at  the  same  time,  he  says,  "We  shut 
the  company  down  for  two  days,  brought  every- 
body into  town,  and  explained  the  acquisitions." 

VerticalNet  (No.  4  on  our  list),  located  in  the 
backwater  of  Horsham,  Pennsylvania,  has  bought 
13  companies,  mostly  niche  market  makers.  It  creates 
online  communities  that  cater  to  industries  such  as 
environmental  services  and  textiles.  With  56  such 
communities,  VerticalNet  has  grown  to  more  than 
700  employees  from  200  at  the  start  of  1998. 

In  its  acquisitions,  VerticalNet  provides  the  tech- 
nical underpinning  while  each  niche  concentrates  on 
what  it  knows  best,  says  Mark  Walsh,  VerticalNet's 
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CEO.  Still,  he  prefers  recruiting  to  merging.  "It's  harder  to  keep 
people  you  acquire  than  you  hire,"  he  says.  "You've  got  to  convince 
them  to  drink  the  Kool-Aid  your  employees  already  drank." 

EMPLOYEE  REFERRALS 

As  with  selling  products,  word-of-mouth  referrals  can  be 
potent  in  "selling"  a  company  to  a  potential  employee.  At 
Juniper  Networks  (No.  20  on  our  list)  in  Mountain  View, 
California,  "Everyone  who  joins  the  company  is  expected 
to  bring  an  additional  person  with  them,"  says  CEO  Scott 
Kriens.  As  a  result,  almost  90%  of  new  hires  at  Juniper  come 
via  reference.  The  reward  for  the  referrer:  a  free  weekend  ski- 
ing or  visiting  California's  wine  country. 

Penny  Finnie,  vice  president  of  ideas  at  Ask  Jeeves,  the 
Internet  information  company  based  in  Emeryville,  California, 
estimates  that  half  the  company's  hires  are  friends  of  other 
employees.  The  company  has  recently  quadrupled  its  referral 
bonus  to  $2,000. 

In  fact,  referral  bonuses  are  becoming  commonplace  and 
start  at  $1,000,  usually  paid  after  the  new  hires  have  been 
there  for  a  certain  amount  of  time.  At  Redback,  for  example, 
an  employee  who  refers  a  successful  candidate  gets  $2,500 
after  the  person  has  been  there  for  90  days.  For  especially 
hard-to-fill  positions,  the  bonus  can  reach  $10,000. 

Some  companies  are  going  even  further.  Net  Perceptions 
of  Eden  Prairie,  Minnesota,  just  initiated  a  bonus  program 
in  which  employees  who  bring  in  referrals  that  lead  to  inter- 
views, not  necessarily  hires,  can  enter  a  drawing  for  a  pair 
of  round-trip  airline  tickets  to  Hawaii.  San  1  r  ancisco-based 
Critical  Path  (No.  1  on  our  list)  gives  away  two  airline  tickets 
to  anywhere  in  the  United  States  tor  a  successful  referral  on 
selected  positions. 

Companies  would  rather  pay  bonuses  to  employees  who 
refer  than  to  those  who  sign  on.  "You  have  to  be  careful  about 
doing  extraordinary  things  [to  lure  new  employees),"  says 
Hal  Krisbergh,  CEO  of  WorldGate  Communications  (No. 
18  on  our  list)  in  Trevose,  Pennsylvania.  "Other  people  will 
come  m  and  say,  What  are  you  doing  for  me?' " 

HIRING  THE  STARS 

i     know    but   who   you   want  to 

1  Phillips  even  talked  to  Red- 

1  ins  Blair,  had  founded 


two  other  successful  startups.  "I  thought  it  would  be  worth 
coming  in  to  meet  Blair  and  some  of  the  other  people  at  Red 
back  because  they  were  famous  in  our  industry,"  says  Phillips 

Medscape,  an  online  portal  for  medical  information  based 
in  New  York,  blossomed  from  65  people  at  the  end  of  1998 
to  more  than  200  today.  Medscape  operates  a  Web  service  for 
physicians  as  well  as  a  consumer  site,  and  it  had  to  hire  in 
several  areas,  says  CEO  Paul  Sheils.  Those  areas  included 
physicians  and  other  medical  experts  to  edit  content,  sales 
people  familiar  with  the  pharmaceutical  industry  to  sell  adver 
tising,  and  technical  experts  to  build  and  maintain  the  sites. 

"We're  one  of  the  better-known  companies  in  Silicon 
Alley,"  Sheils  says,  "and  we  get  a  lot  of  people  from  our 
competitors  calling  us  up."  That's  partly  because  of  presti 
gious  hires  such  as  Dr.  George  Lundberg,  former  editor  of  the 
Journal  of  the  American  Medical  Association. 

"Success  or  failure  is  going  to  be  determined  by  the  quality 
of  the  first  50  people  that  you  hire,"  asserts  Juniper  Networks' 
Kriens.  "What  we  did  was  go  out  and  get  the  absolute  cream  of 
the  crop  at  any  cost — not  just  money."  That  core  of  the  best 
and  brightest  then  shines  so  brightly  that  others  come  running. 

The  flip  side  is  that  hiring  poorly  can  doom  your  company, 
"It's  the  law  of  crappy  people,"  says  Marc  Andreessen,  one- 
time Netscape  wunderkind  who's  now  running  Loudcloud, 
"A  people  hire  A  people,  but  B  people  hire  C  people.  The 
minute  you  let  a  weak  manager  in  the  door,  they  will  hire 
individuals  working  for  them  who  are  even  weaker.  As  num- 
bers increase,  [the  weaker  people]  are  going  to  breed  like  coat 
hangers,  and  before  you  know  it,  your  company  degenerates." 


THE  NEXT  BIG  THING 

A  ramping  company  has  to  do  more  than  just  offer  now- 
standard  stock  options  and  a  "fun"  environment;  it  must 
present  itself  as  the  Next  Big  Thing.  Prospective  employees 
will  assess  a  company's  ability  "to  go  further,  faster,  higher," 
notes  executive  recruiter  Mather.  Exciting  job  content  "becomes 

As  with  selling  products,  word-of-mouth 
referrals  can  be  potent  in  "selling" 
a  company  to  a  potential  employee. 


the  primary  driver,"  he  says.  Many  independently  wealthy 
people  at  Yahoo  "are  still  working  for  the  thrill  of  building 
the  company,"  Mather  adds. 

To  attract  needed  talent,  CEOs  say  they  must  lay  out  a 
compelling  vision  for  where  they're  taking  their  company. 
Redback  CEO  Dennis  Barsema  says  having  such  esteemed 
competitors  as  Cisco  and  Lucent  actually  makes  his  job  of 
recruitment  a  little  easier. 

"There  are  a  lot  of  pepple  who  want  to  work  for  the  next 
Cisco,  but  not  for  Cisco  itself,"  Barsema  says.  Like  recent  hire 
Phillips,  "They're  driven  by  the  opportunity  to  work  for  a 
company  in  a  dynamic  market,  making  a  cool  product  in  a 
flexible  environment  where  their  contribution  can  be  seen  on 
the  bottom  line."  Terry  Nagel  contributed  to  this  report. 
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"What  we've  got  here  is  a  failure  to  communicate."  The 
infamous  line  from  Cool  Hand  Luke  is  the  phrase  leaders  of 
ramping  companies  fear  the  most. 

It's  a  no-brainer — you've  got  to  talk,  email,  and  kibitz 
with  employees.  The  speed  with  which  information  moves 
through  a  company  is  critical  to  how  well  the  mechanism 
works.  Information  is  the  oil  that  turns  the  gears. 

But  ramping  companies  have  extra  problems:  a  daily  flush 
of  new  employees  and  the  difficulties  of  multiple  offices  in 
different  time  zones,  not  to  mention  language  barriers  (can  you 
say  "execute"  in  Mandarin?).  Says  Alain  Rossmann,  chairman 


THE  GREAT  COMMUNICATOR  Rob  Wrubel.  CEO  of  Ask  Jeeves,  listens 
to  his  staff  to  figure  out  the  "vertical  velocity"  of  information. 

and  CEO  of  Phone.com  (No.  15  on  our  list),  commenting  on 
his  company's  rapid  growth  from  110  people  to  600  in  12 
months.  "Yon  have  to  overcommunicate  all  of  the  tune." 

The  bad  news  is  that  if  you  botch  the  communication 
element,  you're  only  going  to  /rust) ate  employees,  lose  cus- 
tomers, and  move  at  hyperspeed  into  a  brick  wall.  The  better 
news:  Ramping  companies  that  figure  out  how  to  commu- 
nicate internally  quickly  gam  ideas  on  new  markets,  learn 
what  competitors  are  doing,  and  adapt  their  business  models 
in  real  time. 

Maybe  it's  his  background  as  a  journalist  for  Financial 
Rob  Wrubel,  Ask  Jeeves'  CEO,  is  deter- 
Here  he  talks  about  the  ineffi- 
natioi  n  a  company  that  uses  natural 

uggh  ■  and  the  "vertical  velocity" 


"The  danger  when  you  ramp  this  fast  is  that  you  don't 
have  the  practices  and  processes  in  place — particularly  the 
way  you  organize  teams  and  communicate.  You  are  creating 
1  tribe  out  of  12  different  tribes:  enterprise  software  guys, 
media  people,  agency  PR  people,  etc.  The  biggest  risk  inside 
the  company  isn't  its  business  model  or  its  strategy,  because 
those  are  highly  adaptive  systems.  The  biggest  risk  is  that  the 
people  are  not  organized  to  see  the  markets,  attack  the 
markets,  communicate,  and  make  decisions. 

"We  use  the  phrase  'what's  the  vertical  velocity?'  How 
fast — when  I  say  something  in  a  meeting  —  does  that  get 
disseminated? 

"About  60  days  ago  my  signals  were  tipped  that  the  ver- 
tical velocity  of  things  that  I  was  saying  was  already  way 
too  slow. 

"I  glean  a  lot  of  intelligence  from  interacting  with 
people,  and  I  learn  a  lot  about  what's  going  on,  right  or 
wrong.  I'm  all  about  being  able  to  pull  that  out  of  people. 
You  can't  just  be  an  open-ended  democracy  where  every 
request  or  concern  or  issue  gets  equal  treatment,  but  as 
[CEO]  you  can  learn  from  the  pattern  of  information.  You 
can  be  pretty  honest  and  direct,  and  people  can  escalate  a 
problem  to  my  level  if  it  feels  like  it  is  serious  enough.  This 
year  I  said,  'Screw  it,  everyone  email  me  your  five  New  Year's 
resolutions  for  Jeeves.'  [He  got  380  emails  from  the  com- 
pany's 417  employees.] 

"I  also  believe  that  when  people  don't  hear  what  I'm 
thinking  and  where  we're  heading,  everyone  gets  into  their 
sheltered  area.  After  the  IPO,  I  was  distracted.  I  got  back 
in,  and  I  could  feel  people  hunkered  into  their  groups. 
That's  great  for  effectiveness,  but  if  you  don't  have  the  glue 
and  you  don't  feel  you  are  part  of  this  big  arrowhead,  you 
lose  opportunity. 

"Recently,  senior  management  agreed  to  build  a  full-year 
operating  plan.  By  going  through  this,  we  learned  that  we 
don't  use  the  same  words  in  the  same  way!  We're  a  natural- 
language  company  developing  powerful,  intelligent  semantic 
systems,  and  the  senior  management  team  didn't  share  a  com- 
mon semantic  world. 

"Within  the  company  it  took  us  awhile  to  get  our  common 
language  down.  Things  like  me  saying,  'So  you'll  get 
it  done  by  next  week?'  and  that  meant  next  Friday  to  you,  but 
to  me  it  meant  next  Monday.  Or  the  phrase  get  it  done.  To 
one  person  this  may  mean  'give  me  a  beta  version'  or  'give  me 
your  thoughts'  versus  turning  in  a  completed  document  with 
a  market  analysis  or  a  PowerPoint  presentation  for 
the  board. 

"We  got  all  the  sales  guys  together  and  asked  them,  'So 
what  are  your  objections?  What  are  people  saying  when  they 
sell  this  corporate  service?.'  They  tell  me  something  and  I  say, 
'Oh,  my  God.  Those  are  objections  I  handled  nine  months 
ago."  Then  there  is  some  new  stuff  about  a  new  competitor. 
Why  am  I  not  hearing  about  that?  Why  has  that  not  been 
moving  across  the  organization?  So  you  see  how  inefficient 
communicating  information  can  be."  ■ 
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The  theme  of  corporate  culture  came  up  again  and  again 
in  our  interviews.  But  how  do  you  define  it?  Often  it's  the 
atmosphere  created  by  the  founders'  personalities.  Sometimes 
it's  driven  by  the  way  an  office  is  designed  (think  cubicle 
nation  versus  office  fiefdoms).  The  visible  cultures  of  ramping 
companies  change  as  quickly  as  the  payroll  does. 

What  ramping  companies  all  share  is  a  culture  of  deci- 
sions. If  you  want  to  move  quickly,  you  have  to  make  decisions. 
Not  just  right  decisions  but  sometimes  just  a  decision.  It's  all 
part  of  the  process  of  moving  forward. 

Steve  Heller,  CFO  of  StarMedia  (No.  13  on  our  list),  a  Web 
portal  company  targeting  Latin  American  audiences,  talks 
about  the  challenge  of  working  with  different  cultures,  the 
thrill  of  incomplete  information,  and  the  reason  to  reward 
decision  making. 

"People  are  always  doing  things  at  the  last  minute,  and 
the  last  minute  costs  a  lot  more,  whether  it's  buying  an  air- 
plane ticket  or  putting  an  event  together  in  two  days,  which 
would  have  cost  30%  less  if  it  had  been  organized  two 
months  ago.  In  this  Internet  environment,  every  decision  is 
last-second,  because  the  moment  we  make  it,  we  need  to  get 
it  implemented. 

"The  whole  thing  may  be  inefficient,  and  we  waste  money 
in  a  lot  of  places,  but  in  terms  of  the  reason  we  operate  a 
business — to  increase  the  value  —  it  is  efficient.  It's  exactly 
what  we  must  do.  Otherwise,  someone  else  will  go  past  us. 

"We're  constantly  making  decisions  with  what  people 
trained  in  more  formal  companies  would  consider  to  be  too 
little  information  or  insufficient  time.  What  motivates  entre- 
preneurs like  me  is  not  being  able  to  simply  rely  on  numbers 
or  research  and  say,  'OK,  A  plus  B  always  equals  C,  so  we'll 
make  decision  C  You  get  a  sense  of  things,  make  a  call,  and 
take  responsibility  for  it.  By  the  time  it's  obvious,  it's  too  late. 
It's  exciting  for  intelligent,  motivated  people  to  take  the  risk 
of  being  heroic  or  being  the  goat. 

"We  were  also  forced  into  sometimes  learning  how  to  let 
go  oi  decision  making.  It's  one  thing  to  make  decisions,  or  to 
let  somebody  a  floor  below  you  make  decisions.  But  letting 
someone  5,000  miles  away  make  the  decision  is  a  whole  other 
world.  In  addition,  you  are  doing  it  in  a  regulatory  environ- 
ment that  is  different;  you  are  trying  to  work  through  lan- 
guage and  cultural  issues,  and  all  of  those  things  are  very, 
verj  challenging. 

"[The  way  to  survive  is]  to  rind  people  you  trust  and  then 
tell  them,  'Just  make  the  decision.'  What  vou  don't  want  is 
people  who  gather  a  lot  of  information  but  then  look  to 
somebody  else  to  take  responsibility. 

"In  terms  ot  culture,  it  always  comes  down  to  people. 

The  wonderful  thing  is.  they  tend  to  self-select.  So  if  you  love 

this  environment,  vou  are  probably  very  good  at  operating  in 

oiled  chaos.  It  you  don't,  you  are  usually  overwhelmed 

quickly  ;  out.  We  literally  have  had  people  walk 

irviews,  saving,  'This  is  not  the  place 

i  iffice  and  feeling  the  energy, 

s  in  the  office. 
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THE  COST  COUNTER  "Every  decision  is  last-second,  because 
the  moment  we  make  it,  we  need  to  get  it  implemented," 
says  Steve  Heller,  CFO  of  StarMedia. 

"What  we  want  to  know  is:  'Do  you  understand  you  could 
walk  in  your  first  day  and  sit  at  a  desk  and  no  one  might  talk 
to  you  for  three  days?  Can  you  create  your  own  role  in  that 
environment?  Are  you  going  to  be  comfortable  if  I  can't 
tell  you  what  your  role  is?  Are  you  going  to  be  comfortable 
defining  it?  Are  you  going  to  be  comfortable  if  it  changes  in 
six  months?' 

"Creating  a  culture  is  about  having  the  right  people  in 
place,  having  people  who  can  dig  their  hands  in  the  dirt  and  — 
with  a  snap  of  the  finger — run  to  the  top  of  the  mountain  and 
see  the  whole  picture  and  make  a  decision.  Those  people  are 
hard  to  find,  and  they  are  the  most  important  people  to  run 
these  kinds  of  organizations  at  the  very  early  stages. 

"You  create  an  environment  in  which  decision  making  is 
rewarded.  Not  'proper  decision  making'  or  'improper  decision 
making,'  but  decision  making."  ■ 


Extend  your  reach. 
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All  ramping  companies  share  the  same  distinction:  an 
insatiable  thirst  for  new  customers.  "They  are  your  lifeblood. 
You  can't  be  on  the  ramp  unless  you're  acquiring  new  custo- 
mers," says  Robert  Conti,  COO  and  senior  vice  president  of  the 
Alexander  Group,  an  executive  recruiting  and  consulting  firm. 

What  types  of  people  should  you  hire  to  attract  new 
customers?  "Self -motivated  hunters,"  says  Conti,  who  has 
advised  companies  such  as  Monster.com  and  Commerce  One. 
But  to  keep  the  customers,  you  need  a  different  kind  of  per- 
son, someone  focused  on  customer  management.  Therein  lies 
the  secret  to  profitability  on  the  ramp:  finding  the  balance 
between  acquisition  and  retention. 

"In  ramping  companies  there's  almost  a  singular  focus 
on  acquiring  new  customers,  and  that's  where  the  folklore 
of  the  organization  lies.  About  80%  of  the  effort  is  in  the 


you're  in  the  ramp,  nobody  even  thinks  about  retention  rates. 

"What  is  the  point  of  having  a  customer  when  you  only 
break  even?  For  the  cellular  and  paging  industry,  it's  past  the 
six-month  point  when  you  start  to  make  money.  You've  got 
to  put  the  infrastructure  and  the  support  mechanisms  in 
place,  such  as  customer  support,  to  retain  customers  once  you 
have  them.  You  have  to  start  thinking  about  longer-term 
retention  strategies.  What  are  the  second,  third,  and  fourth 
products  that  we're  going  to  be  selling  to  these  customers? 
How  do  we  make  sure  we  create  customers  for  life? 

"Understanding  the  customer  profitability  model  is  really 
difficult  because  that  model  changes  as  you  bring  on  new 
products  and  services.  In  the  early  phases,  you  don't  care 
about  customer  profitability  because  your  hope  is,  and  the 
business  model  you're  sharing  with  analysts  is,  that  if  we  get 


THE  ADVICE  GIVER  Consultant  Robert  Conti  urges  executives  to  think  about  strategies  for  keeping  customers,  not  just  acquiring  them. 
"The  challenge  is  to  determine  at  what  point  profitability  is  going  to  occur,"  says  Conti. 


new-customer  acquisition  phase.  Only  about  20%  of  it  is  in 
managing  existing  accounts.  Salespeople  are  excited  about 
working  at  ramping  companies  because  the  commissions  are 
high.  It's  not  like  the  account  baby-sitting  you  have  to  do 
with  more  mature  organizations. 

"Five  01  six  years  ago  the  cellular  industry  was  interesting 

itch:  It  w  tcused  on  customer  acquisition.  What 

mpanii  -  is  that  they  were  acquiring  customers 

kly. 

•  iiu  r  retention  rate  was 
Early  on,  when 


all  these  customers,  we  will  then  be  profitable.  The  challenge 
is  to  determine  at  what  point  that  is  going  to  occur. 

"Customers  are  much  smarter  today.  They  are  asking  the 
right  questions.  There's  a  much  more  accurate  base  of  infor- 
mation out  there.  Before,  markets  weren't  efficient,  but  now 
they  are  much  more  efficient  because  of  all  the  information 
that's  there.  People  can  say,  'Well,  who  else  is  providing  this 
service?'  In  the  past  you  could  do  a  song  and  dance  from  a 
sales  standpoint  and  say  there's  no  one  else  out  there  like 
us.  Now  people  have  the  ability  to  access  such  information 
on  the  Internet."  ■ 
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Now  it's  easy  to  get  the  communications  capacity  you  need  to  do  business  today.  Teligent's 
SmartWave"  technology  gives  any  size  company  many  of  the  advantages  of  a  fiber-optic 
connection,  all  from  our  small  antenna  on  the  roof  of  your  office  building.  You  get  Internet  access 
up  to  100  times  faster  than  a  dial-up  connection.  Enough  power  for  full-motion  videoconferencing. 
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as  low  as  5.5c  a  minute.  Contact  us.  After  all.  we  know  how  much  you  l^f  H^l^?l  H 

appreciate  a  good  idea.  For  more  information,  visit  www.  teligent.  com.  The  smart  way  to  communicate 
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STOP  THE  POLITICS 


The  U.S.  business  world  is  in  a  race  for  talent.  Tom  Peters 
says  it's  the  most  critical  component  for  getting  bigger  and 
faster.  How  do  you  gain  and  keep  talent  when  your  company  is 
growing  exponentially?  For  ramping  companies,  the  preferred 
strategy  is  acquisitions.  But  keeping  new  employees,  who  have 
no  loyalty  to  their  new  company,  is  the  hard  part.  Below,  two 
members  of  Phone. corn's  (No.  15  on  our  list)  executive  team 
talk  about  creating  a  corporate  culture,  keeping  employees, 
and  finding  the  Zen  place. 

Ben  Linder,  VP  of  marketing  for  Phone.com,  says,  "When 
you  grow  by  acquisition,  there  is  a  danger  in  preserving 
the  company's  culture  and  values.  We  acquired  a  European 
company,  APiON,  with  120  employees  in  October,  and 
a  U.S. -based  company  with  40  employees,  called  ©Motion, 
in  December.  Of  our  500  employees,  160  were  brought  on 
by  acquisition. 

"To  preserve  the  company  culture,  we  instituted  a  very 
methodical  orientation  and  training  about  the  company's 
values,  something  smaller  companies  often  forget  about.  One 


THE  POLICY  MAKER  "A  political  act  is  grounds  for  termination," 
says  Ben  Linder,  VP  of  marketing  at  Phone.com. 

value  is,  we  do  not  allow  politics.  A  political  act  is  grounds 
for  termination.  'Polities'  means  any  act  that  is  in  your  own 
self-interest  but  that  is  not  in  the  interest  of  the  company,  or 
s  another  person  in  the  company. 

An  example  is  scheming  to  make  somebody  look  bad  or 

>ne  else  for  your  mistake — the  kind  of 

•Htica  ling  you  get  in  large  companies 

n  glory  as  opposed  to  the 
Hi  i  is  to  say  no  politics. 


or  you  get  fired.  The  positive  way  is  to  say  everyone  must 
have  the  company's  interest  at  heart. 

"Within  our  management  team  we  follow  that  religiously. 
So  whenever  I  hear  someone  in  my  group  saying  that  another 
group  is  useless  or  incompetent,  or  a  particular  person  is  incom- 
petent, I  just  say,  'Look,  don't  tell  it  to  me.  Go  tell  it  to  them. 
It  doesn't  do  any  good  to  tell  me  and  moan  about  it.  Go  face  it.' 

"It's  a  very  straightforward  culture.  So  we  enumerated  all 
our  core  values  and  put  them  on  a  Web  site.  This  is  what 
everyone  lives  by  in  this  company." 

Alain  Rossmann,  chairman  and  CEO  of  Phone.com,  says, 
"We  are  going  so  fast  that  we  constantly  need  more  talent, 
skill,  depth,  and  experience.  We've  done  a  pretty  good  job  of 
identifying  guys  who  are  really  growing  with  the  business,  and 
we  are  molding  the  company  around  them. 

"Qualified  human  capital  is  in  a  terrible  shortage.  When 
human  capital  is  constrained,  you  have  to  get  more  produc- 
tivity from  each  and  every  individual.  It  doesn't  matter  how 
much  you  spend.  Their  increased  productivity — 10%  or 
more — is  worth  any  reasonable  amount  of  money.  Once  you 
go  through  that,  it  becomes  clear  that  letting  people  work 
from  home  is  one  such  tool  for  increasing  productivity.  Engi- 
neers will  produce  more  code  if  they  are  allowed  to  work 
anywhere  they  want,  because  they  can  do  it  at  3  a.m.  on 
Sunday  if  they  choose.  We  made  the  investment  to  get  them 
powerful  workstations  and  DSL  access  at  home.  They  have  a 
complete  setup.  Now,  they  can't  tell  the  difference  between 
home  and  work. 

"When  I  started  this  policy,  we  had  a  rule  that  nobody  had 
to  be  in  the  office  Tuesdays,  Wednesdays,  or  Thursdays.  You 
can't  do  that  forever  because  communication  breaks  down. 
People  need  more  face  time  to  interact,  so  we  had  to  amend 
the  rules  and  make  it  that  only  the  senior  guys  and  power 
coders  could  work  at  home. 

"We  are  getting  tremendous  productivity  increases.  Some 
people  code  better  at  home.  You  can  see  how  many  lines  of 
code  per  unit  of  time  people  are  writing.  We  can  see  how 
much  they  are  doing  at  home,  and  it's  a  lot.  We  see  that  they 
put  more  hours  in  as  a  result. 

"We  have  a  set  of  values  we  stick  to  that  are  pretty  simple. 
We  are  results-oriented.  So  we  say,  'Guys,  the  biggest  thing 
you've  got  to  do  is  forget  your  ego,  forget  politics,  think  about 
results.'  So  people  have  to  agree  that,  'Look,  you  were  a  VP,  but 
you  are  going  to  be  a  director  now.'  They  say,  'Fine,  let's  move.' 

We've  achieved  a  flexible  culture  where  people  understand 
that  nothing  matters  but  surviving  the  hypergrowth,  the 
tornado.  You  have  to  shed  the  personal  side  and  think,  if  I'm 
not  the  right  guy,  who  is  the  right  guy?'  It  helps  that  every- 
body is  a  shareholder,  and  there  are  tremendous  rewards  for 
succeeding.  That  lines  up  the  whole  thing.  But  the  personal 
emotions  have  to  go.  That's  the  biggest  thing.  With  this 
hypergrowth  phase,  you  have  to  be  as  egoless  as  you  can. 
Because  if  your  ego  gets  in  the  way,  then  you  make  bad 
decisions  and  introduce  rigidities.  You've  got  to  clear  your 
mind.  Once  you  are  there,  that's  a  Zen  place."  ■ 
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HE  finally  said  it.  It  took  three  hours,  but  he 
finally  admitted  it:  "It's  absolutely  critical." 
Harold  and  I  are  at  Applewood  Pizza  in 
Menlo  Park,  California,  sharing  a  medium 
barbecue  chicken  pizza  while  he  tells  me  about 
the  popular  practice  of  "earnings  management." 
Some  people  call  it  "massaging  the  numbers"  or  "cookie-jar 
accounting."  Whatever  the  term,  Harold  grudgingly  confirms 
its  place  in  the  financial  world:  "critical." 

Accounting  and  finance  executives  hate  talking  to  the  press. 

They  protect  their  accounting  practices  and  identities  as  if  they 

were  international  spies.  That's  why  it  took  Howard  so  long  to 

fess  up.  And  that's  why  all  names  in  this  article  are  pseudonyms. 

Harold  is  a  high-level  bean  counter  who  spent  the  mid- 

990s  working  in  the    orporate  audit  department  of  a  Big 

Hinting  firm  in  !     con  Valley.  Today  he  works  directly 
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To  keep  the  Ramp 
smooth  and 
pretty,  companies 
knead  their 
earnings 


BY  DAVID  RAYMOND 


with  the  CFO  and  CEO  of  a  high  tech  company.  He  knows  the 
inner  workings  of  high  tech  finance,  and  he  knows  how  to 
manage  earnings. 

"We're  painting  a  picture  for  investors,"  says  Harold.  And 
a  landscape  of  spiky  growth  does  not  inspire  confidence. 
"They  want  to  know  that  it's  business  as  usual." 

But  Arthur  Levitt,  chairman  of  the  Securities  and  Exchange 
Commission  (SEC),  understands  what  financial  executives 
don't  readily  acknowledge.  In  a  speech  titled  "The  Numbers 
Game,"  Levitt  fingered  "the  zeal  to  satisfy  consensus  earnings 
estimates  and  project  a  smooth  earnings  path"  as  the  impetus 
for  slippery  earnings  reporting.  Conclusion:  The  upward 
sloping  ramp  is  a  powerful  intoxicant. 

"It's  called  building  your  war  chest,"  Harold  explains. 
"Your  balance  sheet  is  your  war  chest."  For  example,  by  sim- 
ply modifying  how  much  it  expects  to  pay  out  for  faulty 
products  covered  by  warranty  or  by  changing  the  allowance 
for  products  to  be  returned,  Harold's  company  can  easily 
tweak  its  income. 

These  little  changes  are  like  steroids  for  a  company's 
Financials — they  allow  a  business  to  boost  earnings  muscle 
with  little  additional  effort.  But  companies  riding  the  ramp 
are  more  concerned  about  smooth  trend  lines  than  bloated 
earnings  numbers.  As  Levitt  explains,  "Trickery  is  employed 
to  obscure  actual  financial  volatility." 

Harold  wouldn't  talk  about  the  details  of  any  adjustments 
made  at  his  company.  But  Jack  Ciesielski,  author  of  The  Ana- 
lyst's Accounting  Observer,  frequently  shares  the  example  of 
companies  altering  pension  plan  assumptions. 

In  simple  terms,  companies  both  manage  pension  funds  (a 
large  asset  that  earns  investment  interest)  and  take  on  pension 
liabilities — the  assumed  future  obligation  to  retired  employees. 


Ostensibly,  those  liabilities  are  offset  by  the  pension  fund  and 
its  investment  returns.  Any  excess  returns  can  be  amortized 
and  taken  as  a  pension  credit,  which  can  boost  earnings. 
Tweaking  the  rate-of-return  "assumption"  affects  the  amount 
that  can  be  amortized,  which  can,  in  turn,  affect  earnings. 

"While  not  always  unjustified,  companies  can  turn  those 
numbers  like  a  knob  on  the  radio  to  get  the  earnings  they 
want,"  says  Ciesielski. 

This  practice  has  a  long  history:  According  to  Ciesielski, 
General  Electric  bumped  its  pension  plan  earnings  assump- 
tion by  one  percentage  point,  from  8.5%  to  9.5%,  in  1991. 
The  adjustment  allowed  GE  to  book  an  after-tax  credit  of 
$153  million — enough  to  post  an  earnings  increase  for  the 
year.  Without  the  adjustment,  GE's  earnings  would  have 
declined  2.5%  from  the  previous  year. 

That's  just  one  example  of  how  a  company  can  manipulate 
its  earnings.  Similar  tweaking  is  going  on  all  the  time,  in 
almost  every  public  company  in  the  country.  As  Harold  points 
out,  "Most  of  it  is  legal,  in  strict  terms."  He  admits,  though, 
that  what  some  companies  do  is  "just  downright  wrong." 

Mostly,  however,  the  massaging  falls  into  a  gray  area.  But 
don't  tell  that  to  the  SEC.  Says  Levitt,  "Too  many  corporate 
managers,  auditors,  and  analysts  are  participants  in  a  game  of 
nods  and  winks."  And  he's  worried  that  financial  manage- 
ment "may  be  giving  way  to  manipulation,"  and  "integrity 
may  be  losing  out  to  illusion." 

"Well,  I  don't  think  it's  that  bad,"  says  Allen,  who  is  call- 
ing me  from  the  cell  phone  in  his  car.  His  voice  sounds  tired 
as  he  drives  down  Highway  101  just  after  his  company — an 
Internet  business — reported  earnings  for  the  quarter.  One  of 
the  firm's  top  financial  executives,  Allen  helped  sculpt  those 
numbers.  "These  things  are  different  for  every  industry." 

Allen  argues  that  the  Internet  sector  is  not  as  disposed  as 
other  sectors  to  abuse  earnings.  Compared  to  traditional  firms, 
he  says,  Web  companies  have  a  more  efficient  business  model 
since  they're  not  bogged  down  with  returnables  and  inventories. 

But  the  very  simplicity  of  Internet  firms  opens  them  up  for 
more  serious  financial  manipulation.  The  deception  du  jour 
is  barter  revenue  recognition.  Example:  If  a  Web  company 
traded  a  hundred  banner  ads  for  $10,000  worth  of  computer 
cables,  it  could  recognize  that  as  $10,000  in  revenue.  It  could 
also  capitalize  the  cables  and  amortize  them  over  a  span  of 
several  years.  The  whole  transaction  "creates  an  inflated  top 
line,"  says  Allen.  "And  the  SEC  is  really  looking  into  it." 

Not  often  does  a  financial  employee  admit  that  creative 
accounting  is  illegal,  or  even  all  that  wrong.  And  to  point  a  fin- 
ger at  another  company  would  be  to  point  a  finger  at  oneself. 


"I'm  glad  you  noticed  that,"  says  Monty,  CEO  of  a  Valley 
software  company.  He's  in  a  good  mood.  He's  buzzing  from 
meeting  to  meeting  in  a  limo — flush  with  crystal  drinkware 
and  flowing  libations.  He's  out  hustling  investors,  but  he 
is  watching  his  competition  with  a  keen  eye.  "A  lot  of  these 
companies  are  playing  the  game.  Even  the  analysts  are  under 
pressure  to  support  it." 

The  game  Monty  is  talking  about  is  that  of  earnings 
management  and  dubious  dealings  among  companies.  No 
doubt,  Monty  plays  the  game  to  some  extent.  He'd  be  a 
fool  not  to. 

But  these  are  good  times.  The  markets  are  soaring.  The 
economy  is  robust.  And  technology  is  leading  the  pack.  Com- 
panies don't  need  to  manipulate  data  to  sell  more  chips  or 
switches  or  software.  So,  why  the  shenanigans? 

"Companies  are  under  a  lot  of  pressure  to  keep  current 
metrics  looking  good,"  says  Harold.  "The  business  may  be 
trending  in  one  direction  or  the  other,  but  we  have  to  always 
make  it  look  good.  Companies  work  hard  to  protect  things 
like  margins.  It's  all  about  painting  the  picture." 

As  I  part  ways  with  Harold,  I  ask  about  Monty's 
company.  "If  they're  not  doing  it,"  he  says,  "then  they  aren't 
well  managed."  ■ 
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THE  LEG  OF  THE  BULL  MARKET  that  lifted  the 
Dow  from  7,000  to  its  record  high  of  11,750 
has  rained  enormous  psychological  problems  on 
the  citizens  of  this  great  nation.  First  off,  while 
roughly  50%  of  U.S  households  now  own  stock, 
either  directly  or  through  mutual  funds,  pension 
funds,  or  employee  stock  ownership  plans  (ESOPs),  the  other 
50%  do  not.  Many  of  those  who  do  not  own  stock — migrant 
workers,  immigrants,  kindergarten  dropouts — were  never 
formally  invited  to  life's  rich  banquet  in  the  first  place,  so 
they  probably  do  not  feel  any  worse  than  poor  people  have 
always  felt.  To  paraphrase  the  Good  Book,  the  poor  will 
always  be  with'  us,  or  at  least  until  they  start  buying  Sun 
Microsystems  at  5. 

But  not  all  of  these  unfortunate  people  are  poor,  unsophis- 
ticated, or  both.  Some  of  the  individuals  who  missed  out  on 
the  current  market  boom  are  senior  citizens  permanently 
scarred  by  the  Great  Depression.  Others  are  left-leaning  types 
hamstrung  by  a  philosophical  aversion  to  capitalism.  People 
such  as  these  are  loath  to  participate  in  an  economic  system 
that  they  believe  enriches  the  few  at  the  expense  of  the  many, 


It's  no  fun  being  a  loser 

in  these  winning  times 


BY  JOE  QUEENAN 

because  once  the  many  start  outnumbering  the 
few,  it  makes  their  economic  theories  look  even 
dumber  than  they  seemed  at  first.  This  is  the  state 
of  affairs  that  exists  today. 

A  third  surprisingly  large  group  of  Americans 
who  have  missed  out  on  the  current  market  boom 
are  schadenfreude  buffs.  Schadenfreuders  are  people 
paralyzed  by  a  sort  of  fiscal  Rumpelstiltskinism 
that  makes  the  contemplation  of  other  people's 
misfortune  more  pleasurable  than  the  accumula- 
tion of  their  own  wealth.  The  Rumpelstiltskinites 
have  had  little  to  smile  about  in  recent  years;  with 
the  exception  of  a  few  days  in  October  1987  and 
October  1997,  schadenfreude  is  an  emotion  that 
has  been  almost  impossible  to  indulge  in  since 
1982.  Things  have  gotten  so  bad  that  some  schad- 
enfreuders have  stopped  dreaming  of  a  global 
financial  meltdown  and  are  instead  praying  for 
Armageddon.  This  is  a  wise  psychological  defense  mecha- 
nism, as  most  financial  observers  now  believe  that  on  the  day 
that  Armageddon  arrives,  Amazon.com  will  still  probably  be 
up  26  points. 

One  question  that  perplexes  sociologists  is  why,  in  a  country 
where  a  full  50%  of  the  populace  remains  uninvested,  it  is 
almost  impossible  to  find  anyone  who  does  not  claim  to  have 
gotten  rich  by  investing  in  the  stock  market.  The  answer  is 
simple:  We  are  now  experiencing  a  nationwide  epidemic  of 
deceit.  For  starters,  let  us  recall  that  not  every  American  who 
now  owns  stocks  bought  the  right  stocks  or  bought  them 
at  the  right  time.  As  vaunted  money  manager  Scott  Black 
pointed  out  in  the  January  2000  Barron's  "Roundtable,"  51% 
of  all  Nasdaq  stocks  had  tumbled  at  least  40%  from  their 
52-week  highs  in  fiscal  1999,  and  40%  of  all  New  York  Stock 
Exchange  stocks  were  down  at  least  37%.  Somebody  owned 
those  stocks.  But  to  get  anyone  to  admit  that  they  bought 
Internet  highfliers  at  their  peak  and  then  watched  helplessly 
as  they  ratcheted  down  is  impossible. 

This  brings  us  to  a  second  widespread  development: 
investors'  penchant  for  routinely  lying  about  when  they 
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bought  stocks.  Money  managers  are  notorious  for  end- 
of-the-year  buying  and  selling  sprees  in  which  they 
purge  their  portfolios  of  high-profile  underachievers  and 
load  up  on  the  year's  biggest  winners,  hoping  that  share- 
holders will  not  notice  when  they  made  these  purchases. 
But  individual  investors  do  window  dressing  like  this  as 
well.  In  my  own  informal  survey  of  stockholder  behav- 
ior— largely  conducted  in  YMCA  locker  rooms  after 
pickup  basketball  games — I  have  noticed  that  the  boys 
like  to  throw  around  names  like  AOL,  Intel,  Microsoft, 
and  Cisco  Systems,  speaking  in  rapt  tones  about  their 
sterling  holdings  as  if  they  were  beloved  children.  And 
sometimes,  more  beloved  than  their  children. 

What  the  boys  don't  tell  you  is  that  they  bought  these 
stocks  at  or  near  their  peaks.  And  another  thing  they 
don't  tell  you  is  how  many  shares  they  own.  If  you 
bought  1,000  shares  of  Motorola  back  when  the  stock 
was  dead  and  buried,  you've  got  something  to  smile 
about.  But  if  you  bought  a  paltry  15  shares  when  it  hit 
150,  well,  you'll  just  have  to  wait  and  see  what  happens. 

Another  classic  bull  market  wretch  is  the  person  who 
either  bails  out  of  the  market  during  one  of  its  periodic 
meltdowns  or  who  claims  to  have  done  so.  When  the 
Dow  slid  from  above  9,000  to  the  high  7,000s  two  years 
ago,  one  of  my  closest  friends  could  not  resist  publicly 

Most  financial  observers  now  believe 
that  the  day  Armageddon  arrives, 
Amazon.com  will  still  be  up  26  points. 

congratulating  himself  for  fleeing  the  building  before 
the  house  burned  to  the  ground.  Alas,  the  house  did  not 
burn  down;  it  was  only  a  tiny  conflagration  in  the  linen 
closet.  Since  that  time  I  have  kept  close  tabs  on  my 
friend,  never  failing  to  tweak  him  for  losing  heart  the 
first  time  disaster  seemed  to  be  in  the  offing.  Indeed, 
whenever  the  opportunity  presents  itself,  I  ask,  "So 
when  did  you  say  it  was  that  you  bailed  out  of  the  stock 
market,  and  how  are  those  money  market  yields  work- 
ing out  for  you  now?"  Or  cite  the  old  Forbes  slogan, 
"No  guts,  no  glory."  Which,  in  the  current  environment, 
translates  into  "No  guts,  no  early  retirement." 

One  underexamined  phenomenon  is  the  effect  that 
seemingly  universal  prosperity  has  exerted  on  the  man- 
agement and  employees  of  high  tech  companies  that 
have  been  ramping  down  while  everyone  else  seems  to 
be  ramping  up.  Right  now,  the  corporate  graveyard  is 
filled  with  online  retailers  that  have  not  set  the  world  on 
fire,  Internet  stocks  that  went  into  the  tank,  sizzling  IPOs 
that  proved  to  be  flashes  in  the  pan.  What  could  be 
worse  than  to  actually  work  for  one  of  these  pathetic 
outfits?  Or  to  run  one? 

Consider  a  family  in  which  one  person  went  to  work 

tanazon.com  and  the  other  went  to  work  for  Value 

America.  It's  like  a  family  of  Central  European  fortune 

ill  which  one  brother  decided  to  emigrate  to  Sili- 
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con  Valley  and  the  other  took  the  night  train  to  Kabul., 
Surely,  marriage  counselors  all  across  America  must  see! 
their  waiting  rooms  filled  to  overflowing  with  two- 
income  households  in  which  one  partner  took  a  job  with 
Dell  and  the  other  took  a  job  with  DEC. 

Since  so  many  Americans  either  missed  the  bull  mar-i 
ket  entirely,  or  got  out  prematurely,  or  bought  the 
wrong  stocks,  or — God  forbid — shorted  the  Internet  in 
1996,  it  is  in  all  of  our  best  interests  to  help  nurture 
these  people  back  to  full  mental  health.  After  all,  who 
wants  to  spend  the  rest  of  his  life  in  a  country  where, 
50%  of  the  citizens  spend  all  their  time  moping  because 
they  thought  the  bull  market  was  a  fad? 

How  can  we  help  bull  market  sideliners  cope  withi 
their  anguish?  Here  are  a  few  handy  tips  for  the  legions 
of  sad  sacks  who  would  like  to  stop  beating  up  on  them- 
selves for  sitting  out  the  Gold  Rush. 

Immediately  buy  a  handful  of  shares  in  AOL,  Lucent, 
Cisco,  or  one  of  the  top-performing  Internet  stocks.  No 
one  is  ever  going  to  find  out  when  you  bought  them  or 
how  many  shares  you  own,  and  even  if  they  go  down 
50%,  you  can  always  say  that  you  bought  them  in 
1992,  so  you're  still  way  ahead  of  the  game. 

If  you  are  unfortunate  enough  to  work  for  a  high 
tech  company  whose  stock  has  steadily  nose-dived 
while  every  other  company  in  the  industry  has  been 
making  money  hand  over  fist,  tell  your  friends  and 
neighbors  that  you  were  prescient  enough  to  nix  your 
employer's  ESOP. 

Never  gloat  about  a  stock  that  you  wisely  unloaded 
until  the  company  is  officially  in  Chapter  11  and  the 
CEO  is  doing  time  in  Allenwood.  The  perverse  thing 
about  this  bull  market  is  that  even  the  most  cadaverous 
companies  will  eventually  climb  out  of  the  sepulchre 
and  make  you  look  like  an  idiot — even  the  companies 
that  are  run  by  idiots. 


And  here's  one  final  bit  of  advice,  reserved  for  those 
unrepentant  spoilsports  who  would  rather  see  their 
countrymen  lose  all  their  money  than  make  some  of  it 
themselves.  If  the  market  does  finally  self-immolate,  and 
the  Dow  does  crash  all  the  way  back  down  to  782, 
people  like  me  are  going  to  spend  the  rest  of  our  lives 
telling  everyone  that  we  got  out  at  10,998.  And  if  any- 
one wants  to  know  what  happened  to  the  McMansion, 
the  yacht,  the  apartment  in  Paris,  and  the  three  Maser- 
atis,  we'll  fib  and  say  that  they  were  casualties  of  the 
third  divorce.  It's  true  that  it's  better  to  have  loved  and 
lost  than  never  to  have  loved  at  all.  But  it's  even  better 
to  lie  about  having  loved  and  lost.  Especially  if  you're 
lying  about  when  you  bought  Cisco  Systems.  ■ 


Joe  Queenan  is  a  contributing  editor  at  GQ  and 
Movieline.  He  owns  stock  in  Motorola  and  Microsoft, 
which  he  presumably  bought  at  their  historic  low  and 
plans  to  sell  at  their  historic  high. 
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BY  BLAISE  ZEREGA 

uring  the  late  1990s,  to  consid- 
erable public  humiliation,  Bank  of 
[America  stumbled  twice  trying  to 
join  the  elite  club  of  high  tech 
IPO  underwriters.  First  it  acquired 
venerable  Robertson  Stephens;  then, 
through  its  merger  with  NationsBank,  it  assumed 
control  of  Montgomery  Securities.  Both  acquisitions, 
however,  ended  badly:  BofA  divested  Robertson 
Stephens  to  BankBoston  (now  FleetBoston),  and 
shortly  after  its  merger  with  NationsBank,  more 
than  100  Montgomery  employees  marched  out 
with  chief  executive  Thorn  Weisel. 

At  the  time,  the  press  devoted  a  lot  of  coverage 
to  what  happened  and  why,  describing  it  as  con- 
servative corporate  executives  fighting  with 
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Thanks  to  its 
own  stupidity. 
Bank  of  America 
was  left  out  of  the 
biggest  IPO  rush 
in  history. 


brash  investment  bankers,  leading  to  an 
incredible  loss  of  human  capital.  Yet  few 
have  examined  the  long-term  monetary 
costs  of  BofA's  blunders.  And,  as  it  turns 
out,  they  are  considerable. 

In  1999,  U.S.  companies  staged  more 
than  17,000  debt  and  equity  offerings, 
generating  more  than  $  12  billion  in  fees 
for  their  investment  banks,  according 
to  Thomson  Financial  Securities  Data. 
During  this  same  period,  BofA  Securities 
managed  to  capture  only  1.5%  of  these 
offerings,  for  a  paltry  $181.2  million  in 
fees.  Meanwhile,  top-tier  investment 
banks  Morgan  Stanley  Dean  Witter  and 
Goldman  Sachs  garnered  fees  as  much 
as  10  times  that  amount,  roughly  $1.9 
billion  and  $1.7  billion,  respectively. 
In  the  world  of  IPOs,  BofA's  demise 
is  even  more  apparent.  In  fact,  America's  second- 
largest  bank  was  virtually  left  out  of  the  biggest 
IPO  rush  of  all  time — one  largely  fueled  by  high 
tech  issues.  In  1999,  the  market  bore  more  than 
540  first-time  offerings,  totaling  some  $69  billion. 
While  Credit  Suisse  First  Boston  (CSFB),  led  by 
superstar  Frank  Quattrone,  brought  59  companies 
to  market,  raising  $5.9  billion  in  capital,  lowly 
BofA  Securities  was  the  lead  underwriter  of  just 
eight  IPOs  in  the  U.S.  markets,  with  proceeds  of  a 
measly  $518  million.  And  while  CSFB  had  such 
high-flying  IPOs  as  VA  Linux  Systems  (a  provider 
of  Linux  hardware,  software,  and  services  that 
raised  $1.5  billion),  BofA  Securities'  top  performer 
was  Packaged  Ice,  a  maker  of. ..well. ..packaged 
ice.  No  wonder  the  offering  raised  just  $91  million. 
For  one  BofA  banker,  the  ultimate  insult  came 
when  his  team  finally  managed  to  take  a  high  tech 
company  public  in  1999.  On  IPO  day  he  watched 


Forbes  ASAP    April  3,  2000    I     135 


BANK  OF  AMERICA 


as  the  market  reacted — or  rather,  didn't  react.  The  ini- 
tial stock  price  hiccuped  and  then  settled  into  a  long 
snore.  Surprised,  the  banker  asked  a  floor  trader  why. 
The  trader  explained  that  the  IPO  had  been  poorly 
received  because  BofA's  name  was  associated  with  the 
deal.  Soon  after,  the  banker  left  to  join  Quattrone's  team 
at  CSFB. 

Looking  back  on  1999,  even  Barry  Newman,  BofA 
Securities  managing  director  of  corporate  and  investment 
banking,  admits,  "It  was  a  year  of  restabilization."  Trans- 
lation: BofA  has  a  long  way  to  go  to  regain  the  opportu- 
nities it  let  slip  away  —  if  it  is  even  possible  to  do  so. 

The  chief  obstacle  the  bank  faces  is  attracting  what 
it  so  easily  gave  up:  a  celebrity  investment  banker,  a  Sili- 
con Valley  insider.  "There  is  a  cult  of  personality  around 

In  1999,  BofA  Securities  was  the 
lead  underwriter  of  just  eight  IPOs 
in  the  U.S.  markets,  with  proceeds 
of  a  measly  $518  million. 


the  stars,"  says  Sandy  Robertson,  cofounder  of  Robertson 
Stephens  and  a  longtime  investment  banker.  "It's  a  very 
personalized  business." 

Take  Thorn  Weisel's  departure  from  BofA  in  late 
1998.  Not  only  did  Weisel  leave  but  he  was  eventually 
joined  by  150  members  of  his  banking  team.  The  result? 
While  BofA  was  stumbling  in  1999,  Weisel  launched 
Thomas  Weisel  Partners,  which  ended  up  lead-managing 
six  IPOs  (just  two  less  than  the  much  bigger  BofA). 
Weisel  Partners  also  completed  more  than  40  private 
stock  offerings  and  a  half  dozen  mergers,  generating 
about  $28  million  in  fees. 

The  same  pattern  occurred,  although  on  a  larger 
scale,  with  Quattrone's  CSFB  technology  banking  group. 
After  abruptly  leaving  Deutsche  Bank,  Quattrone  joined 
CSFB  in  mid- 1998,  bringing  with  him  his  all-star  team, 
including  Bill  Brady  and  George  Boutros.  (At  the  time 
Quattrone  left,  the  German  bank  withdrew  from  U.S. 
technology  investing  but  went  on  to  acquire  BT 
Alex. Brown  —  now  DB  Alex. Brown  —  for  its  IPO  opera 
tions  in  1999.)  This  team  is  widely  credited  with  dou- 
bling CSFB's  market  share  in  IPO  underwriting  from  less 
than  4%  in  1998  to  nearly  9%  in  1999,  when  it  led  the 
banking  industry  with  59  issues.  "Frank  lias  done  a  ter- 
rific job  of  transferring  people  with  him  wherever  he 
goes,"  says  Robertson. 

For  BofA  to  regain  what  it  so  stupidly  gave  up,  it, 

too,  must  attract  a  celebrity  banker  capable  of  attracting 

othei  top-notch  talent.  In  February  1999,  the  bank  made 

i  move  toward  this  goal  when  it  hired  Barry  Newman 

Salomon  Smith  Barney.  At  Salomon,  Newman 

technology,  overseeing  a  team 

vorkh      .    that  helped  lead-manage  the 
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bank's  24  IPOs  in  1998.  Although  not  a  superstar  lik 
Quattrone  or  Weisel,  Newman  might  have  what  it  take 
to  be  a  rainmaker.  Already  his  expertise  in  high  tec 
has  helped  shore  up  BofA's  flagging  IPO  underwritin 
business.  In  fact,  BofA  Securities  closed  out  last  yea 
by  lead-managing  four  IPOs  in  the  final  quarter  an 
opening  a  Palo  Alto  office  to  better  serve  prospectiv 
Silicon  Valley  clients. 

Even  more  important,  Newman  seems  to  have  some 
this  cult  of  personality.  When  he  left  Salomon  he  brough 
with  him  PC  Tel,  a  maker  of  communications  software  i 
San  Jose,  California.  "We  don't  think  we  changed  bank 
ers;  we  just  changed  banks,"  says  Andrew  Wahl,  CF( 
and  VP  of  finance  at  PC  Tel.  "We  wanted  to  stick  wit 
the  people  who  really  knew  our  business."  That  pei 
sonal  relationship  culminated  in  an  October  1999  IPO. 

Newman  says  he  wants  BofA  to  compete  with  th 
big-name  IPO  firms  "in  the  same  way  they  compete  wit 
each  other,  by  hiring  high-quality  people  who  wi 
do  whatever  it  takes  to  meet  clients'  needs."  This  strat 
egy  was  put  to  the  test  in  the  case  of  eCollege.com,  a 
online  education  company  in  Denver,  Colorado.  Th 
company  had  selected  BofA  Securities  to  be  its  lea 
underwriter,  based  on  its  relationship  with  Alan  Braver 
man,  head  of  Internet  Research.  However,  in  the  month 
prior  to  going  public,  Braverman  left  BofA.  "At  th 
time,  the  company  spoke  with  a  number  of  other  under 
writers,"  says  Doug  Kelsall,  CFO  at  eCollege.  "But  Bof. 
stayed  the  course,  and  Newman  gave  us  another  grea 
analyst  in  Howard  Block."  ECollege.com  eventually  wen 
public  in  December  1999. 

In  many  ways,  Newman  admits,  he  is  using  the  Qual 
trone  model  to  build  his  own  underwriting  machine 
"I'm  not  ashamed  to  admit  that  the  model  we're  usin 
is  his,"  Newman  says.  "He  is  a  great  banker  with  th 
greatest  people  resources,  bar  none." 

But  imitating  Quattrone  is  neither  easy  nor  cheap 
For  his  part,  Quattrone  attributes  CSFB's  success  to  it 
high-quality  technology  bankers  and  research  analyst: 
which  give  it  depth  across  all  regions,  industries,  an 
product  sectors.  "Developing  that  critical  mass  of  peopl 
requires  a  tremendous  investment  and  a  willingness  o: 
the  part  of  the  bank  to  spend  hundreds  of  millions  o 
dollars  prior  to  receiving  any  revenues,  and  to  be  able  0 
convince  leading  teams  they  should  leave  a  successfu 
firm  that's  clearly  in  a  leadership  position,"  Quattron 
says.  "Why  would  an  investment  banking  team  join 
bank  that  has  a  spotty  track  record  and  is  coming  ti 
the  game  late?" 

But  simply  spending  millions  to  hire  stars  and  bui 
up  Newman's  team  may  not  be  enough.  BofA  has 
convince  potential  hires  that  it  understands  investmen 
banking's  culture.  The  prevailing  attitude  among  man 
investment  bankers  at  focused-equity  shops  is  that  com 
mercial  banks'  bureaucratic  rank-and-file  simply  don 
understand  the  ways  of  the  high  tech  world.  In  tradi 
tional  commercial  banking,  executives  are  rewarded  fo 
seniority  and  loyalty,  and  they  labor  within  a  predictabl 
corporate  structure  built  upon  regular  hours,  rigi< 
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hierarchies,  and  periodic  salary  reviews.  By  comparison,  invest- 
ment bankers  at  boutique  shops  such  as  Robertson  Stephens 
and  Montgomery  are  risk-taking  daredevils  who  work  long 
hours  for  an  enormous  upside  potential. 

And  it's  not  just  a  problem  with  compensation.  Large 
banks  like  to  acquire  boutique  investment  banks  "in  order  to 
grow  their  fees  from  their  existing  client  base  and  to  sell  them 
equity-based  products,"  says  Weisel.  This  strategy  offends  the 
nature  of  customer-focused  investment  banking — the  hall- 
mark of  Robertson  Stephens  and  Montgomery.  But  for  old- 
school  bankers  the  opportunity  to  cross  sell  services  is  an 
opportunity  too  good  to  pass  up,  even  if  it  means  trampling 
on  the  personal  relationships  between  client  companies  and 
their  investment  banking  team. 

The  obvious  way  to  avoid  this  problem  is  for  the  bank  to 
take  a  hands-off  approach  with  the  equity  firm.  Robertson 
says  that  as  long  as  his  company  was  held  by  BofA,  it  was 
allowed  to  operate  independently.  "Dave  Coulter  told  me, 
'I'm  not  going  to  interfere  with  you  guys.  I'm  going  to  keep 
you  encapsulated,'"  he  recalls.  According  to  Robertson,  his 
staff  could  step  outside  the  capsule  as  needed,  but  the  bank 
was  prohibited  from  stepping  inside  his  division.  "It  worked 
beautifully,"  Robertson  says. 

Apparently  this  tack  is,  at  long  last,  being  taken  by  BofA 
Securities'  parent,  Charlotte,  North  Carolina-based  Nations- 
Bank. "From  our  perspective,  what  we're  running  is  a  tech- 
nology boutique  firm,"  says  Newman.  "The  only  questions 
I  get  from  Charlotte  have  to  do  with  helping  make  our  busi- 
ness stronger  by  helping  us  hire  better  people  and  augment 
our  resources." 


An  often  overlooked  example  of  how  to  integrate  a  small 
investment  bank  with  a  large  commercial  bank  is  CSFB, 
formed  when  Credit  Suisse  and  First  Boston  created  their 
joint  venture  in  1978,  long  before  Frank  Quattrone's  arrival. 
"We  are,  in  fact,  the  only  firm  that  has  successfully  integrated 
a  global  bulge-bracket  investment  bank  with  a  global  com- 
mercial bank  and  actually  have  it  running  smoothly.  That  was 
very  difficult  to  accomplish,"  says  Quattrone.  Other  large 
banks  "are  going  through  a  lot  of  organizational  change  and 
painful  reorganization  trying  to  make  it  happen,"  he  adds. 
The  CSFB  integration,  however,  is  now  more  than  20  years 
old,  and  its  success  was  a  long  time  coming.  BofA  hasn't  the 
luxury  of  20  years  to  work  out  culture  clashes,  devise  com- 
pensation schemes,  and  deal  with  painful  reorganizations. 

And  yet  such  pains  may  well  be  worth  the  trouble: 
Through  the  acquisition  of  boutique  firms,  banks  have  the 
opportunity  to  not  only  gain  deeper  penetration  within  Sili- 
con Valley  but  also  to  reap  greater  profits.  "If  the  big  banks 
can  solve  compensation  questions  by  still  paying  investment 
bankers  on  an  incentive  basis,  it  could  work  for  them  in  the 
long  run,"  Robertson  says.  "The  benefits  of  cross-pollination 
could  be  very  great." 

Still,  Robertson  cautions  that  it  remains  to  be  seen 
whether  ponying  up  wads  of  cash  to  hire  the  best  investment 
bankers  will  catapult  a  large  bank  like  BofA  to  the  top  of  the 
IPO-underwriter  rankings.  "The  quick  answer  is  yes,  they 
could  do  it,  but  it  would  take  a  whole  lot  to  make  that  happen. 

For  Newman,  however,  "It  is  absolutely  an  imperative." 
Joining  the  ranks  of  Goldman,  CSFB,  and  Morgan,  he  says, 
"would  put  us  in  very  good  company." 


Culture  Clash 


In  1997  the  Federal  Reserve  System  revised  the  Bank  Holding  Company  Act  and  Section  20  of  the  Glass-Steagall  Act,  opening 
the  door  for  banks  to  deal  in  securities  and  to  offer  investment  banking  services.  But  rather  than  build  focused-equity  shops 
from  the  ground  up,  large  commercial  banks  sought  to  buy  their  way  into  the  tightly  knit  world  of  investment  banking,  where 
interpersonal  relationships  are  key.  In  the  realm  of  high  tech,  San  Francisco-based  equity  shops  with  deep  ties  to  Silicon  Valley 
were  the  sought-after  fruit.  Unfortunately,  such  acquisitions  have  often  brought  disastrous  results. 
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ACQUIRING    BANK 


FALLOUT 


Robertson  Stephens 


Bank  of  America.  October  1997 


Sold  to  BankBoston  in  November  1998,  which  later 
merged  with  Fleet  Financial  Group  in  October  1999. 
FleetBoston  has  pledged  a  "hands-off  approach." 


Montgomery  Securities 


Hambrecht  &  Quist 
Volpe  Brown  Whelan 

Thomas  Weisel  Partners 
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NationsBank.  June  1997 


Chase  Manhattan.  December  1999 


Prudential  Securities.  December  1999 


Acquisition  Bait? 


BofA  inherited  Montgomery  when  it  was  acquired  by 
NationsBank  in  September  1998,  prompting  the  imme- 
diate departure  of  superstar  Thomas  Weisel  and,  even- 
tually, more  than  150  staff  members. 

Too  soon  to  tell. 

Business  to-business  e-commerce  analyst  Charlie 
Finnie  departed. 


Time  will  tell. 
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Statistically,  the  real  intellectual-capital  drivers 

are  not  what  most  people  think 
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BY  GEOFF  BAUM. 


CHRIS   ITTNER, 


DAVID  LARCKER, 
JONATHAN  LOW, 
TONY  SIESFELD,  AND 


VERY  WEEK,  NEW  DOT-COM  COMPANIES  GO  PUBLIC  WITH 
TINY  REVENUES,  INVISIBLE  PROFITS,  AND  A  SMALL  SHARE  OF  A 
MARKET  NICHE  THAT  MAY  EVAPORATE  IN  AN  INSTANT.  YET,  WITHIN 
HOURS  OF  THE  WALL  STREET  MORNING  BELL,  THOSE  COMPANIES 
ARE  VALUED  AT  HUNDREDS  OF  MILLIONS  — OR  EVEN  BILLIONS - 
OF  DOLLARS.  So  HOW  MUCH  OF  THAT  VALUATION  IS  REAL? 

Who  knows?  No  one  has  yet  developed  a  systematic  means 
to  tell  us  how  much,  say,  Amazon.com  is  really  worth;  we  have__|CH__,    _    |u|Aihh|b 

no  accounting  system  that  captures  all  the  hidden  values  — 
brand,  human  capital,  partnerships,  intellectual  property — 
embedded  within  the  total  market  valuation  of  a  company  in  the 
new  economy.  There  have  been  too  many  nasty  surprises  recently 

to  allow  us  to  keep  trusting  the  traditional  seal  of  financial  approval,  the  corporate  audit.  If  our 
standard  accounting  system — the  product  of  500  years,  the  primary  metric  of  the  world's  econ- 
omy—  is  broken  or  irrelevant,  we  have  a  very  large  problem.  And  there's  very  little  time  to  fix  it. 
Today,  when  intangible  assets  can  make  up  a  huge  portion  of  a  company's  value,  and  when 
that  value  is  remeasured  every  business  day  by  stock  market  analysts  and  traders,  our  current 
system  of  financial  measurement  has  become  increasingly  disconnected  from  what  appears  to  be 
truly  valuable  in  the  new  economy.  In  the  current  economic  boom,  driven  by  the  high  tech  sec- 
tors, not  only  do  intangible  assets  make  up  nearly  all  of  the  value  of  the  hottest  companies  but 
they  now  may  represent  as  much  as  half  the  value  of  the  entire  U.S.  economy.  If  this  trillion  dol- 
lars of  intellectual  capital  is  a  mirage,  then  we  have  a  catastrophe  on  our  hands. 

We  desperately  need  more  precise  metrics.  But  there  is  a  reason  why,  after  a  decade  of 
research,  intellectual  capital  has  yet  to  be  adequately  measured.  Intangible  assets  live  up  to  their 
name.  They  are  typically  amorphous,  subjective,  and  hard  to  pin  down.  Even  intangible  assets 
that  seem  relatively  straightforward  —  say,  the  value  of  a  company's  computer  net- 
work— are  complicated  by,  upon  closer  inspection,  a  host  of  other  issues,  such  as 
ILLUSTRATIONS  ■  V romjMtibuity,  software,  usage,  and  bandwidth. 

In  April  1999  this  magazine  announced  that  it  was  embarking  on  a  joint  research 
DAVID  PLUNKERT  venture  with  the  Ernst  &  Young  Center  for  Business  Innovation  and  the  Wharton 
Research  Program  on  Value  Creation  in  Organizations  to  develop  the  first  practical 
audit  of  intangible  assets.  We  teamed  up  to  study  how  managers  and  investors  could 
truly  evaluate  nonfinancial  assets  —  and  how  we  at  Forbes  ASAP  could  establish 
real-life,  accurate  metrics  that  could  be  used  in  routine  business  by  investors, 
managers,  and  analysts.  We  also  polled  you,  our  readers,  for  those  nonfinancial 
factors  you  use  to  evaluate  an  investment.  A  year  into  this  research  project,  our 
work  has  just  begun.  Yet  our  study  already  has  begun  to  yield  astonishing  results. 
What  follows  is  a  chronology  of  our  discoveries  to  date,  including  a  first-ever  intel- 
lectual capital-based  audit  of  the  Time  Wamer-AOL  deal. 
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COMPONENTS  OF  VALUE 

What  are  the  key  nonfinancial  factors  in  creating  value  for  the 
modern  corporation?  We  asked  you  that  very  question  in  a 
Forbes  Digital  Tool  survey  last  year.  The  answers  ranged 
from  employees  to  products  to  company  image. 

Historically,  most  intangible  asset  measurements  have 
been  top-down:  Investors  theorize  a  contributing  factor  and 
then  try  to  figure  out  how  to  measure  it.  Our  approach  was 
different.  We  applied  the  categories  to  large  S&P  500  compa- 
nies in  the  durable  and  nondurable  manufacturing  sectors. 
Using  advanced  statistical  techniques,  we  determined  the  abil- 
ity of  each  value-driver  category  to  explain  market  values 
over  and  above  the  amount  explained  by  traditional  account- 
ing assets  and  liabilities.  We  then  combined  the  categories 
into  the  Forbes  ASAP/Ernst  &  Young  Value  Creation  Index 
(VCI),  a  measurement  tool  that  incorporates  the  relative 
importance  of  each  key  economy  value  driver. 

Next,  we  examined  a  wide  variety  of  intangible  asset  cate- 
gories, which  enabled  us  to  identify  the  factors  that  are  signif- 
icant in  creating  value.  Then  we  weighted  the  categories 
according  to  their  importance  in  explaining  market  values, 
thus  avoiding  the  arbitrary,  and  often  incorrect,  weightings 
frequently  used  to  provide  an  overall  assessment  of  intangible 
assets.  What  we  found  was  surprising.  Some  perceived  value 
drivers  translate  into  market  value;  others  do  not. 

HERE'S   WHAT   YOU    SAID    DRIVES 
CORPORATE    VALUE    (IN    RANK    ORDER): 

1.  CUSTOMER  SATISFACTION 

2.  ABILITY  TO  ATTRACT  TALENTED  EMPLOYEES 

3.  INNOVATION 

4.  BRAND  INVESTMENT 

5.  TECHNOLOGY 

6.  ALLIANCES 

7.  QUALITY  OF  MAJOR  PROCESSES.  PRODUCTS,  OR  SERVICES 

8.  ENVIRONMENTAL  PERFORMANCE 

IN    COMPARISON.    HERE'S    WHAT    OUR 
RESEARCH    FOUND    DRIVES    CORPORATE 
VALUE    IN    DURABLE    MANUFACTURING 
(IN    RANK    ORDER): 

1.  INNOVATION 

2.  ABILITY  TO  ATTRACT  TALENTED  EMPLOYEES 
3      ALLIANCES 

4.  QUALITY  OF  MAJOR  PROCESSES.  PRODUCTS.  OR  SERVICES 

5.  ENVIRONMENTAL  PERFORMANCE 
6      BRAND  INVESTMENT 

7.  TECHNOLOGY 

8.  CUSTOMER  SATISFACTION 

Stunning,  isn't  it?  Although  our  readers  rated  the  impor- 
tance  of  alliances  relatively  low,  our  Statistical  analysis  shows 
that  companies  with  more  joint  ventures,  marketing  and  man- 
uring alliances,  and  other  forms  of  partnerships  have 
substantially  higher  market  values.  It  suggests  that  in  the  con- 
'  i       ns  matter.  Alliances  are  incredibly, 

lilarly,  our  results  indicate  thai 

espondents  ranked  it  seventh 

■tor.  product  quality, 

|uality  of  I  t<  n  process,  remains 
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statistically  a  strong  predictor  of  corporate  value.  Just  as 
surprising  is  the  importance  of  environmental  performance. 
Although  most  companies  pay  only  lip  service  to  this  issue, 
and  readers  ranked  it  the  least  important  of  the  value  drivers, 
companies  that  perform  better  in  this  dimension  have  signifi- 
cantly higher  market  values. 

Perhaps  the  most  amazing  result  of  our  research  is  that  two 
intangible  asset  categories — use  of  technology  and  customer 
satisfaction  —  had  no  statistical  association  with  market  values. 
That  means  these  things,  in  contrast  to  our  readers'  percep- 
tions, aren't  helping  companies  create  value  at  all.  For  all  the 
blather  over  the  past  10  years  about  the  importance  of  customer 
satisfaction,  it  apparently  has  no  effect  on  corporate  value. 

Why?  It  may  be  that  real  customer  satisfaction  is  now 
inextricably  tied  to  innovation.  If  your  product  line  is  at 
the  cutting  edge  of  technology,  your  customers  probably 
are  happy;  if  your  products  aren't  state-of-the-art,  then  no 
amount  of  call  centers  and  training  videos  is  going  to  help. 

CREATING  VALUE 

Once  we  had  the  different  intangible  asset  factors  appropriately 
weighted  according  to  their  importance,  we  then  reapplied 
them  to  the  companies  under  study.  To  do  so,  we  computed 
overall  VCI  scores  to  determine  which  companies  from  our 
sample  had  the  highest  level  of  value-creating  intangible 
assets.  In  validation  of  our  work,  the  index  correlated 
nicely  with  market  value.  Our  statistical  analysis  produced  an 
astonishing  0.9  correlation  with  e-commerce  sector  companies. 
The  VCI  scores  for  technology  companies  in  the  durable 
manufacturing  sector  indicate  that  they  have  taken  the  lead 
in  developing  value-relevant  intangible  assets.  However, 
companies  in  the  durable  manufacturing  Top  10  aren't  limited 
to  computer  firms.  Ford  Motor  Co. — a  traditional  Rust  Belt 
manufacturer — ranks  among  the  leaders  in  intangible  assets 
(and  that  was  before  the  company  decided  to  give  computers 
and  Internet  access  to  all  its  employees).  Not  surprisingly, 
pharmaceutical  and  consumer  product  companies  dominate 


the  nondurable  manufacturing  sector,  yet  mainstream  manu- 
facturers such  as  3M  and  DuPont  also  crack  the  Top  10,  due 
in  part  to  their  long  traditions  of  innovation  and  their  strong 
brand  names. 

We  tailored  a  whole  new  set  of  value  drivers  for  Internet 
companies,  because  in  no  other  industry  are  accounting  val- 
ues less  relevant  in  explaining  market  capitalization.  These 
drivers  were  culled  from  a  stand-alone  study  we  did  on 
e-commerce  firms.  Here's  our  list,  in  order  of  importance:  (1) 
alliances,  (2)  innovation,  (3)  eyeballs  (usage  traffic),  (4)  brand 
investment,  (5)  stickiness  (minutes  spent  on  Web  pages). 

Once  again,  the  results  took  us  aback.  Three  categories  had 
substantial  effects  on  e-commerce  market  values.  The  most 
important  was  the  number  of  alliances  and  alliance  partners. 
Investments  in  innovation  (captured  by  research  and  develop- 
ment and  capital  expenditures)  ranked  close  behind. 

Perhaps  the  most  widely  discussed  driver  of  e-commerce 
value — the  number  of  "eyeballs"  viewing  a  Web  site — was 
measured  by  using  data  on  a  site's  visitors,  reach,  or  market 
share,  and  the  number  of  hyperlinks  to  other  sites.  We  found 
that  a  high  visitor  count  also  was  strongly  associated  with 
market  values,  supporting  the  push  by  e-commerce  compa- 
nies to  drive  traffic  through  their  sites  at  almost  any  cost. 

Taken  together,  these  three  category  relations  indicate  that 
the  strength  of  an  e-commerce  company's  network — both  in 
connections  to  its  customers  and  alliances  within  its  economic 
web  of  suppliers  and  other  partners — has  a  profound  effect 
on  a  firm's  value. 

By  contrast,  investment  in  building  brand  awareness  has  no 
statistical  association  with  market  values.  So  much  for  those 
millions  spent  on  Super  Bowl  ads.  Big  marketing  campaigns 
may  boost  the  egos  of  company  executives,  but  our  research 
suggests  they  do  little  to  raise  a  firm's  value.  Equally  surprising, 
"stickiness" — vaunted  as  the  next  competitive  step  after  eye- 
balls— proved  only  a  minor  contributor  to  value. 

The  predictive  ability  of  the  VCI  proved  even  higher  for 
Internet  firms  than  companies  in  the  manufacturing  sectors. 
The  index  alone  can  account  for  nearly  80%  of  an  Internet 
company's  market  value,  with  a  10%  change  in  the  VCI  asso- 
ciated with  a  5%  change  in  market  value. 

So  what  does  it  all  mean?  For  managers,  it  provides  a  set 
of  levers  that,  if  effectively  applied,  can  improve  both  corpo- 
rate performance  and  market  value.  For  investors,  it  offers  a 
powerful  new  way  to  evaluate  how  a  company  is  using  its 
resources  in  creating  value  for  its  shareholders.  For  both 
groups,  the  VCI- holds  out  the  promise  of  a  more  efficient  allo- 
cation of  capital. 

As  time  goes  by,  the  VCI  will  evolve  to  identify  new  value- 
creation  drivers,  while  maintaining  enough  flexibility  to  adapt 
to  the  constantly  changing  nature  of  the  companies  that  are 
producing  value  in  the  connected  economy.  Look  for  more  on 
the  VCI  in  future  issues  of  Forbes  ASAP.  ■ 

Chris  Ittner  and  David  Larcker  are  co-directors  of  the  Whar- 
ton Research  Program  on  Value  Creation  in  Organizations. 
Jonathan  Low  is  a  senior  research  fellow  and  Tony  Siesfeld  is 
a  senior  manager  at  Ernst  &  Young's  Center  for  Business 
Innovation.  Michael  S.  Malone  is  editor  and  Geoff  Baum  is  a 
contributing  editor  at  Forbes  ASAP. 


THE  VCI   IN  ACTION 

A  CASE  STUDY  OF  THE  TIME  WARNER-AOL  MERGER 

I  he  Time  Warner-AOL  merger,  announced  just  as  the  first 
phase  of  the  Value  Creation  Index  was  being  completed, 
offered  a  unique  opportunity  to  conduct  the  first-ever  real 
intangible  assets  audit. 

Here's  what  we  already  knew:  Both  AOL  and  Time 
Warner  were  on  our  lists  of  top  value-creating  firms;  AOL 
was  No.  1  in  the  e-commerce  category;  Time  Warner  was 
No.  9  in  the  nondurables  category.  Even  at  first  glance,  it 
seemed  likely  that  Time  Warner  would  get  a  bump  from  the 
merger.  But  could  a  company  such  as  AOL,  already  at  the 
pinnacle  of  its  industry,  see  a  gain? 

As  a  matter  of  fact,  yes.  The  combined  VCI  score  of  the 
two  companies  was  99.99.  After  the  merger,  the  VCI  of  the 
new  combined  firm  climbed  to  100.02.  That  may  not  seem 
like  much,  but  in  light  of  the  already  strong  previous  posi- 
tions in  their  respective  industries,  it  is  enough  to  cause 
some  repositioning  among  Top  10  companies. 

Interestingly,  the  big  gainer  is  AOL,  despite  already 
being  the  dominant  player  in  its  industry.  The  reason  has  to 
do  with  changes  in  the  individual  drivers.  Among  the  things 
Time  Warner  mostly  gains  from  the  merger — technology, 
alliances,  and  innovation — the  first  has  almost  no  effect  on 
the  VCI,  and  the  latter  two,  while  much  more  influential,  are 
little  changed. 

By  comparison,  AOL,  in  buying  credibility  from  the 
merger,  enjoys  a  sizable  jump  in  a  middling  factor:  brand. 
That's  enough  to  take  the  company  to  new  heights  in  value. 
Steve  Case,  it  seems,  is  shrewder  than  we  thought — and 
the  folks  at  Time  Warner  may  end  up  thankful  that  AOL 
came  courting. 


— ~^ 


CAPITALISM  SER 


FRESH  DAILY. 


(  ForbesFinder™        ) 

(  Forbes  Daily/ Wires     } 

(  Forbes  Columnists     ) 

(  Forbes  Rich  Lists      ) 

I  Forbes  Digital  Tools    ) 

(  Best  of  the  Web  Guide  ~) 

Forbescom 


I 


JVINGS  OF  DESIRES 

From  left:  Roger  King,  Mike  Pogue,  and 
inning  of  Sausalito,  California's  BayAngels.com 


BY  SCOTT  LA 
ngels  are  all  around  you.  They 
>ut  in  places  befitting  ange 
cid  desert  spas  in  Santa 
d  Boston's  premier  note 
ether  they  drink  and  di1 
bernet    sauvignon,    po; 
,.,  and  creme  brulee  (or  coffee, 
fresh  fruit  in  the  a.m.  hours) 
speak  not  of  godly  deeds  but  of  the 
Investment  venture. 

In  the  last  three  years,  nearly  50 
groups  have  formed  nationwide  as  pi 
seed-round  investing  has  gained  in  poj 
larity,  drawn  by  the  potential  equity  r 
of  funding  new  technology  comp 
urrently,  more  than  a  million  accr 
igels  have  a  total  of  $20  billion  inve 
than  30,000  technology  sta 
rding  to  estimates  by  Jeffrey 
ector  of  the  Center  for  Venture  Re 


Many  of  these  angels,  who  started 
lone  investors  conducting  due  diligence 
thetr  own,  are  now  realizing  it  makes  bet 

nse — and  for  smarter  investments- 
team  up.  Because  of  this,  the  pioneeri 
Band  of  Angels,  located  in  Silicon  V 
Palo  Alto,  has  become  the  template  I 
other  groups— from  Seattle  to  Boca  Rat< 
and  Los  Angeles  to  Burlington,  Vermont. 
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The  Club  House  at 
Las  Campanas,  the  resi- 
dential community  in 
which  Gathering  of 
Angels  founder  Tarby 
Bryant  lives  and  holds 
his  meetings,  is  styled 
in  traditional  South- 
western decor.  Outside 


investors: 


turning  up 


the  most  unlikely 


Hllg^Cl         fCOlUIOunder  the  stars  of  the   Santa   Fe   sky,   it 

is  not  the  most  convenient  location,  but 
■    a  it  has  ambience.  After  half  an  hour  of 

3r6  or23nizin£.min§ims- Bryam  caiis  the  4°  °r  s°  §uests— 

°'some  there  for  the  first  time — into  the  dining 
room.  Voyager  Communications,  a  local 

fr21l1l*llicil1Cr     onrfsrreamm^   auc^10   company   founded   by 
II  UllvlllOlllga   QllUtwo  ex-Apple  product  managers,  is  busy 

setting  up  its  broadcasting  equipment  to 
a  transmit  the  meeting  live  on  the  Internet 
[I at  gatheringofangels.com.  It  is  also  one  of 
the  presenting  companies.  What  better  way, 
reason  the  two  founders,  John  Chan  and  Bart 
Wilson,  for  potential  investors  to  see  their 
product  at  work? 

As  it  happens,  Voyager's  actual  call  for 
cash,  a  pitch  given  by  Chan  and  Wilson,  is  a 
little  rough  around  the  edges.  Still,  a  number  of 
angels  seem  interested.  Bryant  arranges  for  the 
founders  to  meet  with  Michael  Grantham — 
a  young,  independently  wealthy  investor  and 
former  chairman  of  the  state's  venture  capital 
subcommittee  —  at  Grantham's  small  down- 
town office  the  following  morning.  As  this 
magazine  goes  to  press,  a  term  sheet  has  yet 
to  be  signed  (Grantham  wants  time  to  con- 
duct additional  due  diligence;  meanwhile, 
Voyager  continues  to  court  other  investors), 
but  Wilson  is  confident  that  Grantham  is 
his  local  ace  in  the  hole.  Chalk  one  up  for 
Gathering  of  Angels. 

PHOTOGRAPHS  BY  WILLIAM  MERCER  McLEOD 


The  Texas  Angel 
Investors  meet  at  the 
tony  Barton  Creek 
Country  Club  in  the 
rolling  green  hills  15 
miles  outside  Austin's 
city  center.  The  Texas 
Angels  run  things  a  bit 
differently  than  Bryant's 
group.  Investors  net- 
work while  they  eat  buffet-style,  then  make 
their  way  into  a  bright,  auditorium-like  hall 
nearby  to  hear  company  presentations.  On 
this  particular  evening,  the  company  that 
grabs  the  most  attention  is  not  a  dot-com  but 
a  fledgling  low-cost  network  monitoring 
company  tentatively  called  NetBotz. 

CEO  Gerry  Cullen  makes  a  strong  pitch, 
and  the  technology  has  impressed  Marc  Seriff, 
who  sits  discreetly  in  the  audience.  Seriff,  one 
of  the  original  founders  of  AOL,  now  lives  in 
Austin.  He  plays  a  crucial  role  in  the  angel 
group's  steering  committee,  helping  review 
company  business  plans  and  presentations  a 
few  days  before  they  are  thrown  before  the 
entire  group.  (The  steering  committee  bluntly 
told  Cullen  that  his  wrap-up  was  weak  and 
that  he  should  redo  the  end  of  his  presenta- 
tion. Cullen  has  clearly  followed  that  advice.) 
Seriff  and  Bobby  Inman,  former  White  House 
and  State  Department  adviser  and  former 
deputy  director  of  the  CIA,  contribute  their 
know-how  to  help  the  group's  leaders  weed 
through  the  25  or  so  business  plans  it 
receives  each  month.  Their  insight  and  their 
celebrity  are  invaluable  (see  "Exalt  in  Your 
Diversity,"  page  150). 

After  the  presentations,  the  entrepreneurs 
situate  themselves  around  some  make- 
shift tables  and  wait  to  be  approached  by 
potential  investors.  There  are  no  formal 
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DESERT  BLOOMS 

From  left:  Tarby  Bryant, 
Robert  Allio,  and 
Michael  Grantham 
of  Santa  Fe's 
Gathering  of  Angels 


introductions,  as  in  Santa  Fe;  if  a  deal  is  to  be  made, 
it  will  happen  on  its  own.  As  the  night  wears  on, 
two  of  the  presenting  companies  pack  up,  empty- 
handed.  Even  Seriff  leaves  the  building,  never  having 
cracked  open  his  checkbook.  But  a  local  Lucent  execu- 
tive and  a  former  Cisco  employee  approach  Cullen 
and  invite  him  to  the  bar  out  front.  All  three  close 
down  the  place  at  2  a.m.,  and  Cullen  is  confident  a 
term  sheet  will  follow.  A  week  later,  NetBotz  is 
$250,000  richer. 

Most  angel  groups  operate  informally  like  Santa  Fe's. 
Investors  approach  an  entrepreneur  and  agree  to  an 
investment,  doing  the  deal  on  their  own,  individual 
terms.  But  some  groups,  like  the  Dinner  Club,  which 
meets  in  a  northern  Virginia  suburb  of  Washington, 
D.C.,  invest  as  a  group.  After  a  presentation,  Dinner 
Club  angels  vote,  deciding  on  whether  or  not  to  invest 
in  the  startup. 

To  gain  a  piece  of  the  collective  fund,  each  angel  in  the 
group  agrees  to  contribute  at  least  $80,000  over  three 
years.  Dinner  Club  members  claim  they  do  so  simply  to 
avoid  the  headaches  of  having  too  many  term  sheets,  tax 
forms,  and  individual  shareholders. 

Investing  as  a  group  is  also  a  good  way  to  maximize 
angel  equity  in  startups,  thus  warding  off  "vulture"  cap- 
italists, who  are  increasingly  sneaking  into  earlier 
rounds.  1  ocal  Austin  VC  firm  CenterPoint  even  planted 
a  scout  at  the  Texas  Angels  meeting.  The  scout  called 
NetBotz's  Cullen  and  told  him  that  CenterPoint  was 
interested  in  being  its  lead  VC  investor... and  that  Cullen 
should  not  take  any  angel  money.  "I  had  a  shoe  box 
full  of  checks  and  he  told  me  to  give  them  all  back," 
says  Cullen. 

ALL  ANGEL  INVESTING  IS  LOCAL 

Angels  like  to  invest  in  companies  close  to  home.  Despite 
the  potential  for  companies  to  go  on  a  road  show, 
contacting  angel  groups  nationwide,  such  a  trend 
hasn't  really  materialized.  "There  are  many  pools  of 
money,  but  w  hat  vou  really  want  is  a  local  cheering  sec- 
tion," says  Jefl  Weiss,  cofounder  of  Picture  Network 
International  and  an  investor  at  northern  Virginia's 


Dinner  Club.  Most  angels  often  wil 
claim  they  provide  guidance  anc 
leadership  as  well  as  money  to  start- 
ups. Boston's  CommonAngels,  for 
instance,  consists  primarily  of  formei 
software  entrepreneurs  known  in  the 
angel  community  for  giving  a  refresh- 
ing "been  there,  done  that"  perspective. 

Unlike  the  Gathering  of  Angels,  which  allow; 
anyone  willing  to  pony  up  $50  to  attend  a  meeting 
CommonAngels  of  Boston  limits  its  membership.  Davie 
Solomont,  founding  trustee  and  former  chairperson  o: 
the  Massachusetts  Software  and  Internet  Council,  anc 
CommonAngels'  leader,  thinks  the  large  size  of  some 
angel  groups  is  too  unwieldy.  Because  of  his  owr 

The  10  Commandments 

of  Forming  an  Angel  Group 

NUMBERS   The  group  must  have  a  critical  mass  of 

least  30  private  investors  willing  to  pony  up  a  minimun 

of  $25,000  apiece  over  the  course  of  the  year. 

EXPERIENCE   Fighty  to  ninety  percent  of  the  group' 

members  must  have  a   background  in  high  tech 

preferably  with  an  entrepreneurial  venture. 

WEALTH    Each  member's  net  wealth  should  exceec 

$10  million. 

ATTITUDE    Members    must    be    aware    that   angel 

investing  is  risky  and  should  be  prepared  to  lose  mone? 

on  ventures  that  do  not  pan  out. 

TIME    Investors  must  be  willing  to  spend  at  least  1( 

hours  each  month  helping  with  the  group's  due  diligence 

COMMITMENT    Angels  must  make  it  a  priority  t< 

attend  every  meeting  and  to  serve  in  a  mentoring  role  t< 

entrepreneurs. 

GOOD  DEAL  FLOW   The  group  must  have  a  minimun 

of  50  business  plans  pouring  in  each  month,  from  whic 

to  choose  the  2  to  4  companies  it  will  invite  to  make 

presentation  at  the  group  meeting. 

VENUE  LOCATION   The  angel  meeting  place  must  b 

convenient  for  a  midweek  gathering. 

VENUE    ATMOSPHERE    The  meeting  place  shouh 

be  friendly  and  inviting.  Angel  groups  have  chosei 

private  rooms  at  restaurants,  country  clubs,  hote 

banquet  rooms,  and  university  alumni  clubs.  Food  an«j 

drink  are  a  must. 

ADMINISTRATION    An  angel  group  needs  a  smalj 

outside  staff  to  gather  business  plans,  contact  members! 

produce  brochures,  reserve  venues,  etc.        SCOTT  LAJOI 
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BELTWAY  BUCKS 

From  left  Cal  Simmons,  Jeannette  Lee 
White,  Steve  Walker,  John  May, 
and  Jeff  Weiss  of  northern  Virginia's 
Dinner  Club 


group's  increasing  popularity — largely  due  to  a  front- 
I  page  article  in  the  Boston  Globe — Solomont  has  pro- 
|  posed  that  rather  than  expand  the  group,  they  should 
i  split  it  into  two  separate  entities.  But  the  suggestion 
I  has  met  with  resistance.  "I'd  hate  to  miss  out  on  deals 
that  were  being  presented  to  the  alternative  group," 
says  one  CommonAngel. 

Angel  groups  are  always  happy  to  take  on  more 
savvy  investors.  Says  John  Dunning,  an  investor  at 
BayAngels.com  in  Sausalito,  California:  "We  act  as  fil- 
ters for  one  another  and  for  the  VCs  who  will  eventually 
see  these  companies  in  later  rounds."  Such  filtering  is 
one  of  the  benefits  of  participating  in  a  collective  fund. 
Yet  critics  contend  that  such  a  group  is  less  likely  to  go 
out  on  a  limb.  "I  can  get  them  all  together,  but  will  they 
pull  the  trigger?"  says  John  May,  manager  of  north- 
ern Virginia's  Dinner  Club.  His  club,  however,  has 
invested  $2.2  million  in  four  companies  over  the  past  six 
njonths^  a  rate  just  as  impressive  as  any  other  group's. 

Many  angels  argue  that  a  group's  main  goal  should 
not  be  the  volume  of  deals  but  how  wisely  the  group 
invests.  Figuring  out  which  angel  organizations  are 
doing  well  on  this  score  isn't  easy,  however.  Since  many 
of  the  funded  companies  have  only  private  valuations, 
investment  success  is  difficult  to  compare  and  evaluate. 

WHEN  A  BELL  RINGS... 

Because  of  their  successes,  many  angel  group  leaders  are 
flirting  with  the  idea  of  expanding  into  new  locations. 
"Although  we  wouldn't  go  as  far  as  to  say  we're  fran- 
chising, we  do  see  our  name  gaining  some  cachet  and 
being  recognizable  wherever  you  go,  wherever  you  retire 
to,"  says  Santa  Fe's  Bryant.  Other  angel  veterans,  notably 


Band  of  Angels'  founder  Hans 
Severiens,  are  not  as  sanguine 
about  starting  angel  groups  in 
smaller  markets. 

Bryant  has  targeted  Mobile, 
Alabama;  Hilton  Head,  South 
Carolina;  and  Scottsdale,  Ari- 
zona, as  new  territory  for  the 
Gathering  of  Angels.  Tommy 
Zeiman,  a  lawyer  in  Mobile, 
was  a  special  guest  at  the  Gath- 
ering of  Angels'  meeting  last 
December  to  get  a  feel  for 
the  process  and  operation.  The 
Dinner  Club  also  is  looking  to 
expand  into  the  markets  of 
Texas  and  western  Connecticut. 

Ellen  Sandles  is  starting  a  group,  the  Tri-State  Private 
Investors  Network,  in  the  metropolitan  New  York  area. 
She's  not  doing  it  quite  from  scratch;  she  has  already 
been  organizing  the  Angel  Venture  Forum,  an  annual 
fair  composed  of  investors  in  the  mid-Atlantic  states,  for 
the  past  two  years.  (That's  how  she  met  the  Dinner  Club's 
John  May,  and  Rob  Weber,  founding  member  of  Robin 
Hood,  a  6-month-old  angel  group  based  in  the  suburbs 
of  Philadelphia.)  Business  plans  for  her  new  angel  group 
already  are  pouring  in,  and  25  investors  have  signed  on, 
although  the  group  has  yet  to  meet.  Sandles  is  looking 
to  hold  meetings  at  a  prestigious  university  alumni  club 
in  Manhattan  but  may  also  consider  having  them  in 
New  Jersey  at  a  suburban  country  club. 

If  Bryant's  Scottsdale,  Arizona,  group  actually  devel- 
ops, it  will  compete  somewhat  with  Rich  Marshall  and 
Chris  Augur's  Arizona  Angels,  which  has  been  up  and 
running  for  more  than  a  year.  Places  like  the  San 
Francisco  Bay  Area,  with  extraordinary  deal  flow,  can 
support  numerous  groups  like  the  Band  of  Angels, 
BayAngels.com,  and  a  variety  of  smaller  groups.  But 
can  the  Phoenix  area  draw  enough  deals  to  support 
two  groups?  Will  places  like  Louisville,  Kentucky,  or 
Boca  Raton,  Florida,  whose  venture  capital  networks 
hold  a  monthly  angel  meeting  of  their  own,  ever  get 
their  wings? 

Severiens  is  skeptical.  "Frankly,  most  regions  don't 
have  the  critical  mass,"  he  says.  It  took  two  years  for 
Band  of  Angels,  which  he  founded  in  1995,  to  gain  trac- 
tion and  start  funding  multiple  deals.  Severiens  further 
maintains  that  at  least  90%  of  a  new  angel  group's 
members  have  to  be  from  the  high  tech  sector  if  it  is  to 
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be  truly  successful  funding  high  tech  startups. 
Achieving  that  ratio  in  Boston  is  conceivable; 
in  Austin,  L.A.,  Seattle,  and  northern  Virginia,  it 
is  less  so.  Anywhere  else,  it  is  nearly  impossible, 
says  Severiens. 

A  second  impediment  to  a  group's  growth  may 
be  a  shortage  of  expertise  in  high  tech.  "If  we  don't 
understand  [a  company's]  technology,  we  simply 
don't  invest,"  says  Robin  Hood's  Rob  Weber. 
Weber  is  conscious  that  this  may  lead  to  some 
missed  opportunities.  Given  the  predominance  of 
startups  in  information  technology,  Weber  is  trying 
to  recruit  IT  veterans  into  the  group.  The  members 


Exalt  in  Your  Diversity 

Angel  groups  benefit  from  a  wide  range  of  participants 


The  right  mix  of  personalities  is  crucial  to  the  success  of  an  angel  organization,  and 
members  must  be  willing  to  take  on  specific  roles  to  best  benefit  the  group.  "The 
group  has  not  matured  until  the  members  know  every  strength,  weakness,  and  bias 
of  each  other,"  explains  the  Dinner  Club's  Steve  Walker. 
ARCHANGEL 

This  charismatic  figure  serves  as  the  group's  chief.  In  Santa  Fe,  it  is  Tarby  Bryant; 
Austin,  David  Gerhardt;  northern  Virginia,  John  May;  Boston,  David  Solomont; 
Sausalito,  Mike  Pogue.  The  leader  is  responsible  for  motivating  the  group  and 
being  the  voice  of  reason.  "Nobody  in  Santa  Fe — or  all  of  New  Mexico — has  the 
energy  Tarby  has,"  says  Robert  Allio,  one  of  the  Gathering  of  Angels'  investors. 
Often  a  cofounder  of  the  group  is  just  as  influential  in  the  group's  decision  making, 
but  this  more  magnetic  individual  is  still  seen  as  the  leader. 
PROPHET 

This  person  is  the  most  knowledgeable  and  savvy  investor,  and  quite  often  the  most 
active.  Marc  Seriff  fills  that  role  in  Austin;  Allio  in  Santa  Fe;  John  Dunning  in 
Sausalito.  Older  and  usually  retired,  they  serve  as  mentors  to  many  of  the  young 
entrepreneurs  whose  companies  they  fund.  During  last  December's  Santa  Fe  meet- 
ing, Allio  skipped  a  company  presentation  to  meet  with  an  entrepreneur  whose 
startup  he  bad  invested  in  earlier  that  year. 
CHERUB 

Most  groups  have  a  younger  investor  who  also  plays  a  key  role.  These  individuals 
have  often  risen  to  prominence  due  to  the  sale  of  a  company,  previous  investments, 
or  independent  wealth.  Ken  Lang,  a  former  CTO  at  Lycos,  fills  that  bill  in  Boston; 
Michael  Grantham  and  Jeff  Weiss  are  the  cherubs  of  Santa  Fe  and  northern 
Virginia,  respectively. 
DISCIPLES 

Each  group  also  is  littered  with  a  handful  of  investors  who  have  little  or  no  tech- 
nology background  but  are  curious  about  the  sector  and  have  a  desire  to  invest. 
They  benefit  most  from  other  members'  wisdom.  In  Boston,  one  such  disciple  is 
Ira  Stepanian,  former  i  1  0  oi  BankBoston;  in  Santa  Fe,  it  is  Stephen  Coleman,  an 
optometrist  who  bluntb  admitted  his  ignorance  oi  streaming  video  at  one  meeting. 
The  downside:  "I  have  seen  groups  that  stack  their  membership  with  doctors  and 
lawyers  —  anything  to  get  their  membership  up — and  they're  less  savvy  as  a  result," 
says  Robin  Hood's  Rob  Weber. 
MORTALS 

I  hese  folks  attend  the  meetings  not  to  invest  but  to  sell  their  services  to  entrepre- 
neurial companies.  The  Texas  Angels  allow  reps  from  law  firms  and  various  con- 
sulting companies  to  mingle  with  the  investors,  ottering  their  services  to  startups 
whose  founders  .wc  very  inexperienced  in  these  areas.  They  claim  that  the  added 
networking  benefits  their  grOUj  is  .1  whole.  Some  groups  let  these  folks  in;  others 
see  them    is  ;  distraction.  SCOTT  LAJOIE 


host  cocktail  parties  to  attract  such  prospects. 

Not  every  group  is  keen  on  growing.  More- 
established  groups,  like  the  Dinner  Club  and 
the  CommonAngels,  close  out  membership  at  a 
predetermined  number.  And  not  all  angels  are 
looking  to  socialize.  For  instance,  take  investors 
in  Colorado,  which  has  a  healthy  technology  com- 
munity. More  than  150  individuals  have  registered 
with  Colorado  Capital  Alliance,  a  matchmaking 
network,  but  for  the  most  part,  they  have 
remained  "maverick"  angels,  according  to  Boulder 
Technology  Incubator  President  Jerry  Donahue.  A 
venture  club  does  exist  in  Denver,  but  it  meets  only 
sporadically. 

Colorado  is  the  exception.  Most 
angels  opt  for  the  friendly,  face-to-face 
engagement  of  a  monthly  angel  meeting 
rather  than  relying  on  occasional  con- 
tact from  a  loosely  organized  network. 
"We're  social  animals  by  nature,"  says. 
Mike  Pogue,  president  and  CEO  of 
BayAngels.com.  "These  high-net-worth 
folks  love  to  talk  about  what  they're 
investing  in.  Most  social  situations 
won't  allow  that  without  appearing  like 
a  braggart." 

The  dynamics  of  the  social  situations 
are  extremely  important  (see  "The  10 
Commandments,"  page  148).  Santa  Fe's 
Bryant,  who  once  worked  in  the  eco- 
nomic development  office  in  metropoli- 
tan Atlanta,  called  on  Band  of  Angels' 
Severiens  early  in  the  process  to  seek 
guidance.  Severiens'  advice  was  simple: 
Abandon  your  breakfast  meeting  and 
switch  to  an  evening  get-together. 
Bryant  went  with  it  and  the  deals 
started  popping.  "Everything  is  much 
better  with  red  wine,  the  elixir  of 
finance,"  he  says  in  his  displaced  South- 
ern drawl.  On  the  other  hand,  Boston's 
CommonAngels  and  Seattle's  North- 
west Venture  Group  both  have  stuck 
with  breakfast  meetings,  and  they  have 
been  highly  successful. 

One  thing  is  certain:  The  explosion 
of  new  high  tech  startups,  combined 
with  the  unwillingness  of  most  tradi- 
tional VCs  to  get  involved  in  early- 
round  financing,  will  continue  to  create 
a  rich  opportunity  that  private  investors 
will  not  be  able  to  resist.  Furthermore, 
those  private  investors  will  not  be  able 
to  resist  the  power,  safety,  and  conge- 
niality that  come  with  associating  with 
their  own  kind.  As  long  as  there  are 
entrepreneurs,  there  will  be  angel 
groups  to  lead  them  up  to  the  gates 
of  heaven.  ■ 
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Captivate.  Mesmerize.  It  takes  more  than  the  incredible  power  of  suggestion 
to  transform  your  business.  From  venture  funding,  strategic  consulting  and 
back-end  integration  to  web  development  and  indelible  branding,  it's  rare  to 
find  a  company  that  knows  the  medium  as  well  as  we  do.  If  you  want  a  partner 
that  can  help  you  master  the  most  powerful  tool  in  business,  talk  to  Rare  Medium. 

Building  the  blockbuster  companies  of  the  future."  rare     medium     inc 

(888)  rmedium  •  www.raremedium.com  •  Rare  Medium  Group  Inc.  (NASDAQ: RRRR) 

ATLANTA  •  DALLAS  •  DETROIT  ■  HOUSTON  •  LOS  ANGELES  •  NEW  YORK  •  ORANGE  COUNTY  •  PHOENIX  •  SAN  ANTONIO  •  SAN  FRANCISCO  •  SYDNEY  •  TORONTO 
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If  most  money  managers  know 
so  much  about  making  money, 

WHY  AREN'T  THEY  ON  TH 
FORBES  400  RICH  LIST? 

Yes,  money  iejefs  money.  But  so  does  innovation,  whether  it's  in  internal  wizardry,  telecommunication, 
or  television  production. ..Forbes  has  been  tracking  wealth  creation  for  82  years,  resulting  in  it's  ml 
celebrated  list:  America's  400  Rkhesi  People.  Now  Forbes  has  uncovered  the  source  of  these  individua 
income  by  identifying  the  40  public  companies  which  have  contributed  most  to  their  wealth -and  creat< 
a  unique  performance  index  of  these  companies 
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Forbes  40 

SP500 

Dow 


1990  1991  1992  1993  1994  1995  1996  1997  1998  1999 


Average  Annual  Returns 
Compounded  Annual  Returns 
Cumulative  Returns 


Forbes  Forty  Index  (1) 
27.47% 
25.14% 
841.89% 


S&P  500  (1){2) 
16.13% 
15.31% 
315.74% 


DJIA(1)(2) 
18.89% 
18.35% 

438.97% 


(1)  Represents  returns  including  reinvested  dividends. 


Hypothetical  Growth  of  the  Forbes  40  Index 

Over  the  past  ten  years,  the  projected  growth  of  this  index  surpass! 
the  Dow  Jones  Industrial  Average.  *  And  bettered  the  S&P  500. 


To  check  out  the  performance  of  our  up-to-the-minute  index,  visit 
www.Forbes40.com.  You  might  be  surprised  at  what  you  find 


Biotechnology 

companies  are  trying 

to  cure  cancer, 

heart  disease,  and 

kidney  failure  — 

and  they  also 

create  solid  returns 


BY  CYNTHIA  ROBBINS-ROTH 

During  its  first  two  decades 
of  existence,  the  biotechnol- 
ogy industry  created  more 
than  75  FDA-approved  drugs, 
vaccines,  and  diagnostic  tests  that  have 
completely  changed  the  practice  of 
medicine  and  generated  billions  in  sales 
revenues.  Yet  much  of  the  impact  of 
biotechnology  outside  medicine  has  yet 
to  be  revealed  —  or  even  imagined. 

Investing  in  this  exploding  industry  can  be  both  thrilling 
and  absolutely  terrifying,  thanks  to  the  unpredictable  nature 
of  stock  performance  and  to  some  unique  characteristics  of 
the  industry. 

Much  has  been  written  about  the  riskiness  of  biotech 
stocks.  It's  true:  Individual  companies  certainly  are  dicey 
investments  because  of  the  long  odds  of  drug  development 
and  FDA  approval.  Nevertheless,  individual  and  institutional 
investors  have  found  a  way  to  make  significant  returns 
through  portfolios  of  carefully  chosen  stocks. 

In  a  mixed  portfolio  of  24  biotech  stocks,  one  that  con- 
tained companies  with  both  positive  and  negative  product 
news,  Hambrecht  &  Quist's  biotech  team  found  that  from 
December  30,  1994,  to  June  30,  1999,  investors  would  have 


realized  a  return  of  749% — outperforming  the  Nasdaq  index 
(250%),  the  Russell  2000  index  (80%),  the  Amex  drug  index 
(269%),  and  the  PSE  semiconductor  index  (241%)  during 
that  period. 

Some  individual  stocks  did  even  better.  IDEC  Pharma- 
ceuticals rewarded  patient  investors  with  a  3,526%  increase, 
thanks  to  its  launch  of  the  anticancer  drug  Rituxan.  Medlm- 
mune  delivered  a  3,771%  pop  as  it  drove  two  anti-infective 
products  to  market. 

Biotech  product  development  is  so  complex  and  difficult 
that  it  is  all  but  impossible  to  predict  which  individual  com- 
panies will  be  successful  in  the  long  run  and  which  will  die  a 
painful  death.  Hence  the  necessity  for  strategically  investing 
in  a  portfolio  of  biotech  stocks,  not  just  banking  on  a  single 
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play.  Why  should  that  be  any  more  successful?  Because  there 
is  absolutely  no  doubt  that  health  care  will  continue  to  be  a 
growing  necessity  in  our  society. 

Current  demographics  show  that  a  growing  percentage  of 
the  population  is  entering  a  time  of  life  when  the  diseases  and 
disorders  of  aging  occur — a  boon  for  biotech.  As  Craig  Tay- 
lor, longtime  biotech  investor  and  general  partner  with  Alloy 
Ventures,  puts  it,  "Soon  everyone  will  be  communicating  all 
the  time,  anywhere,  with  beautiful  color  monitors,  but  parts 
of  their  bodies  will  need  fixing."  And  that's  where  biotech 
comes  in. 

Why  invest  in  biotech  stocks  instead  of  sticking  with  safer, 
proven  big-pharma  stocks?  Actually,  it's  probably  not  a  bad 
idea  to  have  both  types  of  companies  in  your  portfolio.  But 
the  tough  public  markets  of  the  late  1990s  meant  that  biotech 
stocks  offered  a  significant  price  advantage  over  their  giant 
counterparts.  And  because  biotech  companies  are  signifi- 
cantly lower  in  market  capitalization  than  their  big-pharma 
cousins,  and  their  stock  prices  tend  to  be  lower,  you  can 
construct  a  diverse  portfolio  and  capture  significant  product 
upside  potential  without  investing  huge  sums. 

Analysts  and  investors  sometimes  complain  that  biotech 
stocks  are  overvalued.  Although  there  are  definitely  times 
when  individual  stocks  seem  pricey,  I  would  argue  that 
biotech  stocks  are  in  fact  undervalued.  For  example,  Merck, 
one  of  the  most  successful  big-pharma  companies  in  the 
world,  has  a  market  cap  of  $168  billion,  compared  to  a 
market  cap  of  $100  billion  for  the  entire  Top  100  list  of 
biotech  companies. 

Given  the  risk  that  any  particular  product  will  fail  before 
reaching  the  marketplace,  it  seems  like  a  good  idea  to  place 
your  investment  bets  where  you  get  the  most  product  oppor- 
tunity bang  for  your  buck.  You  could  buy  into  the  entire  Top 
LOO  public  biotherapeutic  companies  —  and  their  product 
candidate  pipelines  —  for  less  than  the  price  of  one  big- 
pharma  company.  This  suggests  that  the  biotech  industry  is 
still  undervalued,  given  the  product  opportunities  it  holds. 

THE  HISTORY 

It  used  to  be  tairly  straightforward  to  predict  the  benchmarks 

that  would  drive  a  biotech  company's  stock.  During  the 

red-hot  biotech  markets  of  L983,  1^86  to  1987,  and  1991  to 

1992,  any  new  biotech  company  with  a  sexy  science  story 
could  raise  oodles  of  cash.  But  the  rest  of  the  time,  companies 
were  rewarded  with  market  cap  increases  as  they  moved 
product  candidates  through  the  development  benchmarks  ol 
animal  studies  that  showed  the  drug  worked,  then  into  Phases 
1,  II,  and  III  ot  clinical  trials. 

This  nice,  simple  scheme  began  to  fall  apart  from   1992  to 

1993,  when  well-publicized  product  failures  made  it  clear  that 
biotechnology  was  not  going  to  improve  the  odds  ot  product 
development.  I  he  biggest  disappointment,  and  the  most 
damaging  to  the  entire  biotech  sector,  involved  a  trio  ot  com- 
panies (<  entocor,  Xoma,  and  Synergen)  working  on  drugs  to 
treat  sepsis— a  systemic  bacterial  infection  usual!}  affecting 
trauma  and  surgery  patients. 

Not  surprisingly,  the  public  markets  turned  away  from 
ech  ind  other  speculative  high  technology  upstarts  in 
■■  ot  large  cap,  lower-risk  stocks. 


Meanwhile,  biotech  execs  were  forced  to  face  some 
unpleasant  facts:  (1)  Sexy  science  would  carry  them  only 
so  far.  At  some  point,  a  path  to  products  aimed  at  meaning- 
ful markets  had  to  be  clear  to  investors;  (2)  Meeting  early- 
development  milestones  would  no  longer  guarantee  investor 
interest.  Investors  had  been  made  painfully  aware  that  prod- 
uct risk  remained  all  the  way  through  Phase  III  clinical  trials. 

In  response,  biotech  execs  —  egged  on  by  venture 
investors  eager  for  an  IPO,  or  by  their  own  dwindling  bank 
accounts — went  through  several  fads  in  a  desperate  attempt 
to  find  the  magic  combination  of  buzzwords  that  would  lure 
investors  back. 

A  particularly  deadly  fad  was  termed  accelerated  com- 
mercialization: Take  a  young  company  with  early  research 
programs  and  make  it  look  like  a  more  mature  company  by 
"in-licensing"  product  candidates  further  down  the  develop- 
ment path — preferably  in  Phase  II  or  Phase  III  clinical  trials. 
These  candidates  were  usually  sitting  on  the  shelf  at  a  big- 
pharma  company  because  the  market  opportunity  was  not 
sufficiently  large  (i.e.,  less  than  $500  million  in  potential 
annual  revenues)  to  be  worth  the  investment. 

The  problem  was  that  the  young  companies  lacked  the 
experienced  staff  to  identify  and  develop  top-notch  product 
candidates,  as  well  as  the  financial  resources  to  acquire 
those  they  did  find.  The  result?  Mediocre  products  brought 
in-house  took  away  management  time  and  energy — not  to 


Because  folks  who  bought  IDEC  Pharmaceuticals  at  the  end  of  1994  and 
sold  in  mid-1999  got  a  whopping  3,526%  increase  in  stock  price.  That's 
a  lot  better  than  the  performance  of  the  S&P  500  or  the  Nasdaq  index. 

Because  hot  new  markets  usually  stay  hot  just  long  enough  for  the 
early  investors  to  get  out.  By  the  time  the  average  investor  gets  in,  the 
sector  is  already  reacting  to  Wall  Street  concerns  over  net  earnings- 
and  the  roller-coaster  ride  of  stock  price  is  beginning.  Your  chances  of 
buying  high  and  selling  low  increase  with  every  post-IPO  day.  Just  as 
biotech  stocks  lost  their  initial  luster  and  had  to  begin  responding  to 
investors'  calls  to  build  sustainable  businesses  with  revenues,  so,  too, 
will  Internet  stocks. 

Because  the  Top  100  public  biotech  companies  have  an  incredible  140 
products  in  final  stages  of  development  just  as  the  market  for  those 
products  is  growing,  thanks  to  an  aging  population.  The  upside  poten- 
tial for  these  products  and  their  companies  is  huge,  even  given  the 
risk  of  late-stage  failure,  and  biotech  companies  are  the  unchallenged 
champions  at  creating  these  new  drugs 

Because  hot  market  conditions  still  have  left  a  vast  sea  of  undervalued 
stocks  out  there,  just  waiting  for  investors  to  ride  them  back  up.  The 
trick  is  to  make  the  best  guess  as  to  which  will  succeed. 

Because  in  the  end,  it's  important  to  put  your  investment  dollars  to 
work  helping  to  build  something  of  value  And  supporting  research  to 
create  the  first  real  treatment  for  Alzheimer's  disease  is  far  more 
meaningful  than  creating  online  sites  for  having  dog  food  delivered  to 
vour  home 
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mention  funding — from  the  company's  propri- 
etary research,  and  that  failed  to  fire  up  investor 
imagination.  Somehow,  a  company  developing 
hair  products  for  scalp  psoriasis  is  just  not  as 
inspirational  as  a  company  working  on  drugs  to 
combat  deadly  fibrosis  diseases  such  as  kidney 
failure  or  scleroderma. 

BIOTECH   BEHAVIOR 

As  you  can  see  from  the  chart  at  right,  biotech  has 
been  slowly  recovering  ever  since  the  debacle 
of  1992.  Things  have  been  looking  up,  especially 
since  mid-1995,  with  biotech  regaining  lost 
ground  and  mirroring  the  same  basic  upward 
pattern  of  the  broader  stock  market.  In  fact,  the 
biotech  sector  was  so  hot  in  the  last  few  months 
of  1999  that  the  Amex  Biotech  Index  essentially 
caught  up  with  the  S&P  500  index  by  year-end, 
and  blasted  past  in  January  2000. 

But  it's  important  to  realize  that  the  entire 
biotech  sector  does  not  behave  in  the  same 
manner.  The  stocks,  which  fall  into  three  basic 
tiers  according  to  market  capitalization,  show  very  different 
patterns  of  stock  performance  (see  chart  below  and  page  158). 

These  numbers  provide  a  pretty  clear  message  that 
the  stock  market  is  continuing  its  1990s  trend  of  rewarding 
those  companies  that  get  products  through  clinical  trials, 
through  FDA  approval,  and  into  the  marketplace.  Many  of 
these  approved  products  are  being  sold  with  the  help  of  a  big- 
pharma  partner.  The  marketplace  also  likes  to  see  backup 
compounds  in  the  development  pipeline  to  support  future  rev- 
enue growth.  The  Tier  1  companies  fulfill  these  requirements 
and  are  getting  investors'  seals  of  approval  in  the  form  of 
strong  market  performance. 

The  presence  of  product  revenues  drops  off  significantly 
when  we  move  to  the  Tier  2  companies.  Only  around  one- 
third  have  real  sales  revenue;  the  others  depend  on  payments 
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from  corporate  partners  for  revenue.  The  missing  revenue  is 
the  primary  reason  for  the  more  than  20-fold  drop  in  market 
cap  and  almost  50%  lower  year-to-date  price  performance  for 
this  group. 

But  don't  write  these  stocks  off.  Tier  2  companies  are  well 
worth  watching.  This  group  tracked  right  along  with  the  top- 
tier  stocks  until  early  1998,  when  the  larger-cap  stocks  took 
off  and  left  their  second-tier  brethren  in  the  dust.  All  it  takes 
for  a  stock  to  make  the  move  from  Tier  2  to  Tier  1  is  a  signi- 
ficant product  approval,  and  several  of  these  companies  have 
promising  product  candidates  working  their  way  through 
development.  But  even  for  those  companies  remaining  in  Tier 
2  for  the  foreseeable  future,  the  tier  has  provided  nice  returns 
on  average  to  investors. 

By  comparison,  Tier  3  companies  have  languished  since 
1993,  with  almost  no  net  change  in  total  market 
valuation  until  this  recent  burst  of  activity. 

Only  one  of  the  current  Tier  3  companies  has 
an  approved  drug  on  the  market,  though  most 
have  product  candidates  in  Phase  II  or  Phase  III 
clinical  trials.  This  means  that  a  chunk  of  the 
product  risk  has  been  removed.  Now  the  major 
risk  for  most  of  these  companies  is  that  they  will 
run  out  of  money  and  not  be  able  to  raise  more 
before  their  products  make  it  to  market. 

Seven  of  the  Tier  2  and  3  companies  fall 
into  a  group  termed  tool  companies.  This 
was  another  1990s  venture  capital  fad  that 
attempted  to  reduce  product  risk  and  the  time  it 
took  to  generate  revenue  —  in  this  case  by  selling 
access  to  technology  rather  than  actual  drugs. 
Companies  offered  corporate  partners  access  to 
combinatorial  chemistry,  genomics,  or  novel 
drug  target  identification  methods  and  left  it  up 
to  them  to  create  the  drugs.  This  approach  left 
investors  cold.  As  more  companies  were  formed 
around  the  same  basic  tools,  their  technology 
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and  services  were  viewed  as  commodities  rather  than  as 
valuable  assets. 

After  making  a  slow  start  in  early  1999  with  price  per- 
formance running  between  a  net  drop  of  around  10%  and 
a  10%  average  increase,  all  three  tiers  showed  a  positive  trend 
through  the  rest  of  last  year.  Good  product  news  and 
investors  shifting  their  attention  to  small-cap  stocks  helped 
fuel  stronger  performance. 

The  first  group  to  respond,  not  surprisingly,  was  Tier  1.  By 
the  end  of  December  1999,  Tier  1  was  showing  an  awesome 
261%  price  performance  for  the  year,  followed  by  Tier  2  with 
a  132%  increase  and  Tier  3  with  a  respectable  49%  increase. 
During  that  time,  the  S&P  500  index  increased  about  30%. 

With  numbers  like  these,  why  are  investors  still  leery 
of  biotech? 

One  reason  is  the  continued  contraction  of  Wall  Street 
firms  through  mergers.  Even  in  the  heyday  of  biotech  invest- 


ing in  the  1980s,  only  a  small  number  of  banks  had  compe- 
tent biotech  analysts.  By  late  1999,  the  last  independent  bou- 
tique, Hambrecht  &  Quist,  was  in  the  process  of  being 
acquired  by  Chase  Bank.  The  rest  had  already  been  absorbed 
into  financial  behemoths  that  often  saw  no  reason  to  keep 
their  biotech  analysts. 

This  merger  mania  means  that  fewer  experienced  analysts 
are  following  the  biotech  industry,  and  those  remaining  ana- 
lysts have  to  choose  a  small  number  of  companies  to  follow 
from  the  300-plus  potential  public  biotech  firms.  In  the  end, 
less  analyst  attention  translates  into  less  market  enthusiasm. 

Another  reason  for  market  wariness  is  perceived  risk.  Now 
that  the  biotech  industry  has  been  around  for  a  couple  of 
decades,  institutional  investors  realize  that  the  risk  of  drug 
development  in  biotech  companies  is  essentially  the  same  as 
that  for  big  pharma  —  but  without  the  revenues  of  big  pharma 
to  cushion  the  blow  of  product  failures. 
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Total  market  cap 

Average  market 
cap  per  company 


market  cap  greater 
than  $800  million 

$182  billion 

$7.6  billion 

($61  billion  to  $807  million) 


market  cap  between 

$800  million  and  $125  million 

$20  billion 

$351  million 

($739  million  to  $130 


market  cap  less 
than  $125  million 


$2  billion 

$69  million  ($124 
million  to  $13  million) 


Average  price  performance 
year  to  date 

+261% 

+132% 

♦49% 

Products  on  market* 

14  co's.  +  5  tool/service  cot. 

14  co's.  ♦  6  tool/service  co^s. 

1  tool/service  co. 

Products  in  Phase  III  or 
FDA  submission* 

4  companies 

22  companies 

4  companies 

Total  number  of 
companies  in  tier 

Companies 

(ranked  by  market  cap) 


24  companies 

Amgen 

Genentech 

uiMiMjnex 


Chiron 

Millennium 

Affymetrix 

Qenzyme 

Human  Genome  Sciences 

Sepracor 

Gi  lead  Sciences 

Abgenix 

Incyte 

Protein  Design  Labs 


t#epnaMMi 

hnC  lone  Systems 

CuraGen 


Vertex 
Bio-Technology  General 


57  companies 

TranskaryotJc  Therapies  PathoGenesis 

COR  Therapeutics  Cubist 

Inhale  Therapeutic  Systems  Corixa 


Pharmacyclics 
Ligand 


WhI 

Triangle 

The  Liposome  Company 

CV  Therapeutics 

Neurocrine  Biosciences 

Progenies 

Biomatrix 


BioCryst 

Pharmacopeia 

Alexion 

Myriad  Genetics 

Amylin 

Cell  Genesys 


Guilford 

Avigen 

Beckman  Coulter 

EntreMed 

Lynx  Therapeutics 


Tri  men's 

Genome  Therapeutics 

Texas  Biotechnology 

Aviron 

Collateral  Therapeutics 

Neurogen 

Irrtemeuron 

Valentis 

Connetics 

Hyseq 

Genelabs 

GelTex 

CollaGenex 

Geron 

Ceil  Pathways 

ISIS 

Creative  BioMolecules 

OS! 

Gliatech 

XOMA 

Scios 

NPS 

Targeted  Genetics 

Advanced  Tissue  Sciences 

ArQule 


23  companies 

Axys 

Ribozyme 

Onyx 

Immune  Response 

Cell  Therapeutics 

Matrix 

Mkrocide 

NeoRx 

Celtrix 

Corvas  International 

Synaptic  Systems 

BioTransplant 

Aronex 

RepliGen 

Ariad 

LaJolla 

Trega  Biosciences 

Magainin 

CytoTherapeutics 

Ergo  Science 

Alteon 

Cambridge  Neuroscience 

Autoimmune 
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There  have  been  some  product  fail- 
ures in  the  final  stages  of  clinical  devel- 
opment over  the  past  decade  that  have 
stoked  the  cynicism  of  investors  and 
analysts  and  reminded  us  all  of  the 
risk  of  drug  development:  neurobiology 
products,  including  Cephalon's  Myo- 
trophin  and  Regeneron's  BDNF  for  Lou 
Gehrig's  disease;  Scios'  Natrecor  for 
congestive  heart  failure;  and  Fiblast 
for  stroke.  In  most  of  these  cases,  the 
failure  was  not  absolute — the  product 
seemed  to  be  effective  for  some  of  the 
patients  but  not  predictable  enough  for 
the  FDA. 

This  has  convinced  many  investors 
to  wait  for  product  candidates  to  jump 
over  more  development  hurdles — some- 
times waiting  until  Phase  III  clinical 
trials  are  completed — before  investing. 
Even  so  late,  there  is  still  opportunity 
for  significant  stock  price  growth,  and 
the  risk  is  much  lower. 

A  third  huge  factor  behind  the  cur- 
rent lack  of  interest  in  most  biotech 
stocks  is  the  Internet — or  the  distrac- 
tion it  creates  for  investors.  In  1998,  the 
Isdex,  an  Internet  stock  index,  rose 
187%.  Just  as  Genentech's  incredible 
IPO  performance  triggered  a  massive 
influx  of  public  investor  dollars  into 
biotech  in  1980,  Netscape's  wild  (up 
168%  to  $75  the  first  day)  August  1995 
IPO  generated  palpitations  in  the  hearts 
of  investors  everywhere. 

The  message  was  not  lost  on  the 
biotech  investment  community.  One 
of  Netscape's  underwriters,  Hambrecht 
&  Quist,  has  been  a  longtime  supporter 
of  the  biotech  industry.  And  Kleiner 
Perkins  Caufield  &c  Byers,  one  of 
Netscape's  venture  investors  and  an 
important  biotech  supporter,  turned  a 
$5  million  investment  in  Netscape  into 
a  stake  worth  $256  million  at  the  end 
of  the  company's  first  public  day.  With 
that  kind  of  money  to  be  made,  many 
longtime  biotech  venture  investors 
walked  away  in  1998  and  1999— and 
they  won't  be  back  until  the  Internet 
boom  ends.  ■ 

Cynthia  Robbins-Roth  is  the  founding 
partner  of  BioVenture  Consultants  and 
author  of  the  forthcoming  book  From 
Alchemy  to  IPO:  The  Business  of 
Biotechnology  (Perseus  Books),  which 
was  the  basis  for  this  article. 
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ERVIE 


BY  OWEN  EDWARDS  AND  RODES  FISHBURNE 


We've  long  suspected  be  existed,  some  maker  of 
megamischief  with  access  to  the  primo  players  in 
high  tech.  How  else  can  we  explain  a  history  of 
astonishing  blunders  made  by  otherwise  brilliant 
minds?  Somebody  was  giving  the  business  elite 
very  bad  advice. ..and  they  were  taking  it.  There 
were  occasional,  tantalizing  references,  too,  like  the  casual 
aside  at  Herb  Allan's  media  conference  in  1988,  when  venture 
capitalist  John  Doerr  muttered  cryptically,  "Triple  G  con- 
vinced me  that  pen-based  computing  is  the  next  big  thing. " 

Triple  G  turned  up  at  Davos  in  1992.  When  a  heavyset 
man  wearing  a  cheap  suit  and  an  angry  visage  huddled  with 
George  Soros,  strongly  advising  him  to  make  big  investments 
in  Russia,  we  suspected  something  was  awry.  And  his  cuff 
links  bore  the  monogram  GGG. 

By  then  rumors  were  rife  of  a  dark  force  in  technology.  New 
York  Times  tech  watcher  John  Markoff  was  the  first  to  pick  up 
the  scent  again:  He'd  seen  John  Sculley  at  an  Oregon  fishing 


lodge  deep  in  conversation 
with  a  stranger  right  before 
Sculley  booted  Steve  Jobs 
from  Apple's  board. 

Yet  it  wasn't  until  this 
year,  at  the  Nano,  Nano, 
Nano  2000  convention,  that 
the  elusive  myth  was  finally 
pinned  down.  Forbes  ASAP 
editors  Owen  Edwards  and 
Rodes  Fishburne,  dazed  by  a 
mind-numbing  speech  about 
nanotechnology  capable  of 
driving  tapeworms  out  of 
pet  cocker  spaniels,  spotted 
a  man  sitting  in  front  of 
them  with  the  telltale  mono- 
grammed  cuff  links:  GGG. 
Astonishingly,  the  force  be- 
hind a  thousand  farces  agreed 
to  an  interview. 


ASAP:  We've  heard  about 
you  for  years,  but  no  one 

in  the  press  has  ever  met  you.  How  do  you  keep  such  a 

low  profile? 

GGG:  Money  helps.  [Laughs]  You  can  hire  people  to  make 

you  bigger  than  you  are,  like  my  friend  the  Trumpster,  or  you 

can  hire  people  to  make  you  smaller  than  you  really  are. 

Being  well  known  wouldn't  help  me  in  my  business. 

ASAP:  And  just  what  is  your  business? 

GGG:  Well,  actually,  it's  none  of  your  business.  But  let's  just 

say  I  give  advice. 

ASAP:  Some  people  say  your  advice  is  more  often  bad 

than  good. 

GGG:  "Bad"  and  "good"  are  such  naive  distinctions  in  the 

postmodern  age.  What  really  matters  in  the  end,  I'm  sure 

you'll  agree,  is  that  one's  advice  should  be  good  for  oneself. 

ASAP:  Then  perhaps  you'll  give  us  some  advice.  What  trends 

do  you  think  will  continue  to  power  the  tech  industry?  Will 

Moore's  Law  continue  to  hold? 

GGG:  Moore's  Law  has  been  accidentally  right  for  a  while. 
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Gordy's  a  real  sweetheart,  but  let's  face  it,  he  came  up 
with  that  cockamamy  law  after  a  three-martini  lunch. 
Trust  me,  he's  still  stunned  that  it  actually  worked  out. 
ASAP:  Gordon  Moore,  the  founder  of  Intel,  is  the 
wealthiest  man  in  California.  Surely  the  man  is  entitled 
to  some  credit. 

GGG  [with  a  superior  smirk]:  Things  would  have  dou- 
bled every  year  and  a  half  or  so  whether  or  not  Gordy 
had  noticed  it.  We  don't  give  Newton  credit  because 
apples  fall  out  of  trees,  do  we?  Everything  grows  — 
mushrooms,  the  number  of  idiots  in  business,  even  this 
damned  wart  on  my  thumb.  Here,  take  a  look... 
ASAP:  If  Moore's  Law  isn't  driving  the  economics  of 
technology,  what  is? 

GGG:  Have  you  heard  of  Henry  Hotchkiss?  He's  working 
on  a  really  brilliant  law...  and  I'm  working  on  Hotch. 
ASAP:  Working? 

GGG:  Getting  him  ready  for  launch,  in  a  manner  of 
speaking.  You'll  hear  more  about  him  soon  enough. 
ASAP:  You  seem  so  sure  of  that. 

GGG:  Hotchkiss  is  one  of  those  people  whom  the  vener- 
able George  Gilder  is  going  to  "happen"  to  discover.  I'm 
very  fond  of  Georgie's  capacity  to  believe  in  good  luck 
when  he  imagines  he's  stumbled  upon  something  big. 
Charming,  really. 
ASAP:  What  is  Hotchkiss'  Law? 

GGG:  It's  quite  simple,  as  all  of  the  best  laws  are.  Easy 
for  you  journalists  to  remember,  too.  Isn't  that  a  nice 
coincidence?  [Laughs]  Hotchkiss'  Law  is  the  law  of 
undiminishing  returns:  0  +  0  =  Infinite  Riches. 
ASAP:  Sounds  like  an  impossibility.  How  would  such  a 
thing  ever  be  applied? 

"Moore's  Law  has  been  accidentally  right  for  a 
while.  Trust  me,  Gordy's  still  stunned  it  works." 

GGG:  My  dear  boys. ..what  do  you  think  a  12,000  stock 
market  is!  Ever  heard  of  e-commerce?  The  law  of  undi- 
minishing returns  is  at  work  right  now,  and  it's  magical, 
like  any  true  myth.  My  old  friend  Jumpm'  John  Doerr 
talks  about  the  greatest  creation  of  wealth  in  history,  and 
Hotchkiss'  Law  is  the  greatest  blower  of  bubbles  ever 
imagined.  Right  now,  the  entire  U.S.  economy  is  based 
on  it.  [Laughs  sinisterly] 

ASAP:  It's  been  rumored  that  you've  been  involved  with 
some  ot  the  major  tech  debacles  of  the  last  20  years. 
GGG  [with  raised  eyebrow]:  I  tend  to  define  "debacle" 
by  whether  or  not  my  own  finances  suffer,  but  why  don't 
you  give  me  some  examples  of  these  so-called  debacles? 
ASAP:  Let's  see.  first  there  was  the  catastrophic  blun- 
der by  IBM  to  let  Microsoft  have  control  of  the  operat- 
ing system,  then  Doerr's  Go  Corporation  blunder.  The 
common  denominator  seems  to  be  that  you  were  a  key 

i  each  ol  these  situations. 
CCC:   Youi   poii 

i      ou  he  so  consistently  wrong? 
t,  you  don't  seem  to  get  it. 
rticular  game,  wrong  is 
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right.  Let's  just  say  that  I'm  amused  by  the  comic  poten- 
tial of  bad  advice  happening  to  good  people. 
ASAP:  What's  your  proudest  accomplishment? 
GGG:  There  have  been  so  many.  Walk  back  through  the 
landscape  of  the  past  decade  in  high  tech  and  you'll  see 
the  rubble. 

ASAP:  Pick  just  one. 

GGG:  Right  now,  I'm  most  proud  of  Jeffrey,  my  current 
work  in  progress. 
ASAP:  Jeffrey? 

GGG:  Bezos.  No  doubt  you've  heard  of  him,  and  that 
little  company  I  like  to  call  Amazin'.com. 
ASAP:  By  "work  in  progress,"  surely  you  don't  mean... 
GGG:  What  I  mean  is  that  I've  had  quite  a  lot  to  do 
with  both  the  man  and  his  enterprise.  But  unlike,  for 
instance,  ol'  George,  where  I  had  an  actual  person  to 
work  with — gilding  the  Gilder,  in  a  manner  of  speak- 
ing— with  Jeff  I  started  from  scratch.  Think  about  it. 
Does  that  look  like  the  face  of  a  man  who  could  revolu- 
tionize retail  marketing?  No,  it  looks  like  the  face  of  a 
man  who  serves  you  a  Frostee  Freeze  beside  the  high- 
way, which,  by  the  way,  is  where  I  first  came  upon  him. 
ASAP:  Jeffrey  Bezos,  CEO  of  Amazon,  is  originally 
from  Texas.  As  we  all  know,  he  left  his  investment  bank- 
ing job  in  New  York  City,  drove  across  the  country,  and 
tapped  out  the  business  plan  for  his  new  venture  on  a 
laptop  computer. 

GGG:  A  lovely  biography,  I  modestly  admit,  but  in- 
vented—  part  of  the  Horatio  Algebra  myth  investors  love. 
ASAP:  Are  you  saying  Bezos  and  Amazon  are 
fictions? 

GGG:  No,  not  at  all.  In  fact,  they  are  the  very  real  incar- 
nations of  0  +  0  =  Infinite  Riches.  Zero  profits  plus  zero 
likelihood  of  profits  equals  a  market  cap  of  billions. 
Exquisite,  if  I  do  say  so  myself. 

ASAP:  Let's  just  say,  for  the  sake  of  argument,  that  we 
believe  you.  Since  you  seem  to  thrive  on  disasters 
brought  on  by  your  sinister  advice  to  others,  this  would 
be  inconsistent  with  your  usual  pattern.  Amazon  is  a 
tremendous  success. 

GGG:  Yes,  it's  lovely,  isn't  it?  And  far  be  it  from  me  to 
suggest  that  it  won't  just  go  on  and  on,  losing  money, 
firing  staff,  and  still  delighting  investors  only  too  willing 
to  ignore  the  most  basic  business  tenets.  The  potential 
for  amusement  in  this  one  is  huge.  But  frankly,  there  are 
still  some  pieces  of  the  puzzle  to  be  put  in  place  before 
the  fun  really  begins.  I  shouldn't  tell  you  this,  but... 

At  this  point,  the  conversation  was  interrupted  by 
GGG's  cell  phone  ringing.  He  answered  the  call,  and,  in 
a  hearty  voice,  said  into  the  phone,  "Buffster,  old  boy, 
how  goes  the  battle?  Nice  move  getting  that  joker  at 
Coke  to  step  down.  Now  look,  Warren,  you've  been  a 
real  fox  holding  out  on  tech  investing.  But  if  you  still 
value  my  advice,  I  think  it's  time  to  get  aboard  the  dot- 
com  juggernaut.  And  if  I  were  you,  I'd  make  my  first 
big  buy  in..."  At  this  point,  he  put  his  hand  over  the 
recewer  and  waved  us  off.  "Sorry,  fellas,  but  this  is  a 
private  conversation.  We'll  talk  again.  "  ■ 
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usiness-to-business  Internet  commerce 
is  projected  to  reach  $2.3  trillion  by  2001 
as  Internet  marketplaces  bring  together 
buyers  and  sellers.  But  not  every  entrepreneur  with 
a  business  plan  will  strike  gold.  I  spent  time  with 
the  management  team  of  a  business-to-business 
Net  market  startup  that  may  never  see  the  light 
of  day. 

Though  it  has  many  of  the  ingredients  required 
for  success,  the  company's  current  revenue  model 
won't  work.  Management  gets  close  to  the  mark, 
but  the  path  to  venture  capital  funding,  unlike 
horseshoes  or  hand  grenades,  is  about  hitting  a 
target,  not  just  getting  close. 

But  the  way  they've  got  it  wrong,  and  what 
they  need  to  do  to  fix  their  problem,  illustrates 
some  interesting  points. 

The  firm's  management  intends  to  use  aggregate 
catalogs  from  lots  of  vendors,  giving  buyers  one 
place  to  see  merchandise  from  virtually  all  sellers, 
as  well  as  an  auction  to  let  both  sellers  and  buyers 
dispose  of  surplus  inventory.  They  plan  to  charge  a 
3%  transaction  fee  to  sellers  and  a  5%  transaction 
fee  on  auctions. 

The  company  addresses  a  large,  incredibly  frag- 
mented market:  more  than  $50  billion  a  year 

in  sales,  with  the 
To  make  the  sale  reach 


beyond  the  early  adopters 
among  both  buyers  and  sellers, 
internal  evangelists  must  have 
quantifiable  benefits. 


top  10  buyers 
accounting  for 
less  than  15%  of 
the  market.  The 
life  of  a  product 
in  this  environ- 
ment is  very  short. 

There  are  about 

four  product  gen- 
erations a  year,  and  one  of  the  biggest  buyer  head- 
aches is  getting  stuck  with  outdated,  seasonal 
inventory. 

Suppliers  are  fragmented,  too,  and  most  small 

buyers  are  now  serviced  by  thousands  of  brokers, 

who  take  5%  to  7%  of  product  costs.  About  half 

of  the  buyers  have  Net  access,  and  this  startup  has 

iluable  alliance  with  an  industry  trade  associa- 

plus  good  prospects  for  other  similar  trade 

i  ships. 


The  startup  looks  like  it  is  the  first  mover,  or 
perhaps  other  competitors  are  still  in  stealth  mode. 
It  has  industry  expertise  on  its  management  team 
and  a  technical  team  that's  asking  the  right  ques- 
tions and  looking  at  the  right  vendors. 

So  what's  wrong  here? 

The  big  problem  is  that  they  want  sellers  to  pay 
a  3%  commission  on  sales  but  haven't  come  up 
with  a  clear  reason  why  they  should.  Yes,  a  3%  com- 
mission is  cheaper  than  the  7%  that  real-world 
brokers  are  taking,  and  arguably  sellers  would 
benefit  more  in  this  marketplace.  But  the  company 
hasn't  explicitly  set  out  the  costs  of  selling  and  dis- 
tributing on  the  Internet  and  then  shown  how  it 
will  save  both  buyers  and  sellers  enough  money  to 
justify  adding  a  new  middleman. 

To  make  the  sale  reach  beyond  the  early 
adopters  among  both  buyers  and  sellers,  inter- 
nal evangelists  must  have  quantifiable  benefits 
they  can  use  to  convince  upper  management 
to  bring  the  early  majority  on  board.  This  Net 
startup  has  outlined  the  plan  but  hasn't  sketched 
in  the  details  and  boiled  the  solution  down  into 
a  spreadsheet. 

To  fix  the  problem,  management  needs  to 
do  an  in-depth  analysis  of  the  current  costs  of  buy- 
ing and  selling,  and  then  quantify  the  cost  savings 
that  buyers  and  sellers  will  enjoy  by  trading 
through  the  startup's  marketplace.  Without  that, 
this  company  won't  get  funding  and  it  won't  be 
adopted  by  users.  This  kind  of  analysis  isn't  sim- 
ple, because  it  requires  interviewing  people  about 
often  unexamined  problems  with  the  way  they 
do  business. 

There's  no  single  place  to  go  to  get  the  informa- 
tion; it  means  contacting  distributors,  sales  reps, 
and  proprietors.  But  it's  the  research  needed  by 
any  Net  marketer  who  wants  to  bring  its  business 
sector  online. 

The  lesson:  If  you  can't  justify  your  place 
between  buyers  and  sellers,  you  won't  get  funding 
and  you  won't  attract  clients.  ■ 

Kevin  Jones  is  CEO  of  Net  Market  Makers 
(www.netmarketmakers.com).  He  can  be  reached 
at  kevin@netmarketmakers.com. 


164 


»AP      /., 


Discover  a  wkole  new  way  to  shop  ror  luxury  items  on  the  weh. 


You'll  rind  great  deals  on  hrand  name  items 
orrered  hy  private  individuals 


and  businesses. 


in  an 


exciting  auction  rormat. 


Aircraft 

Antiques 

Art 

Cigars 

Clothing 

Collectibles 

Electronics 


Jewelry 
Miscellanec 


www.dunontrepistrv.rnm 


i 


Br 

JB 


[Bradford  Parkinson] 


PARKINSON| 

PULLED  THE  STICK 

BACK  ON  HIS 

F-104  AND  FLEW  TO 

AN  ALTITUDE 

OF  90,000  FEET. 

"THE  SKY 

URNED  BLACK/'  HE 

REMEMBERS. 


SHOCK    RAN    THROUGH 

the  entire  system,"  Brad- 
ford Parkinson  says, 
recalling  the  Cold  War 
fallout  from  the  eerie 
radio  signal  that  beeped 
down  from  space  in  October  1957.  With  the 
fateful  launch  of  Sputnik  by  the  Soviet  Union, 
America  had  suddenly  discovered  that  its 
post-World  War  II  technological  hegemony 
was  illusory. 

As  stunned  American  scientists  attempted 
to  use  Sputnik's  radio  signal  to  plot  the  satellite's 
provocative  passage  over  U.S.  territory,  they 
discovered  that  it  was  possible  to  reverse  the 
process  and  use  the  satellite's  signal  to  deter- 
mine specific  locations  on  the  earth's  surface. 
Thus,  the  seeds  of  the  current  global  position- 
ing system  (GPS)  were  planted. 

Since  then,  the  orbits  of  Sputnik  and  Brad 
Parkinson,  who  graduated  from  Annapolis 
that  same  year,  have  intersected  time  and 
again  during  a  career  in  which  he  has  been 
the  driving  force  behind  GPS  and  other  key 
ace-related  technologies.  As  a  scientist  and 
ofessor  of  aeronautics  and  astronautics  at 
anford  University,  Parkinson  has  become 
an  essential  visionary  of  the  hugely  complex 
"system  of  systems"  required  for  today's  scien- 
tific breakthroughs. 

Today,  America's  highly  evolved  NAVSTAR/ 
GPS,  with  its  constellation  of  24  satellites,  lets 
mariners  equipped  with  GPS  location  finders 
costing  less  than  $100  to  safely  navigate  their 
way  home,  allows  drivers  to  forget  paper  maps, 
and  enabled  U.S.  bombers  to  hit  targets  in  Iraq 
and  Serbia  with  fearsome  precision. 

With  more  than  5  million  systems  currently 
in  use,  GPS  has  become  what  Parkinson  terms 
"the  ninth  utility":  technology  that,  along  with 
electricity,  gas,  telephone,  TV,  and  other  essen- 
tial services,  is  one  of  the  foundations  for 
modern  life. 

In  the  early  '70s,  Parkinson,  then  an  air 
force  colonel  just  back  from  Vietnam,  assem- 
bled an  interservice  team  to  break  through  the 
technological  and  bureaucratic  knots  that 
threatened  to  cancel  the  fledgling  GPS  project 
that  had  arisen  from  the  original  Sputnik- 
tracking  data. 


Parkinson  was  clearly  the  right  man  to  put 
GPS  back  on  the  map,  literally  and  figuratively. 
After  receiving  advanced  degrees  at  M.I.T.  and 
Stanford,  he  served  as  an  instructor  at  the  top  of 
the  Top  Gun  pyramid,  the  U.S.  Air  Force  Test 
Pilot  School  at  Edwards  Air  Force  Base  in 
California's  Mojave  Desert.  One  memorable 
morning,  he  pulled  the  stick  back  on  his  F-104 
and  flew  to  the  near-space  altitude  of  90,000 
feet.  "The  sky  turned  black,"  he  remembers, 
"and  I  could  see  San  Francisco  all  the  way 
from  Edwards." 

Coming  home  from  combat  service  in 
Vietnam,  Parkinson  went  back  to  his  scientific 
roots  and  began  work  on  a  GPS  prototype.  "I 
was  convinced  the  potential  for  national  good 
was  enormous,"  he  says  when  recalling  the 
"infamous"  7  a.m.  sessions  he  convened  in 
1973  at  the  start  of  the  Labor  Day  weekend. 
The  marathons  ended,  he  says,  only  "when 
we  could  dig  down  deeply  enough  so  that  I 
could  advocate  a  project  to  Congress  that  could 
be  built." 

Today,  Parkinson  is  helping  launch  the  Grav- 
ity Probe  B  project,  a  sort  of  cosmological  GPS. 
At  the  heart  of  the  project,  which  is  designed  to 
test  Einstein's  general  theory  of  relativity,  is  a 
satellite  equipped  with  the  most  accurate  gyro- 
scopes and  atomic  clocks  ever  built. 

Scheduled  for  a  late  2001  launch,  Gravity 
Probe  B  will  be  a  system  of  systems  that 
will  include  a  giant  "Thermos"  to  keep  the 
gyroscopes  in  a  vacuum  1  million  times  less 
dense  than  outer  space  at  near  absolute  zero 
temperatures.  After  a  year,  Parkinson  hopes, 
Gravity  Probe  B  may  finally  determine  if  the 
earth's  gravity  drags  space  and  time  with  it. 

A  board  member  at  Trimble,  a  manufac- 
turer of  GPS  products,  Parkinson  stepped  into  a 
management  void  in  1998  and  took  over  as 
CEO  until  the  company's  course  had  been  recal- 
ibrated. A  runner  who  looks  15  years  younger 
than  his  65  years,  the  trim  Parkinson  still  finds 
time  to  travel  to  Washington,  D.C.,  to  advocate 
the  continued  development  and  strengthening 
of  GPS  for  nonmilitary  use. 

In  fact,  Parkinson  is  working  on  so  many 
projects  that  his  assistant  has  taped  the  message 
"Just  Say  No"  to  his  telephone. 
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One  High  Tech  Second 

THE  IRON  AGE  194S-TODAV  THE  ENTIRE  HISTORY  OF  SUPERCOMPUTING 

The  History  of  the  Supercomputer 


RVt 


The  End  Is  Dfawii" 


THE  COMPUTER  AGE  IS  OVER.  That  IS  the 
significance  of  the  amazing  performance 
of  telecosmic  companies  over  the  last  year. 
My  own  Gilder  Technology  Report  list  of  such 
companies  captured  6  of  the  top  10  slots  on 
Standard  &  Poor's  500  and  4  out  of  the  top  8 
in  the  Nasdaq  100,  outperforming  any  previous 
technology  list  in  memory. 

Now,  for  the  year  2000,  we  move  on  to  the 
storewidth  paradigm.  Ultimately,  I  believe,  it  will 
do  as  well  as  the  telecosmic  arena.  Combining 
bandwidth  and  storage,  storewidth  enables  swift 
and  reliable  access  to  the  ever  expanding  troves  of 
content  on  the  proliferating  disks  and  cells  and 
pages  and  repositories  of  the  Internet.  Increasing  at 
a  rate  of  more  than  60%  per  year,  the  capacity  of 
storage  arrays  of  all  kinds  is  rocketing  ahead  of  the 
advance  of  computer  performance,  which  is  con- 
tinuing its  33%  annual  pace. 

This  differential  between  the  expansion  of  stor- 
age and  the  speed  of  computers  is  prompting  a 
drive  to  replace  the  computer  server  with  a 
cheaper,  faster  special-purpose  device  called  "net- 
work attached  storage."  So  far,  coming  to  the  fore 
in  NAS  are  Network  Appliance  and  Procom  Tech- 
nology storage  access  tools.  But  ultimately,  the 
most  important  companies  will  be  those  that  shape 
the  storage  topology  of  the  World  Wide  Web. 

Left  far  behind  by  bandwidth  and  storewidth  is 
the  era  of  the  Pentium  central  processing  unit 
(CPU)  ruled  by  Moore's  Law  and  its  stately  18- 
month  cycle  of  doubling  computer  performance. 
With  bandwidth  rising  10  times  as  fast  as  Moore's 
Law  and  storage  nearly  twice  as  fast,  computers  no 
longer  spearhead  the  economy.  The  action  is  else- 
where: The  action  is  in  the  Telecosm. 

',  Of  course,  the  computer  and  the  microchip 
remain  enormously  potent  technologies.  (So  do  the 
wheel,  the  steel  mill,  and  the  nuclear  power  plant.) 
The  computer  era  is  ending  not  because  it  has 
failed,  or  even  because  it  has  been  fulfilled,  but 
because  the  Microcosm  itself  has  given  birth  to  a 
new  era  dominated  by  the  one  technological  force 
that  could  surpass  the  computer's  ability  to  process 
and  create  information.  That  is  communication: 
the  way  we  weave  together  a  personality,  a  family, 
a  business,  a  nation,  and  a  world.  The  Telecosm 
will  make  human  communication  instantaneous, 
unlimited  in  capacity,  and,  at  the  margins,  free. 

The  word  most  commonly  used  for  communi- 
cations power  is  bandwidth.  The  telecosmic  vision 


of  nearly  infinite  wave-borne  bandwidth  does  for 
communications  what  Moore's  Law  did  for  com- 
puting: It  defines  the  direction  of  technological 
advance,  the  vectors  of  growth,  the  sweet  spots 
for  finance.  The  Telecosm  launches  us  beyond  the 
copper  cages  of  existing  communications  into  a 
new  elastic  universe,  fashioned  from  incandescent 
oceans  of  bits  on  the  electromagnetic  spectrum. 

The  central  event  in  technology  over  the  last 
decade  is  growing  awareness  that  the  information- 
bearing  power  of  the  electromagnetic  spectrum  is 
not  severely  limited,  as  previously  believed,  but 
essentially  infinite.  From  AM  radio  signals  through 
microwaves  to  visible  light — a  band  of  frequencies 
millions  of  times  the  bandwidth  of  our  56-kilobit 
modems — the  spectrum  can  carry  usable  signals. 
Soon  the  wild  bidders  in  spectrum  auctions  will 
discover  that  their  services  can  be  duplicated  by 
optics  over  air,  which  is  free. 

The  abundance  of  potential  bandwidth  implies 
the  endless  multiplication  of  spectrum  use  and 
reuse.  Cellular  technologies  such  as  code  division 
multiple  access  (CDMA)  have  been  created  that 
allow  the  reuse  of  all  available  bandwidth  in  every 
cell,  the  sharing  of  cellular  bandwidth  among 
many  users,  and  the  proliferation  of  local  cells 
through  the  deployment  of  more  hubs  and  antennas. 
The  rise  of  Qualcomm  is  based  on  the  potential  of 
ubiquitous  waves  to  handle  wirelessly  the  bursting 
data  floods  of  the 


In  an  age  of  true  bandwidth 
abundance,  the  most 
successful  companies  will 
be  in  the  business  of 
storewidth,  not  bandwidth. 


Internet. 

Following  Qual- 
comm is  Terayon 
Communication 
Systems,  which  is 
applying  the  same 
essential  CDMA 
technology  to  cable 
modems.  Just  as 
Qualcomm  broke 

through  first  in  Asia,  Terayon  is  now  proving  the 
unique  powers  of  CDMA  cable  in  Hong  Kong,  a 
noisy  arena  where  other  cable  modems  don't  work. 
Globalstar  is  extending  the  superiority  of  CDMA  to 
satellites.  For  just  $4.6  billion,  the  Globalstar  low 
earth  orbit  system  achieves  a  span  of  global  cover- 
age that  eludes  the  world's  established  telcos  after  a 
total  of  more  than  a  trillion  dollars  of  infrastructure 
spending,  both  wire-line  and  wireless. 

The  most  powerful  of  all  spectrum  reuse  tech- 
nology is  fiber  optics.  Every  fiber-optic  thread,  the 
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width  of  a  human  hair,  can  carry  a  thousand  times 
more  information  than  all  current  wireless  tech- 
nologies put  together.  The  capacity  of  a  fiber-optic 
cable  is  measured  in  petabits  — 10  to  the  15th 
bits — per  second.  In  1998,  all  Internet  traffic  in 
the  world  added  up  to  a  few  petabits  per  month. 

Nortel  Networks,  Lucent  Technologies,  and 
Ciena  are  the  leaders  in  this  technology.  But  the 
recent  Optical  Fiber  Communication  Conference 
2000  in  Baltimore  introduced  an  array  of  new 
optical  switches  from  companies  such  as  Corvis 
and  Xros  (pronounced  "Kyros")  that  can  enable 
thousands  of  wavelengths  to  pass  around  the  globe 
entirely  on  wings  of  light. 

Every  new  era  is  marked  and  measured  by 
key  abundances  and  scarcities.  They  shape  the 
field  of  economics,  the  substance  of  business, 
the  fabric  of  culture,  the  foundation  of  life. 
Economists  have  traditionally  focused  on  scarcity. 
Shortages  are  measurable  and  end  at  zero,  thus 
making  them  a  suitable  subject  for  the  "dismal 
science."  Abundances  tend  to  end  in  a  near-zero 
price  and  thus  escape  economics  altogether. 
When  they  become  ubiquitous,  like  air  and 
water,  transistors  and  bandwidth,  they  can  seem 
invisible  "externalities."  They  tend  to  slip  beyond 
productivity  figures,  which  are  based  on  the 
assumption  that  something  that  is  plummeting 
in  price  is  diminishing  in  value.  Yet  abundances 
are  the  driving  force  in  all  economic  productivity 
and  growth. 

An  era's  defining  abundance  is  a  critical  tech- 
nology that  is  plummeting  in  price  so  rapidly  that 
it  appears  virtually  free  compared  to  the  com- 
peting critical  resources  for  which  it  can  be  substi- 
tuted. Nations,  companies,  and  individuals  that 
exploit  the  "free"  abundance  gain  market  share 

against  all  rivals. 


With  bandwidth  rising  10 
times  as  fast  as  Moore's  Law 
and  storage  nearly  twice 
as  fast,  computers  no  longer 
spearhead  the  economy. 


The  political  lead- 
ers who  accommo- 
date them  become 
the  prime  movers 
in  global  affairs. 

Over  the  last  30 
years,  the  era  of 

the   Microcosm, 

transistors  became 

asymptotically  costless.  On  a  computer  memory 

chip,  the  price  of  a  transistor,  with  support  circuits, 

dropped  from  about  $7  to  a  few  millionths  of  a  cent. 

The  primary  and  paradigmatic  use  of  the  transistor 

was  to  compensate  for  a  shortage  of  broadband 

communications  capacity.  Continuing  with  digital 

subscriber  lines  (DSLs)  today,  billions  of  chips  are 

oted   to   making   our   telephone   switches, 

ins.  faxes,  and  "fast"  Internet  links  function 

narrowband  telephone  lines.  The  cardinal  rules 

Microcosm   became:   Substitute  cheap 

expensive  wires;  replace  abundant 


computation  with  narrow  connections.  This  set  of 
substitutions  became  the  driving  force  of  the 
computer  age. 

But  the  canonical  abundance  of  one  era  creates 
a  canonical  shortage  for  the  next.  The  glut  of 
computer  power  and  computer  megabits  led  to  a 
shortage  of  the  very  communications  capacity  that 
it  was  created  to  enhance.  Now,  in  the  age  of 
the  Telecosm,  the  most  common  computers  are 
teleputers  and  cell  phones,  increasingly  run  from 
solar-powered  satellites  or  communicating  through 
power-sensitive  fiber  threads.  In  a  world  of  battery- 
powered  handheld  communicators,  all  the  defining 
abundances  of  the  computer  era — power,  transis- 
tors, and  silicon  area — become  scarce.  Meanwhile, 
the  crucial  scarcity  for  which  the  transistor  was 
designed  to  compensate  —  bandwidth  —  is  the 
defining  abundance  of  the  age. 

The  first  winners  in  the  new  era  are  bandwidth 
companies  from  JDS  Uniphase  to  Corning.  But  as 
bandwidth  expands,  latency  looms  as  an  ever 
larger  portion  of  total  network  delay.  Latency  is 
the  time  it  takes  to  deliver  the  initial  bit  after  you 
click  on  your  browser.  For  latency,  bandwidth 
offers  no  ultimate  answer.  For  example,  adding 
lanes  (bandwidth)  to  a  freeway  will  reduce  travel 
time  only  until  the  point  that  all  traffic  is  accom- 
modated. After  that  point,  adding  more  lanes  will 
not  accelerate  your  trip. 

In  an  age  of  true  bandwidth  abundance,  the. 
most  successful  companies  will  be  in  the  business 
of  storewidth,  not  bandwidth.  With  the  wait  for 
information  on  the  World  Wide  Web  governed  by 
the  latency  of  light,  storewidth  brings  the  data 
closer  and  makes  them  more  accessible.  The  keys 
to  storewidth  are  directories,  search  engines,  data- 
bases, and  disk  arrays.  With  the  Internet  best 
defined  as  a  colossal  computer  database  on  a 
planet,  the  storewidth  stars  are  becoming  market 
luminaries.  Leading  today  in  directories  is  Novell; 
in  search  engines,  Inktomi;  in  databases,  Oracle; 
and  in  disk  arrays,  Quantum  and  IBM.  Putting  all 
these  components  together  in  Internet  hubs  and 
warehouses  are  such  storewidth  firms  as  Mirror 
Image  Internet  and  Global  Crossing  (through  its 
GlobalCenter  subsidiary). 

These  companies  all  use  computers,  but  they 
are  not  computer  companies.  All  the  conceptual 
foundations  of  the  computer  age  are  reduced  to 
irrelevance.  A  new  economy  is  emerging,  based 
on  a  new  sphere  of  cornucopian  radiance:  reality 
unmassed  and  unmasked,  leaving  only  the 
Promethean  light.  ■ 

George  Gilder  is  a  contributing  editor  of  Forbes 
ASAP.  He  also  publishes  the  monthly  Gilder  Tech- 
nology Report.  For  a  newsletter  subscription,  call  I 
1-800-888-9896.   For  more  information  about] 
GTR,  email  gtg@gildertech.com. 
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Forbes  Conferences 

Capitalist  Tools  for  Business  Leaders 

Not  unlike  FORBES  Magazine,  Forbes  conferences  provide  the  most  thought-provoking 
business  editorial  in  the  marketplace  —  boldly  reviewing  management  performance  and 
challenging  conventional  wisdom.  The  only  difference  is  that  our  conferences  do  it  by 
bringing  executives  face-to-face  in  an  atmosphere  of  candid  and  interactive  discussion. 

As  important  as  the  business  sessions  are  the  numerous  informal  relationship- 
building  opportunities.  It's  these  relationships  that  form  the  backbone  of  each 
event,  and  assure  the  dialogue  continues  throughout  the  year. 


The  Forbes  Presidents  Forum 
for  Hot  Small  Companies 

April  12-14,  2000  •  The  Plaza  Hotel  —  New  York,  New  York 


**JB 


The  Forbes  CFO  Forum 

May  17-19,  2000  •  The  Plaza  Hotel  - 

The  Forbes  CEO  Forum 

June  14-16,  2000  •  Charleston  Place 


'^m 


New  York,  New  York 


Charleston,  South  Carolina 


TV- 


The  Forbes/GartnerGroup  CIO  Congress 

July  12-14,  2000  •  Resort  at  Squaw  Creek  —  Lake  Tahoe,  California 


The  Gilder/Forbes  Telecosm  Conference 

ptember  13-15,  2000  •  Resort  at  Squaw  Creek  —  Lake  Tahoe,  California 

The  Gilder/Forbes  New  Economy  Conference 

October  25-27,  2000  •  The  Millennium  Broadway  —  New  York,  New  York 

"a  The  Forbes  Executive  Women's  Summit 

£  ^  November  6-8,  2000  •  Ritz-Carlton,  Buckhead  —  Atlanta,  Georgia 

».•  ™ 

••• 

V^L  For  Additional  Information 

)  J^  Fax:  212-367-3550    Phone:  212-367-3559 

E-mail:  conferences@forbes.com      Web:  www.forbes.com/conf 

^^flP  Forbes  Management  Conference  Group 

|Se  28  West  23rd  Street.  10th  Floor,  New  York,  NY    10010 

£  •  Limited  sponsorship  opportunities  are  available. 

E-mail  sponsorship  inquiries  to  rjohnson@forbes.com 
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TARTUPS  KNOW  THAT  FINDING  good  people 

can  be  tough.  But  what  many  don't  realize  is 
that  getting  rid  of  bad  ones  can  be  tougher. 

In  today's  tight  labor  market,  most  early-stage 
companies  spend  much  of  their  limited  resources 
attracting  and  retaining  top  talent.  After  all, 
human  capital  is  considered  one  of  the  most  criti- 
cal success  components  for  preproduct  companies; 
investors  often  base  their  decisions  on  the  core 
team's  credibility. 

So  what's  a  startup  to  do  when  it  hires  a  presum- 
ably highly  qualified  individual  who  isn't  up  to  snuff? 

The  truth  is,  most  young  companies  don't  know 
how  to  handle  prickly  human  capital  issues.  As  a 
result,  startups  often  let  employee  performance  prob- 
lems fester,  to  the  detriment  of  the  company's  long- 
term  prospects.  Warren  Packard,  a  venture  capitalist 
at  Draper  Fisher  Jurvetson,  says,  "Hiring  these 
days  is  so  difficult,  it's  no  wonder  that  some  man- 
agers are  averse  to  getting  rid  of  underperformers. 
In  the  long  run,  however,  it's  the  only  logical  move." 

New  startups  are  popping  up  and  hiring  new 
employees  every  day.  In  the  third  quarter  of  1999 
alone,  nearly  1,000  companies  received  venture 
capital,  according  to  PricewaterhouseCoopers. 

But  management 

"A  bad  hire  not  only  changes 

the  group's  chemistry;  it 

has  a  negative  multiplier  effect 

on  the  startup's 

overall  productivity." 


skills  take  years  to 
develop.  Hotshot 
programmers  or 
young  business 
whizzes  may  create 
a  market-chang- 
ing new  technology 
or  devise  a  clever 
business  model, 
but  few  know  how 
to  run  a  rapidly  growing  company,  much  less  inspire 
their  employees  toward  a  common  goal.  Bringing  in 
a  fortysomething  with  a  touch  of  gray  can  some- 
times be  just  what  the  doctor  ordered. 

1  xperienced  managers  know  that  direct  action 
is  the  most  effective:  When  it's  broke,  fix  it.  Now. 
Inaction  kills  startups.  An  employee  who  can't  do 
his  or  her  job  effectively  hurts  the  company  in 
more  ways  than  it  first  appears.  Most  obvious,  a 
r  that  relies  on  subpar  performers  is  miss- 
'nt  on  critical  business  opportunities  such  as 


strategic  partnerships,  product  development,  or 
sales.  These  are  incredibly  important  in  today's 
high  tech  environment,  where  speed  and  partner- 
ships are  critical  to  every  startup's  success.  Each 
missed  opportunity  is  a  competitor's  opening  to 
outflank  a  startup  company. 

Carmen  Bal,  a  former  VP  at  Ticketmaster  Online- 
Citysearch,  says,  "In  a  small  organization,  good 
hires  are  significantly  more  important  than  in  big 
companies.  A  bad  hire  not  only  changes  the  group's 
chemistry,  it  has  a  negative  multiplier  effect  on  the 
startup's  overall  productivity.  Bad  employees  truly 
are  poison  to  a  growing  startup." 

Of  course,  a  company  can  hire  new  people  to 
cover  up  for  someone  who  isn't  doing  his  job,  and 
that  may  seem  like  an  easy  fix.  No  dismissals,  no 
ugly  morale  problems  for  having  a  quick  trigger, 
right?  Wrong.  Hiring  more  people  doesn't  ulti- 
mately solve  the  problem,  but  unfortunately,  this  is 
how  many  young  companies  react  to  performance 
issues.  Mayfield  Fund  managing  partner  Kevin 
Fong  says,  "It's  a  brutal  world  today,  but  under- 
performers hurt  companies.  Sometimes  managers 
just  have  to  move  a  person  out  of  the  way  for  the 
company's  sake." 

In  a  relatively  small  company,  say,  fewer  than  100 
people,  employees  are  confronted  by  a  coworker's 
subpar  performance  on  a  daily  basis.  When  some- 
one's not  performing,  everyone  knows  it.  And 
when  management  doesn't  act  decisively  to  resolve 
the  problem,  the  company's  leaders  may  be  dem- 
onstrating that  they  lack  the  resolve  necessary  to 
make  the  company  successful.  Ironically,  in  many 
cases,  not  firing  someone  jeopardizes  a  startup's 
morale  more  than  a  decisive  move  to  let  someone 
go.  And  subpar  performers  not  only  miss  business 
opportunities  for  the  company,  they  also  leave  a 
poor  impression  with  potential  business  partners 
and  recruits  that  the  company  desperately  needs. 

Firing  people  is  never  pleasant.  The  alternative, 
however,  is  even  worse.  For  a  company  to  flourish, 
it  must  cut  the  deadwood  as  quickly  as  possible.  ■ 

Geoff  Baum  is  a  cofounder  of  Garage.com,  a 
high  tech  capital  firm  that  specializes  in  startup 
finance.  He  may  hold  financial  positions  in  com- 
panies listed. 
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It's  not  clairvoyance  that  brought  Donna  Dubinsky  wild  success.  It's  the  talent  to  recognize  great  ideas,  and 

the  tenacity  to  build  companies  around  them.  Her  latest  venture?  Handspring,  a  company  that  creates 

handheld  computers  that  let  people  keep  the  world  at  their  fingertips.  Or  at  least  in  their  palm. 

Fearless  entrepreneurs  like  Donna  Dubinsky  find  a  kindred  spirit  in  Forbes.  No  wonder  she's  been  reading  it  since  1980. 
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lie  Old,  Old  Thing 


SOMETHING  CREEPY  THIS  WAY  COMES.  You 
can  hear  it  in  trendy  San  Francisco  restau- 
rants. You  can  see  it  in  the  real  estate  prices 
from  San  Jose  to  Sonoma.  You  can  almost  smell  it 
in  the  air.  And  this  pervasive  "it"  is  nothing  partic- 
ularly new;  it's  that  ol'  devil  Greed,  with  a  dot  com 
stuck  on  the  end. 

Now,  far  be  it  from  me,  a  man  who  buys  his 
Fratelli  Rosetti  shoes  with  the  help  of  Forbes,  to 
bite  the  capitalist  tool  that  feeds  him.  I  have 
absolutely  nothing  against  the  getting  and  having 
of  wealth,  and  might  have  done  more  of  both  if  I'd 
had  half  a  brain  or  twice  the  talent. 

Plenty  of  fortunes  in  high  technology  are  richly 
deserved,  since  they  were  made  by  the  men  and 
women  who  have  imagined  into  being  the  techno- 
logical and  business  revolution  that  changed  life  for 
us  all.  But  risking  just  a  dollop  of  idealism  here,  the 
greed  of  a  few  years  ago  (a  long  while  in  dog  and 
Internet  years)  was  just  a  by-product  of  larger  ambi- 
tions— to  invent  insanely  great  stuff,  to  come  up 
with  the  absolutely  coolest  idea,  to  make  a  name  for 
yourself  among  the  supergeeks.  When  I  interviewed 

one  of  the  original 
programmers  at 
Netscape  for  the 
book  Netscape 
Time,  the  pro- 
grammer—  a  very 
young  man  who  was 
by  then  a  multi- 
millionaire—  told 
me  that  he  and  his 
colleagues  had 
wanted  to  score 
big,  not  to  buy  fast 
cars  and  big  houses, 
or  even  to  attract  a 
better  class  of  date  (or  any  date  at  all ),  but  simply  to 
be  given  a  chance  to  work  on  the  next  great  thing. 

But  as  the  new  century  gets  into  gear,  with  tales 
of  the  digital  El  Dorado  thrilling  undergraduates 
everywhere,  bright  young  things  are  pouring  into 
San  Francisco's  Multimedia  Gulch  and  New  York's 
Silicon  Alley  with  only  one  idea  in  mind:  Money. 
If  they  have  a  second  idea,  it's  More  Money.  At  a 
■on  in  New  York  recently,  I  happened  to  sit 
senior  at  Vassar.  When  I  asked  what  she 


and  her  classmates  talked  about  doing  after  grad- 
uation, she  said,  "Well,  I  want  to  work  at  the 
Guggenheim  in  Venice,  but  everybody  else  I  know 
says  they're  going  to  get  with  an  Internet  startup 
so  they  can  make  a  million  before  they're  30." 

For  many,  the  idea  of  making  a  mere  million 
has  become  quaint.  A  former  well-paid  (and 
lavishly  bonused)  galley  slave  at  Merrill  Lynch 
who  defected  recently  to  high  tech  explained  his 
discontent  this  way:  "On  Wall  Street,  you  are  not 
going  to  be  so  rich  that  your  children  and  grand- 
children would  never  have  to  work  again.  But  you 
have  that  opportunity  if  you  go  to  a  startup."  Chil- 
dren of  America,  demand  that  your  moms  and 
dads  go  west  to  make  some  real  money,  or  some- 
day you  may  be  faced  with  having  to  get  jobs 
yourselves! 

The  weirdness  is  affecting  everyone,  even  your 
humble  columnist.  Not  long  ago  I  had  lunch  with] 
my  son's  former  college  roommate,  who  is  a  part- 
ner in  a  small  startup.  I  see  a  lot  of  fledgling  com- 
panies and  have  developed  a  sense  of  what  has  a 
chance  and  what  is  simply  high  hopes  and  hot  air. 
In  this  case,  I  had  the  feeling  the  kid  was  on  to  a 
very  good  thing.  Now,  my  son  is  attending  law 
school  at  the  University  of  Pennsylvania  on  a 
major  scholarship,  a  circumstance  any  father 
would  be  proud  of.  And  I  am  enormously  proud. 
Bur  my  first  impulse  when  I  got  back  to  my  office 
was  to  pick  up  the  phone  and  say,  "Zeke,  get  your 
tail  out  here  fast.  Never  mind  law  school,  get  a  job 
with  your  friend,  make  a  couple  million,  then  do  I 
whatever  you  damn  well  please." 

Clearly,  this  is  not  healthy.  The  veneration  of 
the  golden  calf  taints  everything,  even  a  father's 
pride.  A  restaurateur  friend  of  mine  who  is  making 
out  like  a  bandit  as  customers  gladly  shell  out  10 
bucks  for  an  unassuming  little  Napa  zinfandel, 
says  he  feels  that  all  the  money  is  like  a  plague: 
"Everybody  seems  to  have  forgotten  there's  any- 
thing else  to  talk  about." 

Where  will  it  all  end?  I  certainly  don't  know.  I'm 
not  hoping  the  bubble  will  burst — after  all,  a  piece 
of  my  future's  invested  in  the  Nasdaq,  too.  But  it's 
hard  not  to  long  for  a  return  to  a  world  a  little  less 
crass.  And  if  my  son  happens  to  be  reading  this: 
Stay  in  law  school,  kid.  Who  knows,  you  might  end 
up  as  CEO  of  SoSueMe.com.  Yeah,  it  exists. 
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OutFront 

A  Diamond  for  Sharon  Guess  and 

the  Marciano  brothers  attract 
controversy.  This  one's  got  it 
all — even  a  fatal  attraction. 
By  Seth  Lubove 

The  Cost  of  Crankiness  A  50% 

stake  in  a  TV  network  for  $5 
million?  Not  if  it  means  working 
with  Herb  Siegel.  By  Brett  Pulley 

MicroPanic  Michael  Saylor  may 
find  he  has  company.  That  may 
comfort  him,  but  not  investors. 

Sign  From  Above  Chicago  needed 
priests.  So  it  put  the  word  out — 
on  billboards.  By  Brandon  Copple 

Behind  in  the  Count  George  Stein- 
brenner's  new  partners  see  their 
first  curveball.  By  Jay  Akasie 

Maverick  No  More?  Fallon  McEl- 
ligott  overdoes  the  chutzpah. 
By  Leigh  Gallagher 

Perfect  Figure (s)  The  king 
of  men's  magazines  is  quite 
stacked.  By  Rob  Wherry 

Crazy  Like  a  Fox  Has  Kirk  Ker- 
korian  found  another  Chrysler 
in  MGM?  By  John  Gorham 

Descending  Ascent  In  picking  up 
the  troubled  outfit,  John  Malone 
got  a  little  porn  on  the  side. 
By  RiShawn  Biddle 
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198  The  New  Power  on  Wall  Street 

James  Bainbridge  Lee  Jr.  If  you're  part  of  Corporate  America, 
remember  that  name.  Today  they  call  him  Jimmy  Fee.  As  vice  chair- 
man of  Chase  Manhattan,  he's  the  man  behind  the  bank's  booming 
business  in  syndicated  loans  (he  raised  $356  billion  last  year  alone). 
Now  he  wants  to  bankroll  the  return  of  the  LBO.  So  tomorrow 
they'll  be  calling  him  the  new  Michael  Milken.  By  Robert  Lenzner 
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■1. 2-liter,  260-horsepower,  LEV  low  emissions,  leather-interiored  personal  jet  awaits.   There's  a  5-spee 
'  for  an  exhilarating  ride  and  Vehicle  Stability  Assist  to  help  make  it  a  safe  one.  And 


For  more  information,  call  1800  TOACURA  or  take  a  trip  to  www.acura.coni. 


u'd  rather  travel  a  bit  more  leisurely,  take  the  225-hp  CL.  Either  way,  you'll  thank  us  for  flying  with  you. 
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Big  companies  by  all  measures. 
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Suspect  earnings  growth. 
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208  Michael  Dell's  Second  Act 

Is  there  life  after  PCs?  Dell  made  its  name  selling  cheap  ones,  but 
now  the  industry's  best  days  are  behind  it.  That's  okay,  the  company 
says — there's  a  great  future  in  servers.  By  Daniel  Lyons 


Companies,  People,  Ideas 

74     Option  Hell  As  some  Qualcomm 
employees  know,  La  Jolla  isn't 
always  sunny.  By  Carleen  Hawn 

76    The  Image  Maker  How  do  Nasdaq 
stocks  move  like  they  do?  Watch 
John  Liviakis.  By  Phyllis  Berman 

80    Bill  Gates,  Secretary  of  State  How 

he  created  a  software  boom  in 
India.  By  Srikumar  Rao 

84  Point  of  View  Abolish  the  IMF 

By  Steve  H.  Hanke 

85  The  Big  Lie  Listen  up,  Carmela 
Soprano:  An  elite  education  guar- 
antees nothin'.  By  Dan  Seligman 

88    Athens  at  the  Crossroads  There's 
nothing  mythical  about  its 
revival.  By  Richard  C.  Morais 

98    Creative  Giving  I  The  Frugal  Philan- 
thropist Ted  Stolberg  believes  the 
less-is-more  theory  makes  for  a 
better  charity.  By  Joanne  Gordon 

104  The  Space  Mafia  International 
Space  University  graduates  are 
always  in  just  the  right  orbit. 
By  Ghana  R.  Schoenberger 

112    Reuters' Green  Thumb  Its  Green- 
house Fund  is  a  hothouse  for 
startup  investments. 
By  Richard  C.  Morais 

118  The  Gift  of  Paper  Charities  once 
cringed  at  founders'  stock.  Not 
anymore.  By  Ashlea  Ebeling 

122  The  Guitar-Bank-Museum  Career 

Banker  Larry  Small  brings  mod- 
ern management  to  the  Smith- 
sonian. By  Adrienne  Sanders 

128   Globetrotter  Venture  capitalist 
Alan  Patricof  is  to  London  what 
John  Doerr  is  to  Silicon  Valley. 
By  Nigel  Hollo  way 

132   Mad  Hatchery  Syndrome  Incuba- 
tors are  the  latest  dot.com  fad. 
As  they  say,  caveat  entrepreneur. 
By  Luisa  Kroll 

140   Silicon  Prairie  Dog  Divine  Inter- 
Ventures  looks  more  like  a 
divine  comedy.  By  Stephane  Fitch 

144   Iron  Man  Wilson  hits  all  the  fair- 
ways by  backing  club  pros. 
By  Brandon  Copple 
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150  Talk  Is  Cheap  Online  gabbers  can 
make  you  cool.  By  Peter  Kafka 

152   Looking  Forward   Do  You  Deserve 

to  Live?  By  Virginia  Postrel 

165  Putting  on  the  Ritz  Ritz-Carlton 
condos?  Golf  courses?  It's  just 
good  branding.  By  Peter  Spiegel 

168  Crossing  Amazon  Online 
bookseller  Powells.com  has 
a  profitable  tale  to  tell. 
By  Adam  L.  Penenberg 

172   Wanted:  Dead  or  Alive  Insurance 
companies  are  on  the  hunt  for 
missing  policyholders. 
By  Carrie  Coolidge 

174    Return  to  Sender  A.R.  Tandy  is 
quite  the  entrepreneur,  just  like 
his  Uncle  Charles.  By  Kelly  Barron 

216  Charticlc  I  Unequal?  Unfair?  Why 

is  income  inequality  up?  Read 
your  history.  By  Peter  Brimelow 

Entrepreneurs 

398  Rocket  Man  A  Dallas  banker 
can't  wait  to  see  his  dreams  go 
up  in  flames.  By  Doug  Donovan 

404  The  CIA  for  Everyman  A  Web  site 
that's  like  having  a  mole  in  your 
pocket.  By  Daniel  Fisher 

406  On  a  Wing  and  a  Prayer  Suffering 
coach-class  rage?  Flightserv.com 
is  for  you.  By  Chana  R.  Schoenberger 

410    It's  All  Just  Talk  Independent 
syndicators  try  to  rise  above  the 
noise.  By  Doug  Donovan 

412    Rags  to  Digits  New  York's  sweat- 
shops give  way  to  floors  of 
$250-an-hour  programmers. 
By  Silvia  Sansoru 

Technology 

414   Insta-Firms:  Just  Add  Dollars  If 

you've  got  an  idea,  outsource  the 
rest.   By  Elizabeth  Corcoran 

420  The  God  Box  To  fuse  computer 

and  phone  networks,  this  is  what 
u'll  need.  ByQuentin  Hardy 
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428  Get  Listed  Mailing  lists  and  cryp- 
tic error  messages  go  together. 
Lyris  can  help.  By  Jennifer  Godwin 

430  Lonely  Heart  Tiny  Abiomed 
looks  for  a  pulse  long  after  the 
Jarvik-7.  ByZina  Moukheiber 

432  Cancer  Connect  For  suffering 
victims,  the  Web  is  an  electronic 
lifeline.  ByAdrienne  Sanders 

438  Parameters  Bottleneck  Busters 
By  Andrew  I.  Kessler 

440  Digital  Tools   Living  with 

Imperfection  By  Stephen  Manes 

Money  &  Investing 

446  By  Invitation  Only  Private  equity 
funds  are  the  rage — and  so  are 
their  fees.  By  lames  M.  Clash 

450  Beating  Back  the  IRS  Family  part- 
nerships gain  the  upper  hand. 
For  now,  anyway.  By  Janet  Novack 


454  Bio  Technique  Don't  invest  in 
biotechs  that  dream,  only  those 
that  sell.  By  Michael  Maiello 

460  The  New  Scrip  Those  New  Econ- 
omy options  can  be  headaches, 
too.  By  Josephine  Lee 

462  Good  Things  in  Tiny  Boxes  Nasdaq 
stocks  that  don't  sell  at  80  times 
earnings.  By  Robert  J.  Sherwood 

472  Streetwalker  International 
Speedway;  CoStar  Group; 
Applebee's;  Park  Place  Enter- 
tainment; Wells  Fargo. 

475  Markets  &  Forecasts 

478  The  Contrarian   What  New 
Economy?  By  David  Dreman 

480  Market  Trends  Tech  Value  Buys 

By  Martin  Sosnoff 

482  Financial  Strategy   Don't  Go  Global 

NOW  By  A.  Gary  Shilling 

Forbes  Life 

484  Adventure  I  Mine's  Lighter  In 

yachting,  bigger  is  no  longer 
better.  By  Daniel  Fisher 

490  The  Kovels  on  Collecting  I  Money  in 
the  Bank  Banks  that  cost  a  pretty 
penny.  By  Ralph  and  Terry  Kovel 

492  Music  I  Front-Porch  Tunes 

R.  Crumb  is  alive  and  well — and 
strumming.  By  Mike  Zwerin 

496  Travel  I  Cognac's  Unsung  Rival  The 

best  place  to  savor  Calvados?  In 
France,  of  course.  By  Gwen  Davis 

498  Books  I  The  Ultimate  Amoralist 

The  real  Armand  Hammer 
comes  to  life  as  a  fictional  tale. 

By  James  W.  Michaels 
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Which  To  Eat  First.The  Chick  Or  The  Egg? 

The  rest  of  our  delectable  Easter  Collection  doesn't  make  the  decision  any  easier.  To  order  a  gift  or  locate  a  Godiva  boutique  near  you, 
call  us  at  18009  GODIVA  or  visit  us  at  www.GODIVA.com  or  AOL  (Keyword:  GODIVA).  Also  available  in  finer  department  stores. 
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Brussels 


You  have  arrived.  Buildings  reflect  the        It's  your  little  secret  and  you  carry  it  right  there  ii 
power  of  your  gait.  You  have  reached        your  hands.  It's  called  freedom  computing  ano 


pentium®///    the  ultimate  peak  in  business  portability.       it  can  be  found  in  products  like  the  ultralight, 


ultraportable  Portege®  and  the  Jeer  a®  8100  with        It  is  the  ultimate  blend  of  business  might  and  personal 
the  Mobile  Pentium®  III  processor,  with  up  to  empowerment.  Pick  one  up  and  see  where  it  takes  you. 


650MHz,  featuring  Intel®  SpeedStep™  technology. 


Visit  toshiba.com  or  call  1-800-TOSHIBA 
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Is  your  technology  missing  something? 


Who's  responsible  for  your  hardware?  Your  software?  Your  integration?  Your  network?  Your  security?  Your  support?  For  many 
companies,  these  are  difficult  questions.  That's  where  the  leading  application  service  provider  comes  in.  USinternetworking 
partners  with  Ariba?BroadVJsion?Lawson?  Microsoft,  Niku,  PeopleSoft  and  Siebel  Systems®to  deliver  the  best  application  software 
over  our  own  state-of-the-art  network.  We  take  total  responsibility  for  every  aspect  of  your  application  from  implementation 
to  support  —  all  with  our  own  employees,  all  for  a  flat  monthly  fee.  So  if  you  have  a  question  about  anything,  there's  no 
question  who  to  call.  Ifs  always  the  same  number.  For  more  information,  call  1-800-874-6918  or  visit  www.usi.net/responsibility. 


USi 


Making  software  simple. 
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New  This  Issue 

Forbes  500s  Rank- 
ings Our  Web  site 
has  expanded  cov- 
erage of  America's 
largest  corpora- 
tions, including  the 
169  firms  that 
made  this  year's 
Forbes  Market 
Value  500  but  were 
too  small  to  qualify 
for  the  Forbes  500 
lists  on  sales,  profits 
or  assets.  Our  site 
also  has  a  new  interactive  database 
on  job  benefits  and  recruitment 
information  at  200  of  the  Forbes 
500s.  Catch  our  online  chat  on  the 
Forbes  500s  at  Yahoo,  Apr.  6. 

Portals  Dive  Into  Interactive  Television- 
thanks  to  the  growing  use  of 
broadband  technology.  Yahoo, 
AOL,  Excite  at  Home  and  Lycos 
have  their  sights  set  on  melding 
television-like  programming  into 
their  online  sites  this  year. 
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ForbesFinder,  the  search  engine  for 

business,  just  got  better.  New  in  Ver- 

1.0:  the  ability  to        ch  for  break - 

vts  and  specific  is  publica- 
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Online  Columnists 


Freeman  Penenberg  Flint 

TBChnOrOlltlCS  Will  today's  digital  billionaires  be  wiser  than  the  industrial 
benefactors  of  the  20th  century — such  as  the  Rockefellers  and  Fords — in 
donating  their  fortunes?  Columnist  James  Freeman  takes  a  look. 

Virtually  True  While  the  hunt  for  the  real  criminal  continues,  FORBES 
magazine  columnist  Adam  Penenberg  recaps  the  track-down  of  "Pig- 
farmer,"  the  hacker  wannabe  who  (falsely)  claimed  responsibility  for 
February's  massive  denial-of-service  attacks. 

Backseat  Driver  FORBES  columnist  Jerry  Flint  puts  his  spin  on 
Consumer  Reports'  annual  automotive  ratings  and  tells  why  General 
Motors,  in  particular,  should  pay  more  attention  to  this  survey. 


Silicon  Valley's  Renaissance  Man  Adobe 
Systems'  profits  and  stock  price 
continue  to  rise,  but  Chief  Execu- 
tive John  Warnock  still  sees  oppor- 
tunities in  desktop  publishing  and 
digital  imaging. 

Computer  Makers  Claim  Less  Is  More 

New  "easy"  PCs  from  Compaq, 
Dell,  IBM  and  HP  are  fast,  stylish 
and  come  without  legacy  parts. 
Are  they  right  for  you? 

Search  for  Value 

Our  Cover  Story  on  Chase  bank's  James 
Lee  lists  20  old-fashioned  bargains 
amongst  the  Forbes  500s;  our  fea- 
ture on  page  462  lists  midsize 
value  stocks.  Expanded  versions  of 
both  lists  can  be  found  online  by 
following  the  link  on  the  top  of 
this  page. 


Tax  Center 

What  are  the  three  biggest  errors  mutual 
fund  investors  make  at  tax  time?  See 
our  third  installment  on  taxation, 
on  Apr.  8,  to  find  out.  And  learn 
how  to  avoid  audits  and  what  to  do 
if  you  find  yourself  in  the  hot  seat 


Now  you  can  see  timely  interviews 
with  leading  Forbes.com  and  Forbes 
magazine  writers  and  columnists 
without  leaving  your  PC.  Scheduled 
appearances  are  listed  daily  on  our 
home  page. 


Digex  &  J. Crew 

They  make  fashion  statements. 
We  manage  Web  servers. 


Together  we  do  e-business. 

At  www.jcrew.com  you'll  find  casual  fashions  for  today's  hippest  consumer  —  that's 
their  business.  At  Digex,  we  don't  know  much  about  fashion.  But  we  do  know  what  it 
takes  to  run  a  successful  e-business. 

Digex  manages  the  details  necessary  to  make  your  online  business  a  success.  We 
supply  the  hardware,  software  and  pre-engineered  platforms  that  include  best-of-breed 
technology  to  get  your  site  up  and  running  —  fast  and  reliably.  Our  world-class  data 
centers  and  networks  are  optimized  for  performance  and  availability,  so  your  site  is 
online  24x7x365.  We  provide  the  administration,  monitoring  and  security  services 
necessary  to  make  sure  your  site  stays  up  and  running  smoothly  and  securely. 

At  Digex,  we  focus  on  the  technology  and  operations,  so  you  can  focus 
on  the  business  opportunity. 


Digex    j  keeps  e-business  in  business" 


www.digex.com/e-business3 
1.888.DIGEX01 


©2000  Digex.  Inc.  AM  trademarks,  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners  All  rights  reserved. 
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We've  taken  software  out  of  the  equation  forever. 
With  salesforce.com  you  manage,  share,  and  leverage 
your  sales  information  online  immediately.  There's 


IIIKllllftllll 


up-front  costs.  For  just  $50  per  user  per  month, 
your  entire  sales  team  can  be  up,  running,  and  closing 
deals.  It's  online  sales  force  automation  that  makes 
software  obsolete.  For  a  limited  time,  sign  up  online 
and  your  first  five  users  are  FREE  for  the  first 
12  months.  Call  us  at  i-800-no-SOFTWARE  or  better 
yet,  visit  us  online  at  www.salesforce.com. 
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Lance  and  Luke  Armstrong 


Two  miracles.  Three  Bristol-Myers  Squibb  medicines. 

And  one  very  happy  ending. 


The  little  miracle  above  is  Luke  David  Armstrong.  The 
)ig  one  is  his  dad.  Lance.  Winner  of  the  2,287-mile  1999 
Tour  de  France.  And  of  an  even  more  grueling  battle  — 
.gainst  testicular  cancer.  Using  three  Bristol-Myers  Squibb 
:ancer  drugs,  doctors  worked  with  Lance  to  beat  his 


illness.  For  over  three  decades,  Bristol-Myers  Squibb  has 
been  at  the  forefront  of  developing  cancer  medicines. 
Now,  we're  working  with  Lance  to  spread  the  word  about 
early  detection,  treatment,  hope,  and  triumph.  Learn 
more  by  visiting  our  Web  site:  www.bms.com. 


^jyi  Bristol-Myers  Squibb  Company 

Hope,  Triumph,  and  the  Miracle  of  Medicine 
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Mercedes  wanted  to  create  a  whole  new,  smarter  kind  of  car. 

We  were  right  there  with  them. 
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The  new  Mercedes  S-Class  is  a 


technical  marvel.  With  nearly  everything 


imaginable  from  voice  recognition 


telephone  controls  to  a  satellite-based 


emergency  response  system. 


Thanks  to  some  remarkable  Mercedes 


designers  and  the  DigitalDNA™  team 


at  Motorola.  DigitalDNA  is  chips, 


systems,  software  and  ideas  -  embedded 


solutions  that  help  smart  companies 


create  smart  products.  Why  not  put  us  at 


the  heart  of  yours?  Contact  us  at 


www.digitaldna.com. 


DigitalDNA 

from  Motorola 

THE   HEART  OF   SMART. 
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James  Lee  and  Michael  Milken 

The  New  Power  on  Wall  Street  Fifteen  years  ago, 

when  his  junk  bonds  were  first  coming  under  public  attack, 
Michael  Milken  argued  that  he  was  just  filling  in  the  gaps  in 
corporate  finance  left  by  a  hidebound  banking  industry.  So 
who's  picking  up  where  Milken  left  oft?  The  man  pictured  on 
our  cover  is,  surprisingly  enough,  a  commercial  banker. 
Chase  Manhattan's  James  Lee  might  well  finance  the  next  big 
takeover,  friendly  or  otherwise,  in  your  industry.  Robert 
Lenzner  tells  how  in  "Jimmy's  List,"  on  page  198. 

Waves  of  Creative  Destruction  Economist  Joseph 

Schumpeter  (1883-1950)  was  famous  for  describing  the 
forces  of  change  in  capitalism,  but  even  he  would  have  been 
stunned  to  see  the  upheaval  visible  on  the  Forbes  500s  lists.. 
This  year  895  companies  appear  on  one  or  more  of  the  four 
biggest  500s  rankings  (see  page  219).  Not  even  half  of  them 
made  the  Forbes  500s  directory  of  only  a  decade  ago. 

Fermat's  Theorem  and  the  Rocket  Ships  our 

creative  economy  is  energized  by  some  entrepreneurs  with 
considerable  talents  and  strange  predilections.  In  "Rocket 
Man,"  Doug  Donovan  tells  the  tale  of  a  real  estate  financier 
who  is  fueling  a  space  gambit  with  hydrogen  peroxide  and  is 
offering  a  $75,000  prize  for  the  answer  to  a  brainteaser  about 
numbers;  see  page  400. 

A  Very  Private  Club  You  have  to  be  in  the  right  net 
worth  bracket  to  qualify  for  one  of  the  new  private-equity 
funds.  But  exclusivity  doesn't  equate  to  profitability,  as  you 
can  see  in  "By  Invitation  Only,"  on  page  446.  The  author, 
James  M.  Clash,  produced  an  extremely  well-timed  expose  of 
private  hedge  funds  two  years  ago.  Read  his  latest  piece  be 
fore  signing  any  checks. 
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THE  RELENTLESS  PURSUIT  OF  PERFECTION. 


Birds-Eye  Maple  Interior  Trim 


Uniquely  Textured  Leather  Trim 


Exquisite  Paint 


Special  Edition  LS,  GS  And  ES  Sedans  Available 


Custom  Alloy  Wheels 


The  Lexus  Platinum  Series.  They  Take  You  Where  No  Other  Cars  Can.  Complimentary  international 
first-  or  business-class  companion  airline  ticket*  Room  upgrades,  complimentary  breakfasts  and  late 
checkout  at  hotels  and  resorts  worldwide.  Cabin  upgrades  on  cruises.  Access  to  airport  clubs.  Inclusion 
in  premier  car  rental  programs.  24-hour  concierge  service.  Standing  reser- 
vations at  some  of  the  world  s  most  exclusive  restaurants.  Preferred  seating 
at  theatrical,  musical,  cultural  and  sporting  events.  And  Travel  Emergency 
Assistance!  All  thanks  to  a  most  unique  feature  of  the  Lexus  Platinum 
Series:  the  complimentary,  two-year  American  Express  Platinum  Card*1 
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Cards 


'000  Lexus,  a  Division  of  Toyota  Motor  Saks,  U.S.A.  Inc  Lexus  reminds  you  to  wear  seatbelts,  secure  children  in  rear  seat,  obey  all  speed  laws  and  dme  responsibly  'Free  companion  ticket  seat  allocation  may  be  limited  on 
cific  airlines  and  departures.  Ticket  not  transferable  and  nonendorsable,  must  be  purchased  in  the  U.S.  with  the  Card.  Travel  must  originate  in  the  U.S.  at  carrier's  gateway  city.  Must  be  a  US  Card  member  to  qualify 
mphmentary  ticket  must  have  the  same  itinerary  as  paid  ticket  and  only  applies  with  all-year,  nonrestrictive  full  fares  One  complimentary  ticket  per  trip  per  Platinum  Card  member  traveling  Not  valid  with  any  promotion 
:ount  or  corporate-contracted  rate.  Subject  to  availability.  ^Travel  Emergency  Assistance  (TEA)  must  arrange  all  emergency  medical  and  companion  transportation.  Because  TEA  is  an  assistance  service,  and  not  an  insurance  plan 
cannot  reimburse  you  for  expenses  you  incur  on  your  own  :  You  must  apply  and  be  approved  for  the  Platinum  Card  The  two-year  Platinum  Card  membership  is  paid  for  by  Lexus  Terms,  conditions  and  restrictions  apply.  For 
re  information  about  these  platinum  Card  services,  please  call  800-576-8942  or  visit  www.americanexpress.com/cards.  For  more  information,  visit  our  Web  site  at  www.lexus.com  or  call  800-USA-LEXUS  (800-872-5398) 


Relax.  Business  on  the  Web  is  a  breeze  when 
you  use  Interland.  That's  because  Interland 
is  a  true  Web  solutions  provider.  A  one-stop 
resource  that  delivers  everything  you  need 
ness  to  succeed  on  the  Web. 


From  simple  site  design  and  hosting  to  high 
volume,  secure  e-commerce.  Even  software 
application  hosting.  And  with  your  very  own 
Interland  Account  Manager  who'll  take  the 
time  to  learn  about  your  business,  you  can 


rest  assured  you'll  get  the  solutions  you  need 
whenever  you  need  them.  Easily  and  affordably. 
So  take  the  worry  and  frustration  out  of  doing 
business  on  the  Web  with  Interland.  It's  no 
wonder  it's  the  best-kept  secret  on  the  Internet. 


interland 

We  make  the  Web  work  for  your 

www.interland.com  •  sales@interland.com 

1.800.303.2628 
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Credit  Checked 

Thanks  for  "Brown's  Law"  (Mar.  6, 
p.  52)  on  Xerox's  John  Seeley  Brown. 
To  reinforce  your  punch  line,  every 
business  that  wants  to  compete  on  the 
Internet  has  to  build  communities.  But 
to  set  the  record  straight,  it  was  David 
Reed,  a  Diamond  fellow,  not  Brown, 
who  first  developed  the  mathematical 
basis  for  this  e-business  concept. 

Conventional  wisdom  has  it  that 
Metcalfe's  Law  explains  the  growth  of 
the  Internet.  (The  value  of  a  network 
grows  in  proportion  to  the  square  of 
the  number  of  users  on  the  network.) 
But  Metcalfe's  Law  vastly  underesti- 
mates the  real  value  of  networks. 

Reed  devised  a  new  equation  that 
pegs  a  network's  value  to  be  exponen- 
tially higher  by  observing  that  the  num- 
ber of  groups  that  can  be  formed  on  the 
Internet  is  2  to  the  n.  He  then  explained 
how  online  businesses  could  design 
communities  so  users  could  establish 
nearly  limitless  numbers  of  groups  and 
have  their  value  grow  in  proportion  to 
the  Reed  exponential — a  far  larger 
number  than  the  Metcalfe  n-squared. 
CHUNKAMUI 
Partner 
Diamond  Technology  Partners 
Chicago,  III. 

Buzz  Words 

Over  the  past  20  years  I  have  been  con- 
tinually amazed  at  the  amount  of  time 
and  money  devoted  to  "new"  manage- 
ment phrases,  like  the  ones  in 
"Preshrunk"  (Mar.  6,  p.  82).  Rather 
than  hire  these  "behavior  experts," 
managers  should  give  that  kind  of  feed- 
back at  employee  evaluations.  The  sad 
truth  is  that  many  can't  give  that  feed- 
back and  others  can't  accept  it,  regard- 
less of  who  provides  it. 

JIM  SCHLETT 
Reston,  Va. 

Charity  Clarity 

The  financial  records  attributed  to 
the  Marino  Foundation  ("Sweet 
Charity,"  Mar.  20,  p.  180)  deserve 
clarification  for  two  reasons:  Marino 


Cover  Letter 

I  never  thought  I  would  com- 
ment on  a  FORBES  cover.  But  the 
Mar.  20  cover  featuring  Anna 
Kournikova  could  be  the  first 
one  I  put  on  my  wall.  Usually, 
when  a  financial  magazine  talks 
about  athletes  and  money  you 
see  a  bald-headed  Michael  Jor- 
dan or  an  overweight  Arnold 
Palmer.  What  a  surprise!  When 
my  wife  does  a  double  take  to  see 
which  magazine  I'm  reading,  you 
know  you've  hit  the  bull's-eye. 
GRAHAM  M.  STONE 
Fayetteville,  N.C. 


hosts  a  purse-play  tournament  com- 
parable to  a  PGA  event,  as  opposed  to 
the  "outings"  it  was  measured 
against.  Secondly,  the  gross  receipts 
listed  include  $317,074  of  "in-kind" 
donations.  In-kind  donations  do  not 
equate  to  hard  dollars  and  thus  im- 
pact your  tabulations  of  percentage 
of  revenue  donated  to  charity. 

RALPH  E.  STRINGER 

Executive  Director 

The  Dan  Marino  Foundation 

Fort  Lauderdale,  Fla. 

Team  Work 

You  write  that  the  Clinton  Administra- 
tion ("Fact  and  Comment,"  Mar.  6, 
p.  39)  will  "try  to  impose  terms"  on  Is- 
rael, Syria  and  the  Palestinians.  Israeli 
Prime  Minister  Ehud  Barak  is  surely 
much  more  worried  that  election-year 
politics  and  presidential  succession  may 
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VE'VE  ANALYZED  OVER  1200  COMPANIES 
N  MORE  THAN  80  INDUSTRIES. 

>  TRY  GETTING  THAT  FROM  A  CHAT  ROOM 


pecial  Offer: 

pen  an  online  trading  account 
>day  and  benefit  from  DLJ's  insight 
rid  analysis  for  60  days. 


EBfr      I 


Anyone  can  offer  you  online  trades. 

But  only  DLJdirect  supports  you  with  a  wealth 

of  market  intelligence  and  insight  from 

DLJ's  industry  analysts.  From  top  picks 

to  buy,  sell  and  hold  recommendations, 

they  have  information  and  points  of  view 

backed  by  over  40  years  of  Wall  Street 

experience.  Why  settle  for  recycled, 

third-party  research?  Open  an  account  now 

and  tap  into  the  best  financial  insight 

available  online  for  60  days.  Now  that's 

something  worth  chatting  about. 

Donaldson.  Lufkin  &  Jenrette* 


ww.DLJdirect.com     aol  keyword:  dljdirect     1.877. DLJ.  1960     $20  Trades 

I 


DLJdirect  Inc.  DLJd/rect  Inc..  a  Donaldson.  Lufkh  3<  Jenrette  Company,  is  a  membe 
Long  Term  Investment  Corporation.  "Pu  on  online"  is  a  traderr 


SIPC.  DLJd/recr  and  Donaldson.  Lufkin  &  Jenrette  are  trademarks 
I'ngs. 


Will  your  bright  idea  flyl 


QUICKTAKE     IT! 


Ask  a  few  hundred  people  what 
they  think  about  your  business 
concept — from  your  computer,  in 
minutes,  via  the  Internet — at  a 
fraction  of  the  cost  of  doing  it  the 
old-fashioned  way. 

Select  your  precise  target  from 
people  all  across  the  Internet. 

Answers  tabulated  in  real  time — 
final  results  in  just  hours. 

Find  out  how  this  new  Internet 
tool  can  help  you  know  if  you  are 
on  the  money. 

Get  online  at  www.quicktake.com 
and  get  the  answer. 


OuickTake.com 

A  D4VBKM  Of  GtKWWU)  OmUM.  ItK- 

Like  20/20  hindsight 
upfront/onlineSM 


O2000  Greenfield  Online.  Irtc 


A  GROWTH  FUND  WITH 
BLUE  CHIP  PERFORMANCE 


How  S  10,000  Invested  6/30/93 
Would  Have  Grown  vs.  Competitors 


Maotu 


I  Blue  Chip  Growth  Fund  S40039*" 

I  Upper  Lugc-C jp  Core  Funds  Average 


T.  Rowe  Price  Blue  Chip  Growth  Fund  iTRBCX)  invests  in  today's  lead 
ing  growth  companies  as  well  as  those 
with  the  ability  to  become  tomorrow's 
industry  leaders.  These  blue  chip  com- 
panies can  offer  you  excellent  long-term 
capital  appreciation  potential. 

The  fund's  strategy  has  proven  effec- 
tive. As  the  chart  indicates,  the  fund 
has  outperformed  its  Lipper  Category 
Average  since  inception.  Of  course,  past 
performance  cannot  guarantee  future 
results.  No  sales  charges. 


■NBMMrin 


Call  for  your  investment 
kit  including  a  fund 
profile  or  prospectus 

1-800-341-5594 

www.  trowephce.  com 


Invest  With  Confidence 

T.RoweRice 
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.8.28%.  and  23-78%  are  ihe  fund's  average  annual  total  returns  for  the  1-vear,  5 -year,  and  since  inception 

ded  12/31/9%  respectively.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 

Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than 

e  for  Lipper  data:  Lipper  Inc.) 

Win   '  eases,  read  the  fund  profile  or  prospectus  carefully  before  investing.  T.  Rowe 


1  butor 


BtXH)S46<< 


READERS     SAY 

interrupt  America's  proactive,  balanced  l 
mediation  of  the  Arab-Israeli  conflict  be- 
fore the  job  is  finished.  That  would  leave  | 
Israel  more  vulnerable. 

Barak  knows  what  you  neglect  to 
point  out:  Clinton  has  not  only  man- 
aged to  win  the  confidence  of  Barak, 
but  of  Syria's  Hafez  al- Assad  and  Pales- 
tine's Yasir  Arafat  as  well,  and  has  be- 
come personally  involved  in  the  talks. 
MICHAEL  SONNENFELDT 
Chairman,  Israel  Policy  Forum 
New  York,  NY. 

Alternative  Idea 

In  "On  My  Mind"  (Mar.  20,  p.  36)  you 
state  that  "alternative"  medicine  is  a 
confabulated  voodoo  of  healing  meth- 
ods without  any  scientific  basis.  As  a 
board  certified  physician,  I  can  assure 
you  this  is  not  the  truth.  The  treatments 
I  employ  are  backed  by  years  of  sound 
research,  double-blinded  studies,  and 
many  are  the  standard  of  care  in  other 
countries. 

My  patients  are  those  with  real  med- 
ical conditions  such  as  diabetes,  cancer 
and  heart  disease  who  are  dissatisfied 
with  their  limited  options.  Fortunately, 
you  can't  dictate  how  medicine  is  prac- 
ticed in  this  country. 

SCOTT  GREENBERG,  M.D. 

The  Magaziner  Center  for  Wellness 

Cherry  Hig  N.J. 

Down  on  the  Farm 

In  "Insuring  Failure"  (Mar.  20,  p.  100) 
you  are  critical  of  the  subsidy  for  farm 
crop  insurance  and  farm  bailouts.  But  no 
one  seems  to  be  aware  that  it  was  origi- 
nally conceived  to  insure  that  the  Amer- 
ican people  always  had  an  abundant 
food  supply  at  reasonable  prices.  In  that 
regard,  the  programs  have  succeeded. 

RUSS  GRAHAM 
Beresford,  S.D. 

Correction  on  Chase 

On  page  204  we  incorrectly  report 
the  size  of  Chase  Capital  Partners,  a 
$16  billion  venture  capital  fund  run 
by  Chase  Manhattan. 

Send  e-mail  to  readers@forbes.com. 
Letters  should  include  the  author's 
address  and  phone  number. 
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IBERTY  MUTUAL  GLOBAL  INSURANCE  CLAIMS 


a 


RUTO 


HOME 


tit 


LIFE 


From  my  office  in  Manhattan, 
I  can   manage   insurance  claims 
around  the  world.  Natural  disasters, 
product  failures,  injured  workers... 
all  you  have  to  do  is  give  me  a  call, 
and  I'll  help  make  it  a  hassle-free, 
seamless  process.  And  to  keep  things 
running  smoothly,  I  make  it  my 
business  to   know  local   customs, 
laws  and  cultural  differences  around 
the  globe.  So  whether  it's  setting  up 
an  alternate  distribution  site  after 
a  major  Bangkok  fire,  or  finding  a 
good  hospital  near  the  Guatemalan 
jungle,  I  make  sure  my  customers' 
businesses  stay  in  business.  // 


INSU 


If  you  plan  on  traveling 
abroad  for  business,  be  sure  to  check  the  U.S.  State  Department's 
up-to-date  travel  warnings  and  country  news  at  http://travel.state.gov 


LIBERTY 
MUTUAL. 


ori?:; 


m> 


-. 


S-eWng  Compaq  PfoLjan  J£*  server  farm  at  a  ^ 

H«'*mc„mpaq,ns,gh(M  ^  -  eyoumoreofmorethan       ^.jo„„eedcontro, 

#i*-and  our  new  optional  p„  ™<*gement  ,00/  (.     J  '"er  serv^  ,n  their  Cass. 

S°  "*  can  take  cjj       *      *  ,nS'8h,  ^^  ^  "^  T"  — 
«*"ce  anywhere  on  ^  Pr°Uan'  s^rs  fr0m  wh  '       *  "*  WU  rem*  control 

™"*™nt,w,s.F,n;!r-'-"^orea,foro,o,e,h:rr!y.UnS,OPWb'^^'nowa 


F'ndoutmoreat 


— ompao.corn  /meara;~  -  <"«e  lno,spensab(e 


2*0X  COMPAQ 


f   Deploying  software 
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Edited  bv  William  P.  Barrett 


His  Next 
Gang  Film: 
the  IRS 

►  Actor  Edward  James 
Olmos'  personal  production 
company  wants  to  deduct 
$216,000  in  legal  fees  in- 
curred in  battling  an  alleged 
1995  effort  to  ruin  his  repu- 
tation. A  somewhat  myste- 
rious U.S.  Tax  Court  peti- 
tion says  an  unnamed 
person  tried  to  get  Olmos 
blackballed  from  show  busi- 
ness for  unspecified  reasons. 
This  would  have  been  after 
reports  of  Mexican  Mafia 
anger  over  Olmos'  antigang 
film  American  Me.  He  ap- 
parendy  is  fighting  the  In- 
ternal Revenue  Service's 
general  policy  that  many 
legal  fees  are  nondeductible 
personal  expenses.  No  fur- 
ther comment  from  the 
Olmos  side. — Janet  Novack 

Was  That  an  Off  Ramp? 

►  Think  tech  multiples  are  getting  up  there?  National  Scien- 
tific Corp.,  in  Phoenix,  sports  a  $400  million  market  value  de- 
spite just  four  employees,  one  575-square-foot  rented  of- 
fice— and  no  revenue  at  all  in  37:  years.  The  firm — which 

Bill  Gates,  Thank  Your  Lucky  Stars 


previously  originated  mortgages  and  sold  cleaning  prod- 
ucts— holds  several  patents,  one  covering  a  new  kind  of  sta- 
tic RAM  chip.  Shares  that  changed  hands  privately  in  Octo- 
ber for  25  cents  now  trade  for  $11.25.  A  flack  sees  vast 
licensing  fees:  "We're  ready  to  ramp  up  revenue."   — W.P.B. 

Good  Enough  for  Government  Work 

►  Touting  its  property  acumen,  worldwide  brokerage  net- 
work ERA  Real  Estate,  part  of  Cendant  Corp.,  issued  a  press 
release  listing  estimated  values  often  world-ruler  residences. 
Oops!  The  Belgian  prime  minister's  home  was  put  at  the 
wrong  address.  Asked  to  support  the  valuations,  ERA  couldn't 
provide  such  basic  appraisal  data  as  number  of  rooms  or 
nearby  property  sales  used  as  comparables.  ERA  and  its  pub- 
licist, Quinn  &  Co.,  have  blamed  each  other.   — Stephane  Fitch 

Life,  Liberty  and  Discharge  of  Debt 

►  Some  26  Americans  facing  ruinous  cash  demands  as  in- 
vestor "names"  in  the  Lloyd's  of  London  insurance  market  have 
found  unexpected  relief  in  U.S.  bankruptcy  courts.  Appar- 
endy  fearful,  in  part,  of  submitting  itself  to  Yankee  jurisdic- 
tion over  fraud  allegations,  Lloyd's  has  meekly — and  qui- 
edy — abandoned  all  $14  million  of  its  claims  against  the  26 
without  even  seeking  partial  repayment.        — Tomas  Kellner 

Do  They  Have  a  Yen  to  Make  a  Mark? 

►  Carmakers  Toyota  and  Volkswagen  are  rumored  to  be  talk- 
ing merger.  After  the  usual  denials,  a  Toyota  official  says,  "We 
have  to  take  things  one  step  at  a  time."    — Benjamin  Fulford 

Land  of  the  Rising  Sum 

►  Amid  Japan's  current  economic  problems,  three  big 
Japanese  banks  are  merging:  Asahi,  Tokai  and  Sanwa.  Wags 
note  their  combined  nickname,  Asatosan,  is  the  Japanese 
word  for  "bankrupt  in  the  morning."  — B.F. 


Microsoft  Corp.  has  been  on  trial  for  alleged  antitrust  violations,  but  it's  a  civil  case  with  no  chance  of  crimi- 
nal conviction  or  jailing  of  executives.  Not  true  of  these  company  officials,  all  convicted  and  sentenced  in 
U.S.  courts  in  recent  years  to  hard  time  for  price-fixing  violations  of  the  Sherman  Act.     —J.N.  and  W.P.B. 


NAME  COMPANY 

Roland  Bronnimann  1  loltmann-La  Roche 

Jerome  Bullis  Allen  Dairy 

Anthony  Giordano  Sr./ Atlas  Iron  Processors 

Cfoment  Isd/Comet  Products 

U  International 
ouiiWaniser/l.wii         iih 
Mark  Whitacro/ Archil  md 

Source:  U.S.  Justice  Department 
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LOCATION 

SENTENCE 

Switzerland 

5  months 

Fort  Wayne,  Ind. 

30  months 

Cleveland,  Ohio 

12  months 

Chelmsford,  Mass. 

21  months 

Nashville,  Tenn. 

17  months 

Greenfield,  Wis. 

1 3  months 

Decatur,  111. 

30  months 

COMMODITY 

vitamins 
milk 

scrap  metal 
plastic  dinnerware 
graphite  electrodes 
advertising  displays 
animal  food  additives 


STATION  WAGONS 


BECOME  SUVs. 


WRESTLERS 


r 


ECOME  GOVERNORS. 


PUSH  TECHNOLOGY 


BECOMES 


What  became  of  Push?  It  went  to  work  for  companies  like  SOP, 

Hewlett-Packard,  and  Robertson  Stephens.  To  get  these  stories  and  more, 

go  to  www.backweb.com.  Or  call  1-800-863-0100. 


PUSH    FOR   E-BUSINESS    SOLUTIONS. 


MP 

Is  an  integral  part  of  its  mySflP.com" 
nternet  business  strategy, SAP  created 
ollaborative  customer  relationship 
nanagement  solutions  that  leverage 
lackWeb®  to  push  critical  information  to 
emote  sales  and  support  personnel.  SAP 
RM  solutions  will  help  companies  improve 
.ustomer  service  and  build  customer  loyalty. 


Hewlett-Packard 

Using  BackWeb,  Hewlett-Packard  pushes 
technical  support  offerings  to  HP  Pavilion 
PC  customers.  With  proactive,  targeted 
updates  of  help  files  and  driver  updates, 
Hewlett-Packard  is  able  to  reduce  the 
number  of  tech  support  calls. 


Robertson  Stephens 

Using  BackWeb,  Robertson  Stephens 
pushes  market  updates  and  critical 
information  to  stock  traders.  By 
accelerating  the  delivery  of  information, 
Robertson  Stephens  helps  traders  react 
faster  to  market  changes,  which 
ultimately  results  in  increased  revenues 
and  improved  customer  service. 


OMPPNIES     USING     BPCKWEB:     FIDELITY     INVESTMENTS,      CISCO,      BRITISH     TELECOM,      C  O  M  P  H  Q  ,      U     S    WEST,      AND     MORE 


2000  Bockweb  Technologies,  Inc.  nil  fights  reserved    Bockweb  is  o  registered  trademark  of  BackWeb  Technologies,  fill  other  trademarks  ore  the  property  of  their  respective  owners. 
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MARCH  20,  2000 

Son  Doesn't 

HOW  WRONG  WE  WERE  TWO  ISSUES 
ago,  when  we  opined  that  Masayoshi 
Son,  founder  of  Japan's  Softbank,  might 
pass  Bill  Gates  as  the  world's  richest  man. 
Son  has  taken  a  serious  beating  since  our 
story  ran.  From  a  peak  of  $72  billion  his 
paper  wealth  shrank  to  a  recent  $35  bil- 
lion. Investors  were  not  thrilled  with  the 
late- February  news  that  Softbank 
planned  to  buy  failed  Nippon  Credit 
Bank.  Gates  holds  a  firm  lead  at  around 
$92  billion.  — Christopher  Helman 


OCTOBER  4,  1999 

B  to  Boom 

WHEN  WE  PROFILED  MOUNTAIN  VIEW, 
Calif. -based  Aspect  Development,  the 
software  company  was  clicking  on  all 
fronts:  Sales  had  tripled  over  the  previ- 
ous three  years  to  $86  million,  and  its 
move  to  the  Internet  was  opening  new 
markets.  We  weren't  the  only  ones  im- 
pressed. In  mid-March  i2  Technologies 
agreed  to  buy  Aspect  for  $9  billion  in 
stock,  the  most  expensive  software  ac 
quisition  ever.  It  plans  to  use  Aspect's 
software,  which  streamlines  parts  pur- 
chases, to  build  an  Internet  trade  matrix 
for  businesses  to  manage  such  things  as 
product  design  and  manufacturing 
schedules.  — Quentin  Hardy 

APRIL  19, 1999 

Quick  Payback 

AS  WE  PREDICTED,  CHEVRON  GOT  A 
good  deal  when  it  paid  $400  million  in 
cash  and  assumed  debt  for  Rutherford- 
Moran  Oil  Corp.,  a  Houston  company 
with  a  52%  interest  in  a  promising  Gulf  of 
Thailand  oilfield.  Rutherford-Moran 
couldn't  develop  the  field  itself  because  it 
owed  too  much  money  to  Chase  Man- 
hattan, which  was  also  its  investment 
banker.  Chevron  pump..  '  $173  million 
into  the  project.  The  results  have  been 
spectacular.  Natural  gas  production 
tripled  last  year,  to  151  million  cubic  feet 


a  day,  while  production  grew  sevenfold, 
to  22,945  barrels  a  day.  At  current  prices  it 
could  yield  $500  million  in  just  three 
years.  Chevron  says  it  has  plenty  more 
wells  to  drill.  — Daniel  Fisher 

JANUARY  24,  2000 

Debt  Retrieval 

JUST  THREE  MONTHS  AFTER  OUR 
story  on  how  Dialog  Corp.'s  brash  British 
owner,  Daniel  Wagner,  had  made  a  mess 


of  the  once-pioneering  data  retrieval 
company,  Wagner  is  throwing  in  the 
towel.  Crippled  by  $260  million  in  debt, 
in  late  March  Wagner  announced  he  was 
in  advanced  talks  to  sell  Dialog's  infor- 
mation-services division,  which  makes 
up  about  90%  of  the  company's  opera- 
tions. The  buyer  will  be  Canada's  Thom- 
son Corp.,  whose  executives  include  the 
former  head  of  Dialog.  Wagner  says  he'll 
retool  what's  left  of  Dialog  as  an  Internet 
business.  Good  luck.        — Seth  Lubove 


Flashbacks 


75  YEARS  AGO  IN  FORRES/MAY  I.  1925 

Flying  Ford?  Will  Henry  Ford  become  King  of 
the  Air?  The  Fords  have  gone  deeply  into  the  aviation  ques- 
tion and  are  backing  the  Stout  Air  Transport  Company  in  the 
advancement  of  commercial  aviation.  To  the  right  is  shown 
the  "Maiden  Dearborn"  purchased  by  the  Ford  Motor  Com- 
pany for  operation  on  a  regular  schedule  between  Detroit 
and  Chicago.  It  is  constructed  entirely  of  metal  and  is  capa- 
ble of  making  115  miles  an  hour. 
Ford  produced  and  sold  airplanes  until  1932  and  temporarily  resumed  production  in  World  War  II.  It  also  ran 
its  own  mail  and  air  freight  service. 

30  YEARS  AGO  IN  FORBES/ JANUARY  I,  1970 

Dig  I  alKGr  Edwin  Land,  Polaroid's  chief  executive,  talks  of  building  a  camera  so  small  that  one 
could  carry  it  like  a  key  case.  Investors  have  grown  weary  and  wary  of  such  talk  from  most  managements, 
but  not  from  Polaroid:  At  60  times  earnings.  Polaroid  is  one  of  the  most  expensive  big  stocks  around  today, 
and  its  combined  market  value,  now  some  $4  billion,  ranks  with  that  of  such  outstanding  older  companies 
as  Avon  Products  and  Coca-Cola. 
Polaroid  finally  hit  it  big  in  September  1999  with  its  l-Zone  Instant  Pocket  Camera,  just  larger  than  a  key  case. 

25  YEARS  AGO  IN  FORBES/APRIL  I. 1975 

U  CI  T  6 1 1 3  D 1 6  Thirty-five  floors  above  Park  Avenue,  Saul  Steinberg,  35,  chairman  of  Reliance 
Group,  is  talking  on  the  phone  from  his  plush  rosewood-paneled  New  York  office.  No,  Steinberg  assures  his 
caller,  Reliance  isn't  in  trouble.  Definitely  not.  But  what  about  last  year's  $6.60  a  share  loss,  versus  a  $2.55 
profit  in  1973?  The  figures  don't  mean  what  you  think,  Steinberg  says  over  the  phone  with  the  exaggerated 
patience  of  a  Nobel  laureate  explaining  first-year  calculus  to  a  class  of  dumbbells. 
In  late  February  Steinberg  stepped  down  as  chief  executive  of  troubled  Reliance  Group  Holdings. 
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LOOK,  UP  IN  THE  $KY,  irs  a  whole  new  dot-conomyi  its  an  INVASION  OF  INGENUITY,  powered  by  technology  ihai  seems  OTHERWORLDLY 

BUT  COMES  FROM  THE  DOT  IN  .COM,  SUN  MICROSYSTEMS.  SUN  ARMS  INVADERS  WITH  AN  ARSENAL  OF  ENTERPRISE  SERVERS  THAT  SCALE  10  MFLI IHL 

INTERNET  GROWTH  curves  of  powerhouses  like  cdnow  and  e*trade.  and  those  servers  are  loaded  with  the  ALL-POWEREUL  SOLARIS, 

A  IRUt  .COM  OPERATING  ENVIRONMENT  (15  OF  20  GLOBAL  ISPs  RUN  ON  IT).  BEWARE,  THESE  INVADERS  WIFE  GROW  SMARTER  AS  UK  Y  UNLOCK  THEIR 
GROWING  DAFABASE  OE  INTELLIGENCE  WITH  SUN'S  OPEN  STORAGE  SOLUTIONS.  CAN  YOU  BE  AN  INVADER?  YOU  CAN.  SUN  SERVICFS  Will  PREPARE  YOU  -  WHETHER 
YOU  ARE  GETTING  READY  FOR  YOUR  FIRST  BATTLE  OR  RETOOLING  YOUR  FORCES  FOR  THE  NEW  WORLD.  RED  ALERT:  THE  .COM  INVASION  IS  HERE.  PLEASE, 

IF  YOU  DO  NOT  TAKE  PART,  AT  LEAST  HAVE  THE  GOOD  SENSE  TO  GET  OUT  OF  THE  WAY. 


i  mi  wK.ii  WWWMM(OM/INVASI0N  ■mio'&C»    '     "    *  u> i  »»'> 
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microsystems 
We're  the  dot  in  .com 


e  Business 


Well,  you've  nailed  another  one,  Senor  Sosa.  Opportunity's  what  it's  all  about.  And  in  eBusiness,  it's 
knocking  louder  than  ever.  Because  we've  developed  a  portfolio  of  customer  relationship  solutions 
that  enables  companies  to  integrate  their  sales,  marketing  and  service  capabilities  with  the  new, 
high-performance  Internet.  Turning  every  point  of  customer  interaction  into  an  opportunity  for 


Nortel  Networks  the  Nortel  Network  logo,  the  Globemarir  and  'How  the  world  shares  ideas _  are  trademarks  of  Nortel  Networks  'What  do  you  want  the  Internet  to  be?*  Is  a  service  mark  of  Nortel  Networks-  ©2000  Nortel  Networks  All  rights  reserved 


stronger,  more  profitable  customer  relationships.  Just  one  more  way  we're 
evolving  eBusiness  into  the  way  you  do  business  every  day.  So  come 
together,  right  now  with  Nortel  Networks'"  And  make  the 
Internet  whatever  you  want  it  to  be.  nortelnetworks.com 


NORTEL 

NETWORKS 

How  the  world  shares  ideas. 
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Edited  by  Tim  W.  Ferguson 


Privacy  Shmivacy 

A  commercial  transaction,  on  the  Web 
or  otherwise,  involves  knowledge  shared 
between  buyer  and  seller.  Neither  owns  it. 


DANIEL  OLIVER 

CHAIRMAN,  PACIFIC  RESEARCH  INSTITUTE,  AND 
PRESIDENT  REAGAN'S  CHAIRMAN  OF  THE  FTC,  1986-89. 

Thank  heaven  for  little  girls  (and  little  boys,  too).  That  is  what 
the  national  nannies  must  be  singing  now.  On  behalf  of  "the 
children,"  the  nannies  persuaded  Congress  to  enact  the  first 
Internet  privacy  statute.  That  was  only  the  beginning.  With  the 
Web  in  the  nannies'  hands,  Moore's  Law  will  apply  to  regula- 
tions, too.  They'll  double  in 
volume  every  18  months. 

Internet  privacy  is  h^rcit 
the  moment,  in  part  because 
an  Internet  advertising  firm, 
DoubleClick,  gathered  "per- 
sonal" information  about 
people  using  the  Internet 
(name,  address,  age,  shop- 
ping patterns)  without  their 
knowledge  and  sold  it.  The 
nannies  didn't  like  that.  But 
in  the  1960s  the  nannies 
didn't  like  the  ads  sewing 
machine  companies  ran  call- 
ing their  machines  "auto- 
matic." The  nannies  said 
consumers  would  think  the 
machines  made  clothes  with- 
out human  intervention,  and 
got  the  Federal  Trade  Com- 
mission to  prohibit  the  ads. 

Now  the  nannies  have  a  theory  on  privacy:  that  Internet 
users  have  a  privacy  right  that  is  violated  when  an  organiza- 
tion collects  data  about  them  and  their  habits  without  their 
express  permission.  The  nannies  should  stick  to  their 
sewing — they'd  do  less  harm  to  the  new  economy. 

What  is  this  thing  called  "privacy"  anyway?  People's 
names,  addresses  and  telephone  numbers  have  been  public 


"Wlien  merchants  have  information  that  enables 
them  to  target  advertising,  consumers  win:  They 
get  lower  prices  and  spend  less  time  searching." 


viously  public  but  uncorrected,  and  to  use  the  results  to  I 
make  their  commercial  operations  more  efficient.  Sellers  save  i 
money  (and  therefore  can  charge  less)  if  they  can  target  their  | 
advertising  to  people  most  likely  to  buy  their  products.  That's 
why  you  want  merchants  to  know  as  much  as  they  can  about  | 
you,  from  your  taste  in  coffee  (black,  hot  and  sweet)  to  your 
taste  in  music  (Bach,  gavottes  and  suites).  Consumers  win 
when  merchants  have  information  that  enables  them  to  tar- 
get their  advertising,  because  they  get  lower  prices  and  spend 
less  time  searching  for  products.  Poor  consumers  arguably 
benefit  the  most,  presuming  they  have  little  time  to  search 
and  litde  money  to  spend. 

The  market  is  also  working  to  provide  security,  which  is 
to  be  distinguished  from  privacy.  Of  course  we  want  to  pro- 
tect people's  medical  records  and  their  financial  transactions. 
It  is  also  worth  noting  that  the  victims  of  commercial  fraud 
on  the  Internet  tend  to  be  merchants,  who  get  stuck  with  any 

losses  by  the  credit  card 
companies.  A  customer's 
maximum  exposure  is  $50. 
It  may  be  that  merchants 
will  need  more  information 
about  consumers,  not  less. 

The  market  is  also  mak- 
ing it  possible  for  people  to 
surf  the  Internet  anony- 
mously. Consumers  today 
can  block  the  "cookies" 
many  Web  sites  send  out  by 
making  simple  changes  to 
their  Internet  browsers.  As 
well,  vendors  will  enable  In- 
ternet users  to  send  e-mail 
anonymously.  The  market 
will  provide  more  privacy,  if 
that's  what  consumers  want. 
The  nannies  worry  that 
those  on  the  wrong  side  of  a 
"digital  divide"  won't  know 
what  they  want.  For  the  moment  the  FTC  has  concluded  that 
self-regulation  by  the  industry  is  sufficient  to  address  what- 
ever privacy  concerns  currently  exist.  That's  good  news. 

Regulations  tend  to  outlast  their  usefulness.  If  there  is  a 
privacy  problem,  technology — the  market — will  solve  it.  If 
there  is  regulation,  it  will  be  on  the  books  for  a  lifetime.  It  was 
not  until  this  year  that  Congress  got  around  to  acting  to  re- 


tor  years  in  . . .  phone  books.  And  people's  buying  habits  have  peal  Depression-era  legislation  that  reduced  Social  Security 
not  traditionally  been  thought  of  as  secret.  They  are  known  payments  for  older  people  who  chose  to  work.  The  Depres- 
to  at  least  one  selling  party  in  nearly  every  instance.  Even  if     sion  was  70  years  ago.  A  lifetime. 


the  information  about  those  purchases  were  private  prop- 
erty, whose  property  would  it  be?  The  buyer's  or  the  seller's? 
What's  different  today  is  that  technology  allows  mer- 
■  t(  correlate  lots  of  disparate  information  that  was  pre- 
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Regulation  could  slow  the  growth  of  the  Internet  for  a 
lifetime,  too.  But  if  we  can  resist  the  nannies,  there's  infinite 
potential  for  growth — and  for  giving  consumers  exacdy  what 
they  want.  F 
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NOW  EARN  PREMIER  STATUS  FROM  SINGAPORE  AIRLINES. 

Beginning  April  1,  when  Singapore  Airlines  becomes  a  member  of  the 

Star  AllianceTV,  United  Mileage  Plus   members  can  apply  qualifying 
miles*  earned  on  Singapore  Airlines'  flights  towards  Premier 
«  Status,  Premier  Executive   Status  and  Premier  Executive  IK   Status. 


88888  222  333 


SIPIGAPORE 
AIRLinES 

A  great  way  to  fly 

siHgaporeair.com/americas 

Mileage  Plus  miles  will  accrue  at  150^  (First  Classl.  125''  (Raffle  Business  Class),  and  [00*  (Economy  Class)  of  actual  miles  flown  on  qualifying  fares.  *  Actual  paid  flight  miles 
qualify-  towards  Premier  Status.    Any  additional  or  bonus  miles  above  actual  paid  flight  miles  will  not  quality-  towards  Premier  Status.  Other  conditions  t\ 
Program  subject  to  change  without  notice.   Call  United  for  details.   Star  Alliance  is  a  registered  trademark 
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Kx  ( i a  vagant.  Excessive.  Exorbitant. 
IVrri  enough  about  the  engine. 

The  new  Benlley  Arnage  Red  Label.  400  lip.  590  lb-It  of  torque.  What  else  could 
overshadow  550  sq-ft  of  hand-sewn  leather?  Call  l-o77-3(K)-HH03  or  visit  benlleymotors.coin. 
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FACT  AND   COMMENT 


By  Steve  Forbes,  Editor-in-Chief 
"With  all  thy  getting  get  understanding" 


TAIWAN 


PRESIDENT-ELECT  CHEN  SHUI-BIAN  IS  CAREFULLY  AVOIDING 
offending  Beijing  with  any  incendiary  talk  of  independence 
for  Taiwan.  His  own  party,  the  Democratic  Progressive 
Party,  is  expunging  the  explicit  pro-independence  plank 
from  its  platform.  Chen  now  endorses  letting  the  mainland 
join  the  World  Trade  Organization  before  Taiwan  does.  He 
also  supports  doing  away  with  cross-Strait  restrictions  on 
travel  and  investment. 

But  make  no  mistake.  This  "renegade  province"  is  a  thriv- 


ing democracy.  Taiwan's  economy  is  strong,  girded  with  count- 
less, innovative  entrepreneurs.  There  can  be  no  effective  politi- 
cal reunification  voluntarily  until  the  mainland  evolves  into  a 
Taiwan-like  democracy.  Beijing  may  think  it  can  force  the  issue 
in  the  near  future.  But  democratic  Taiwan  cannot  be  high- 
handedly turned  over  to  Beijing  the  way  the  colonies  of  Macao 
and  Hong  Kong  were.  To  avoid  military  conflict,  the  U.S.  must 
make  unmistakably  clear  to  Beijing  that  we  will  take  whatever 
steps  necessary  to  thwart  a  mainland  invasion  or  blockade. 


WHO  CAN  STOP  THIS  MAN? 


WHY  ON  EARTH  IS  ALAN  GREENSPAN  SO  IRKED  ABOUT  EQUI- 
ties,  particularly  those  of  high-tech  companies?  Markets  are 
relieved  that  the  latest  round  of  interest-rate  raising  wasn't 
worse.  But  Angry  Alan  ominously  remains  on  his  weird 
warpath,  hinting  he'll  take  more  drastic  steps  to  hurt  our 
economy  and  depress  equity  values. 

The  Fed  is  perversely  deploring  the  extraordinary  growth 
of  business  capital  investments  and  the  resulting  surge  in  pro- 
ductivity. In  reasoning  worthy  of  Orwell's  Newspeak,  Green- 
span &  Co.  now  warn  that  greater  productivity  can  lead  to 
higher  stock  prices  because  of  expectations  of  higher  earnings. 
Since  stocks  are  worth  more,  people  might  spend  more,  and 
that  would  create  supply  shortages,  labor  bottlenecks,  traffic 
jams,  road  rage,  ulcers  and  who  knows  what  else.  Thus  our  cen- 
tral bank  must  damage  the  economy  by  raising  interest  rates. 

The  irony,  of  course,  is  that  mainline  blue  chips,  initially,  are 
hit  harder  and  faster  than  high-flying  dotcoms.  All  Alan  is  re- 
ally accomplishing  is  punishing  his  friends  (Dow-type  compa- 
nies) while  trying  to  get  at  his  enemies  (high-tech  suppliers). 
For  now  he  is  in  a  Lear-like  rage  against  the  storm  of  high-tech 
innovation.  Never  mind  that  surging  productivity  enables  us  to 
enjoy  higher  living  standards.  Or  that  more  business  investment 
means  more  supply  of  products  and  services.  Or  that  growth 
of  personal  incomes  is  actually  exceeding  consumer  spending 
growth.  Or  that  people  are  saving  more  to  invest  more. 


What  about  the  Fed's  mutterings  about  people  borrow- 
ing against  the  value  of  their  stocks?  Well,  interest  rates  for 
that  are  less  than  those  you  pay  on  credit-card  debt  or  for 
second  mortgages. 

There  are  serious  warning  signs  for  the  economy  in  the 
Fed's  bizarre  course.  Two-year  Treasury  notes- now  yield  sig- 
nificantly more  than  30-year  bonds — and  that's  not  just  be- 
cause in  a  decade  or  so  long-term  government  bonds  may  be 
listed  as  an  endangered  species  because  of  the  reduction  of  the 
publicly  held  portion  of  the  national  debt.  An  inverse  yield 
curve  is  always  a  red  light  flashing.  Another:  Commodity 
prices  remain  depressed,  particularly  the  telltale  price  of  gold. 

In  December  1996  Greenspan  temporarily  set  back  mar- 
kets by  warning  that  stocks  were  guilty  of  "irrational  exuber- 
ance." He  himself  had  put  his  money  into  savings  bonds.  But 
the  Dow  went  up  82%  before  its  recent  wobbling,  and  the 
NASDAQ  index  gained  more  than  200%.  The  Fed  Chairman 
has  become  shriller  about  how  pernicious  all  of  this  is.  Some 
Wall  Street  wags  propose  that  a  collection  be  taken  up  to  give 
Alan  a  basket  of  stocks  so  he  won't  feel  so  left  out. 

Greenspan's  friends  should  urge  him  to  halt  his  destructive 
course.  When  a  man  starts  railing  against  productivity  gains, 
growing  business  investments  and  rising  incomes,  he  has  truly 
lost  his  moorings.  Greenspan  clearly  believes  his  glowing  press 
clips.  That  belief  may  well  be  his  ruin — and  our  headache. 


HARD  TO  CHANGE  COURSE 


WESTERN  OBSERVERS  REJOICED  IN  FEBRUARY,  WHEN  VOTERS  IN 
Zimbabwe  rejected  a  power-grabbing  referendum  pushed  by 
strongman-President  Robert  Mugabe.  The  initiative  would 
have  permitted  Mugabe,  who  has  ruled  this  land  since  the  mi- 
nority white  government  was  forced  out  two  decades  ago,  to 
serve  two  more  five-year  terms  as  president,  to  enjoy — legally — 


more  personal  power  and  to  seize — without  compensating  for 
them — tracts  of  land  owned  by  white  farmers.  Mugabe  thought 
black  resentment  against  those  white  landowners  would  win 
him  the  vote.  But  Zimbabwe  citizens  had  long  since  lost  pa- 
tience with  chronic  corruption,  inflation,  economic  stagnation 
and  shortages.  They  also  disapproved  of  the  government's  in- 
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tervention  in  the  bewildering  civil  war  in  the  nearby  Democra- 
tic Republic  of  the  Congo,  a  move  that  appears  to  have  bene- 
fited only  Mugabe's  corrupt  cronies. 

Sadly,  Zimbabwe  exemplifies  what 
has  gone  wrong  in  so  much  of  Africa 
since  its  various  nations  achieved  inde- 
pendence from  European  colonialists: 
arbitrary  and  oppressive  rule,  klepto- 
cratic  governments  (often  made  more 
bloated  by  Western  foreign  aid)  and 
crushing  taxation  that  suffocates  entre- 
preneurship.  With  few  exceptions, 
African  economies  have  slid  backward 
since  the  1960s. 

There  are  encouraging  signs  that 


Zimbabwe's  Mugabe  hopes  seizing  white-owned 
farms  will  distract  voters  from  his  poor  record. 


democracy  and  economic  freedoms  are  taking  root  in  coun- 
tries such  as  South  Africa  and  Senegal.  But  too  many  others 
are  stuck  in  a  Zimbabwe-like  rut.  After 
the  referendum's  defeat  in  Zimbabwe, 
Mugabe-instigated  mobs  began  seiz- 
ing those  farmlands,  while  police 
forces  were  instructed  to  do  nothing  to 
stop  them.  Mugabe  said  the  squatters 
could  stay,  stating  that  he  wanted  the 
landowners  "to  learn  that  the  land  be- 
longs to  Zimbabweans."  At  the  same 
time,  he  was  maneuvering  for  legal 
cover  to  formally  seize  the  proper- 
ties— again  with  no  compensation  for 
the  landowners. 


ERRONEOUS  ESTIMATE 


WHILE  THE  U.S.  CENSUS  BUREAU  IS  IN  THE  MIDST  OF  COUNT- 
ing  how  many  of  us  there  are,  it  has  estimated  that  America's 
population  will  double  by  the  end  of  this  century.  Alarmists 
fear  that  such  an  increase  will  have  dire  environmental,  qual- 
ity-of-life  and  cultural  impacts.  These  fears  are  unfounded. 

We  are  a  big  country.  As  long  as  we  are  a  free  people 
working  under  the  rule  of  law  with  free  enterprise,  we  will 
have  a  far  cleaner  environment  and  a  far  better  quality  of  life 
a  century  from  now  than  we  enjoy  today. 

On  the  East  Coast,  for  instance,  we  have  more  trees  today 
than  we  did  80  years  ago,  despite  an  enormous  increase  in 
population.  Thanks  to  technological  and  biological  advances, 
we  now  grow  more  food  on  fewer  acres  at  less  cost.  The  ad- 
vent of  tractors,  for  example,  freed  millions  of  acres  that  pre- 
viously had  to  be  used  to  support  draft  animals. 

The  real  sources  of  wealth,  as  the  Information  Age  under- 
scores, are  human  ingenuity  and  human  inventiveness,  not 
physical  resources.  Thus  education  becomes  more  important 
than  ever.  Our  high-tech  companies  are  suffering  growing  short- 
ages of  qualified  workers.  The  whole  economy  is  experiencing  a 
tight  labor  market.  Of  course,  because  of  government  policy 
mistakes,  such  as  those  Alan  Greenspan  is  engaging  in  today, 
there  will  be  economic  slowdowns  or  recessions.  But  the  long- 


term  trend  is  clear:  We  will  need  more  and  more  skilled  people. 

America's  population  almost  quadrupled  in  the  20th  cen- 
tury. Our  standard  of  living  has  improved  magnificently.  In- 
fant mortality  has  plummeted,  and  people  are  living  longer 
and  longer.  Despite  the  AIDS  epidemic  and  new  strains  of  tu- 
berculosis, we  are,  as  a  whole,  less  susceptible  to  mortal  illnesses 
than  ever  before.  Fantastic  major  medical  breakthroughs  are  in 
the  offing.  The  environment?  Compare,  say,  the  air  in  Pitts- 
burgh today  with  that  of  besmogged  Pittsburgh  a  century  ago. 

Those  worried  about  more  of  us  being  around  can  take 
comfort  in  the  likelihood  that  Census  projections  are  far  too 
high.  Fertility  rates  in  America  have  plummeted,  and  they  show 
no  sign  of  inching  up,  despite  what  the  Bureau  assumes.  Typi- 
cally, an  American  woman  today  will  have  two  children  versus 
four  several  generations  ago.  We  are  barely  replacing  ourselves. 
In  Europe,  birth  rates  are  below  the  replacement  level.  Around 
the  world,  higher  standards  of  living  are  drastically  reducing 
the  number  of  children  women  have.  Mexico's  fertility  rate 
has  fallen  60%  since  the  1960s;  South  Korea's,  70%.  In  much 
of  Africa,  rates  are  dropping  dramatically  as  well. 

Immigration?  The  Bureau  believes  that  our  average  an- 
nual intake  will  be  some  50%  higher  as  the  century  wears  on. 
Politically,  that's  not  likely. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tint,  and  other  FORBES  eatery  experts  Tom  Jones  and  Patrick  Cooke. 

able;  unfortunately  the  food  has  gone  proportionally  downhill. 
For  these  high  prices,  something  should  be  memorable. 

•  Our  Place- 1444  Third  Ave.,  at  82nd  St.  (Tel.:  288-4888). 
Stylish  Uptown  Chinese  restaurant  with  the  feel  of  the  better 
Chinatown  places.  The  tone  is  sleek  and  comfortable.  The 
food  is  consistendy  good — especially  the  Peking  duck. 

•  Park  Bistro-414  Park  Ave.  South,  between  28th  and  29th  Sts. 
( Tel. :  689- 1 360 ) .  The  decor  and  ambience  are  right  out  of  Paris. 
The  food  is  straightforward,  occasionally  reaching  exceptional 
highs,  such  as  with  the  lamb  shanks.  Try  the  pear  Tatin.         F 


*LaNonna-133  West  13th  St.  (Tel.:  741-3663).  An  excellent 
choice  with  a  warm  and  cozy  atmosphere.  Best  bets:  wonder- 
ful pizzas;  spaghetti  alTarrabbiata  (spaghetti  with  spicy  plum 
tomato  sauce);  nodino  al  tartufo  (rack  of  veal  chop  in  white 
truffle  wine  sauce,  served  with  shaved  black  truffles  on  a  bed 
of  steamed  asparagus). 

An  American  Place-Benjamin  Hotel,  565  Lexington  Ave.,  at 

St  i  Tel.:  888-5650).  In  its  old  space  ( Park  Ave.  and  32nd  St.) 

want  offered  delicious  food  in  a  setting  not  quite  wor- 

Ils  new  space  is  far  prettier  and  more  comlort- 


■     Ipi     17,  2000 


'•• 


'•• 


•  • 


•*i 


•t 


•  • 


•T'.. 


'••• 


'•• 


••J 


?•••»"; 


'•■■l 


»'., 


"II, 
•ill, 


"»l 


»'..,„ 

""I.. 
•»»ll„ ' 

•Mil' 


••m2 


0/j 


iJ*^ 


in  the  surge  economy,  one  of  the 

biggest  threats  to  your  business  is  success. 

on  the  internet,  any  business  can  face  a  massive  demand 
for  its  products  and  services  in  an  instant,  and  brand 
loyalty  lasts  as  long  as  your  web  site  stays  up.  the 
high-speed,  high-volume  surge  economy  has  changed 
business  forever,  which  is  why  intel  online  services 
designs  state-of-the-art  internet  service  centers  to 
meet  the  demand,  from  a  dedicated  oc48  fiber  optic  ring 
that  can  scale  to  oc192,  providing  network  connectivity 
to  multiple  carriers,  to  as  many  as  10,000  stacked  and 
ready  servers,  windows  nt*  linux*  Solaris* -the  operating 
system  of  your  choice,  right  down  to  the  seismically 
reinforced  floor,  every  detail  has  been  intel-engineered 
like   it   was   the   most   critical    part   of  your   business. 

beCaUSe  it  iS.    C  take  a  virtual  tour  -»  intelonlineservices.com  J 
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OTHER  COMMENTS 


You  know  how  Americans  are,  Kiki.  They  all  love  to  travel,  and  then  they  only  want  to 
meet  other  Americans  and  talk  about  how  hard  it  is  to  get  a  decent  hamburger. 

—ROBERT  A.  SILVERMAN  as  "Hans," 
in  Naked  Lunch  (1991  film) 


Deriing-do  Q:  I've  noticed  pictures  of  Fred  Astaire  in 
which  he's  wearing  what  appear  to  be  brightly  colored  and 
patterned  belts  tied  around  his  waist.  What  are  they,  and 
where  did  he  get  them? 

A:  They're  neckties.  Astaire  would  often  tie  a  veteran  silk  cra- 
vat around  his  waist  as  a  belt.  Not  everyone  can  get  away  with 
this  kind  of  accessorizing.  To  carry  off  this  look,  you  should  be 
able  to  dance  like  a  butterfly,  sting  like  a  bee  or  run  like  the  wind. 

—The  Style  Guy,  GQ 

1  ell  the  red  For  the  past  three  years,  rapid  growth,  cheap 
oil  and  easy  credit  have  fueled  across-the-board  prosperity.  Now, 
oil  prices  are  three  times  as  high  as  a  year  ago,  and  the  Federal 
Reserve  is  determined  to  slow  the  nation's  economic  growth. 

Resurgent  inflation  or  a  recession  would  hurt  the  technol- 
ogy pioneers  of  the  New  Economy.  But  many  of  these  fast- 
growing  businesses  appear  more  insulated  from  the  vicissi- 
tudes of  energy  and  credit  markets.  "Old  Economy  companies 
are  all  about  physical  assets — oil  matters  because  you've  got  a 
lot  of  trucks,  and  interest  rates  matter  because  you've  got  big 
plants  and  buildings,"says  Don  Listwin,  executive  vice  presi- 
dent of  Cisco  Systems  Inc.,  maker  and  designer  of  computer- 
networking  gear.  "We're  in  the  business  of  delivering  intellec- 
tual property:  oil  and  interest  aren't  on  the  radar  screen." 

Even  if  the  Fed  succeeds  in  cooling  the  economy,  demand 
for  products  made  by  Cisco  and  its  counterparts  will  likely  re- 
main brisk,  as  Old  Economy  companies  scramble  to  remake 


COMtfOPITlES  TRADING  DIVISION 


tart  laying  them  again  if  gold 
0 I  c  four  hundred  dollars." 


themselves  by  investing  in  computer,  telecommunciations 
and  related  products.  "People  are  spending  more  and  more  of 
their  capital  budgets  on  Internet-related  strategies,"  says  Mr. 
Listwin.  "If  there's  a  slowdown,  that  isn't  going  to  affect  us — 
customers  will  just  squeeze  old-world  assets  even  harder." 

—JACOB  M.  SCHLESINGER,  Wall  Street  Journal 

Betting  the  Farm  The  invasion  of  Zimbabwe's  white- 
owned  farms  by  black  squatters  has  become  almost  a  yearly 
occurence.  But  this  latest  round  is  decidedly  different.  Just 
who  is  behind  these  invasions?  Clearly  an  official  hand  is 
there.  Many  of  the  squatters  arrived  in  government- registered 
vehicles  which  also  provide  them  with  food  and  supplies. 

Land  is  Mr.  Mugabe's  trump  card.  He  is  betting  on  the  hope 
that  the  sight  of  blacks  building  huts  on  white  farms  will  per- 
suade peasant  farmers  to  vote  for  his  party.  It  is  a  risky  wager.  The 
farm  invasions  have  further  damaged  Zimbabwe's  battered 
economy.  And  by  ordering  the  police  to  stand  by  and  do  nothing 
while  so  many  laws  are  broken,  the  government  has  weakened 
respect  for  law  and  order.  Mr.  Mugabe  may  get  his  parliamen- 
tary majority  in  April,  but  the  cost  to  Zimbabwe  will  be  high. 

— The  Economist 

Off  the  Mark  According  to  the  Census  Bureau,  the  U.S. 
population  should  more  than  double  by  2 100.  But  assumptions 
about  fertility  and  immigration  are  dubious.  The  real  demo- 
graphic problem  the  U.S.  is  likely  to  face  is  not  a  swelling  popu- 
lation, but  a  shortage  of  working-age  people.  In  1900,  the 
American  population  was  76  million.  By  2000  the  population  al- 
most quadrupled.  Now  there  are  projections  of  a  doubling  over 
the  next  century;  America  will  grow  at  half  its  recent  speed. 

Immigration  projections  are  also  strained.  Census  demogra- 
phers believe  that  immigration  is  mostly  "demand  driven."  As 
more  Americans  reach  age  65  and  beyond,  there  will  be  a  de- 
mand for  more  worker  bees  from  other  countries.  But  where  will 
the  supply  come  from?  Because  of  catastrophically  low  fertility 
rates  in  recent  decades,  Europe  will  hit  the  age-dependency  prob- 
lem long  before  the  U.S.  does  and  will  soak  up  immigrants  first. 

—BEN  WATTENBERG,  senior  fellow, 
American  Enterprise  Institute,  Washington  Times 

So  1  Hie  There  is  one  difference  between  a  tax  collector  and 
a  taxidermist — the  taxidermist  leaves  the  hide. 

—MORTIMER  CAPLIN,  commissioner,  Internal  Revenue 
Service,  Time,  Feb.  1, 1963,  in  Political  Quotations 


At  Paul  Stuart, 
self-expression  is  a  precious  commodity. 

Our  superbly  crafted  'soft  and  easy  tailored'  clothing  affords  unparalleled  comfort  and  ease. 
For  this  Chairman  and  CEO  of  a  prestigious  investment  firm,  it's  our  luxurious 

Italian  cashmere  sport  jacket  in  a  subtle  sage  plaid.  And  for  his  son, 
Financial  Consultant  for  a  multinational  investment  bank,  it's  our  light  grey 
windowpane  suit  woven  from  the  finest  Tasmanian  wool. 
Finely  made  in  Canada,  both  are  perfect 
examples  of  the  original  and 
unique  clothing 
that  make 
Paul  Stuart 
...and  our 
customers... 
so  exceptional. 
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Americans  spend  a  trillion  dollars  a  year  on  healthcare  and  25 
that  is  mire  waste.  HpalthpnnAA/PhMD  is  doing  sompthina  ; 


It's  news  to  no  one  that  something  is  ailing  America's  health- 
care industry.  And  though  it  would  be  smug  to  assert  that 
Healtheon/WebMD  has  the  solution,  it's  nothing  but  honest  to  say, 
"We  can  help." 

At  the  core  of  Healtheon/WebMD  is  the  power  of  the  Internet. 
We  harness  that  power  and  put  it  to  work  across  the  healthcare 
industry.  You've  already  seen  how  the  Internet  has  dramatically 
transformed  many  aspects  of  our  lives.  Here's  how  it's  changing 
the  healthcare  system  to  work  better  for  you. 

It's  streamlining  processes,  reducing  costs  and  creating  a 
seamless  connection  that  delivers  communications,  information 
and  e-commerce  healthcare  transactions.  And  that  means,  in  short, 
efficiency  replaces  inefficiency.  Productivity  replaces  waste. 

tter  yet,  the  virtues  of  Healtheon/WebMD  aren't  science 
>n.  Tens  of  thousands  of  physicians,  millions  of  consumers  and 
leading  healthcare  institutions  across  North  America  are  already 
using  our  proven  technologies. 

In  this  day  and  age,  it  seems  that  many  people  are  concerned 
about  the  waste  and  inefficiency  of  the  healthcare  system.  At 
Healtheon/WebMD,  we  think  it's  time  we  ail  actually  do  something 
about  it.  To  find  out  more,  visit  us  at  www.webmd.com. 
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the  new  Visa  Signature  card  has  no  preset  spending  limit 
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/v/>  K/c  fcaj  enough  limitations,  we  created  the  incomparable  \  isa  Signature  curd.    ^ViSASIGNAI 
-  no  preset  spending  limit  and  a  revolving  tine  of  credit.  It  boasts  a  Concierge 
youi  I  and  entertainment  plans,  airmUes  for  worldwide  travel,  and  unsur- 

,     all  of  life  $  limitations  not  SO...  well,  limiting.  For  more  information. 
ua  or  call  1-888-847-2003.    It's  Everywhere  You  Want  To  Be: 

•  uch  o»  occoont  history  credit  record  ond  payment  resource* 
3l?99VijoUSA  Inc 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


SOME  LESSONS  FROM  THE  PRIMARIES 


ONE  OF  THE  LITTLE  NOTED  OUTCOMES  OF  THE  1 1  PRIMARIES 
in  which  both  Republicans  and  Democrats  went  to  the  polls 
on  Super  Tuesday  was  that,  according  to  the  unofficial  re- 
sults, in  most  of  the  larger  states  the  Republican  vote  was  well 
ahead  of  the  Democratic  vote. 

This  was  true  in  New  York,  where  GOP  votes  were  re- 
ported at  2,051,238  for  the  top  three  candidates:  Governor 
George  W.  Bush  received  1,056,431  votes;  Senator  John  Mc- 
Cain, 920,563;  and  Alan  Keyes,  74,244.  The  Democratic  vote 
was  901,376,  with  593,902  votes  going  to  Vice  President  Al 
Gore  and  307,474  to  former  senator  Bill  Bradley.  The  GOP 
votes  exceeded  those  of  Democrats  by  more  than  a  million. 

The  fact  that  New  York's  GOP  voters  outvoted  the  Demo- 
crats is  not  without  significance.  It  means  that  there  is  far 
more  enthusiasm  among  Republican  voters  than  there  is 
among  Democrats  and  that  the  GOP's  organization  is  func- 
tioning far  better  than  that  of  the  Democrats. 

The  same  edition  of  the  New  York  Times  that  reported 
these  totals,  however,  also  carried  an  article  reporting  that 
neither  Bush  nor  Gore  would  spend  much  time  campaigning 
in  New  York,  it  being  a  foregone  conclusion  that  the  state 
would  go  for  Gore  in  November.  Now,  the  total  primary  vote 
for  a  party's  candidates  is  certainly  not  a  conclusive  indica- 
tion as  to  how  that  state's  voters  will  behave  in  the  national 
election.  We  cannot  assume  that  all  the  New  York  Republicans 
who  voted  in  the  primary  will  coalesce  behind  Mr.  Bush  in 
November,  any  more  than  we  can  assume  that  all  of  the  state's 
Democrats  who  voted  in  the  primary  will  support  Mr.  Gore. 

Word  to  the  Wise 

But  it  would  be  self- destructive  folly  for  the  Bush  camp  to 
give  up  on  New  York.  As  always,  the  final  outcome  will  de- 
pend on  how  big  a  GOP  majority  can  be  secured  in  upstate 
New  York  and  whether  that  will  be  enough  to  overcome  the 
normally  large  Democratic  margin  in  New  York  City.  But  to 
decide  now  that  Governor  Bush  cannot  win  and  hence  give 
up  campaigning  will  simply  guarantee  that  Al  Gore  picks  up 
New  York's  large  block  of  electoral  votes. 

Looking  at  the  primary  totals  should  make  Republicans  re- 
alize that  strong  and  continuing  efforts  must  be  made  to  mend 
the  rifts  within  the  GOP  to  secure  unity  in  the  next  few 
months.  Because  the  nomination  was  sewn  up  early,  Governor 
Bush  and  his  organization  have  a  unique  opportunity,  and 
enough  time,  to  bring  the  party  together  well  before  Novem- 


ber. Failure  to  do  so  will  virtually  guarantee  four  more  years,  if 
not  eight,  of  Clintonian  policy  and  standards — or  lack  thereof. 

What  happened  in  New  York  also  happened  in  other 
large  states,  notably  California,  the  largest  of  all.  There  the  of- 
ficial results  show  that  the  total  Republican  vote  was 
2,628,090.  Again,  among  the  top  three  candidates,  Bush  re- 
ceived 1,589,373  votes;  McCain,  916,020;  and  Keyes,  103,101. 
The  Democratic  total  was  2,488,786;  with  2,022,171  going  to 
Gore  and  451,551  to  Bradley.  Similar,  large  GOP  vote  totals 
were  posted  in  Ohio  and  Missouri,  and  the  week  following 
Super  Tuesday  in  both  Texas  and  Florida. 

For  the  next  seven  months  it  will  be  no  small  task  to  keep 
the  party's  enthusiasm  alive,  as  well  as  the  interest  that  pro- 
duced the  large  voter  turnouts,  fending  off  the  tendency  of 
many  in  the  party  to  stay  home  and  not  vote  if  everything 
they  wish  for  is  not  secured  at  the  convention.  But  the  Bush 
campaign  has  seven  months  to  work  to  achieve  this — seven 
months  in  which  it  will  be  free  from  the  distractions  of  pri- 
maries, which  breed  anger  and  disunity. 

Hard  Truths 

From  my  time  in  the  1960s  as  state  GOP  chairman  in  Cali- 
fornia, two  major  facts  stand  out  in  my  mind:  There  are  too 
many  Republicans  who  would  infinitely  prefer  to  pass  a  res- 
olution at  a  state  convention  than  to  win  a  national  election; 
and  the  GOP  can  win  any  election  if  its  nominee  holds  about 
80%  of  the  GOP  vote  and  secures  about  25%  of  the  regis- 
tered Democrats'  votes. 

Ronald  Reagan  did  just  that,  twice. 

Meanwhile,  there  are  already  calls  for  changes  in  the  pri- 
mary system  of  choosing  delegates  for  the  summer  nominat- 
ing conventions.  This  year  more  than  half  the  states  held  their 
primaries  or  caucuses  before  April.  With  virtually  every  state 
wanting  its  primary  held  early  so  that  its  delegates  can  be  rel- 
evant or  pivotal  to  the  process,  it  is  possible  that  change  will 
bring  a  single  national  primary.  This  would  require  any  seri- 
ous candidate  to  amass  immense  campaign  funds  very  early 
on  and  to  duplicate  that  effort  for  the  national  campaign. 

This  obviously  undesirable  result  could  be  avoided  if  all 
50  states  would  agree  on  a  timetable  that  spread  out  the  pri- 
mary election  dates.  This  is  not  very  likely.  It  will  be  most  im- 
portant to  watch  carefully  for  various  "reform"  schemes  that 
are  bound  to  be  proposed  during  the  next  few  months  lest 
they  result  in  even  bigger  campaign  fundraising  efforts.      F 
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The  park.  A  nice 
place  to  spend 
your  lunch  hour. 
And  if  you  let 
your  company 
get  left  behind 
by  technology, 
it's  a  place  where 
you  can  come 
and  spend  the 
whole  day. 


Assurance 

Tax 

Consulting 

You  can  work  with  someone  who  can  help 
you  implement  the  innovations  that  are  righ 
for  vour  business.  Someone  who  can  help  yo 
keep  up  with  technology  by  helping  you  ge 
the  most  out  of  it.  Or  vou  can  let  technology 
just  pass  you' by.  If,  of  course,  you  enjoy 
having  a  lot  of  free  time  on  your  hands. 

For  further  information,  ca 

Stephen  G.  Butler, 
Chairman  and 
Chief  Executive  Officer, 
at  l-877-ASK-KPMG 


Its  time  for  clarity." 


DIGITAL   RULES 


By  Rich  Karlgaard,  publisher 

publisher@forbes.com 


GENERAL  MOTORS  IS  A  BUY 


LAST  ISSUE  I  WROTE  ABOUT  OLD  ECONOMY  HEDGES.  THE 
idea  is  to  balance  your  stock  portfolio  with  a  mix  of  Gilder 
Telecosm  Paradigm  stocks — which  you  duck  at  risk  to  your 
financial  future — along  with  some  safer  instruments,  such  as 
cash,  bonds  or  value  stocks.  Call  it  GG  (George  Gilder)  +  BG 
(Ben  Graham)  =  Safe  Wealth  Building.  The  mix  is  up  to  you. 

As  a  Silicon  Valley  resident  in  his  mid-40s,  I  feel  perfectly 
comfortable  with  five  Gilder  stocks  and  five  hedges.  Were  I 
younger,  I  might  go  eight  and  two.  Suppose  I  lived  in,  say,  De- 
troit. Then  I  might  flip  the  ratio  and  go  two  and  eight.  Why? 
Living  in  Detroit,  I  probably  would  know  the  Old  Econ- 
omy— its  problems,  opportunities,  talent  base  and  battle 
plans — better  than  I  know  the  New  Economy.  Invest  where 
you  have  an  informational  advantage. 

Last  week  I  visited  Detroit.  Rarely  but  more  than  once  a 
year  do  I  get  there,  except  when  jetting  from  Silicon  Valley  to 
New  York,  a  path  that  arcs  you  eastbound  over  Motor  City  at 
35,000  feet.  But  here  I  was,  on  the  ground,  shivering  in  the 
March  winds.  A  cozy  chop  house  in  Birmingham  is  a  good 
place  to  be  on  a  late-winter  Michigan  day,  especially  when  you 
share  a  table  with  a  visionary  GM  executive. 

Say  what?  A  visionary  Detroit  executive?  Isn't  that  about 
as  rare  as,  say,  a  competent  campaign  manager  or  a  friendly 
ex-spouse?  Precisely.  Which  is  why  sharing  a  table  with  Mark 
Hogan,  president  of  eGM,  was  such  a  treat.  He  is  smart  and     Big  Bird  Vindication 


too.  You  must  tear  down  and  re-create  your  company — or  at 
least  your  e-commerce  division — to  ride  what  the  Internet  surf 
has  brought  in:  oceans  of  risk  capital,  highly  mobile  talent 
pools,  tiny  markets  that  could  scale  and  explode,  marginless 
growth,  big  hairy  bets  on  the  future.  Old  Economy  companies, 
for  the  most  part,  haven't  learned  to  surf.  Oh  sure,  clutching 
their  copies  of  the  Innovator's  Dilemma,  they  can  ape  the  talk. 
But  few  can  really  boogie.  Fortunately,  there  are  some  reliable 
boogie  tests.  Example:  If  General  Motors  wants  to  slap  down 
Web  juggernauts  like  AOL,  Yahoo,  Microsoft,  Amazon.com, 
RealNetworks  and  MP3.com  in  the  race  to  own  the  car  portal, 
it  will  have  to  do  what  a  Web  company  does:  price  for  market 
share,  not  margin,  and  then  try  hard  as  heck  to  scale  up 
rapidly.  Car  portals,  like  operating  systems,  are  sure  to  be  a 
winner-take-all  market. 

Thus  the  huge  GM  advantage.  It  sells  more  cars  than  any- 
one. GM's  weakness  in  the  Old  Economy — jack  of  all  mod- 
els, master  of  few — could  turn  out  to  be  an  ace  in  the  New 
Economy  car-portal  wars,  which  will  calculate  value  on  ears- 
per-hour,  not  J.  D.  Power  and  Associates  surveys.  This  ex- 
plains why  GM  grabbed  a  chunk  of  Fiat  and  is  eyeing  Dae- 
woo. Scale  is  paramount,  particularly  at  the  low  end,  where 
you  can  brand  first-time  drivers  (I  mean,  listeners). 


worldly,  and  he  sees  an  opportunity  few  in  Detroit,  Stuttgart 
or  Toyota  City  have  yet  to  spot. 

Microsoft  of  Car  Portals 

Tomorrow's  big  Kahuna  is  ...  car  portals.  For  nearly  a  billion 
hours  a  week,  during  every  week  this  year,  Americans  will  park 
their  bums  in  cars.  Cruising  down  the  highway,  their  ears  are 
captive  to  radio  stations,  tapes,  CDs  and  cell  phone  services — 
together  a  $70  billion  industry,  but  a  riotously  fragmented  one. 
Now  comes  the  Internet,  that  all-absorbing  medium.  During 
the  next  decade,  the  Net  will  subsume  all  that  tickles  the 
eardrum  in  your  old  Betsy:  radios,  tapes,  CDs  and  phone  ser- 
vices . . .  followed  by  TV.  Broadband  wireless  guarantees  it.  Only 
a  moron  would  hawk  a  goober  against  this  wind. 

The  centibillion-dollar  question  is,  who  can  become  the 
AOL  or  Microsoft  of  car  portals?  Here  lies  GM's  big  shot  at 
New  Economy  riches  and  valuations.  Based  on  what  I  heard 
from  Mark  Hogan,  GM  could  surprise  Silicon  Valley  know- 
it-alls  and  win  this  market. 

If  GM  acts.  It  is  no  longer  enough  to 
"get"  the  Internet.  You  have  to  act  quickly, 


Ex-GM  chief  Roger  Smith's  1985  acquisition  of  Hughes 
looks  smarter  by  the  day.  Big  geostationary  satellites,  orbit- 
ing 22,300  miles  above  the  Earth,  are  a  lousy  two-way  syn- 
chronous Internet  medium.  That  quarter- second  latency  of 
electrons  getting  up  and  down  is  a  killer.  But  car  entertain- 
ment and  communication  is  mostly  one-way,  and  the  up- 
stream is  mosdy  narrowband  and  not  sensitive  to  latency.  Big 
birds  in  the  sky  are  perfect  for  this.  Old  beet-face  Roger 
Smith,  that  handy  villain  of  Roger  and  Me  and  object  of  Ross 
Perot's  boardroom  tantrums,  is  about  to  be  vindicated. 

GM  still  has  plenty  of  work  to  do  to  make  its  cars  cool 
again.  I  can  tell  you  that  the  new  Cadillac  DeVille  I  rode  in  is 
world-class.  But  forget  cars;  GM's  real  opportunity  is  to  own 
the  car  portal.  Led  by  Mark  Hogan,  it  has  a  shot. 


□ 


Correction.  Gremlins  got  to  my  April  3  column:  My  mix  of 
Gilder  stocks  versus  hedges  is  five  and  five,  not  six  and  four; 
JDS  Uniphase  is  one  company,  not  two  (though  it  has  a  mar- 
ket cap  of  a  dozen  companies);  and  the 
For  further  discussion  of  this  and  other  r  r 

topics,  go  to  the  forum  at  our  Web  site    telephone  number  for  The  Gilder  Tech- 
atwww.forbes.com/karlgaard.  nology  Letter  is  1-800-292-4380.  F 
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A  Diamond  for  Sharon 

feuds  Are  the  Marciano  brothers  of  Guess  notoriety  guilty  of  driving  a  close  friend  out  of 
business?  Or  did  this  friend  simply  go  off  the  deep  end?  by  seth  lubove 


GROWING  UP  AS  TEENAGERS  IN 
Marseilles,  France,  Michel 
Benasra  became  tight  with  the 
Marciano  brothers.  Tagging 
along  behind  the  four  broth- 
ers to  Los  Angeles  in  the  early  1980s, 
when  the  Marcianos  were  building  their 
Guess  clothing  brand,  he  grew  into  their 
largest  manufacturing  licensee  and  the 
architect  of  the  successful  Baby  Guess 
line.  He  considered  himself  a  fifth 
brother. 

Now  out  of  work,  hobbling  on  a  cane 
and  living  off  savings,  the  only  time  Ben- 
asra, 49,  sees  the  Marcianos  is  in  court, 


elude  mismanagement,  girlfriends  on  the 
payroll  and  fraud  for  his  use  of  company 
funds  to  buy  actress  Sharon  Stone  a  dia- 
mond ring,  the  Marcianos  claim  they're 
the  victims.  A  panel  of  arbitrators  ruled 
as  much  in  March,  awarding  the  Mar- 
cianos $6  million  in  damages  for  unpaid 
royalties  and  other  transgressions. 

But  Benasra  isn't  backing  off  his  con- 
tention that  the  Marcianos  killed  his 
business  in  a  scheme  to  take  over  his 
sales.  For  tliis  offense  he  wants  damages 
of  $30  million,  but  he's  got  an  uphill  bat- 
de  even  getting  a  court  to  consider  over- 
turning the  binding  arbitration  award. 


"Guess'  whole  licensing  strategy  is 
built  on  a  house  of  cards,"  intones  Philip 
Heller,  Benasra's  lawyer. 

The  strategy  draws  contempt  and 
ridicule  from  the  Marcianos'  side.  "This 
has  to  do  with  the  total  destruction  of  a 
business  by  mismanagement,  incompe- 
tence and  the  abuse  of  corporate  funds," 
thunders  the  well-coiffed  Daniel  Petro- 
celli,  a  tenacious  litigator  renowned  for 
successfully  representing  Fred  Goldman 
in  his  civil  lawsuit  against  O.J.  Simpson  (a 
suit  funded  in  part  by  the  Marcianos). 
Petrocelli  revealed  during  the  arbitration 
that  Benasra's  key  financial  adviser  is  the 


"When  he  dated  Sharon  Stone  he  went  on  a  cloud,  and  he  never  came  bac 


where  he's  waging  a  fierce  batde  over  the 
collapse  of  his  once-thriving  business. 
"They  don't  just  like  to  win,"  he  rasps  in 
a  clipped  French  accent,  drawing  on  a 
Marlboro  Light.  "They  like  to  destroy." 
How  could  friends  become  such  bit- 
ter enemies?  It's  no  secret  that 
the  Marcianos  attract  contro- 
versy, but  this  dispute  may  be 
one  of  the  nastiest.  With  allega- 
tions against  Benasra  that  in- 


The  brothers 
Marciano: 
Armand,  Maurice 
and  Paul.  Smiling 
in  the  midst  of 
adversity. 


Meanwhile,  Benasra  is  retaliating 
with  allegations  that  the  Marcianos 
committed  franchise-law  violations  in 
then  license  agreements.  If  there  is  any 
truth  to  these  claims,  it  could  upset  the 
rich  flow  of  royalties  into  the  Guess  cof- 
fers— and  take  some  of  the  air 
out  of  Guess  shares.  The  stock 
lias  quadrupled  in  the  past 
year,  making  the  Marcianos 
billionaires. 


subject  of  a  Securities  &  Exchange  Com- 
mission investigation  looking  into  a  junk 
bond  that  was  used  to  prop  up  Benasra's 
firm  at  the  end.  The  Marcianos  are  also 
suing  the  adviser. 

It  seems  Benasra  was  a  friend  to  the 
brothers  until  fairly  recendy,  having  pro- 
vided some  $60  million  in  licensee  fees 
over  15  years  and  remaining  loyal  dur- 
ing their  many  fiery  batdes  with  former 
partners,  their  brother  Georges,  the  gov- 


. 
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h.  His  head  went  completely  nuts." 


eminent  and  their  own  lawyers.  Benasra 
>ays  it  was  that  same  blind  loyalty  that 
got  him  into  trouble.  Impressed  by  his 
success  with  the  Baby  Guess  line,  which 
le  built  from  scratch  into  a  $150  million 
sales)  business,  Benasra  claims  the 
brothers  pleaded  with  him  in  1992  to 
ake  over  a  license  for  girls'  clothing.  Next 
hey  begged  him  to  develop  a  line  of 
uess  home  furnishings  and  other 
cnickknacks. 

Then,  as  he  was  plowing  $20  million 
nto  the  home  line,  Benasra  says  the 
mothers  sold  their  Falcon  jet  to  him  for 
J1.4  million,  advising  him  it  was  "good 
or  your  image."  Paul  Marciano  un- 
oaded  his  Paris  apartment  on  Benasra 
or  SI. 7  million,  insisting  that  Benasra 
ould  use  it  when  he  visited  his  daugh- 
er.  When  Paul  needed  a  job  for  his  girl- 
riend,  Benasra  put  her  on  the  payroll. 


When  Paul  needed  a 
job  for  his  wife,  he 
leaned  on  Benasra  to 
use  her  as  a  spokes- 
model  for  a  line  of 
baby  shampoo.  So  says 
Benasra.  His  excuse  for 
defaulting  on  millions 
of  dollars  in  royalties  is 
that  the  Marcianos  led 
him  on  a  spending 
spree  while  the  Guess  brand  itself  was 
declining.  "They  abused  my  friendship," 
he  complains,  and  even  charges  them 
with  siccing  a  process  server  on  him 
who  forced  him  into  a  collision  with 
a  truck. 

Benasra's  tales  are  wildly  at  odds 
with  the  Marcianos'  version  of  events. 
They  say  that  Benasra  was  the  one  who 
begged  them  for  the  additional  licenses, 


Romancing  the  Stone:  Did  Michel  Benasra  forget  his  basic 
instincts  about  how  to  run  a  business  after  he  met  her? 

despite  their  misgivings.  "Here  we  have 
Michel  Benasra  claiming  he  was  so 
afraid  to  lose  his  license  he  felt  com- 
pelled to  buy  a  plane,  an  apartment.  But 
when  it  was  time  to  pay  royalties,  he  was 
absolutely  fearless,"  marvels  Maurice 
Marciano,  cochairman  and  co-chief  ex- 
ecutive officer.  "Basically,  the  guy  wanted 
to  live  like  us." 

Marciano  traces  the  beginning  of 
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Benasra's  end  to  1996,  when  the  portly 
clothier  went  on  a  brief  fling  with 
Sharon  Stone.  At  the  time,  Benasra  was 
identified  in  paparazzi  photos  as  the 
"president  of  Guess,"  a  mistake  that 
Benasra  claims  made  the  thin-skinned 
brothers  furious.  Smitten,  Benasra  di- 
verted company  funds  to  give  Stone  a 
$300,000  diamond  ring,  according  to 
Guess.  "They  resented  my  happiness," 
Benasra  retorts. 

Sitting  inside  a  conference  room  in 
Guess'  bunker-like  headquarters  in  Los 
Angeles'  seedy  garment  district,  Mau- 
rice Marciano  shakes  his  head.  "When 
he  dated  Sharon  Stone  he  went  on  a 
cloud,  and  he  never  came  back  to  earth. 
His  head  went  completely  nuts."  Mar- 
ciano's  lawyers  produced  evidence  dur- 
ing the  arbitration  that  characterized 
Benasra's  recent  life  as  a  mad  scramble 
to  patch  over  liquidity  problems  and  to 
deceive  Guess  about  his  problems.  Guess 
charged  that  Benasra  began  dumping 
inventory  by  the  truckload  at  off-price 
retailers,  which  Guess  only  discovered 
when  it  assigned  private  detectives  to 
track  the  trucks. 

"When  he  was  with  Sharon  Stone,  he 
was  convinced  the  world  was  jealous  of 
him,"  Marciano  says.  "Do  you  really 
think  you  terminate  a  $100  million  busi- 
ness because  of  that?" 

In  1997  Guess  took  back  Benasra's 
girls'  clothing  license,  then  terminated 
his  infants'  and  home  licenses.  He  staged 
protests  in  front  of  Guess,  using  workers 
who  held  up  signs  reading,  "Guess  killed 
our  baby."  He  threatened  bankruptcy, 
knowing  the  likely  confusion  that  would 
be  caused  by  the  failure  of  a  Guess-re- 
lated company.  He  even  tried  to  hire  the 
same  lawyer,  Marshall  Grossman,  who 
once  won  a  $23  million  judgment  against 
the  Marcianos. 

Benasra  limps  on  a  sprained  ankle 

around  piles  of  documents  in  his  house 

in  the  hills  above  West  Hollywood  and 

contemplates  how  things  went  wrong. 

think  it  will  never  happen  to  you, 

«  people  change  after 

as  a  pug  dog 
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The  High  Cost  of  Crankiness 

DEALS!  Why  Herb  Siegel  sought  a  partner  to  buy  the  UPN 
network  from  Viacom— and  couldn't  find  any  takers. 


BY  BRETT  PULLEY 

WHO  WANTS  TO  PAY  $5 
million  to  buy  50%  of  an  up- 
and-coming  TV  network? 

Most  people  would  jump  at  the 
offer.  But  when  Chris-Craft  Industries 
recendy  asked  myriad  media  titans  to 
partner  up  with  it  to  buy  out  Viacom 
as  its  co-owner  of  the  UPN  network, 
they  all  ran  off  like  cartoon  characters 
who  had  just  seen  a  ghost — Time 
Warner,  Sony  and  Barry  Diller's  USA 
Networks  among  them. 

One  reason:  It  would  have  meant 
working  with  Herbert  J.  Siegel,  Chris- 
Craft's  chairman, 
and  crew.  "They're 
so  impossible  to  deal 
with,"  says  one  chief 
who  spurned  the 
overture.  "Everyone 
who  tried  to  talk  to 
them  got  up  and 
walked  out." 

Siegel  earned  his 
reputation  for  being 
difficult  long  ago.  He 
owns  35%  of  Chris- 
Craft,  whose  BHC 
Holdings  owns  ten 
UPN  stations.  For 
three  decades  he  has 
dogged  media  firms, 
forcing  his  way  onto 
boards  and  walking  away  with  huge 
gains.  The  key  to  his  success,  says  a 
rival:  "Unlike  the  rest  of  us,  he  doesn't 
care  if  people  like  him." 

A  decade  ago  Siegel  was  the  largest 
shareholder  of  Warner  Communica- 
tions and  drove  its  managers  crazy,  de- 
manding they  cut  studio  costs  and 
suing  to  kill  the  merger  with  Time  Inc. 
When  Time  closed  the  deal,  Chris- 
Craft  got  more  than  $2  billion  and  a 
reported  profit  of  $800  million.  Before 
that,  in  the  early  1980s,  Siegel  made  a 
run  at  Twentieth  Century  Fox  that  re- 
portedly brought  a  $100  million  gain. 


"Unlike  the  rest  of 
us,  he  doesn't  care 
iijieopieJike  him." 


Siegel,  70,  had  been  an  equal  part- 
ner with  Viacom,  sharing  half  the  $800 
million  in  losses  at  UPN  over  the  past 
five  years.  To  push  out  Viacom,  he 
needed  a  mate  to  carry  half  the  red  ink 
as  well  as  provide  programming  talent. 
Lately  UPN  is  surging  on  ratings  hits 
like  the  Smackdown  wrestlefest  and 
Moesha,  starring  pop  star  Brandy.  This 
season  UPN  has  edged  out  rival  Time 
Warner's  WB  network  in  total  viewers, 
with  4  million  tuning  in  weekly.  So 
shouldn't  this  property  be  worth  a  tidy 
sum,  even  before  it  turns  profitable? 
Viacom,  however,  got  it  for  a  steal 
because  its  chief  ex 
ecutive,  Sumner 
Redstone,  played  his 
hand  well.  He  and 
Siegel  first  came  to 
blows  over  UPN  last 
fall,  after  Viacom 
arranged  a  merge 
with  CBS.  When  th 
dust  settled,  Chris 
Craft  had  walked 
away  from  its  huge 
investment  in  UPN 
with  the  payment  ol 
a  token  $5  million 
from  Viacom.  For  al 
the  money  Siegel  in 
vested,  Chris-Craft 
doesn't  even  own 
the  copyrights  to  UPN  shows. 

"They  got  stuck  between  a  rock 
and  a  hard  place,"  says  PaineWebber 
analyst  Christopher  Dixon. 

The  UPN  deal  had  a  buy/sell  clause 
stipulating  that  if  one  partner  offered 
to  buy  out  the  other,  the  other  had  to 
accept  it  or  buy  out  the  first  guy  on 
the  same  terms.  Viacom  at  first  tried 
to  purchase  Chris-Craft's  stations  and 
its  UPN  stake.  Those  talks  failed  be 
cause,  as  one  Viacom  executive  puts  it, 
Siegel  "put  a  price  on  the  table  and 
didn't  budge."  That  price  was  said  to 
have  been  about  $3.5  billion.  Then 
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APPLICATIONS    ON    DEMAND 


SECRETS       TO       SUCCESS:     No.  098 


Dave  Pace,  Senior  Vice  President,  HomeGrocer.com 


How  do  we  manage  our  growth? 

We  hired  Corio. 


HomeGrocer.com  knew  they  would 
need  top  tier  business  applications 
to  manage  their  rapid  growth. 
They  hired  Corio.  Corio  hosts  leading 
applications  such  as  BroadVision, 
Changepoint,  Commerce  One, 
Microsoft,  PeopleSoft,  SAP  and  Siebel 
Systems-all  fully  integrated.  Simply 
access  any  of  these  applications 
over  a  secure  network  for  a  monthly 
fee.  No  big  investments.  No  inte- 
gration costs.  No  IT  worries.  Now 
HomeGrocer.com  can  focus  on  their 
business-and  let  Corio  do  the  rest. 


#IDC 


SSSfe- 


Get  this  IDC  written 
white  paper  FREE! 

Call  CORIO  at  877.267.4627 
or  visit  www.corio.com 


Changepoint-\ 


BroadVision 


COMMERCE  <^. 
ONE.^r* 


Microsoft 


©  2000  Corio,  Inc.  All  rights  reserved.  All  other  company  and  product  names  are  trademarks  ol  their  respective  owners 
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Redstone  triggered  the  buy/sell  clause 
and  offered  the  paltry  $5  million.  That 
gave  Herb  Siegel  45  days  to  sell  UPN  or 
buy  it.  Siegel  sued,  claiming  Viacom's 
CBS  deal  violated  terms  of  the  UPN  ven- 
ture. The  suit  was  dismissed  in  late 
March,  and  Siegel  was  ordered  to  an- 
swer Redstone's  ultimatum. 

By  then  he  was  already  desperately 


seeking  partners.  But  candidates  needed 
look  no  further  than  the  UPN  lawsuit  to 
get  a  peek  at  Siegel's  bedside  manner.  In 
an  affidavit,  Kerry  McCluggage,  chair- 
man of  TV  operations  for  Viacom's  Para- 
mount, said  the  venture  with  Chris-Craft 
"has  been  plagued  with  disagreements 
almost  from  the  beginning."  Chris-Craft 
hampered  efforts  to  create  shows,  "con- 


Saylor  overboard:  The  face 
that  launched  a  thousand 
accounting  inqui 


MicroPanic 


F  A  L  L  0  u  T  s  I  Is  the  accounting  scandal  that  hit  MicroStrategy  about 
to  claim  more  casualties?  Let  the  Web  investor  beware. 

BY  BERNARD  CONDON,  LUISA  KROLL  AND  JANET  N0VACK 


Till  STUNNING  PALI  FROM  GRACE 
of  Michael  Savior's  MicroStrategy, 
which  plunged  60%  in  value  over  a 
thorny  accounting  issue,  has  rattled 
denizens  o\  Silicon  Valley.  The  question 
on  everyone's  lips:  Who's  next? 

I  ( )RBES  was  the  first  to  tell  you  about 

r's  questionable  bookkeeping  (A  far. 

l  data-mining  software 

:  revenue  from  three 

ig  rules  allow. 


Saylor  has  since  been  forced  to  restate  fi- 
nancials  for  two  years.  The  change  cut 
1999  sales  by  25%  and  turned  a  profit  of 
15  cents  a  share  into  a  loss  as  big  as  51 
cents  a  share.  The  stock  tumbled  from 
$227  to  $86  in  a  day,  erasing  $12  billion 
in  value.  It  has  recovered  only  to  $1 13. 

Now  other  firms,  such  as  makers  of 
semiconductor  equipment,  software 
companies  and  Web  shops,  could  come 
under  scrutiny.  Among  those  that  might 


sistendy  complained  about  the  expense" 
and  refused  to  agree  to  a  budget  for  two 
years,  McCluggage  said. 

Don't  count  Herb  Siegel  out.  He 
still  owns  those  ten  TV  stations,  and  one 
day  Viacom  may  want  them.  If  that 
happens,  you  can  bet  that  Siegel  will  re- 
member the  stinging  defeat  he  suffered 
in  the  last  round  of  poker.  F 


be  at  risk:  Amazon.com,  Dou- 
bleclick, 24/7  Media,  Drug- 
store.com,  Novellus,  Sci- 
Quest.com  and  Ventro.  All  say 
not  to  worry  or  can't  comment 
"MicroStrategy  is  a  sobriety 
checkpoint,"  says  Jack  Ciesiel- 
ski,  publisher  of  the  Analyst's 
Accounting  Observer.  "For  the 
first  time  in  a  while,  people  are 
focusing  on  what's  realistic." 

MicroStrategy's  nosedive 
came  three  months  after  the  Se- 
curities &  Exchange  Commis- 
sion warned  against  overambi- 
tious  sales  recognition. 

In  a  worst-case  scenario, 
companies  would  have  to  re- 
state revenues  and  thereby  turn 
profits  into  losses — at  a  time 
when  a  few  pennies  a  share  of 
disappointment  can  spell  dis- 
aster on  Wall  Street.  Many 
firms,  however,  will  simply  have 
to  push  revenue  and  costs  fur- 
ther out  so  that  overall  profit 
won't  get  cut;  some,  in  fact, 
could  see  higher  profits  as  a  re- 
sult. Even  then,  however,  they 
will  lose  the  flexibility  to  man- 
age their  financials  to  deliver  the 
smooth,  upward  curve  in 
growth  that  Wall  Street  expects  of  high- 
tech  outfits.  "There's  a  whole  lot  of 
smoothing  that  goes  on  in  this  business," 
says  Merrill  Lynch  analyst  Mark  FitzGer- 
ald.  "It's  going  to  be  a  little  more  up  and 
down  from  here." 

Few  companies  admit  they  are  wor- 
ried— but  MicroStrategy  was  similarly 
unconcerned  at  first.  Then  it  reversed 
course  and  restated  earnings,  citing  the 
new  "SAB  101"  guidelines  the  SEC  issued 
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DREYFUS  PREMIER  TECHNOLOGY  GROWTH  FUND 


Average  annual  total  returns  as  of  12/31/99 
Class  A  Shares  —  5.75%  maximum  load 


1  YEAR 


143.12% 


SINCE  INCEPTION  10/13/97 


87.90% 


Harness  the  power  of  today's  technology  leaders  with  Dreyfus  Premier  Technology  Growth 
Fund.  Unlike  funds  that  focus  on  certain  areas  of  the  technology  market,  the  fund's 
approach  is  to  invest  in  leading  companies  in  ten  different  sectors  of  the  technology 
industry,  providing  you  with  broad  exposure  to  this  dynamic  equity  market.  Dreyfus 
Premier  Technology  Growth  Fund.  The  lure  of  new  opportunity,  the  strength  of  Dreyfus.  To 
learn  more,  call  your  financial  advisor.  Or  for  a  referral,  call  Dreyfus  at  1-888-346-8893. 

Returns  are  historical  for  the  periods  noted  and  not  indicative  of  future  results.  These  returns  were  achieved  during  market 
conditions  that  have  been  highly  favorable  to  technology  stocks  generally,  and  that  may  not  continue  to  occur.  Also,  market 
volatility  can  dramatically  affect  a  fund's  short-term  returns  and  pursuing  these  levels  of  return  involves  accepting  increased  risk 
of  volatility  of  return.  Investors  considering  the  fund  should  carefully  review  the  prospectus  for  the  fund's  investment  approach, 
fees,  and  risks  of  investing,  and  should  also  review  the  fund's  performance  over  time.  Investors  should  contact  their  financial 
advisor  for  more  information,  including  for  the  fund's  most  recent  performance. 

YOU     YOUR  ADVISOR  AND 


E>reyfiis 

A    MELLON    FINANCIAL    COMPANY 


und's  share  price  is  likely  to  be  more  volatile  than  other  funds  that  do  not  concentrate  in  one  market  sector.The  technology  sector  involves  special  risks, 
as  the  faster  rate  of  change  and  obsolescence  of  technological  advances,  and  has  been  among  the  most  volatile  sectors  of  the  stock  market.  Share  price 
Vestment  returns  fluctuate  and  an  investor  may  receive  more  or  less  than  original  costs  upon  redemption.  Your  financial  advisor  can  provide  you  with  a 
cuts  containing  more  complete  information  including  charges,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  The  fund's  other  share  classes,  which 
horter  operating  histories,  have  achieved  diffi  n  nr  returns  and  are  subject  to  different  sales  and  distribution  charges.  ©2000  Dreyfus  Service  Corporation,  Broker-Dealer. 
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in  December.  Then,  a  day  later,  Micro- 
Strategy  changed  its  story,  saying  it  had 
violated  sales- recognition  rules  on  the 
books  for  2V2  years. 

Other  companies  got  hurt  in  Mi- 
croStrategy's  downdraft.  Vignette,  an  In- 
ternet software  maker,  fell  15%  in  one 
day  in  March,  despite  its  reputation  for 
conservative  accounting.  Short-sellers  are 
now  searching  for  the  next  hit. 

Makers  of  chip  gear  may  be  the  most 
vulnerable.  Two  big  players — Applied 
Materials  and  Teradyne — are  so  con- 
cerned that  they  flew  down  top  brass  for 
last-minute  meetings  at  the  SEC  in  Wash- 
ington, D.C.  For  years  these  firms  booked 
the  sale  of  a  machine  as  soon  as  they 
shipped  it  to  a  chipmaker.  Now  they  may 
have  to  wait  until  the  gear  is  plugged  in 
and  running  to  the  satisfaction  of  the 
customer.  That  can  take  a  month  or  two. 
The  delay  could  shave  second-quarter  net 
at  Teradyne,  Novellus  and  others. 

With  nerves  on  edge,  companies  with 
other  accounting  issues  could  also  take  a 
hit.  One  of  the  Valley's  most  troubling  is- 
sues: booking  "gross  revenue"  in  a  way 
that  gooses  the  top  line.  Airline  middle- 
man Priceline.com,  in  a  much-celebrated 
example,  books  the  total  price  of  a  ticket 
as  revenue  instead  of  just  its  own  fee. 

The  gap  between  the  numbers  can  be 
huge.  Ventro,  a  lab-supplies  site  formerly 
known  as  Chemdex,  expects  $131  mil- 
lion in  revenue  this  year — but  that  could 
fall  to  a  mere  $  1 3  million  if  it  reports  only 
its  cut  of  the  resale.  At  rival  SciQuest,  rev- 
enue could  similarly  drop  by  90%  if  such 
a  revision  were  made. 

SciQuest  may  have  other  tricks  up  its 
sleeve.  In  a  secondary  offering  filed  in 
March  it  revealed  plans  to  add  the  value 
of  warrants  issued  to  customers  DuPont 
and  Dow  Chemical  to  operating  costs.  It 
had  previously  said  it  would  take  the  sum 
out  of  revenues,  which  makes  more 
sense.  The  warrants,  after  all,  are  essen- 
tially rebates  to  some  of  its  biggest  clients. 
One  accounting  official  calls  that  shift 
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A  Sign  From  Above 


marketing!  Its  back  to  the  wall,  the  Roman  Catholic 
Church  calls  on  some  Chicago  muscle— and  a  few  savvy  beer 
marketers— to  promote  the  priesthood  and  bring  in  recruits. 


BY  BRANDON  COPPLE 

BISHOP  GERALD  KICANAS  HAD  BIG 
problems.  With  an  aging  priest- 
hood, a  raft  of  bad  publicity  and 
a  culture's  increasing  religious  indiffer- 
ence, the  Chicago  archdiocese  was 
looking  at  a  critical  priest  shortage: 
Membership  was  down  64%  in  the  last 
decade.  The  archdiocese  needed  an 
image  upgrade;  it  needed  to  reach  out 
to  young  men — it  needed  to  advertise. 
And  it  had  to  do  it  on  the  cheap.  So  in 
the  fall  of  1998  Kicanas  e-mailed  his 
935  priests,  asking  each  to  seek  out 
parishioners  with  connections  in  the 
advertising  world. 

One  of  Kicanas'  men  in  black,  Fa- 
ther Wayne  Watts,  headed  straight  for 
John  Greening.  As  worldwide  director 
of  DDB  Chicago's  Anheuser-Busch  ac- 
count (worth  an  estimated  annual  $220 
million),  Greening  brought  you  Bud 
Light's  "Whassup"  and  "Paper  or  plas- 
tic" commercials.  The  man  knows  a 
good  brand  when  he  sees  one.  Re- 
sponding to  Father  Watts  on  St  Patrick's 
Day  1999,  Greening  thought,  what 
could  be  more  iconic 
than  the  black  suit  and 
Roman  collar? 

Especially  in 

Chicago,  a  city  that's 
47%  Catholic.  It  didn't 
take  long  for  the  cler- 
gymen to  enlist  some 
heavy  hitters,  including 
Greening,  a  managing 
partner  at  DDB,  and 
Larry  J.  Wert,  general 
manager  at  NBC's 
Chicago  television  sta- 
tion. "I'd  like  to  earn 
some  points  upstairs, 
to  make  up  for  my  last 
20  years,"  Wert  says. 

The  campaign  has 


media,  all  of  it  donated  or  sold  at  a  cut 
rate.  J&B  Signs  drummed  up  $62,000 
worth  of  outdoor  space  after  Fathei 
Greg  Sackowicz  hit  up  J&B  proprietor 
Robert  Hoelterhoff,  who  got  the  church 
a  nice  10%  haircut  on  ten  Chicago-area 
billboards.  The  ads  will  run  on  five  loca 
TV  channels,  including  Univision.  DDB 
Chicago,  a  unit  of  Omnicom  Group 
that  did  $1.2  billion  in  billings  last  year 
donated  $500,000  worth  of  creative 
work  and  market  research. 

Greening's  beer  team,  working  for 
free,  shone  a  hip,  wisecracking  light  or 
the  church,  without  irreverence.  The 
black-and-white  ads  play  on  the  image 
of  the  priest's  collar  and  come  with 
terse  witticisms  like  "Maximize  youi 
potential.  Minimize  your  wardrobe' 
and  "Help  wanted.  Inquire  withii 
yourself."  Then  a  touch  of  modernity 
the  archdiocese's  Web  address. 

Father  Watts  explains:  "The  call  tc 
the  priesthood  comes  from  God,  no) 
from  a  billboard;  what  we  want  is  to 
create  an  environment  where  that  cal 
can  be  discussed."  W 


thus     far     corralled 
$300,000    worth    of 


Looking  for  a  few  really  good  men:  With  some  local  big 
shots,  Father  Wayne  Watts  and  his  brethren  relay  the  Call. 
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Strike  Two 

sports!  George 
Steinbrenner's  new  partners 
love  sports  teams,  but  may  end 
up  not  loving  the  balance 
sheets  that  come  with  them. 

BY  JAY  AKASIE 

WHEN  THE  NEW  YORK  YANKEES 
merged  with  the  New  Jersey 
Nets  in   September,  George 
Steinbrenner  touched  all  the  bases. 

The  Boss,  who  owned  57%  of  the 
world  champs,  pocketed  $160  million  as 
a  result  of  the  merger  because  the  Bronx 
Bombers  were  valued  at  $450  million 
more  than  the  Nets.  Steinbrenner,  who 
owns  28%  of  YankeeNets,  is  now  trying 
to  build  a  cable  sports  network  (FORBES, 
Sept.  20, 1999).  That's  why  he'll  soon  be 
adding  hockey's  New  Jersey  Devils  to  his 
empire.  When  that  deal  is  completed 
Steinbrenner  will  control  the  most  valu- 
able collection  of  teams  (see  table). 

Hoping  to  capitalize  on  the  creation 
of  YankeeNets,  shareholders  are  looking 
to  sell  an  8.5%  stake  for  $75  million,  with 
Steinbrenner  reaping  $21  million  of  that. 
But  new  investors  have  reason  to  worry. 

YankeeNets  is  asset  rich  but  cash 
poor.  Combined,  its  teams  had  a 
$4.3  million  operating  loss  last  year, 
even  though  the  Yankees  broke  the 
3  million  home  attendance  mark  for 
the  first  time. 

The  problem  is  that  the  Yankees, 
Devils  and  Nets  each  generate  paltry 
luxury  suite  revenues  from  their  fa- 
cilities. Yankee  Stadium  was  built  in 
1923  and  has  only  19  luxury  boxes. 
In  contrast,  new  baseball  stadiums 
in  Baltimore,  Cleveland,  Denver  and 
Phoenix  have  between  50  and  120 
luxury  suites.  The  Devils  and  Nets, 
which  share  Continental  Airlines 
Arena  in  New  Jersey,  are  victims  of  low 
attendance  and  an  onerous  lease. 

So  far  these  teams  have  been  unable 

to  set  taxpayers  to  finance  new  stadiums. 

pay  for  their  own  real  estate  is 

'  ship  for  team  owners.  Says 

I  sports  valuation  ex- 

•    April  17,  2000 


pert  with  Banc  One  Capital  Markets  in 
Chicago,  "For  the  type  of  optimal  returns 
investors  are  looking  for,  new  facilities 
are  a  must."  Strike  one. 

YankeeNets  is  also  highly  leveraged. 
To  pay  Steinbrenner  for  half  of  his  inter- 
est in  the  Yankees,  the  new  holding  com- 
pany sold  $200  million  of  bonds  and 
now  has  total  debt  of  $327  million,  an 
amount  equal  to  35%  of  its  value.  Both 
Moody's  and  Standard  &  Poor's  gave  the 
bonds  a  junk  rating,  the  first  time  ever  a 
sports  team's  debt  was  rated  so  low.  The 
rating  agencies  cited  the  YankeeNets' 
high  debt,  climbing  player  salaries 
and  dependence  on  the  teams' 
performance  for  their  revenue. 

Says  Marc  Ganis,  president 
of  SportsCorp,  a  consulting 
firm  in  Chicago,  "YankeeNets 
will  have  to  dilute  equity  fur- 
ther to  pay  for  the  Devils." 
Strike  two. 

Finally,  there  is  a  real  possibility 
that  a  good  portion  of  the  2001  baseball 
season  could  be  canceled.  The 
current    agreement 
between  players 
and     team 
owners 
ends 


after  this  season.  The  owners,  claiming 
financial  duress,  want  a  salary  cap,  per- 
haps the  one  thing  players  despise  more 
than  a  Randy  Johnson  fastball.  As  a  re- 
sult, most  experts  expect  a  brouhaha  be- 
tween the  two  sides.  That  would  spell 
disaster  for  YankeeNets  because  the  base- 
ball team  contributes  two-thirds  of  the 
holding  company's  revenues. 

Strike  three?  F 


Steinbrenner's  Empire:  Asset  Rich,  Cash  Poor 

The  Boss'  teams  need  a  new  stadium  and  arena  in  order  to  become  profitable. 

,   .    .  v iVWViSs^e*^        Current   Opcr 

value      i 
Who  calls  the  shots  Teams  ($mil) 


Who  calls  the  shots 

George  Steinbrenner 
Paul  Allen 
H.  Wayne  Huizcnga 
Stephen  Case2 
Charles  Oolan 
Jerry  Colangclo 


New  York  Yankees,  New  Jersey  Nets,  New  Jersey  Devils 
Seattle  Seahawks.  Portland  Trail  Blazers 
Miami  Dolphins.  Florida  Panthers        .... 
Atlanta  Braves.  Atlanta  Hawks.  Atlanta  Thrashers 
New  York  Knicks.  New  York  Rangers 
Arizona  Diamondbacks.  Phoenix  Suns 


Earning!  before  Interest,  taxes  and  depreciation  lot  most  recent  season  available  "Pending America  Onlines  puicli 
ol  Time  W. ii  ii.  i     Excludes  Thrashers,  who  have  yel  lo  complete  tlich  tnst  season   Sources  Foibcs.  [cam  document 
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We  make  the  airfoils  for  Industrial  Gas  Turbines.  IGTs  are  the  world's  fastest  growing  method  of  generating  electricity 

because  they  can  go  on-line  quickly.  If  you've  experienced  a  brownout,  you  know  why  there  is  an  increase  in  demand 

for  power  worldwide  and  why  so  many  IGTs  are  on  order.  At  Cordant  Technologies  Inc.™,  our  Howmet  Castings™ 

unit  supplies  components  for  virtually  every  IGT  engine  in  the  Western  world.  We  have  the  capacity 

now  to  help  original  equipment  manufacturers  build  new  IGTs  and  replace  airfoils  in  older  ones. 

Meeting  the  demands  of  a  high-growth  industry:  it's  what's  powering  Cordant's"  growth. 


y:W:-'  Cordant 

Technologies 


,888.977.6397/www.cordant.com 
CDD 
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Fallon  may  have  pusheJ^^ 

the  envelope  a  bit  too  far. 

Maverick  No  More? 

advertising!  Fallon McElligott's 
creative  chutzpah  has  been  too  much  for 
some  big  advertisers  to  handle. 


BY  LEIGH  GALLAGHER 

WHEN  PARALYZED  ACTOR 
Christopher  Reeve  strolled 
through  a  Super  Bowl  com- 
mercial for  Nuveen  Investments,  a 
dozen  people  called  the  National  Spinal 
Cord  Injury  Association  to  ask  about 
his  rehabilitative  therapist.  They  were 
told,  of  course,  that  Reeve's  steps  were 
the  work  of  computer  tricks  and  a  body 
double.  "Some  people  thought  it  was  a 
cruel  hoax,"  says  Thomas  Countee  Jr., 
executive  director  of  the  association. 

Hoax  or  hubris?   Nuveen's  ad 
agency,  Fallon  McElligott,  would  rather 
create  a  stir  than  come  up  with  a  com- 
mercial that  doesn't  merit  watercooler- 
side  chatter.  But  it's  an  attitude  that  has 
!  i  thin  among  larger  clients  and  cost 
N  kElligott  as  much  as  $200  mil- 
ient  billings  (or  about  $15  mil- 
-     n  thret  wars. 

>n  McElligott 

RS 


seemed  infallible.  It  was 
probably  the  hottest  ad 
agency  in  the  U.S.,  riding 
high  after  snapping  up 
BMW,  McDonald's, 

United  Airlines,  Holiday 
Inn  and  Miller  Brewing  in 
just  a  few  years'  time. 
Marketers,  bored  with 
big,  traditional  Madison 
Avenue,  were  courting 
smaller  iconoclastic 
shops.  Fallon's  chief  exec- 
utive, Patrick  Fallon — and 
his  agency's  chutzpah — 
seemed  just  right. 

Marketers  got  more 
than  they  bargained  for. 
Fallon  turned  Ronald  Mc- 
Donald into  a  creepy 
disco-dancing  dude.  Then 
Holiday  Inn  yanked  a 
campaign  that  featured  a 
transsexual,  whose  make- 
over was  supposed  to  rep- 
resent the  chain's  own 
renovation.  Franchisees 
were  offended.  A  cheeky 
Miller  Lite  campaign  that 
featured  a  fictitious  ad- 
vertising copywriter 
named  Dick,  and  a  lot  of  adolescent 
humor,  alienated  mainstream  beer 
drinkers.  Miller  dumped  Fallon  last 
year.  (Miller's  "was  far  more  than  an 
advertising  problem,"  Fallon  says,  ad- 
mitting the  agency  took  too  many 
"brands  on  respirators.") 

Last  fall  United  pulled  its  weird 
"Rising"  campaign,  in  which  the  airline 
admitted  its  shortcomings.  The 
agency's  bland  replacement  effort  is 
themed:  "United  for  a  better  journey." 
It  could  be  this  Madison  Avenue 
maverick  is  being  tamed.  After  all,  Pat 
Fallon — once  fiercely  independent — 
sold  the  agency  to  publicly  held 
French  giant  Publicis  Group  earlier 
this  year  for  a  reported  $120  million,  a 
little  more  than  one  times  revenues. 
Publicis  might  not  tolerate  such  cre- 
ative arrogance. 

The  end  of  an  era?  Some  advertisers 
won't  miss  it  F 


Perfect  Figure (s) 

M  E  D  I  A  I  With  the  closing  of  Conde 
Nast's  Details  magazine  last  month, 
Maxim  seems  to  own  the  space  between 
mainstream  men's  magazines  and  crass 
pornography.  It  splashes  buxom  babes  on 
its  covers  while  lining  its  pages  with  arti- 
cles like  "The  All-Sex  Workout"  No  won- 
der twenty-something  males  are  in  hot 
pursuit  Circulation  has  tripled  to  1.6  mil- 
lion since  the  mag  was  launched  in  1997. 
Advertisers  are  also  panting  (see  chart). 

Where's  the  competition?  Besides  De- 
tails, three  "laddie"  magazines  (Icon, 
P.O.  V.  and  Bikini)  have  folded  during  the 
past  year.  Ad  pages  at  classy  pubs  like  GQ 
decreased  last  year.  "Men's  magazines 
were  overhyped,"  says  Steven  Cohn,  edi- 
tor of  Media  Industry  Newsletter.  Cohn 
says  these  mags  tried  to  mimic  their  fe- 
male counterparts,  but  found  glutted 
newsstands  and  advertisers  who  want  to 
buy  space  in  dotcom  publications. 

But  why  did  Maxim  survive?  "Every- 
one was  going  after  the  downtown 
crowd,"  adds  Cohn.  "Maxim  did  a  180 
and  went  after  college  students — then' 
they  left  everything  up  to  their  imagina- 
tion." Almost  everything. — Rob  Wherry 


1999  1999 

Total  Magazine  Circulation:  Total  Ad  Pages: 

3,759,534  5,173 

Sources:  Media  Industry  Newsletter  and  Audit  Bureau  of 
Circulations.  Ad  page  and  circulation  totals  are  derived 
from  the  figures  of  Details.  GO.  Esquire,  Maxim  and  P.O.V. 


You  Have  Our  Attention 


No  matter  which  corner  of  the  world  you're  in. 
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998  Royal  &  SunAlhance  USA,  Charlotte,  NC  28273 

liember  of  the  worldwide  Royal  &  Sun  Alliance  Insurance  Group  pic 

l/w.royalsunalliance.com 


Providing  commercial  property  and  casualty, 
personal  and  marine  insurance  coverages 
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Crazy  Like  a  Fox 

c  A  s  I  N  o  s  I  Kirk  Kerkorian  seems  to 
have  overpaid  for  Mirage  Resorts.  But 
the  price  isn't  as  outlandish  as  it  looks. 


BY  JOHN  G0RHAM 

EVERYBODY  KNOWS  KIRK  KERKO- 
rian  loves  a  bargain — from  his  $1.5 
billion  investment  in  an  ailing 
Chrysler  to  his  acquisition  of  casino 
company  Primadonna  Resorts  at  a  rock- 
bottom  price.  So  how  to  explain  the  $6.4 
billion  in  cash  and  assumed  debt  his 
MGM  Grand  will  pay  for  Steve  Wynn's 
Mirage  Resorts?  That's  ten  times  Mi- 
rage's year  2001  expected  operating  in- 


says  Martin  Roher,  an  MGM 

Grand  shareholder. 

Still,  buying  Mirage  could 

wind  up  his  biggest  value  play 

since  Chrysler. 

There's  plenty  of  fat  to  cut  at 

Mirage.  Its  corporate  expenses 
last  year  were  $50  million  on  $2.4  billion 
in  revenues.  MGM,  with  about  half  as 
much  revenue,  spent  only  $14  million. 
Mirage's  expendable  luxuries  include 
three  planes — a  Gulfstream  III  and  a 
Boeing  MD  87  among  them — to  ferry 
around  company  executives  and  high 
rollers.  Wynn,  who  was  paid  $3.8  mil- 
lion last  year,  ran  the  company  like  a  pri- 
vate duchy.  (Mirage's  cozy  board  in- 
cludes Wynn's  old  friends  and  his  wife, 


come  (net  before  depreciation,  interest      Elaine.)  Along  with  a  Manhattan  apart- 


and  taxes)  of  $650  million,  rich  for  a 
casino  company.  Mirage's  properties  are 
the  best  on  the  Strip.  But  the  $2 1  a  share 
Kerkorian  offered  was  a  93%  premium 
to  Mirage's  stock. 

The  price  was  certainly  right  for 
Wynn.  Along  with  the  $510  million  for 
his  12%  stake,  he  gets  a  golden  para- 
chute of  $11.3  million  and  the  right  to 
force  MGM  Grand  to  buy  Shadow 
Creek,  his  Las  Vegas  mansion. 

Kerkorian's  motives  are  harder  to 

figure.  He's  taking  on  as  much  as  $6.4 

billion  in  debt,  at  a  time  of  rising  in- 

•t    rates,   and    increasing   MGM 

ebt  to  $7.6  billion.  In- 

K)  million  a  year.  "You 

ear-old  guys 

it!i  all  debt," 


ment,  Mirage  owns  a  large  home  near 
Atlantic  City  that  serves  as  its  New  Jersey 
headquarters.  Last  year  Mirage,  which 
already  has  a  sizable  art  collection  in  the 
Bellagio,  paid  Wynn  $5.2  million  to  lease 
additional  artwork  from  him.  Cutting 
those  payments  plus  corporate  overhead 
could  save  $50  million  or  more  a  year. 

There  are  noncore  assets  that  could 
go  on  the  block.  Start  with  undevel- 
oped land  in  Las  Vegas  and  Atlantic 
City,  some  of  the  $160  million  worth  of 
fine  art  hanging  in  the  Bellagio,  maybe 
even  Mirage's  Golden  Nugget  casino  in 
downtown  Las  Vegas. 

Consolidations  will  save  big  bucks, 
too.  Last  year  Mirage  and  MGM  Grand 
spent  a  combined  $360  million  on  comps 
for  gamblers,  such  as  free  hotel  rooms, 


show  tickets  and  meals.  A  lot  of 
that  goes  to  woo  high  rollers; 
MGM  Grand  will  control  60%  of 
that  market  after  the  merger, 
which  means  those  gamblers  will 
have  less  leverage  to  extract  free- 
bies.  Cutting  total  comps  by  as  lit- 
tle as  5%  and  eliminating  redun- 
dant office  space  could  yield 
another  $40  million  in  savings. 
Combining  entertainment-book- 
ing and  purchasing  operations — 
and  refinancing  debt — could 
bring  total  savings  to  $150  mil- 
lion or  more,  figures  David  Wolfe 
of  New  York  hedge  fund  Red 
Coat  Capital. 

Tally  it  all  up,  and  Kerkorian  ends 
up  paying  as  little  as  seven  and  one-half 
times  Mirage's  expected  operating  in- 
come. A  small  price  for  the  dominant 
position  in  the  industry. 

Finally,  this  seismic-shifting  deal 
shows  how  shrewdly  Kerkorian,  who 
owns  64%  of  the  company,  can  play  his 
own  stock.  He  recentiy  dumped  4  mil- 
lion shares  at  a  split-adjusted  $25.50 
when  the  stock  surged  on  higher  visita- 
tion rates  in  Las  Vegas.  Now,  he's  load- 
ing up  on  debt  to  avoid  dilution.  If 
MGM  Grand  sells  equity  to  pay  down 
debt,  Kerkorian  will  buy  at  least  half  of 
the  shares.  His  gamble  is  already  paying 
off.  Since  the  deal  was  announced, 
MGM  Grand  shares  are  up  7%.  F 


By  the  Numbers 

Creating  a  Gorilla 

After  the  acquisition,  MGM  Grand  will 
be  the  second-largest  casino  company, 
next  to  Park  Place  Entertainment. 


es 


MGM  Grand's 
estimated  revenues  next  year. 


MGM  Grand's  esti- 
mated operating  income  next  year. 

Total  amount  of  casino 
square  footage. 

Number  of  hotel  rooms. 

Jumber  of  Las  Vegas  Strip  casinos. 

Source:  Bear  Stearns  estimates. 
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deCast  software  gives  you  direct  market  access  by  routing  your  orders  through  TradeCast  Securities  to  NASDAQ,  AMEX, 
SE  and  all  major  ECNs.  NASDAQ  Level  II.  Rapid  executions  and  confirmations.  News.  Charts.  Our  TradeScout 
ture  seeks  out  the  best  price  available  in  the  market.  Thirty  day  free  trial.  All  this  in  one  easy-to-use,  secure       A 
vat.  TradeCast  software  currently  drives  trading  rooms  in  brokerage  firms  across  the  U.S.  Now,  put  all  that      £ 

verto  work  for  you.  Visit  us  at  www.trodecast.com  for  a  demo  or  call  1-877-627-6700. 
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to  market  volatility  and  high  trading  volume,  ,you  may  experience  delays  in  system  access  and  trade  execution. 
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Porijid  minuspr&fits: 
Goodson  has  the  key  to  what 
Malone  really  wanted. 


Descending  Ascent 

It  never  pays  to  bet  against  John  Malone,  but  his 
pending  purchase  of  moneylosing  Ascent 
Entertainment  may  only  serve  to  make  him  one  of 
the  biggest  peddlers  of  video  porn. 
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BY  RISHAWN  BIDDLE 

JOHN  MALONE  IS  NOBODY  s 
idea  of  a  chump.  After  selling 
his  cable  empire  to  AT&T  last 
year  for  $54  billion,  he  chose  to 
run  things  at  Liberty  Media 
Group,  that  grab  bag  of  media  assets  that 
is  owned  by  AT&T,  but  whose  voting 
rights  in  the  tracking  stock  are  controlled 
by  Malone  (FORBES,  Oct.  18,  1999). 

So  eyebrows  were  raised  in  Denver 

recently  when  Malone  agreed  to  pay 

$755  million  (including  assumed  debt ) 

for  Ascent  Entertainment  Ascent,  the 

moneylosing  owner  of  the  Colorado 

Avalanche  (hockey)  and  the  Denver 

isketball)  teams,  distin- 

botching  three  prior 

'I  the  $275  million  (sales) 


company  and  its  teams. 
But  don't  expect 
Malone,  who  favors 
sailing,  to  spend  a  lot  of 
time  watching  his 
newly  acquired  talent. 
He's  expected  to  flip 
the  teams  as  soon  as 
the  deal  closes. 

So  why  did  he  buy 
Ascent?  What  lured  him 
is  the  company's  57%- 
owned  affiliate,  On 
Command  Corp.,  the 
nation's  largest  hotel 
pay-per-view  movie  ser- 
vice, with  cable  and 
satellite  tentacles  spread- 
ing into  almost  1  mil- 
lion hotel  rooms. 

Chains  such  as 
Hilton  (an  8%  in- 
vestor), Hyatt  and 
Marriott  are  equipped 
with  On  Command's 
video-on-demand  sys- 
tems, Sony  PlayStation 
videogames  and  television  Internet  ser- 
vice, the  fees  for  which  contributed  to 
revenues  last  year  of  $253  million. 

Treating  the  company  more  as  a 
pipeline  than  as  a  reseller  of  movies, 
look  for  MaJone  to  use  On  Command 
to  help  promote  such  Liberty  proper- 
ties as  the  Encore  and  Starz  pay-cable 
channels,  as  well  as  a  fledgling  interac- 
tive venture  with  Cendant  Corp. 

That,  at  least,  is  the  theory.  This  is  a 
company  that  recycles  Hollywood 
movies  to  captive  hotel  customers — 
and  manages  to  have  lost  money  for  the 
past  four  years — $29  million  last  year 
alone.  On  Command  has  also  achieved 
the  impressive  feat  of  burning  through 
three  chief  executives  within  the  past 
16  months. 


One  problem  is  high  installation 
costs.  While  residential  cable  compa- 
nies can  pass  these  along  to  their  cus- 
tomers, On  Command  and  its  chief 
competitor,  LodgeNet  Entertainment 
(FORBES,  Jan.  24),  must  swallow  them. 

It  can  cost  as  much  as  $500  per 
hotel  room  to  install  the  bulky  video- 
on-demand  tape  systems,  wiring  and 
even  the  televisions.  High-speed  Inter- 
net lines  can  cost  another  $300  per 
room.  Add  to  those  expenses  another 
$64  million  On  Command  was  still 
paying  through  the  first  nine  months  of 
last  year  to  integrate  its  1996  purchase 
of  Spectra  Vision. 

To  recoup  its  money,  On  Com- 
mand charges  about  $10  for  each 
movie,  and  the  same  amount  for  ei- 
ther 24  hours  of  Internet  or  high- 
speed computer  access.  But  there's  a 
basic  problem:  On  average,  only  one 
or  two  guests  per  month  use  the  ser- 
vices in  each  room.  On  Command's 
monthly  revenues  per  room  have  been 
stagnant  at  around  $21,  unchanged 
from  last  year. 

Allan  Goodson,  a  former  TCI  exec- 
utive who  took  over  in  January  as  On 
Command's  acting  chief  executive,  ac- 
knowledges the  challenge.  But  he  says 
he  doesn't  have  many  solutions.  "I've 
been  here  a  short  enough  time  that 
I'm  not  ready  to  talk  about  those 
specifics,"  he  says.  "That  means  I 
don't  know." 

There  may  yet  be  hope.  By  some  es- 
timates, 75%  of  the  movie  revenues  of 
Malone's  new  acquisition  come  from 
such  swanky  tides  as  Crazy  Group  Sex, 
Hollywood  Nymphos  and  Hottest 
Women  of  the  Millennium. 

If  so,  Malone's  porno  revenues  are 
higher  than  even  the  racy  Playboy 
channel's.  Now  if  he  can  only  figure  out 
a  way  to  get  guests  to  pay  to  watch.     F 
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Copying,  faxing,  packing,  and  shipping.  We  do  it  all  so  you  can  focus  on  the  big  picture.  Visit  www.mbe.com 
or  call  1-800-789-4MBE  for  your  nearest  MBE  location.  We  don't  just  get  It  done,  we  get  it  done  right. 

Store  locations:  1-800-789-4MBE    Franchise  opportunities:  1-877-MBE-SALE   www.mbe.com  MAIL  BOXES  ETC.' 


Making  Business  Easier*  Worldwide 


MBE  Centers  are  owned  and  operated  by  licensed  franchisees  of  Mail  Boxes  Etc.  USA,  Inc.  In  the  USA,  and  by  its  master  licensees  or  their  franchisees  outside  of  the  USA.  Services  vary  by  location.  'ctfOOO  Mail  Boxes  Etc.  USA,  Inc. 


A  new  way  of  thinking  about  life  sciences: 
From  prevention  to  therapy  through  vaccinatio 


As  one  of  the  world's  leading  life  scie 
companies,  Aventis  is  fully  committed  to  the  development  of  new  preventive  vaccines  against  numerous  infectious  diseases  w 
still  claim  the  lives  of  millions.  Using  our  expertise  in  immunology,  we  are  also  developing  innovative  therapeutic  vaccines' 
will  give  doctors  new  ways  to  treat  cancer  and  other  chronic  or  life-threatening  diseases  such  as  gastric  ulcers  and  HIV  infection 
many,  ridding  the  world  of  disease  is  a  dream.  At  Aventis,  it  is  the  goal  we  work  towards  every  day. 


Aventis 


Our  challenge  is  life. 


LA  JOI.I.A,  CALIF.  IS  A  PLACE  TO  BE  HAPPY.  THE  WEATHER 
is  warm,  there  is  always  a  fair  ocean  breeze,  and  many 
have  gotten  rich  off  the  high-flying  local  wireless 
shop,  Qualcomm,  whose  shares  are  up  1,979%  since 
the  beginning  of  last  year.  But  the  four  men  gathered 
around  the  corner  booth  at  the  Crescent  Shores  Grill  are  a 
melancholy  group. 

Until  last  year  all  were  engineers  at  Qualcomm.  Each  held 
thousands  of  options  that  could  have  made  them  millionaires, 
'■lit  didn't. 

*  year  their  division  of  the  company,  along 
es,  was  sold   >u1  from  under  them  and 
nvested  options,  leaving  them  with 
th(       re  forced  to 


The  employees  thought  that  the  sale  would  have  triggered  a 
"change  of  control"  clause  in  their  contract,  allowing  them  to  ex- 
ercise their  unvested  options  immediately.  Qualcomm  said  no 
such  luck.  So  the  employees  exercised  another  all- American  op- 
tion— and  sued  Qualcomm  for  $500  million  in  California  Su- 
perior Court. 

Qualcomm  Chairman  Irwin  Jacobs,  himself  worth  $3.5  bil- 
lion, isn't  all  that  moved  by  the  plight  of  his  ex-employees. 
"Clearly  they  did  very  well  with  their  vested  options.  I  under- 
stand why  they're  upset,  but  some  people  see  the  glass  as  half 
empty,  others  see  it  as  half  full." 

Qualcomm  has  offered  to  settle  for  $9  million.  The  em- 
ployees' lawyers  are  recommending  that  they  accept,  but  there 
is  so  much  bitterness  that  they  probably  won't. 
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"It's  awful.  I  go  to  parties  and  people  say,  'Oh,  you're  one  of 
the  ones  who  got  rich  this  year.'  I  have  to  look  them  in  the  eye 
and  tell  them,  'No,  I'm  one  of  the  ones  who  got  screwed,' " 
gripes  one  33-year-old  former  Qualcomm  engineer,  gulping  his 
Merlot  Instead  of  the  $783,000  windfall  he'd  have  today  if  all  the 
options  had  vested,  he  only  got  $20,000.  "The  settlement  is  a 
joke.  No  way  this  is  over,"  he  says. 

The  roots  of  the  options  dispute  go  back  to  the  winter  of 

Backfired 

1999,  when  rumors  started  flying  around  Qualcomm's  infra- 
structure division  that  Jacobs  was  looking  to  sell  the  group.  The 
unit  was  losing  $200  million  a  year,  but  had  been  vital  to  the 
company's  ability  to  prove  that  its  wireless  standard  (called  code 
: division  multiple  access,  or  CDMA.)  worked. 

The  employees  allege  in  their  suit  that  Richard  Sulpizio, 
Qualcomm's  chief  operating  officer,  repeatedly  assured  them 
in  company-wide  e-mails  and  at  staff  meetings  that  their  unit 
was  not  on  the  block.  Nevertheless,  several  projects  within  the 
infrastructure  group  were  canceled.  And,  the  suit  alleges,  key 
managers  were  "cherry-picked"  from  infrastructure  for  other  di- 
visions, while  the  vast  majority  of  transfer  requests  were 
denied. 

At  the  same  time,  Qualcomm  and  Swedish  telecom  giant 
LM  Ericsson  were  nearing  a  settlement  of  their  two-year  dis- 
pute over  CDMA  patents.  On  Mar.  25  the  two  parties  setded  and, 
as  part  of  the  deal,  Ericsson  got  licenses  to  CDMA  and  agreed  to 
buy  Qualcomm's  network  infrastructure  division  for  $90  mil- 
lion, relieving  Jacobs  of  his  cash  drain. 

When  the  sale  was  discussed  with  employees  on  Mar.  26  at 
iie  Del  Mar  Thoroughbred  Club  just  north  of  La  Jolla,  one  en- 
gineer stood  up  to  ask  for  confirmation  that  the  employees'  op- 

The  Great  American  Bait  and  Switch 


tions  packages  would  be  honored.  Sulpizio  is  said  to  have 
replied:  "I  suggest  you  read  your  contract  again."  Management 
is  arguing  that,  since  the  infrastructure  unit  amounted  to  just 
7%  of  Qualcomm's  total  assets,  the  sale  did  not  qualify  as  a 
change  of  control. 

In  truth,  a  change  of  control  usually  applies  in  cases  of  an  ac- 
quisition or  merger  of  an  entire  corporation.  "I'm  not  sure  that 
to  these  employees  it  made  any  difference.  One  day  they're 
working  for  Qualcomm,  the  next  for  Ericsson.  That's  a  change 
of  their  control,"  says  Leonard  Simon,  a  lawyer  with  class-action 
heavyweights  Milberg  Weiss  Bershad  Hynes  &  Lerach. 

The  suit  was  filed  on  May  6, 18  days  before  the  Ericsson  deal 
closed.  Anticipating  the  action,  Qualcomm  had  already  offered 
a  carrot  and  stick  to  the  aggrieved  employees:  Sign  a  release  in- 
demnifying Qualcomm  and  Ericsson  from  any  claims  "known 
or  unknown"  related  to  the  sale  and  you'll  get  to  participate  in 
a  cash  bonus  plan  offered  joindy  by  Qualcomm  and  Ericsson. 

For  the  majority  of  the  employees,  the  plan,  to  be  paid  out 
in  four  installments  over  two  years,  amounts  to  no  more  than 
50%  of  the  value  (as  of  May  24)  of  the  unvested  options  taken 
away.  Worse,  the  value  of  these  options  was  arbitrarily  capped 
at  a  split-adjusted  $22.50  per  share.  Any  appreciation  above  that 
wouldn't  go  to  the  option  holder.  More  salt  in  the  wound:  The 
stock  had  been  trading  above  $22.50  for  nearly  a  month  and 
now  trades  at  $144. 

All  but  35  of  the  1,070  transferred  employees  signed  the  re- 
lease. "We  advised  them  not  to.  But  they  were  scared,"  says 
David  Perkins,  another  attorney  representing  the  plaintiffs. 

One  engineer,  a  father  of  two  children,  signed  with 
clenched  teeth.  Ericsson  became  his  employer  on  July  1,  within 
days  of  the  final  vesting  date  for  his  five-year  options  package. 
Had  he  got  the  unvested  amounts — and  been  savvy  enough  to 
keep  them  until  today — they  would  be  worth  $1.5  million. 
He  had  planned  to  use  the  cash  to  start  his  own  company  this 
year.  Now  he  stands  to  get  $275,000  through  the  bonus-re- 
tention plan.  "They  acted  like  they  were  saving  our  jobs.  With 


Qualcomm's  deal  with  Ericsson  set  the  stock  on  a  tear,  but  the  employees  who  were  transferred  got  left  out  in  the  cold. 


Mar.  25, 1999:  Qualcomm  announces 
sale  of  infrastructure  unit  to  Ericsson. 


July  1, 1999:  Infrastructure  employees 
go  to  work  for  Ericsson. 


>200  Ratio  scale 

Qualcomm's 
10Q  stock  price 
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Apr.  20, 1999:  Bonus  retention 
plan  offered  to  infrastructure 
employees. 


Mar.  17, 2000:  Qualcomm  offers  $9 
million  settlement,  amounting  to  $400  for 
most  workers.  They  vow  to  reject  it. 


July  30, 1999:  Last  day  for 
infrastructure  employees  to  exercise 
vested  options. 
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Dec.  31, 1999:  Qualcomm  "sells" 
subscriber  unit  to  Kyocera. 

May  24, 1999:  Sale  of  infrastructure  unit  closes. 

May  6, 1999:  Employees  file  $500  million  SUit.  Source:  Interactive  Data  Corp.  via  FactSet  Research  Systems 
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all  due  respect,  I  don't  need  anyone  to  save  my  job.  Just 
pay  me  what  you  owe  me,"  he  says. 

In  September,  while  the  plaintiffs'  attorneys  were  deep 
in  discovery,  an  unrelated  compensation  case  decided  by  the 
Ninth  Circuit  federal  appellate  court  in  San  Francisco  rattled 
the  employees'  hopes.  That  court  ruled  that  options  awarded 
to  an  ex-IBM  executive  were  not  wages  because  their  value 
fluctuates  with  the  stock  market.  They  can,  therefore,  be 
stripped  away  without  violating  California  labor  law. 

"That's  just  arcane,"  says  Lawrence  Cunningham,  direc- 
tor of  the  Center  on  Corporate  Governance  at  the  Benjamin 
N.  Cardozo  School  of  Law  in  New  York.  He  also  thinks  the 
release  the  employees  signed  is  written  too  broadly  to  be  en- 
forceable. "I  don't  see  a  nail  in  this  coffin  yet,"  he  says. 

Jacobs  is  issuing  no  mea  culpas,  but  when  he  unloaded  a 
second  division  on  Kyocera  in  December,  he  acted  very  dif- 
ferently. This  time,  the  employees  were  reorganized  into  a 

Qualcomm  subsidiary  and 
"contracted"  out  to  Kyocera  in 
a  three-year  manufacturing 
_  ■  agreement.  They  remained  on 

glUUO  IIC      Qualcomm's  payroll  and  kept 

their  options.  "That  did  work 
out  well,"  Jacobs  says  flatly. 

It  may  not  work  out  so 
well  for  Ericsson,  which  got  a 
moneylosing  division,  and  the 
brainy  engineers  that  came 
with  it  are  likely  to  walk  when 
their  bonus-retention  plan 
ends  in  2001. 
Qualcomm's  $9  million  settlement  offer  is  on  the  table 
until  Apr.  1 7.  At  least  $3  million  of  it  will  go  to  the  attor- 
neys. Of  the  remaining  $6  million,  85%  will  go  to  the  35 
who  didn't  sign  the  release  to  get  the  retention  bonus.  Those 
who  did  sign  will  get  about  $400  apiece,  after  taxes. 

Had  Qualcomm  accelerated  all  the  unvested  options  in 
question  last  spring,  it  might  have  cost  the  company  more 
than  $300  million.  As  it  is,  Qualcomm  says  it  has  done  its 
part,  having  already  paid  the  infrastructure  employees  $74 
million,  including  cash  for  their  vested  options  and  the  bonus 
plan  with  Ericsson. 

Don't  be  surprised  if  the  ex-Qualcommers  turn  down 
the  settlement.  They  now  say  they're  willing  to  pay  for  a  new 
team  of  lawyers  to  carry  on  their  case.  They  can  afford  it, 
too.  These  are  engineers  who  already  make  healthy  six-figure 
salaries  and  they  know  they  will  be  in  demand  for  years  to 
come.  But  in  an  economy  where  turbocharged  options  pack- 
ages are  the  coin  of  the  realm,  all  sense  of  proportion  can  get 
lost,  as  it  did  here. 

Are  the  suit-filers  perhaps  a  little  greedy?  They  point  to 

bonuses  handed  out  to  the  managers  who  dumped 

>k  up  the  definition  of  greed  in  the  dictio- 

guys'  pictures,"  says  the  engineer  with 

two  young  children.  F 


"Look  up 

in  the 
dictionary, 

you'll  see 
these  guys' 

pictures." 


The  Image 
Maker 

If  you  want  to  know  what  makes 
some  Nasdaq  stocks  move  in  this 
day  and  age,  Webb  Interactive 
makes  an  interesting  case  study. 

BY  PHYLLIS  BERMAN 

WE  HAVE  500  BROKERS  AROUND  THE  COUNTRY 
participating  today,"  announces  John  Liviakis  as  he 
begins  a  giant  conference  call  on  Jan.  13.  The  brokers 
are  going  to  listen  to  him  talk  up  a  once-obscure  firm  in 
Denver  called  Webb  Interactive  Services.  Webb's  financial 
statements  are  pretty  discouraging,  but  that  doesn't  mean  it 
can't  be  a  hot  stock.  Webb  reported  revenues  in  the  latest 
quarter  of  $800,000;  it  has  lost  $46  million  over  its  six-year 
life.  For  two  years  in  a  row,  accountants  expressed  doubt 
about  its  ability  to  continue  as  a  going  concern.  But  despite 
that,  look  at  what  a  little  pitching  can  do.  Within  a  month  of 
the  conference  call,  this  stock's  price  has  climbed  from  $29' 
to  a  high  of  $68.  In  November  1998,  prior  to  Liviakis'  signing 
on,  it  was  just  $3.25. 

Who  is  John  Liviakis?  According  to  his  own  video,  he  is 
the  "world's  leading  financial  relations  consultant."  His 
clients  are  smallish,  publicly  traded  outfits,  some  with 
checkered  financial  histories,  that  are  merely  in  need  of  a 
story.  He  gets  the  message  out  to  the  investing  public  by 
using  a  network  of  7,000  retail  brokers  who  work  at  mosdy 
small  regional  firms.  Brokers  listen  if  only  because  Liviakis 
has  a  reputation  for  making  stocks  move.  They  then  pick  up 
the  phone  and  get  their  customers  to  buy.  Upbeat  press  re- 
leases spew  forth.  When  the  process  kicks  into  high  gear,  in- 
dividual investors  pick  up  the  ball  and  run  with  it,  talking 
up  the  stock  they've  bought  in  an  Internet  whisper 
campaign.  Rumors  abound  in  chat  rooms  like  Raging  Bull 
and  Yahoo's  company  postings  that  a  top  securities  firm  is 
writing  a  favorable  report  on  Webb.  It  has  never  happened, 
but  it  helped  build  momentum  for  the  stock.  Liviakis  denies 
any  role  in  planting  the  chat  room  rumor,  but  explains:  "It 
doesn't  matter  if  you're  a  world  beater  if  no  one  hears  your 
story,  especially  on  Wall  Street." 

Liviakis  prides  himself  on  not  taking  cash  fees,  only  shares 
that  he  is  restricted  from  trading  for  two  years.  The  payoff  is 
impressive.  When  he  took  on  Webb  Interactive  as  a  client  its 
market  cap  was  all  of  $10  million.  His  fee:  350,000  shares, 
10%  of  the  company.  Even  with  a  collapse  in  the  stock  price 
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in  the  past  month  to  $36,  the  fee  is  worth  $12  million. 

Liviakis,  43,  has  been  in  or  near  the  brokerage  busi- 
ness for  a  long  time.  After  dropping  out  of  UC  Berkeley  in 
the  late  1970s,  he  went  to  work  as  a  broker  at  E.F.  Hutton. 
In  1986  he  started  his  own  investor  relations  firm,  accord- 
ing to  him,  "specializing  in  business  development." 

It  did  not  start  out  auspiciously.  Liviakis'  first  client, 
Cascade  International,  a  cosmetics  and  clothing  company, 
was  unmasked  in  1991  as  a  total  fraud.  The  stores  it  claimed 
to  own  didn't  even  exist.  Liviakis  reports  that  before  Cas- 
cade's chairman  was  indicted  and  fled,  he  had  collected  his 
fee  in  full. 

Now,  he  says,  he  sorts  through  hundreds  of  companies 
before  picking  the  five  to  eight  a  year  he  agrees  to  repre- 
sent. His  clients  today  fit  a  pattern:  The  company  has 
thinly  traded  stock  and  a  potentially  big  product  still  to  be 
developed  and  market  share  still  to  be  garnered.  Among 
them:  Global  MainTech  Corp.,  which  produces  a  virtual 
command  center  to  monitor  corporate  information  tech- 
nology operations;  SwissRay  International,  which  manufac- 
tures digital  radiography;  and  Omni  Nutraceuticals,  which 
sells  nutritional  supplements  over  the  Internet. 

Would  you  want  to  own  stocks  like  these?  Hardly.  The 
only  way  is  if  you  are  a  believer  in  momentum  investing, 
a.k.a.  the  greater-fool  theory:  the  idea  that  price  doesn't  mat- 
ter so  long  as  it's  going  up.  Pass  if  you  like  your  companies  to 
have  a  solid  earnings  history.  Take  for  example,  Omni  Nu- 
traceuticals, a  company  that  was  about  to  lose  its  listing  on 
the  Nasdaq  because  it  had  so  little  tangible  net  worth.  When 
Liviakis  became  involved  in  the  stock,  it  was  trading  as 
low  as  $1.50  in  December  1999.  By  the  time  he 
made  his  official  announcement  that  he  was  repre 
senting  the  company,  it  was  already  at  $8.50  a 
share.  It's  still  not  making  any  money. 

There  must  be  a  fair  number  of  momen 
turn  players  out  there.  Two  years  ago,  for 
example,  Liviakis  started  flogging  some- 
thing called  Data  Race,  a  moneylosing 
company  that  provides  data  and  voice 
links  between  workers  in  the  field 
and  corporate  headquarters.  The 
stock  was  at  $1  and  went  to  $9.50  in 
a  year,  before  dropping  to  $1  again 
within  another  year. 

For  Webb,  Liviakis  created  an 
image  campaign  by  engineering  at  least 
two  different  makeovers  of  the  com- 
pany. When  he  took  on  Webb,  it  was  called  Online  System  Ser- 
vices and  supplied  Internet  services  for  rural  cable  companies. 
Then,  with  Liviakis'  help,  it  claimed  to  enter  a  medley  of  dif- 
ferent business  lines,  including  health  care  information  and  on- 
line banking.  In  its  current  incarnation,  at  least  by  the  account 
of  its  newly  appointed  Chief  Executive  Perry  Evans,  40,  Webb 
is  a  pioneer  in  applying  the  XML  Extensible  Markup  Language 
technology,  a  new  open  standard  for  Web  site  design.  "The  best 


Who  is  John  Liviakis?  According  to 

his  own  video,  he  is  the  "world's  leading 

financial  relations  consultant." 


way  to  think  of  us  is  as  an  Internet  infrastructure  company 
with  the  capacity  to  connect  millions  of  small  businesses  with 
hundreds  of  millions  of  consumers,"  explains  Evans. 

Whatever  the  line  of  business,  Liviakis  has  created  a 
demand  for  Webb  stock.  Here's  how:  In  the  Jan.  13  con- 
ference call  to  brokers  he  exclaimed,  "Webb  continues  to 
sell  at  only  a  fraction  of  its  peer  group's  market  evalua- 
tions. This  includes  companies  like  Commerce  One  [links 
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buyers  and  sellers  into  trading 
communities] ,  which  currently  car- 
ries a  market  capitalization  of  $17 
billion  [now  $15  billion],  around 
70  times  Webb's  market  cap." 

In  that  call  Liviakis  described 
Evans,  who  was  sitting  alongside 
him,  to  the  brokers  as  the  founder 
of  Mapquest,  a  firm  that  combines 
interactive  maps  with  business  di- 
rectories. In  fact,  Evans  had  been 
president  of  Mapquest,  not  the 
founder.  During  the  call,  Liviakis 
prompted  Evans  to  mention  that 
Mapquest  agreed  to  be  acquired  by 
AOL  recently  for  stock  worth  $1.1 
billion  at  the  time  of  the  announce- 
ment. What  was  left  out  is  that 
Evans  left  Mapquest  long  before  it 
went  public  and  way  before  its  re- 
cent sale.  Yet  Liviakis  managed  to 
convey  the  impression  that  Evans 
created  $1  billion  worth  of  value 
once,  and  can  do  it  again. 

Examine  a  few  interesting  Webb 
relationships.  Four  of  Webb's  cus- 
tomers account  for  79%  of  its  rev- 
enues, and  all  of  these  customers 
were  offered  warrants  "to  build  dis- 
tribution relationships."  One  ex- 
ample is  Switchboard.com,  an  on- 
line directory  of  local  businesses 
that  hope  to  use  Webb's  new  tech- 
nology— only  partially  available, 
we  might  note — to  tailor  a  yellow 
page  ad  or  a  message  to  an  online 
visitor. 

Note  also  that  one  of  the  analysts 
who  has  written  about  Webb — who 
makes  big  claims  about  the  benefits 
ot  the  Switchboard  deal — is  em- 
ployed by  EBI  Securities.  Englewood, 
Colo.-based  EBI  and  its  employees 
have  received  options  and  warrants 
to  buy  250,000  Webb  shares  at  $8. 

Of  the  500,000  shares  that  Livi- 
akis had  accumulated  by  the  end  of 
last  year — some  of  it  restricted  until 
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ities  were  always  there.  What  Gates  did 
was  put  software  deep  into  the  na- 
tion's psyche.  Even  kids  in  remote  vil- 
lages entered  a  Microsoft-sponsored 
competition  to  describe  what  a  won- 
derful computer  could  do." 

An  early  recruiter  was  Nathan 
Myhrvold,  later  Microsoft's  chief  tech- 
nology officer.  "Talented  Indian  engi- 
neers would  come  to  the  U.S.,  get  a  de- 
gree and  then  we  would  hire  them," 
Myhrvold  recalls.  "I  figured  it  would 
be  smart  to  dial  directly."  He  went  to 
India  in  1988  and  visited  three  of  the 
five  Indian  Institutes  of  Technology — 
engineering  schools  that  have  a  higher 
rejection  rate  than  Harvard.  "I  inter- 
viewed more  than  300  excellent  can- 
didates, made  33  offers  and  had  30  or 
so  sign  on,"  says  Myhrvold.  "That  set 


East  meets  West:  Microsofties  Vijay  Vashee. 

WHO  NEEDS  BILL  CLINTON?  BILL 
Gates'  Indian  tour  in  March 
1997  was  a  triumph.  A  visit- 
ing head  of  state  was  bumped  off  the 
front  pages,  and  Gates  was  feted  wher- 
ever he  went  on  his  three-day  trip. 

"Gates  spoke  of  India's  potential 
as  a  software  superpower,  and  it  really 
electrified  the  nation,"  says  Sanjay 
Parthasarathy,  the  Indian-born  gen- 
eral manager  in  charge  of  Mi- 
crosoft.com,  perhaps  the  most-visited 
i  rate  Web  site  in  the  world.  "The 
engineering  schools  and  human  abil- 


Sanjay  Parthasarathy  and  S.  Somasegar. 

a  grapevine  in  motion,  and  Indians 
have  been  an  increasingly  welcome 
presence  at  Microsoft  ever  since." 

One  result:  Microsoft's  India  De- 
velopment Center,  set  up  in  August 
1998  in  Hyderabad.  Microsoft  plans  to 
double  the  center's  size  this  year  to  140 
employees,  making  it  the  company's] 
largest  development  center  outside  of 
the  U.S. 

A  key  product  that  will  help  cus-j 
tomers  migrate  from  Unix  to  Win- 
dows  NT  was   entirely  developed] 
in  India,  says  S.  Somasegar,  general! 
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manager  of  the  Windows  services 
group  and  the  India  Development 
Center.  He  helped  Microsoft  forge 
an  alliance,  announced  in  January, 
with  Wipro,  a  hot  Indian  software 
company  (FORBES,  Mar.  20),  to 
enhance  Windows  2000  and  CE.  An 
alliance  between  Microsoft  and  an- 
other Indian  software  company  is  in 
the  works. 

Vijay  Vashee  was  employee  num- 
ber 160  when  he  joined  Microsoft  in 
1982.  He  helped  the  company  drive 
sales  of  Microsoft  Project  from  $5  mil- 
lion to  $100  million  between  1990  and 
1993  and  played  a  key  role  in  the  ac- 
quisition of  PowerPoint's  creator, 
Forethought,  Inc.,  and  the  integration 
of  PowerPoint  into  the  Microsoft  Of- 
fice suite.  Now  a  general  manager  with 
strategic  responsibilities,  Vashee  just 
launched  the  Seattle  branch  of  the 
Indus  Entrepreneurs,  the  informal  Sil- 
icon Valley  networking  group  that  has 
funded  and  supported  dozens  of  com- 
panies. "Some  of  these  youngsters,"  he 
says,  "might  realize  that  it  is  possible 
to  be  entrepreneurial  even  under  the 
Microsoft  umbrella." 

Mona  Sharma,  the  chief  executive 
of  Siliconindia.com,  which  reports 
on  the  subcontinent's  computer 
engineers,  says  that  Indians  make 
up  about  6%  of  Microsoft's  employ- 
ees. One  example  of  their  impact: 
Hotmail,  a  Microsoft  e-mail  service 
with  50  million  subscribers.  The 
December  1997  acquisition  of  Hot- 
mail, founded  by  Indian-born  Sabeer 
Bhatia,  happened  largely  through  the 
efforts  of  Shirish  Nadkarni  and 
Raghav  Kher.  These  Indian-born  ex- 
ecutives have  since  left  Microsoft  to 
found  their  own  companies. 

Sharma  estimates  that  the  top 
dozen  or  so  present  and  former  In- 
dian-American Microsoft  executives 
have  reaped  much  more  than  $1  bil- 
lion of  stock  wealth.  "That  can  fund  a 
lot  of  startups,"  she  notes.  Flourish- 
ing companies  founded  by  former 
Microsofties  from  India  include  Info- 
Space.com  and  Imandi.com. 

Foreign  aid?  That's  so  20th 
century.  F 
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Point  of  View  By  Steve  H.  Hanke 


Abolish  the  IMF 


an 


The  institution's 

dumb  policy  of 

floating  exchange 

rates  proved 
ruinous  in  Asia. 


THE  INTERNATIONAL  MONETARY  FUND  INTERFERES 
too  much  in  the  domestic  politics  of  the  countries 
it  seeks  to  assist.  What's  more,  the  IMF's  policies 
don't  generate  prosperity  or  alleviate  poverty. 
That's  what  a  bipartisan  congressional  commis- 
sion concluded  recently.  Unfortunately,  the  panel's  prescrip- 
tion was  misguided:  Reinvent  the  IMF,  yet  again. 

The  only  cure  for  the  IMF's  ills  is  to  pull  the  plug  on  that 
international  bureaucracy.  Why?  Look  no  further  than  the 
disaster  it  wrought  in  Southeast  Asia.  With  the  collapse  of 
the  Thai  baht  in  mid- 1997,  the  entire  region  entered 
economic  maelstrom.  The 
IMF's  remedy:  floating  ex- 
change rates. 

We  were  told  that  this 
elixir  would  bring  prosperity. 
Indeed,  when  Indonesia 
floated  the  rupiah  in  August 
1997  the  IMF's  deputy  manag- 
ing director,  Stanley  Fischer, 
confidently  proclaimed  that 
this  move,  "in  combination 
with  Indonesia's  strong  fundamentals,  supported  by  pru- 
dent fiscal  and  monetary  policies,  will  allow  its  economy  to 
continue  its  impressive  economic  performance  of  the  last 
several  years."  (Fischer  has  since  been  elevated  to  the  post  of 
acting  managing  director.) 

Balderdash.  With  the  exception  of  Hong  Kong,  all  the 
countries  in  Southeast  Asia  allowed  their  currencies  to 
float.  And  float  they  did.  Downward.  The  accompanying 
table  is  a  postmortem.  From  the  end  of  1996  through  De- 
cember 1999  the  Indonesian  rupiah  did  the  worst  relative 
to  the  greenback.  And  the  other  floaters  suffered  large  de- 
valuations, too. 

Consequently,  their  economies  took  heavy  hits.  There's 
no  denying  that  the  worse  the  devaluation,  the  worse  the 
economic  devastation.  Indonesia  suffered  the  most.  Some 

said  the  poor,  at 
least,  were  insulated 
from  the  problem. 
Hardly.  Local  price 
runups  hurt  the 
poor  the  most. 

Why  was  Hong 
Kong  the  exception 
to  this  ugly  situa- 
tion? As  I  predicted 
in  my  Nov.  17,  1997 


The  IMF's  Handiwork 


Devaluations  decimate  Asian 
economic  prosperity,  1996-99. 
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column,  Hong  Kong  would 
not  devalue  its  dollar.  The  rea- 
son was  that  it  had  a  currency 
board,  which  firmly  fixes  the 
local  currency  to  the  U.S.  dol- 
lar. As  the  storm  raged,  its  link 
to  the  greenback  held  tight, 
and  GDP  per  capita  fell  by 
much  less  than  it  did  in  neigh- 
boring countries. 

True  to  form,  the  IMF  is. 
spinning  a  different  yarn.  Its 
chief  spokesman,  Thomas  Dawson,  wrote  an  indignant  de-.. 
fense  of  its  Asian  policies  in  the  Wall  Street  Journal  in  mid- 
March.  To  obfuscate  how  the  institution's  wrongheaded 
policies  decimated  Asian  living  standards,  he  noted  that 
South  Korea's  growth  was  10%  in  1999  and  Thailand's  4%. 
But  those  were  only  partial  recoveries  from  the  sickening 
falls  these  economies  had  suffered. 

I  can  testify  firsthand  how  destructive — and  politically 
driven — the  IMF  can  be.  In  February  1998  then-President  j 
Suharto,  the  Indonesian  leader,  appointed  me  as  his  adviser. 
To  stop  the  rupiah's  fall,  I  recommended  that  Indonesia] 
adopt  a  currency  board  like  Hong  Kong's.  The  markets  loved] 
it.  On  the  day  this  proposal  hit  the  press  the  rupiah  strength- 
ened by  28%  against  the  dollar. 

Mind  you,  Suharto  was  not  a  popular  man  with  the  IMF  j 
or  the  Clinton  Administration.  Since  a  currency  boarc 
would  have  stabilized  the  rupiah,  that  would  have  enhancec 
his  position.  So  the  IMF  and  the  Administration  mounted  a  | 
massive  counterattack,  pressuring  the  Indonesian  govern- 
ment to  back  off  the  board  idea. 

Recently,  however,  I  was  inadvertently  vindicated  byl 
none  other  than  Michel  Camdessus,  the  departing  IMF 
managing  director.  On  his  retirement  Camdessus  boastec 
that  "We  created  the  conditions  that  obliged  President 
Suharto  to  leave  his  job."  In  other  words,  they  caused  conn 
siderable  human  suffering  in  the  course  of  trying  to  ac- 
complish a  political  goal. 

Upon  hearing  this,  former  secretary  of  state  George 
ShultZ  told  National  Public  Radio:  "I  don't  think  that's 
function  of  the  IMF.  Look  what's  happened  in  Indonesia- 
income  per  capita  cut  in  half,  poverty  widespread,  religioi 
intolerance  on  the  rise." 

I  couldn't  have  said  it  better. 


□ 


Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore,  \'isit  his  forum  at 

our  Web  sue,  www.f6rbes.com/hanke. 


Bring  the  power  of 

Schwab's  approach  to  investing 

to  your  portfolio. 


TM* 


Begin  with  a  Schwab  Portfolio  Consultation! 
It's  a  personal  evaluation  of  your  financial  goals  and 
your  portfolio  by  a  Schwab  Registered  Investment 
Specialist.  It'll  help  you  determine  how  your  portfolio 
is  doing  and  whether  it  could  be  doing  better.  And 
Schwab  can  also  help  you  assess  if  you  might  benefit 
from  the  services  of  an  independent,  fee-based 
investment  advisor. 

For  more  information,  visit  www.schwab.com/ 
portfolioanswers.  Or  simply  read  on... 


*You  must  open  a  Schwab  brokerage  account  to  receive  the  Schwab  Portfolio  Consultation™ 
Your  account  will  be  a  brokerage  account  and  not  an  investment  advisory  account. 


Presenting  the  Schwab  Approach 
to  Building  a  Smarter  Portfolio 


GOALS 

We'll  review  your  financia 

goals  and 

current  investment  holdings. 
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Your  Schwab  Portfolio  Consultation IM  begins  with 
a  personal  meeting  with  a  Schwab  Registered 
Investment  Specialist.  You'll  discuss  your  financial 
goals,  both  short-  and  long-term,  and  he  or  she  can 
review  your  current  investments  whether  they  are 
held  at  Schwab  or  another  financial  institution. 
This  process  will  help  establish  your  investor  profile 
by  considering  your  time  horizon,  risk  tolerance, 
tax  status  and  investing  experience.  This  profile 
is  a  foundation  from  which  to  assess  whether 
your  portfolio  is  appropriate  for  your  investment 
-    eds.  i  Consultations  are  a  fee-based  service  that 
begin  at  $400. 


PERFORMANCE 


Using  objective  research  we'll  evaluate  the 
performance  of  your  investments. 


A  Schwab  Investment  Specialist  will  evaluate  the 
performance  of  your  investments,  using  objective  i 
research  from  trusted  resources  like  Morningstar® 
and  Standard  &c  Poors.®  Together  you  will  compart 
your  current  portfolio  asset  allocation  with  your 
goals  to  learn  which  holdings  may  present  rebalancing 
opportunities.  You'll  get  a  customized  report  that 
details  historical  performance,  offers  analyst  opinion' 
and  ratings,  and  compares  your  investments  to 
industry  benchmarks  to  demonstrate  how  your  port 
folio  is  performing  in  relation  to  market  indicators. 
It  all  adds  up  to  the  kind  of  clear  detail  that  lets  you  i 
look  at  your  investments  in  a  broader  context  with  , 
the  help  and  guidance  of  a  Schwab  professional. 


ACTION 


i  We'll  work  with  you  to  develop  a  Personal 
b  ion  Plan  to  help  you  meet  your  financial  goals. 


rrent  Allocation 


Target  Allocation 


•owered  with  the  facts  you  need  to  build  your 
rter  portfolio,  your  next  step  will  be  to  apply 
nsights  of  your  Schwab  Portfolio  Consultation?' 
r  Investment  Specialist  will  recommend  specific 
stments,  if  appropriate,  and  guide  you  through 
investment  or  rebalancing  decisions  to  help 
better  meet  your  financial  goals.  This  guidance 
outline  strategies  for  rebalancing  your  assets 
lually  or  all  at  once,  and  help  you  understand 
r  choices.  It's  a  great  way  to  put  the  power  of 
objective  advice  to  work  for  you  as  a  Schwab 
:stor.  Additionally,  if  the  findings  of  your 
sulfation  suggest  that  you  may  benefit  from 
oing  customized  portfolio  management,  through 
vvab's  AdvisorSource™  Program,  we  can  intro- 
e  you  to  independent,  fee-based  investment 
isors  who  offer  in-depth  professional  guidance. 


You  can  always  tell  t 
the  Charles  Schwab  I 
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Charles  Schwab 


PORTFOLIO  CONSULTATION 


Personally  prepared  for 
you 


The  Big  Lie 

We  want  to  believe  that  more    ^ 
spending  will  equalize 
educational  outcomes. 


It  ain't  so. 


BY  DAN  SELIGMAN 

THE  BIG  LIE,  EMBRACED  BY 
all  politicians,  most  par- 
ents and  even  the  Sopra- 
nos mobsters  on  HBO,  is  that 
the  schools  you  attend  make  a 
lot  of  difference  in  your  life.  The 
big  but  somewhat  awkward 
truth — awkward  in  a  democra- 
tic society  that  believes  so  fer- 
vently in  equality — is  that  the 
schools  make  far  less  difference 
than  your  own  ability.  What 
mainly  matters  are  your  brains. 
You  will  never  hear  this  from 
self-nominated  "Education 
Presidents,"  but  you  keep 
bumping  into  the  message  on  the  Web 
site  of  the  National  Bureau  of  Eco- 
nomic Research  (www.nber.org),  defi- 
nitely the  place  to  be  these  days  if 
you're  looking  to  relate  educational  in- 
puts to  life  outcomes. 

The  cumulative  message  of  several 
recent  studies  is  that  there  are  serious 
limits  to  what  school  can  do  for  you, 
and  this  is  true  at  both  the  low  and  high 
ends  of  the  ability  distribution.  At  the 
low  end,  we  learn  from  NBER  Working 
Paper  7450,  "Schooling,  Inequality,  and 
the  Impact  of  Government,"  published 
last  December,  that  kids  who  do  poorly 
in  bad  schools  tend  also  to  do  poorly  in 
schools  with  abundant  resources.  Sum- 
marizing an  avalanche  of  efforts  to 
equalize  lives  by  improving  the  schools 
attended  by  poor  kids,  economist  Eric 
A.  Hanushek  of  the  University  of 
Rochester  and  economic  consultant 
Julie  A.  Somers  of  PHB  Hagler  Bailly  re- 
port that  these  efforts  have  failed.  Bot- 
tom line:  "The  three-decade-old  move- 
ment toward  reducing  the  variation  in 


"Kids  who  do  poorly  in  bad  schools  also  do 

poorly  in  schools  with  abundant  resources." 


school  spending  within  states  appears 
to  have  done  nothing  to  reduce  income 
variations  of  workers." 

Brains  matter  even  in  the  downbeat 
world  of  high  school  dropouts.  The  in- 
comes of  dropouts  correlate  with  their 
skills  on  intelligence  test  batteries,  a  fas- 
cinating fact  you  can  verify  by  consult- 
ing NBER  Working  Paper  7101,  titled 
"Do  the  Cognitive  Skills  of  School 
Dropouts  Matter  in  the  Labor  Market?" 
by  economists  John  H.  Tyler  of  Brown 
University  and  Richard  J.  Murnane  and 
John  B.  Willett  of  the  Harvard  Gradu- 
ate School  of  Education.  States  this 
April  1999  publication:  "The  results  in- 
dicate quite  large  earnings  returns  to 
cognitive  skills  for  both  male  and  fe- 
male dropouts,  and  for  white  and  non- 
white  dropouts.  The  earnings  payoff  to 
skills  increases  with  age." 

Perhaps  the  most  startling  finding 
of  all  is  what  happens  at  the  high  end  of 
the  ability  distribution.  Here  the  news  is 
that  it  ultimately  doesn't  matter 
whether  you  go  to  an  elite  university  or 


a  lower-tier  outfit.  Your  career  is  driven 
by  your  ability,  not  your  sheepskin. 

Which  brings  us  to  The  Sopranos.  A 
typical  episode  has  mob  boss  Tony  So- 
prano deciding  who  gets  protection 
money  from  restaurants,  or  running  an 
illegal  card  game,  or  shooting  some 
lowlife  who  has  done  him  wrong.  In  the 
episode  we  caught  on  Mar.  5,  the  em- 
phasis was  on  a  far  more  familiar  theme 
in  middle-class  life:  getting  your  daugh- 
ter into  a  top  college.  Just  as  any  regular 
mom  might  do,  Tony's  wife  pulls  a  few 
strings  and  manages  to  get  the  kid's  ap- 
plication to  Georgetown  supported  by 
a  high-powered  female  lawyer  posited 
to  have  infinite  clout  at  this  institu- 
tion— and,  in  considering  whether  to 
support  the  brat  in  question,  nervously 
knows  she's  dealing  with  a  gangster 
family. 

Georgetown,  currently  number  23 
in  the  U.S.  News  &  World  Report  rank- 
ings of  1,400-odd  accredited  colleges 
and  universities,  definitely  qualifies  as 
elite.  But  what  Carmela  Soprano  doesn't 
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How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description 
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For  reservations  visit  us  at  wwwwaldorf-towers.com  or  call  your  professional  travel  agent  or  The  Waldorf  Towers  at  t-888-WMOWER 
The  Waldorf  Towers  its  logos  and  logotypes  are  registered  trademarks  ot  Hilton  Hotels  Corp  O  2000 


Stuttering  Didn't  Silence  His  Story. 


20/2C\  John  Stossel  knows 
news,  I  le  also  knows  whai 
h'n  like  to  deal  with  .1 
stuttering  problem.  John 
still  struggles  with 
stuttering  yet  has  become 
one  ot  the  most  successful 
in  broadcast 
■la  today. 


For  more  information  on  what 
you  can  do  about  stuttering, 
write  or  call  US  toll-tree 


Stuttering 
Foundation 

of  America 

- " — HVI/>m£  Th.>v  Who  SfMOer 


1-800-992-9392 

www.stutterSFA.org 

uite603»P.O  Box  L 1749  •  Memphis, TN 38111-0749 


know  is  that  matriculation  at  any  such 
high-class  institution  does  not  figure  to 
do  anything  special  for  her  daughter's 
career  prospects.  I  personally  predict 
that  she  will  end  up  a  mafiosa  wherever 
she  goes  to  college,  and  this  forecast  is 
entirely  consistent  with  NBER  Working 
Paper  7322,  published  last  August  and 
tided  "Estimating  the  Payoff  to  Attend- 
ing a  More  Selective  College,"  by  Stacy 
Berg  Dale  of  the  Andrew  W.  Mellon 
Foundation  and  Alan  B.  Krueger  of 
Princeton's  Woodrow  Wilson  School. 

It  is  well  known  that  attending  elite 
colleges  is  associated  with  more  suc- 
cessful careers  in  later  life.  The  "elite- 
ness"  of  a  college  is  principally  defined 
by  the  SAT  scores  of  those  admitted. 
(Georgetown's  recent  average:  about 
1350.)  The  Dale-Krueger  paper  reports 
on  studies  indicating  that  even  modest 
differences  in  SAT  are  associated  with 
measurably  higher  lifetime  incomes. 
Clearly,  some  part  of  that  income  ad- 
vantage reflects  skills  the  students  had 
before  they  set  foot  on  any  ivy-covered 
campus.  But  it  was  never  entirely  clear 
whether  the  higher  incomes  also  re- 
flected the  presumably  superior  educa- 
tions and  credentials  associated  with 
the  elite  colleges  themselves. 

Dale  and  Krueger  were  able  to  ad- 
dress this  question  when  they  got  their 
hands  on  data  for  a  sizable  (about 
14,000)  but  still  quite  selective  sam- 
ple of  students  who  had  been  admit- 
ted to  more  than  one  college  in  1976. 
A  majority  (59%)  had  opted  to  enroll 
in  the  most  selective  college  to  which 
they  were  admitted.  But  a  fair  num- 
ber decided,  for  one  reason  or  an- 
other, to  go  somewhere  else.  Next 
question:  Were  their  postgraduate  ca- 
reers diminished  because  they  had 
turned  their  backs  on  Harvard,  or 
Princeton,  or  whatever? 

Crisp  answer:  Not  at  all.  The  au- 
thors tell  us:  "Students  who  attended 
more  selective  colleges  do  not  earn 
more  than  other  students  who  were  ac- 
cepted and  rejected  by  comparable 
schools  but  attended  less  selective 
colleges." 

Unfortunately,  the  authors  offer  no 
data  on  lifetime  incomes  of  mafiosi.F 
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SURE  YOU   SHOULD   SAVE   FOR   RETIREMENT 

BUT  WHAT  ABOUT  ALL  THAT  LIFE 

BETWEEN   NOW  AND  THEN? 


I 


Weddings.  College  tuitions.  Second,  third 
and  fourth  cars.  Very  few  of  us  have  the  luxury  of 
saving  all  of  aur  money  until  we  retire.  At  Aetna 
Financial  Services,  we  know  very  well  that  people 
need  access  to  their  savings  throughout  their  lives. 

From  mutual  funds  to  variable  and  fixed 
annuities,  we  provide  investment  options  that  help 
meet  the  needs  of  a  wide  range  of  individuals. 
Individuals  who  have  one  thing  in  common:  They 
simply  want  their  financial  service  company  to  help 
them  reach  their  life  goals. 

To  find  out  how  Aetna  Financial  Services 
can  play  a  role  in  helping  you  plan  for  your  life 
goals,  visit  us  at  www.aetnafinancial.com. 


/Etna 


Financial  Services 

THE  COMPANY  YOU  NEED  FOR  THE  LIFE  YOU  WANT.™ 


RETIREMENT      PLANS.      MUTUAL      FUNDS,      IRAs,      ANNUITIES 

©2011  Aetna  Inc.  Securities  offered  through  Aetna  Investment  Services.  Inc.,  Aetna  financial  Services,  Inc.  and  financial  Network  Investment  Corporation.  Insurance  products  offered  by  Aetna  life  Insurance  and  Annuity 
Company.  Planning  services  offered  by  Aetna  financial  Services,  Inc.  and  Financial  Network  Investment  Corporation.  Ibese  companies  are  wholly  owned  indirect  subsidiaries  of  Aetna  Inc.  for  more  complete  i 
ncluding  charges  and  expenses,  contact  Aetna  fer  prospectuses.  Read  carefully  before  sending  money.  C99-09f  6-0 


Greece's  Third  World 
habits  and  New  Age  EU 
attitudes  are  clashing. 
But  if  ferry  magnate 
Pericles  Panagopulos  ha 
his  way,  they'll  break  out 
the  ouzo  at  the  bourse. 


Athens  at  th 


Greece,  once  Europe's 
basket  case,  is  one 
of  the  Continent's 
hottest  turnarounds. 
Or  will  the  Old  Guard 
choke  off  the  reforms? 

BY  RICHARD  C.  MORAIS 

I'M  RI<  I  ES  PANAGOPULOS,  A 
>    I    » o]    rator,  changed  course 
ami  deployed  two  customized  ferries 
between  Patras,  Greece,  and  Ajicona, 
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Italy.  His  hypermodern  ferries  boasted 
casinos  and  swimming  pools  and  cut  the 
Adriatic  crossing  from  36  hours  to  20 
hours.  But  the  German-made  ships  also 
cost  an  unheard-of  $150  million  and  it 
was  universally  predicted  that  Panagop- 
ulos would  drown  in  debt.  Things  didn't 
turn  out  that  way.  Panagopulos  compa- 
nies now  ferry  42%  of  all  trucks  and  34% 
of  all  private  vehicles  between  Italy  and 
Greece.  Next  year  he  and  his  son  will 
launch  a  similar  maritime  assault  on  the 
Baltic  Sea  routes  that  link  Helsinki  and 
Stockholm  with  Germany. 

Speaking  from  a  glass-and-steel  of- 


. 


fice  building  he  owns  in  a  wealthy  Athens 
suburb,  his  desk  compulsively  neat, 
Panagopulos  makes  it  clear  that  he  came 
up  the  hard  way,  the  "poor  relative  of  a 
rich  family."  Poor  no  longer.  Panagopu- 
los' 51%  share  of  publicly  traded  Attica 
Enterprises  S.A.  is  worth  $600  million. 

Panagopulos  represents  a  new  breed 
of  entrepreneur  emerging  from  Europe's 
economic  wasteland.  Since  World  War  II 
Greece  has  stood  for  little  more  than 
quaint  islands  and  a  malevolent  political 
elite.  Military  juntas  of  the  1960s  and 
early  1970s  were  followed  by  Andreas  Pa- 
pandreou's  corrupt  anti-American  so- 
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cialism,  and  the  inevitable  economic  re- 
sult was  the  Third  World  smack  in  the 
middle  of  western  Europe. 

As  recentiy  as  1990,  by  the  Cato  Insti- 
tute's reckoning,  Greece's  level  of  eco- 
nomic freedom  was  among  the  lowest  in 
the  world — worse  than  that  of  Ghana 
and  only  marginally  better  than  the 
Congo's.  By  1993  the  Greek  government's 
liabilities  had  reached  a  crippling  110% 
of  the  nation's  gross  domestic  product. 
The  1994  per  capita  GDP  of  $8,883  (in 
constant  dollars)  meant  Greeks  weren't 
much  better  off  than  Malaysians  ($7,530) 
and  Mauritians  ($8,499),  a  standard  of 


living  half  that  of  Germans  ($17,046). 
Order  spinach-and-feta  pie  at  an  Ameri- 
can diner  and  it  becomes  self-evident  that 
many  Greeks  spent  these  dark  years  vot- 
ing with  their  feet. 

Since  1995,  however,  the  new  soft-line 
socialists  and  the  center-right  have  effec- 
tively pursued  the  same  economic  pol- 
icy: Realign  Greece  economically  with 
northern  Europe.  An  inflation  rate  of 
20.4%  in  1990  is  down  to  2.2%,  and  a 
budget  deficit  equal  to  a  staggering  29% 
of  GDP  is  now  a  manageable  1 .5%  of 
GDP.  Surprise:  With  fiscal  and  monetary 
restraint  came  real  growth.  The  Greek 


economy  has  expanded  annually  at  an 
average  3.7%  rate  over  the  past  three 
years,  and  is  expected  to  continue  to  grow 
this  year  at  a  rate  of  3.8%. 

Walk  past  Athens'  chichi  boutique, 
bluntly  called  Rich  Bitch — or  watch  mid- 
dle-class Athenians  enjoy  a  leisurely  lunch 
of  grilled  octopus  on  Lykavitos  Hill — and 
it's  clear  new  wealth  is  not  just  being 
made  but  enjoyed.  The  large  under- 
ground economy  is  starting  to  show  signs 
of  shrinking  as  Greece's  top  marginal  tax 
rate  has  come  down  from  an  impossible 
63%  to  45%,  with  the  current  socialist 
prime  minister,  Constantinos  Simitis, 
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even  talking  of  another  cut. 

Payoff:  The  European  Central  Bank 
should  allow  Greece  to  become  the  latest 
EU  state  to  adopt  the  euro  at  the  end  of 
the  year.  While  the  dictates  of  Brussels  are 
a  costly  yoke  for  developed  EU  nations, 
they  can  also  call  forth  a  much-needed 
smack  of  discipline  in  backward  countries 
like  Greece — particularly  when  sweetened 
by  some  $30  billion  in  EU  subsidies. 

The  Athens  Stock  Exchange  has  been 
among  the  best  markets  in  the  world,  ris- 
ing 410%  since  Jan.  1, 1997.  Leading  this 
market  are  turnarounds  like  the  National 
Bank  of  Greece,  the  corporate  parent  of 
the  Atlantic  Bank  of  New  York.  For  years 
this  politicized  bank  was  forced — in  the 
national  interest — to  grant  loans  to 


busted-but-connected  companies.  Ex- 
ample: A  third  of  the  bank's  loans  to 
Greece's  shipping  industry  were  nonper- 
forming.  In  1996,  however,  Theodoros 
Karatzas,  the  minister  who  spearheaded 
the  liberalization  of  the  country's  finan- 
cial markets,  was  told  to  clean  up  the 
bank.  "Punishment  for  my  sins,"  says  the 
charming  69-year-old  bank  chairman,  a 
diminutive  paterfamilias  almost  lost  in  a 
vast  lemon-tinted  office  near  the  stock 
exchange. 

Karatzas  moved  quickly.  Between 
1996  and  1998  he  sold,  wrote  off  or  made 
provisions  for  $  1 .5  billion  in  bum  loans 
and  investments — no  small  amount  for  a 
bank  that  had  net  interest  income  of  just 
$460  million  in  1996.  McKinsey  &Co. 


Is  There  Anything  Left  to  Buy? 

Greece  is  embarked  on  tens  of  billions  of  dollars  in  construction  projects  as  it 
prepares  to  host  the  Olympics  in  2004.  If  the  experiences  of  Portugal  and 
Spain  are  anything  to  go  by,  this  southern  European  economy  will  roar  along 
until  shortly  after  the  games  and  then  take  a  big  breather.  That  provides  investors 
with  a  conundrum.  The  Athens  Stock  Exchange  Index  has  recently  come  down 
hard  from  its  lafe-1999  highs  (see  chart  below),  but  this  emerging  market  still  ap- 
pears overvalued  by  international  comparisons  (see  charts  right). 

Karen  Bartlam,  analyst  at  ING  Barings  in  London,  urges  investors  to  be  defensive 
and  to  stick  to  the  "liquid  blue  chips."  These  are  the  major  stocks  that  will  benefit 
from  a  lift  when  Morgan  Stanley  rerates  the  country— as  expected— and  puts  it  into  its 
MSCI  Developed  Nation  indexes.  The  rest  of  the  market,  she  says,  is  likely  to  "fall  off 
the  radar  screens  of  many  investors."  The  table  on  page  94  lists  some  of  the  Athens 
Stock  Exchange's  biggest  firms,  plus  the  well-managed  Attica  Enterprises  S.A.  men- 
tioned in  our  main  story. 


Bartlam  favors  OTE,  the  national 
phone  company,  and  Panafon,  a  mobile 
operator.  Banking  is  on  another  wave  of 
consolidation  and  bank  lending  is  still  an 
underdeveloped  business  in  Greece. 
Bank  profits  will  grow  as  more  Greeks 
become  middle  class  and  tap  financial 
services.  Bartlam  prefers  Alpha  Credit 
Bank;  it  took  over  a  competitor  and  there 
is  room  for  further  cost  savings.  But  the 
National  Bank  of  Greece,  despite  the  run- 
up in  its  stock,  remains  the  sector's  likely 
long-term  winner.  It  has  33%  of  the  coun- 
try's deposits  and  a  30%  share  of  the  pri- 
mary market  in  government  securities. 
Hellenic  Bottling,  meanwhile,  is  one  of 
Coca-Cola's  biggest  bottlers,  and  Titan 
Cement  should  benefit  from  all  that 
Olympic  buildup.  —R.C.M. 


Abseil,  Anyone? 


Over  the  Top 


The  market  caps  of  Greek  companies 
add  up  to  more  than  GDP,  and  P/Es 
are  high.  From  any  angle,  the  Athens 
Stock  Exchange  is  looking  dicey. 
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The  Athens  Stock  Exchange,  after  a  great  climb,  is  on  the  descent  with  volumes 
falling.  Wait  for  the  plateau  before  the  next  push  to  the  top  of  Mount  Athos. 
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Call  us  crazy,  but  we  think 
this  cordless  thing  could  work. 


Its  not  hard  to  see  that  freedom  is  a  good 
thing.  So  we  took  the  comfort  and  flexibility 
you  like  in  a  remote  and  put  it  in  a  mouse. 
The  Cordless  MouseMan*  Wheel  even  uses 
radio  frequency,  so  you  don't  have  to  point  it 
at  your  computer.  From  up  to  six  feet  away. 
you  can  point,  click  and  scroll  with  a  mouse 
that's  specially  designed  to  feel  great  in  your 
hand.  What's  more,  it  has  a  unique  iTouch" 
WcbWheel  that  provides  one-click  access  to 
the  Internet.  The  Cordless  MouseMan  Wheel 
Just  one  of  the  many  ways  to  create  your 
desktop  with  Logitech     www.Iogitech.com 


< 


©'- 


Logitech 

It's  what  you  touch: 
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rouchdownatwww.cathBypacific.com 

.  si  I  i  i     L.ihm  Ixmiv.:  progrcsMv d\  introduced  throughout  our  rV)finp  747-400  aircraft. 
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otal  body  comfort.  Absolute  peace  of  mind.  Nourishment  for  the  soul.  That's 


what  our  new  First  Class  is  all  about.  And  with  beds  that  stretch  as  far  as  you  do, 


you're  guaranteed  a  dream  flight  every  time.  Fly  First  Class. 


Fly  Cathay  Pacific.  The  Heart  of  Asia. 
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Cathay  Pacific 
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helped  revamp  lending  procedures; 
Karatzas  bought  a  mortgage  bank  and 
started  cross-selling  mutual  funds  and  in- 
surance. Latest  buildup:  a  low-cost  re- 
gional branch  network  starting  in  Egypt 
and  running  up  the  Balkans,  through 
Macedonia,  to  Romania.  Since  1996,  ac- 
cording to  Greek  accounting  rules,  the 
bank's  pretax  profits  jumped  651%  to 
$1.05  billion;  return  on  assets  has  gone 
from  a  paltry  0.5%  to  a  robust  2.5%. 

Impressive,  but  the  government  still 
indirectly  controls  35%  of  the  bank's 
shares.  Have  the  politicians  really 
changed  their  meddlesome  ways?  "Dur- 
ing my  period  in  office  the  government 
has  not  once  intervened,"  says  Karatzas. 
"All  the  mistakes  are  mine."  Some  mis- 
takes. The  bank's  shares  have  gone  from 
$5.70  in  1996  to  $66.50  today.  That 
translates  into  an  $1 1  billion  market  cap. 

But  if  American  investors  are  tempted 
to  try  to  find  a  similar  bit  of  souvlaki  for 
their  plates,  they  should  remember  the 
Athens  Stock  Exchange  run-up  is  built 
on  a  modernization  process  just  a  few 
years  old.  By  all  measures  the  stock  mar- 
ket is  currendy  overvalued  (see  box,  p.  90). 
This  is  a  nation  where  electrical  blackouts 
in  the  capital  are  still  routine;  where  plane 
connections  are  so  bad  businessmen  have 
to  fly  first  to  a  northern  European  city 
like  Frankfurt  to  catch  a  plane  to  the  Far 
East.  Morgan  Stanley  is  on  the  verge  of 
moving  Greece  from  the  investment 
bank's  "emerging  market"  indexes  to  its 
"developed  market"  indexes,  but  it  hasn't 
moved  it  yet.  The  nation  is  in  a  twilight 

Blue  Chins  and  Moussaka 


zone.  Halfway  between  one  world  and 
another,  yet  to  tackle  some  of  the  econ- 
omy's most  serious  structural  problems. 
The  nation's  labor  market,  for  exam- 
ple, is  a  quagmire  of  outdated  socialist 
regulations.  Companies  are  legally  forced 
to  hire  a  quota  of  children  of  veterans  of 
World  War  II;  children  of  families  with 
four  or  more  children.  A  high  minimum 
wage — 60%  of  the  average  blue  collar 
wage,  according  to  the  OECD — means 
companies  are  reluctant  to  take  on  em- 
ployees who  are  prohibitively  difficult  to 
shed.  The  cost  of  such  "social  protection" 
is  evident  in  Athens'  National  Park, 
where  hundreds  of  wild  cats  and  home- 
less men  live  under  flowering  shrubs,  eat- 
ing from  battered  tin  trays.  The  economy 
roars  ahead;  the  unemployment  rate 
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The  best  way  not  to  get  heartburn  on  Greece's  spicy  economy  is 
simple  dish  of  high-quality  shares.  A  la  carte,  below. 

Recent        1998        1998              200 
price         sales        profits         EPS 

Company/business                                            (Smil)        (Smil)         (Smil) 

to  stick  to  a 
OEST            Market 

P/E 

ratio 

value 

(Smil) 

Alpha  Credit  Bank/banks                  $69.30 

$1,641 

$430 

$4.20 

16 

$6,861 

Attica  Enterprise  Hldgs/sca  transport  11.05 

96 

21 

0.37 

30 

1.151 

Hellenic  Bottling/soft  drinks               17  25 

1,508 

83 

077 

22 

2,171 

Hellenic  Petroleum/energy                 11  67 

2514 

122 

0  52 

23 

3,048 

Intracom/telecomm  equip                    44.48 

354 

47 

0.77 

57 

4,357 

National  Bank  of  Greece/banks          67.88 

5  837 

752 

3  80 

18 

10,620 

OTE/telecommunications                     28.56 

3.354 

640 

159 

18 

14,243 

fon  Hellenic  Telecomm/telecomm  15  56 

682 

130 

0.37 

42 

8.023 

Titan  Cement/buii-.iing  materials          40.00 

571 

87 

2.30 

17 

1,523 

Viohalco/miscellar.t-ous  metals             22  29 

946 

62 

1.12 

24 

2,311 

1    'Prices  as  of  March  15  1999  results             Sources  IBES  International  and  Worlds 

cope  via 
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stubbornly  holds  at  around  10%. 

Ferryman  Panagopulos,  for  example, 
is  determined  to  modernize  the  ferry  in- 
dustry, sending  his  ships  into  competi- 
tive international  waters,  but  he  has  trou- 
ble getting  a  foothold  closer  to  home. 
Why?  Licenses  to  ferry  passengers  to  the 
Greek  islands  are  granted  by  the  shipping 
ministry,  and  the  bureaucrats  often  grant 
these  monopolies  to  named  ships  under 
no  obligation  to  improve  services.  Result 
rusted-out  ferries  ply  the  local  waters. 

In  September  1997  Attica  Enterprises 
submitted  a  bid  to  run  ferry  services  be- 
tween Crete  and  the  mainland.  The  bid 
guaranteed  a  6-hour  service  versus  the 
normal  1 1  -hour  crossing,  and  commit- 
ted Attica  to  a  20%  discount  on  the  cur- 
rent ticket  price.  And  yet  the  company 
did  not  win  a  license.  "We're  fighting  all 
of  Greece,"  says  Panagopulos,  "remnants 
of  a  mentality  that  should  disappear." 

What  that  means  is  bluntly  spelled 
out  by  a  prominent  Greek-American  fi- 
nancier who  will  only  talk  off  the  record: 
"In  some  respects  Greece  is  a  Third  World 
nation.  Often,  a  black  bag  has  to  get  into 
the  right  hands  before  a  deal  can  close." 

Of  course,  you  can't  hold  a  good 
businessman  down,  and  Panagopulos 
just  got  around  his  problem  by  taking 
control  of  a  competitor  with  local  li- 
censes. But  the  point  is:  Greece's  healthy 
instinct  to  modernize  is  in  hand-to-hand 
combat  with  a  powerful  elite  that  prefers 
the  old  way  of  doing  business.  F 
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^    THE  DYNAMICS  OF  AIR  AND  SPACE, 
jgL  AND  OTHER  ADVENTURES 

At      IN  SUPPLY  CHAIN  MANAGEMENT. 
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Simple  physics:  uninflated  balls  take  up 
less  space.  That's  why  we  ship  soccer  balls 
flat  to  Europe  for  a  leading  manufacturer. 
Until  they  arrive  at  a  distribution  center  near 
Amsterdam.  There,  at  a  specially-designed 
pumping  station,  we  inflate  and  package 
them  for  the  final  leg  of  the  journey. 

If  there's  a  more  efficient  way  to  move 
goods  from  manufacturing  to  market,  CNF 
will  find  it.  It's  what  we  do  every  day,  every- 
where. To  find  out  more,  visit  our  website. 
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Business  today  means 
competition  from  all  sides. 
Information  overload.  Greater 
pressure  on  margins.  Technology 
limitations.  Too  many  short-term 
fixes.  Too  few  long-term  answers. 
Zurich  Financial  Services  Group. 
Providing  solutions  that  take 
the  chill  off  the  pressures  you 
face.  Utilizing  innovative 
approaches  to  insurance  and 
asset  management.  Backed  by 
over  a  century  of  experience. 
And  68,000  employees  in 
60  countries  around  the  world. 
Now's  the  time.  Come  in 
from  the  cold. 
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Watching  his  garden  grow:  Stolberg  plants  his  donations  with  others  so  kids  can  blossom. 

The  Frugal 
Philanthropist 

Ted  Stolberg  sees  waste  in  big 
charities,  so  his  children's  fund 
doles  out  only  a  few  thousand 
dollars  at  a  time.  You  won't  hear 
these  kids  complaining. 


BY  JOANNE  GORDON 


HE  LILLY  ENDOWMENT 
hands  out  grants  of  up  to 
$50  million.  The  Chil- 
drens  Seedling  Fund 
never  goes  above  $5,000. 
Venture  capitalist  Theodore  Stol- 
berg, who  finances  and  runs  Chil- 
drens  Seedling,  contends  that  his 
less-is-more  theory  is  a  creative — 
and  efficient — way  to  get  money 
to  kids  who  need  it.  "If  I  donated 
$25  million,  people  would  hire 
staffs  and  work  out  of  offices  with 
walnut  walls,"  says  Stolberg,  whose 
day  job  is  running  a  $170  million 
money  management  firm  in  Den- 
ver called  Stolberg  Equity  Partners. 
Stolberg's  philanthropic  ven- 
ture dates  to  1997  and  today  has 
$1.2  million  in  assets.  Every  year 
he  selects  ten  people  who  have 
submitted  proposals  on  spending 
$5,000  for  a  child-related  cause.  He 
calls  them  gardeners.  Each  can 
reapply  in  future  years  for  another 
$5,000,  though  in  any  one  year 
Stolberg  won't  donate  more  than  a 
total  of  $50,000  (or  whatever  the 
fund  kicks  off). 

Stolberg  is  so  concerned 
about  keeping  the  fund's  over- 
head low  and  gardeners  honest 
that  he  pays  the  $5,000  directly 
to  the  vendor  providing  the 
service — say,  a  hospital  or  a 
camp. "Money  is  the  great  debilitator,"  he  says. 

Stolberg  got  his  start  in  the  1980s  at  money  manage- 
ment firm  Weiss,  Peck  &  Greer  and  later  backed  underdog 
companies — such  as  Advanced  Telecommunications — with 
venture  money. 

Watching  his  three  children  develop,  Stolberg,  now  50, 
embraced  early  childhood  as  a  charitable  cause.  He  was  also 
influenced  by  his  wife,  Anne,  and  two  sisters,  all  experts  in  el- 
ementary and  special  education. 
How  far  can  $5,000  stretch? 

Craig  and  Linda  Harlen;  Pocatello,  Idaho 

Three  years  ago  the  Harlens  scoured  their  small  home  city  for 
neglected  children  and  discovered  families  whose  kids  were 
left  while  parents  worked.  Many  stayed  at  a  local  homeless 
shelter,  Aid  for  Friends.  In  1997  the  Harlens  used  their  $5,000 
to  buy  cribs,  bed  linens,  a  washer  and  dryer  and  vacuum  for 


. 


Evolve  connects  services. 


connects  people.  Evolve 

onnects  you 

to  all  of  the  above. 


How 
does  the  professional  services 
industry  meet  the  challenges  of  the 
new  services  economy?  By  Connecting  the 
Service  Chain!"  with  e-business  solutions  from 
Evolve.  With  Evolve,  leading-edge  organizations  like 
yours  become  smarter.  More  adaptive.  More  efficient.  And 
because  Evolve  offers  the  only  end-to-end  Service  Chain 
solution,  you're  able  to  build  teams  more  effectively,  con- 
necting the  right  people  with  the  right  knowledge  to  the  right 
projects,  every  time.  All  of  which  leads  to  improved  deployment 
of  resources.  Streamlined  operations.  Greater  employee  and 
customer  satisfaction.  And   perhaps  most  importantly, 
maximized  profitability  and  continued  long  term  success. 

Get  the  solution  that's  already  the  choice  of  leading 

professional  services  organizations  by  connecting 

to  www.evolve.com,  or  calling  (888)  2-EVOLVE. 

Because  in  this  evolving,  services-dominated 

world,  it  pays  to  be  connected. 

Evolve.  Connect.  Thrive? 
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the  shelter.  They  also  bought  educational  toys  and  videos. 
Over  the  past  two  years  the  Harlens  used  their  $10,000  to 
help  equip  a  new  day  care  center  for  up  to  15  poor  children. 
The  money  pays  for  staff,  books,  nap  mats  and  art  supplies. 
Last  year  they  cut  a  deal  with  a  company  to  build  a  fence 
around  the  yard  so  children  could  safely  play  outside. 

"The  Seedling  Fund  gives  us  local  control  and  goes  100% 
to  helping  kids,"  says  Craig. 

Sister  Tesa  Fitzgerald;  Long  Island  City,  N.Y. 

Her  charitable  organization,  Hour  Children,  provides  hous- 
ing for  20  single  mothers  released  from  prison  and  another 
25  children  whose  moms  are  still  incarcerated,  mostly  for 
nonviolent  drug-related  offenses.  Last  year  she  used  her 
$5,000  to  set  up  a  day  school  for  toddlers  and  buy  play- 
ground equipment,  toys,  storage  cabinets  and  a  sand-and- 
water  table.  In  1998  she  used  another  $5,000  to  send  eight 
kids  to  a  two-month  summer  day  camp.  She  also  helped 
eight  moms  pay  for  baby-sitters  while  they  worked  or  at- 
tended school. 

Julie  Candela;  Berea,  Ohio 

She  is  the  director  of  on-campus  housing  for  12  single  moth- 
ers who  attend  Baldwin  Wallace  College.  The  school  and 
other  donors  provide  financial  assistance — about  $130,000  a 
year — for  stuff  like  summer  school  and  evening  baby-sitters, 


"Moms  get  one  hundred 
bucks  a  month  to  buy  food.  It 
doesn't  go  far,  but  not  having 
it  gets  them  nowhere." 

but  the  moms'  on-campus  living  status  disqualifies  them 
from  food  stamps.  Candela  uses  her  annual  Seedling  Fund 
money  to  pay  one-third  of  the  $1,400  meal  allowance:  Each 
mom  gets  $  1 00  a  month  to  buy  food  for  herself  and  her  child. 
Moms  must  turn  in  receipts.  Says  Candela:  "One  hundred 
bucks  doesn't  go  far,  but  not  having  $100  gets  you  nowhere." 

Barbara  Streeter  and  Thomas  Barrett; 
Cleveland,  Ohio 

They  run  the  Hanna  Perkins  School  for  44  children  who 
can't  function  in  traditional  preschool  and  kindergarten  be- 
cause of  problems  such  as  learning  difficulties  and  sleeping 
disorders.  Many  children  have  been  through  their  parents' 
divorce,  survived  a  traumatic  medical  procedure  or  were 
adopted  from  foreign  countries.  Each  year  Streeter  and  Bar- 
rett select  two  families  to  receive  $2,500  to  help  pay  some  of 
the  $9,000  in  tuition.  F 


Behold  the  natural  radiance  of  The  Cloister  on  Sea  Island,  Georgia. 

Revel  in  an  enduring  devotion  to  golf  that  began  with  such 
luminaries  as  Colt  &  Alison,  Walter  Travis  and  Bobby  Jones,  and  now 
shines  anew  in  the  brilliance  of  seaside  courses  by  Tom  Fazio 
and  Rees  Jones.  Delight  in  ouj  sparkling  beach  and  splendid  gardens. 
In  legendary  sports,  soothing  Spa,  gracious  service. 

Here,  as  nowhere  else,  find  a  brilliant  balance  of  honored  traditions 
and  new  expenences.  Visit  our  happy  isle  soon,  won't  you? 
Call  800-SEA-ISUnd.  Or  write  ^     ^    . 

The  Cloister,  Sea  Island,  GA  31561 .        *^af-JsWn(C 
wwwseaisland.com  (Qx      ^THE  CLOISTER* 


"Every  day  ARAMARK 
crowns  700  champions." 


Unlimited  Partnership  with: 

Pasadena  (Texas) 
Independent  School  District 

Since: 

1994 

Managed  Services: 

-  Before  and  after  school  programs 

-  Enrichment  programs 

-  reading,  math,  art,  etc. 

Value  Created: 

13  customized  programs; 

each  reinforces  Texas  Essential 

Knowledge  and  Skill  requirements. 

Joyce  Eversole, 

Executive  Director, 

Curriculum  &  Instruction: 

"Our  parents  needed  child  care. 
They  wanted  child  learning  activities. 

With  ARAMARK  and  their  new 

Champions  After-School  Education 

program,  they  got  both.  Their  faculty 

blends  seamlessly  with  ours.  Six  years  ago, 

we  started  with  one  program  and  40 

children.  Today,  there  are  13  programs 

and  over  700  children. " 

Michelle  Dentinger, 

ARAMARK  Area  Manager, 

Medallion  School  Partnerships: 

"We  see  each  after-school  session  as 

an  important  learning  opportunity  for 

each  child.  Our  goal  is  to  help  the  school 

district  develop  each  child's  gifts  and  skills. 

And  we  make  it  fun  for  everyone. " 

To  learn  more  about  other 

Unlimited  Partnerships,  visit  our 

website  at  www.aramark.com 

or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 

Business,  Government,  Healthcare, 

Sports  and  Entertainment, 

and  Educational  Institutions  include: 

hood  and  Facility  Management. 

Uniform  and  Career  Apparel, 

Child  Care  and  Elementary  Education. 
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Managed  Services,  Managed  Better. 
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101  Crawfords  Corner  Rd. 
Holmdel,  NJ  07733 
www.lucent-optical.cora 
1-888-4-Lucent 
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'elivers  the  Internet  at  the  Speed  of  Light 

icent's  WaveStar"  DataExpress  is  the  first  10G  optical  networking  system  designed  for  Internet 
?rvice  Providers  (ISPs)  to  deliver  high-speed  data  services.  Now  ISPs  can  build  local  data 
jtworks  with  10  gigabit  capacity  (enough  to  transmit  2  million  pages  a  second)  —  that's  up  to  4x 
e  speed  of  competitive  systems.  With  up  to  60%  savings  on  equipment.  It's  part  of  the  most 
•mprehensive  10G  optical  networking  portfolio  in  the  industry.  And  it's  up  and  running  today. 


We  make  the  things  that  make  communications  work. 


The  Space  Mafia 

If  you  haven't  heard  of  the  International  Space  University, 
you  will  soon— as  rocket  science  goes  commercial. 

BY  CHANA  R. SCHOENBERGER 


IT  IS  NOT  EVERY  DAY  A  CORPORATE 
underling  can  pull  strings  for  his  su- 
periors. But  when  Christopher  Stott's 
boss,  Lockheed  Martin  Space  Opera- 
tions head  Jay  Honeycutt,  needed  a  pri- 
vate and  discreet  introduction  to  the 
head  of  a  European  space  agency,  Stott 
knew  exactly  what  to  do.  The 
30-year-old  made  a  phone  call 
to  the  president  of  his  alma 
mater,  the  International  Space 
University,  and  the  meeting 
was  arranged. 

A  few  months  later  Stott 
helped  cement  another  deal 
for  Lockheed  Martin  with  a 
fellow  alum  at  a  big  European 
aerospace  company.  He  didn't 
even  know  the  other  executive 
personally,  but  the  ISU  connec- 
tion worked,  as  it  has  for  Stott 
all  along.  Without  his  ISU  de- 
gree, says  Stott,  "How  else 
would  a  lad  from  a  small  island 
off  the  coast  of  Scodand  come 
to  work  at  the  heart  of  the  U.S. 
aerospace  industry?" 

The  $88  billion  worldwide 
space  industry  is  changing.  In 
1997  commercial  spending 
overtook  government  spend- 
ing for  the  first  time.  (For  an 
example  of  where  entrepre- 
neurs can  go  in  this  business, 
see  the  story  on  page  398.)  As 
the  industry  morphs  into  a< 
private  sector  sandbox,  it  is  at- 
tracting a  new  class  of  man- 
agers— young,  idealistic  and 
unmindful  of  national  bound- 
aries. And  a  lot  of  them  went 
to  ISU,  a  13-year-old  university 
in  Strasbourg,  France  whose 
influence  is  all  out  of  propor- 
tion to  its  size. 

An  ISU  degree  in  space  cir- 
cles is  like  a  Stanford  M.B.A.  in 
Silicon  Valley.  The  1,500  alums 
have  infiltrated  nearly  every 
key  company  and  agency  in- 
volved in  space,  often  by  get- 
ting one  another  hired.  Once 
in  place,  they  funnel  deals  to  j 
their  fellow  ISU  alums.  Grads 
and  supporters  call  themselves 
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the  Space  Mafia.  "The  high-level  posi- 
tions within  space  organizations  will 
gradually  be  replaced  by  ISU  alumni," 
predicts  Alain  Berinstain,  31,  an  alum 
and  project  manager  for  the  Canadian 
Space  Agency. 

ISU's  advisory  board  is  packed  with 
space  influencers,  including  NASA  head 
Daniel  Goldin  and  representatives 
from  the  space  agencies  of  Japan,  Rus- 
sia and  France.  School  President  Karl 
Doetsch  ran  Canada's  human  space 
flight  program. 

The  idea  for  the  school  sprang  in 
1987  from  three  MIT  visionaries  who 
scraped  enough  money  together  to 
begin  a  summer  session  the  next  year. 
In  1993  the  city  of  Strasbourg  won  an 
international  competition  to  host  the 
school.  There  is  no  campus  yet.  For 
now,  ISU  borrows  a  building  from  the 
local  Universite  Louis  Pasteur.  In  May 
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the  $22,000  tuition  for  staffers  who  at- 
tend this  one-year  program.  A  nine- 
week  summer  session  roams  to  a  differ- 
ent country  each  year,  graduating  100 
students  a  summer  at  $13,000  each. 
This  year  it's  in  Valparaiso,  Chile. 

Classes  run  from  "Mission  Archi- 
tecture, Design  and  Operations"  to 
"Space  Policies  and  Activities  in  the 
World"  to  "Space  Applications  and  Uti- 


"The  high-level  positions  within 
space  organizations  will  gradually  be 
replaced  by  ISO  alumni." 


construction  will  begin  on  a  $17  mil- 
lion building  donated  by  the  French  na- 
tional and  regional  governments.  The 
school's  $4.3  million  annual  budget 
comes  from  a  mix  of  19  national  space 
agencies,  tuition  and  corporate  donors 
such  as  Boeing  and  Lockheed  Martin. 

While  waiting  for  a  campus,  the 
school  has  been  churning  out  40  stu- 
dents per  year  with  master's  degrees  in 
Space  Studies.  Companies  eagerly  pay 

ALAIN  BERINSTAIN,  31 


GRADUATED: 

Summer 

session  1991; 

master's  1996 

PRIOR  TO  ISU: 

University  of 

Ottawa,  Ph.D. 

student  in 

chemistry 

CURRENT  JOB: 

Senior  project 

manager, 

Microgravity  Sciences  Program, 

Canadian  Space  Agency 

IPS       FORBES*    April  17,2000 


lizations."  The  emphasis  is  not  on  celes- 
tial mechanics  and  thermodynamics 
but  on  teamwork  and  generating  prac- 
tical ideas.  In  1996  students  developed 
a  space-based  program  to  detect  and 
stop  the  spread  of  deserts.  The  govern- 
ment of  Morocco  is  eyeing  the  system. 

Like  business  school  students,  each 
year's  ISU  class  vies  for  coveted  intern- 
ships. During  stints  at  companies  like 
Inmarsat  (the  U.K.  satellite  outfit), 
Lockheed  or  Boeing,  students  might 
study  Nigerian  satellites,  the  interna- 
tional space  station,  or  the  Russian  tele- 
com market.  Students  often  milk  the 
alumni  network  for  placement  leads. 

Outside  the  world  of  space,  these 
sheepskins  don't  have  much  currency. 
Student  Christopher  Stott  ran  aground 
while  trying  to  scare  up  a  $30,000  loan 
for  tuition  and  expenses  in  1995.  When 
the  bank  manager  heard  the  name  of  the 
school,  he  cracked,  "Who's  your  profes- 
sor, Buck  Rogers  or  Flash  Gordon?" 

Stott  has  the  last  laugh.  The  former 


Wanf  fo  6rinflr  6a£fc 

14* 


illsdale  Academy  students  consistently  place  in  the  top  fout  percent  of  all  students  nationwide  in  standardized  testing. 
They  learn  in  a  proven  system  rich  with  respect  for  the  basic  values  of  American  life.  And  they  have  fun  doing  it.  The 
following  checklist  should  offer  encouragement  and  hope  for  anyone  interested  in  educational  excellence: 

SI   a  safe  environment, 


Si    teaching  of  moral  character, 

SI   appropriate  and  effective  discipline, 

SI   proven  and  consistent  academic  excellence, 

SI   reading  of  classical  texts  in  original  editions, 
free  of  "politically  correct"  revisionist  rewrites, 


^\ 
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SI  a  traditional,  back-to-basics  approach  including 
written  standards  for  faculty,  staff,  students  and 
parents  and  a  curriculum  emphasizing  phonics, 
spelling,  grammar,  history,  government,  economics, 
the  sciences,  modern  and  classical  languages,  geography, 
penmanship,  art,  music  and  physical  education, 
and 

SI   the  determination  to  nurture  young  minds  carefully 
and  responsibly. 

^l  ithin  a  year,  over  50  new  schools  will  open  based  on 
the  Hillsdale  Academy  Reference  Guide  and  nearly  300  schools 
will  use  the  Reference  Guide  to  enhance  existing  programs. 
All  will  duplicate  the  proven  methods  that  have  made 
Hillsdale  Academy  "a  model  for  America." 


SI    Yes.  I'd  like  more  information  regarding  the  □  K-8      □  9-12  version(s)  of  the  Hillsdale  Academy  Reference  Guide. 

Name , . 

School  or  Company 

Address  . 


City/State/Zip 


Please  mail  to  Hillsdale  Academy  Reference  Guide,  Dept.  FB-34,  33  East  College  Street,  Hillsdale,  MI  49242. 
Or  call  800-989-7323  for  the  K-8  Guide,  877-222-3309  for  the  9-12  Guide. 


Spar.fi  Mafia  

space  policy  aide  to  a  member  of  the 
British  Parliament  now  makes  more 
than  $60,000  running  the  interna- 
tional sales  office  of  Lockheed  Martin 
Space  Operations. 

The  well-rounded  nature  of  the 
ISU  program  is  what  sets  the  Space 
Mafia  apart.  Many  in  the  rocketry 
business  are  pigeonholed  in  highly 
specialized  fields  like  astronautical  en- 
gineering, space  policy,  or  space  law. 
ISU  goes  for  the  holistic  approach,  giv- 
ing engineers  insight  into  the  regula- 
tory climate  behind  satellite  launches 
and  lawyers  a  glimpse  at  the  science 
underlying  the  space  shuttle.  "I'm  one 
of  the  few  in  my  office  who  can  sketch 
out  an  orbit  and  knows  what  other  in- 
ternational companies  and  programs 
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open  checkbook  for  more.  "The  net- 
work is  going  to  be  extremely  power- 
ful," says  Evans. 

It  already  is.  As  part  of  last  sum- 
mer's staid  United  Nations  conference 


'I'm  one  of  the  few  in  my  office  who  can 

sketch  out  an  orbit  and  knows  what 
other  international  companies  are  doing." 


are  doing,"  says  Stott. 

Once  there,  students  bond  during 
days  of  back-to-back  classes  and  nights 
spent  in  marathon  party-cum-team- 
planning  sessions  in  their  tiny  Stras- 
bourg apartments.  Plenty  of  romance 
goes  on  as  well,  and  it's  not  uncommon 
to  sign  up  single  and  leave  ISU  attached 
or  even  engaged.  When  they  return  to 
their  jobs,  alums  bring  stacks  of  busi- 
ness cards  from  new  contacts  from 
around  the  world. 

Employers  want  to  buy  these  con- 
tacts. W.  MacDonald  Evans,  head  of  the 
Canadian  Space  Agency  in  Montreal, 
has  15  ISU  grads  on  his  payroll  and  an 


business  development  at  Teledesic,  the 
satellite  communications  company 
backed  by  Craig  McCaw. 

For  all  of  its  international  influ- 
ence, ISU  is  close  to  weightless  on  a 
scale  of  financial  heft.  The  school's  en- 
dowment fund  contains  only 
$100,000.  NASA  used  to  write  ISU  a 
$480,000  check  each  year  until  Con- 
gress got  wind  of  the  grant,  which  by- 
passed the  bureaucratic  bidding 
process  normally  used  for  federal 
agency  grants.  NASA  now  gives  only  in- 
kind  support  and  tuition  reimburse- 
ment for  training  for  NASA  employees. 
In  February  ISU  tapped  former 
NASA  executive  Margaret  Finarelli  to  be 
its  North  American  liaison.  The  Cana- 
dian Space  Agency  lent  Finarelli  a  desk 
in  its  Washington  office, 
where  she  will  concen- 
trate on  drumming  up 
more  funds  from  gov- 
ernment sources,  corpo- 
rations and  grads. 

If  the  market  in  high- 
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on  space  in  Vienna,  the  ISU  alums,  led 
by  Berinstain  and  others,  organized  a 
Space  Generation  Forum  while  the 
grown-ups  were  meeting  downstairs. 
In  contrast  to  the  foot-dragging  typi- 
cal of  international  conferences,  the 
ISU  mafiosi  managed  to  get  five  of 
their  recommendations  passed  and 
sent  on  to  the  full  UN  for  debate.  The 
UN  delegates  were  so  amazed  that 
some  even  sneaked  out  of  the  main 
meeting  to  watch  the  younger  people 
debate  upstairs. 

The  alums  never  stop  networking. 
Annual  weeklong  ski  reunions  in  both 
the  Rockies  and  the  Alps  can  attract 
up  to  40  alums.  European  ISU  grads 
recently  started  a  scenic  motorcycle 
tour  through  Germany  and  Austria. 
When  they  get  together,  they  start 
talking  about  ideas.  The  school 
pounds  into  them  a  fervor  for  space 
exploration  that  sounds  like  that  of 
Captain  Kirk  of  the  starship  Enter- 
prise. "We  believe  that  space  is  the  next 
and  last  frontier,"  says  Dilip  Chow- 
dhury,  who  did  the  summer  program 
in  1 989  and  is  now,  at  40,  a  director  of 


tech  stocks  keeps  up,  the 
grads  will  have  some  money  to  donate. 
Eric  Tilenius  is  a  32-year-old  ISU  grad , 
who  went  to  work  for  venture  capital 

ERIC  TILENIUS,  32 
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firm  Mayfield  Fund  in  October  after 
taking  Netcentives,  his  online  cus- 
tomer-loyalty firm,  public.  One  of  the 
alums  he  has  kept  bumping  into  at  con- 
ferences and  ISU  alumni  meetings  is 
Roscoe  M.  Moore  III  of  venture  capital 
firm  SpaceVest.  A  few  months  ago  they 
decided  to  look  into  a  new  Web  venture 
focused  skyward  toward  space.  "This  is 
the  type  of  thing  that  wouldn't  be  pos- 
sible without  ISU,"  says  Tilenius.         F 
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Reuters'  Green  Thumb 

The  Greenhouse  Fund  is  a  case  study  in  how  to  leverage 
startup  investments  into  multiple  corporate  benefits. 


BY  RICHARD  C.  MORAIS 

IN  1994  IOHN  TAYSOM  FLEW  1  ROM 
London  to  San  Francisco  to  start 
Reuters  Group  Pic's  venture  fund. 
Within  a  week  the  executive  from  the  $5 
billion  (revenues)  British  data  and 
newswireservk..  was  in  Palo  Alto  slurp- 
ing coffee  and  reading  in  the  Stanford 
University  newspaper  about  a  startup 
Web  indexer.  A  lightbulb  went  on. 
Taysom  telephoned  the  two  young  en- 
trepreneurs and  said,  "Hey,  if  you  put 
Reuters  news  up  on  vour  index,  people 
;1  te  through,  but  will  come  back 
rl\  and  search  for  stuff." 

was  Yahoo  and  the 
two  yo\  preneurs,  ferry  Yang 

and  David  l-'ilo,  look  l.ivsom's  SUgges- 
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tion.  Reuters  invested  $1  million  in 
Yahoo  before  it  went  public,  and  the  two 
companies  agreed  to  split  advertising 
revenues  on  the  traffic  hitting  Reuters 
news.  The  contract  was  a  two-sided  suc- 
cess. With  Reuters'  content,  Yahoo  was 
on  its  way  to  becoming  a  full-fledged 
portal;  Taysom,  meanwhile,  had  secured 
for  Reuters  a  boardroom  observation 
post  in  one  of  the  hottest  companies  of 
the  1990s.  Reuters  never  disclosed  how 
much  it  made  selling  the  majority  of  its 
Yahoo  shares  (it,  of  course,  wishes  it  had 
never  sold  any),  but  in  a  sense  it  would 
have  come  out  ahead  even  without  any 
capital  gains.  "As  soon  as  the  deal  was 
done,  my  phone  started  ringing,"  recalls 


Taysom.  "Every  portal 
decided  it  wanted 
Reuters  news." 

That  strategy — part 
investment,  part  foothold 
in  new  technology — is 
the  essence  of  Reuters' 
Greenhouse  Fund.  Today 
the  fund's  41  investments 
range  from  America's 
VeriSign  (Web  security) 
to  Switzerland's  Fantastic 
Corp.  (multimedia  dis- 
tribution software).  In- 
vestments are  concen- 
trated in  the  U.S.,  but  are 
spreading  to  Europe,  Asia 
and  Israel.  Typically, 
Reuters  takes  less  than 
10%  in  a  company,  but 
also  signs  parallel  mar- 
keting agreements — ei- 
ther to  distribute  Reuters 
products  through  the 
new  technology  or  to 
have  some  sort  of  propri- 
etary access. 

At  year-end  1999  the 
cumulative  cost  of  the 
Greenhouse  Fund's  in- 
vestments was  a  modest 
$130  million,  already  re- 
couped. The  12  invest- 
ments that  have  gone 
public  and  are  still  held 
are  conservatively  esti- 
mated at  $1.2  billion. 
The  bulk  of  the  portfo- 
lio, however,  remains  in  unquoted  com- 
panies with  as  yet  undetermined  value. 
So  far  not  a  single  writeoff. 

Peter  Job,  the  chief  executive  of 
Reuters  Group,  is  well  aware  of  the  in- 
sanely rich  valuations  that  Wall  Street 
applies  to  Internet  venture  funds  like 
CMGI  and  the  Internet  Capital  Group, 
and  wants  Greenhouse  to  be  better  rec- 
ognized in  Reuters'  $35  billion  market 
value.  So  he  will  offer  a  20%  or  so  sliver 
of  the  fund  to  the  public  later  this  year. 
The  money  raised  will  enable  Green- 
house to  bring  in  new  talent  and  to  fat- 
ten its  war  chest. 

But  investors  should  note:  The 
Greenhouse  Fund  is  not  your  typical 
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startup  vehicle.  "This  is  not  a  VC  fund," 
says  Taysom,  "and  it's  not  a  corporate 
venture  fund.  It's  a  hybrid  of  the  two. 
We  dream  our  worst  nightmare  and 
then  invest  in  it." 

Reuters,  that  is,  uses  its  Greenhouse 
Fund  to  invest  in  technology  that  could 
one  day  change  the  way 
Reuters  sells  data.  Con- 
sider how  Reuters'  invest- 
ment in  Yahoo  gave  it  a  leg 
up  on  the  Internet.  Be- 
cause of  that  deal  Reuters 
news  is  now  available  on 
some    900    Web    sites, 
viewed  by  an  estimated  40  million  users 
every  month. 

Does  this  change  in  distribution 
channels  threaten  Reuters'  revenue 
stream?  Not  necessarily.  Think  about 
the  movie  business,  says  David  Graves, 
president  of  Reuters'  New  Media.  Hol- 
lywood at  first  thought  television 
would  doom  the  movie  business.  But 
"TV  became  one  of  the  biggest  pur- 
chasers of  movies,  and  the  same  thing 


happened  when  HBO,  cable  and  cas- 
settes came  along.  Every  expansion  of 
the  distribution  system  increased  the 
value  of  the  negative,  until  what  you 
got  was  Titanic,  a  film  you  couldn't 
make  before  you  had  all  these  multiple 
revenue  sources.  The  Internet  is  to 


This  is  not  your  typical  startup 

vehicle.  "We  dream  our  worst 

nightmare  and  then  invest  in  it." 


Reuters  what  cable  and  videocassettes 
were  to  the  movie  business." 

Four  years  ago  the  Greenhouse  Fund 
began  investing  $10  million  in  In- 
terTrust  Technologies  Corp.,  now  a 
4.1%  stake  worth  $295  million  on  paper. 
The  Sunnyvale,  Calif,  software  company 
is  working  on  a  management  system 
that  will  digitally  protect  music,  videos 
and  other  data  from  being  pirated  off 
the  Web. 


The  key  to  the  InterTrust  system  is 
an  "encrypted  envelope"  wrapping  the 
data.  That  allows  the  operating  system 
to  track  where  the  data  went  and  who 
used  it.  Someday  Reuters  may  sell  data 
in  wrappers  that  would  keep  track  of  re- 
distribution of  the  data  and  enable 
Reuters  to  charge  accord- 
ingly. "We  supply  news  to 
500,000  people,"  says 
Taysom.  "Those  people 
have  ten  people  sitting  be- 
hind them.  They  in  turn 
each  have  ten  clients.  So, 
we're  talking  about  ex- 
ploding out,  but  [with  the  encrypted  en- 
velope] it's  a  controlled  explosion." 

Will  there  be  a  conflict  between 
Reuters'  needs  as  a  data  vendor  and  its 
duty  to  maximize  the  returns  on  the 
Greenhouse  Fund  for  the  fund's  minor- 
ity shareholders?  Maybe  not.  Reuters' 
down-to-earth  corporate  objectives  for 
the  Greenhouse  Fund  should  comfort 
investors  buying  into  a  basket  of  futur- 
istic technology.  F 
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The  time  to  market  is  now. 
Business  is  more  aggressive 
than  ever.  Only  with  strategy, 
creativity  and  technology  can 
you  claim  your  ground. 
IMMEDIENT  has  the 
knowledge  and  power  to 
transform  your  company  into 
a  competitive  e-business. 
Discover  the  power. 
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Hie  Power  of  Now 

Integrity  /  Accuracy  /  Speed 

www.immedient.com 


Toll  Free:  800.324.3469 


]i»eph  K  Stuarl  111.  Chairman 


To  Our  Shareholders 


This  year,  I'm  pleased  to  report... OK... so  the  merger  didn't  go 
as  well  as  it  should  have.  It  took  too  long  to  get  our  companies 
working  together,  and  the  delayed  integration  sent  our  share 
price  right  down  the  tubes.  But  hey,  why  dwell  on  the  past. 
You  guys  are  still  with  me,  right?  Hello?  Guys? 


$0* 

Joseph  K.  Stuart  111,  Chairman 
TeledekWommunications 


If  you'd  rather  have  a  successful  merger,  talk  to  us.  At  Hewitt, 
we  focus  on  the  synergies  and  potential  conflicts  between  companies 
to  help  you  quickly  align  business  objectives,  people  strategies  and 
HR  programs.  Because  the  faster  your  people  are  aligned  with  your 
goals,  the  sooner  those  goals  will  be  realized.  So  take  advantage  of  our 
global  expertise  and  proven  methodology.  And  increase  the  chances 
that  in  the  next  annual  report,  your  CEO  will  be  wearing  a  smile. 


Hewitt 


www.hewitt.com 


Improving  Business  Results  Through  People 


ADVERTISEMENT 


Competiti 


Rocco,  Inc. 


In  the  19th  century,  the  Shenandoah 
Valley  was  known  as  the  breadbasket  of  the 
South  because  its  abundant  farms  kept  Civil 
War  troops  well  supplied.  Now  the  region's 
industries  are  supplying  a  global  marketplace 
from  this  strategic  Virginia  location. 

One  strong  example  is  Rocco,  Inc., 
headquartered  in  Harrisonburg,  Virginia, 
since  1939.  A  major  supplier  of  turkey  and 
chicken  products  to  U.S.  and  internation- 
al markets,  the  $550  million  company  was 
ranked  No.  471  on  the  Forbes  500  Largest 
Private  Companies  list  last  year. 

The  family-owned  company  now 
employs  3,600  and  is  one  of  Rockingham 


VIRGINIA 

ECONOMIC  DEVELOPMENT  PARTNERSHIP 

901  East  Byrd  Street 

PO.  Box  798 

Richmond,  Virginia  23219 

Telephone:  (804)  371-8100 

www.YesVirginia.org 

Shenandoah  Valley  Partnership 

CISAT  Hall,  Suite  110 
JMU-MSC  4003 
Harrisonburg,  Virginia  22807 
Telephone:  (540)  568-3100 
www.svp-va.org 

Thomas  Jefferson  Partnership 

P0.  Box  1525 

Charlottesville,  Virginia  22902 
Telephone:  (804)  979-5610 
www.tjped.com 


County's  largest  employers.  Rocco  has 
grown  as  the  demand  for  poultry  products 
has  increased,  and  its  innovative  technology 
for  superior  product  quality  and  safety  has 
kept  it  in  the  lead.  But  Rocco  also  has  used 
its  location  to  achieve  success  in  new 
markets  in  the  U.S.  and  worldwide. 

"One  of  the  great 
benefits  about  this  area 
is  its  proximity  to 
transportation  routes 
in  every  direction," 
says  Ceorge  W.  Pace, 
CEO.  "Our  location 
allows  us  to  leverage 
the  interstate  highway 
system.  We  can  deliv- 
er fresh  poultry  to  any  market  within  a  48- 
hour  radius  and  remain  competitive." 

American  consumers  will  find  the 
company's  premium  fresh  whole  turkeys, 
turkey  parts  and  cooked  turkey  products 
in  grocery  stores  under  the  Shady  Brook 
Farms  label.  The  company's  chicken 
products  are  sold  primarily  to  food 
service  distributors. 

Rocco's  distribution  center  in  Mount 
Crawford  is  near  Interstate  81,  midway 
between  Atlanta  and  New  York,  and  only 
125  miles  from  Washington,  D.C.  From  diis 
point,  Rocco  dispatches  its  own  fleet  of 
i  rucks,  equipped  with  state-of-the-art  satel- 
lite communication  technology  for  logistics 
cracking  and  highly  sensitive  temperature 
controls  to  ensure  product  freshness. 

Rocco  exports  its  products  through  die  Port 
of  Virginia  at  Hampton  Roads  to  more  than 
(0  countries.  Its  three  largest  international 


markets  are  Eastern  Europe,  Asia  and  Mexi 
The  company  also  transports  produ 
through  the  Virginia  Inland  Port,  a  con 
er  terminal  in  Front  Royal,  65  miles  northe 
of  Harrisonburg  in  Warren  County. 

Rail  transportation  is  also  a  key  compone 
of  Rocco's  business.  The  Virginia  Departme 
of  Rail  and  Pub 
Transportation  inve 
ed  nearly  $3  million 
improve  the  Shena 
doah  Valley  rail  li 
Rocco  uses  to  trar 
port  corn  and  soybe 
meal  to  company  fe 
mills  in  Harrisonbu 
Pace  says  he  appi 
ciates  the  healthy  business  climate  in  V 
ginia.  "The  state  recognizes  it's  impor 
to  invest  in  new  businesses,  but  also  rt 
ognizes  it  has  to  assist  existing  business 
expand  their  base  of  operations.  The  t 
base  here  is  not  onerous,  and  the  eover 
ment  of  Virginia  is  as  well  run  as  any  sk 
I've  been  in." 

Pace  points  with  pride  to  the  employe 
who  have  contributed  to  the  compan 
longevity.  "The  workforce,  without  qu< 
tion,  is  the  finest  I've  ever  worked  with 


: 


Rocco  Enterprises,  Inc. 

George  W.  Pace,  CEO 
One  Kratzer  Road 
Harrisonburg,  Virginia  22802 
Telephone:  (540)  568-1400 
Fax:  (540)  568-1401 
www.rocco.com 
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Is    For    Business 


vnpanies  in  Western  Virginia 


[merican 

Safety  Razor 


Vibrant,  reenergized  and  poised  for 
wth,  American  Safety  Razor  (ASR)  has 
1  a  presence  in  Verona,  Virginia,  since 
1950s.  With  the  rapid  introduction  of 
v  and  improved  products  as  a  primary 
wth  strategy,  engineers  at  the  company's 
ginia  facility  are  speeding  products  to 
rket  faster  than  ever  before. 
We  bought  a  very  sophisticated,  state- 
Jie-art  CAD  system  in  the  latter  part  of 
)9,"  says  James  Murphy,  president  and 
O.  "This  system  has  reduced  our  prod- 
development  turnaround  time  by  up  to 
percent.  The  new  system  will  give  us  a 
ipetitive  advantage  as  we  move  into  new 
rkets  and  add  improvements  to  our  cur- 
t  product  mix."  Innovative  technology  is 
nging  the  way  ASR  interacts  with  its 
romers,  too.  Ninety  percent  of  the  com- 
y's  consumer  product  orders  are  handled 
tronically,  and  the  company  is  working 
an  electronic  commerce  initiative  that 
link  its  customers  and  suppliers, 
he  company  designs,  manufactures  and 
rkets  wet  shaving  razors  and  blades, 


cotton,  foot  care  products  and  bar  soap  for 
consumer  markets.  Among  ASR's  branded 
consumer  products  are  Personna®,  Burma- 
Shave®  andTri-Flexxx™.  Its  industrial  and 
medical  blade-manufacturing  unit  produces 
bladed  hand  tools,  specialty  industrial  blades 
and  medical  blades.  The  company  operates 
1 5  sites  worldwide  and  distributes  to  more 
than  90  countries  through  retail  oudets  and 
specialty  industrial  markets. 

ASR  has  invested  $75  million  in  capital 
improvements  companywide  in  the  last  five 
years  to  upgrade  product  quality  and  expand 
manufacturing  capacity.  Backed  by  J.W. 
Childs  Associates,  company  managers  took 
the  125-year-old  firm  private  in  April  1999. 
The  pace  of  product  development  and 
market  expansion  has  increased  ever  since. 

"The  company  was  purchased  in  the 
firm  belief  that  there  was  a  great  opportu- 
nity to  grow  the  business  in  the  U.S.  and 
internationally,"  Murphy  says.  The  man- 
agement team's  faith  in  the  company's 
future  is  already  being  confirmed:  1999 
sales  were  $314  million,  a  6  percent 
increase  over  the  prior  year.  "We're  experi- 
encing good  market-share  increases  in  the 
consumer  business,"  Murphy  adds,  "and 
the  response  to  our  new  line  of  industrial 
products  has  been  outstanding." 

One  of  ASR's  newest  products  for  the  con- 
sumer market  is  a  three-blade  shaving  system 
marketed  in  the  U.S.  and  Europe.  The  com- 
pany's medical  unit  recendy  introduced  a  dis- 
posable safety  scalpel,  which  can  reduce 
injuries  among  health  care  professionals. 

The  Virginia  location  is  important  to  ASR, 
Murphy  says.  "This  is  an  attractive  place  to  live. 


"Virginia's  diversity 
provides  an  answer 
to  every  business 
challenge.  Come  join 
the  many  growing 
companies  in  the 
Shenandoah  Valley  in 
Western  Virginia  and 
discover  the  great 
business  climate." 
-  James  S.  Gilmore  III 
Governor  of  Virginia 


It's  a  desirable 
location  for 
families,  we 
have  a  good 
cost  of  living, 
access  to  Vir- 
ginias universi- 
ties and  a  good 
transportation 
infrastructure." 
The  company 
imports  more  than  $2  million  in  tool  handles 
and  parts  annually  through  the  Port  ofVirginia 
at  Hampton  Roads. 

The  company  has  found  a  well-educated, 
high-quality  workforce  in  Augusta  County 
and  the  Shenandoah  Valley.  It  employs  525  in 
Verona,  including  scientists,  engineers  and 
other  technical  professionals  whose  work  helps 
the  company  compete  in  global  markets. 

As  it  scans  the  business  horizon  for  the 
next  innovative  idea  and  ready  market, 
American  Safety  Razor  is  well-prepared  with 
every  valuable  resource  and  competitive 
advantage  its  Virginia  location  provides. 


American  Safety  Razor  Company 

1  Razor  Blade  Lane 
Verona,  Virginia  24482 
Telephone:  (540)  248-8000 
Fax:  (540)  248-1701 

James  Murphy,  President  &  CEO 
240  Cedar  Knolls  Road,  Suite  401 
Cedar  Knolls,  New  Jersey  07927 
Telephone:  (973)  753-3000 
Fax:  (973)  326-9004 
www.asrco.com 


They  Want  Your 
Founder's  Stock 

Charities  used  to  sniff  at  small  donations  of  stock 
in  privately  held  concerns.  Not  anymore. 


BY  ASHLEA  EBELING 

TIMOTHY DEMELLQ  \  1981  FINANCE 
grad,  would  never  think  of  stiffing 
his  alma  mater,  Babson  College  in 
Wellesley,  Mass.  He  would  scrape  to- 
gether $1,000  every  year,  even  when  he 


was  cash  poor,  trying  to  start  a  dot.com 
retailing  site.  Then,  when  Babson  asked 
him  for  a  bigger  gift  a  few  years  ago, 
DeMello,  still  with  little  cash,  had  an 
idea.  He  offered  Babson  5%  equity  in 
his  private  Internet  business,  Stream- 


line.com,    valued    at    an    estimated 
$229,500. 

Babson,  like  many  nonprofits,  nor- 
mally wouldn't  pursue  gifts  of  private 
stock.  They  were  illiquid,  their  value 
dubious.  But  this  is  the  era  of  vast 
new-issue  wealth,  and  Babson  did  not 
want  to  alienate  a  hot  prospect  like 
DeMello.  So  it  took  the  stock. 

Streamline.com  went  public  last 
June,  and  Babson's  stake  suddenly  was 
worth  more  than  $1 
million.  Babson  has 
gone  on  to  accept  pre- 
offering  stock  from  14 
other  alumni  and  has 
even  set  up  a  new  fund 
to  do  so. 

"Imagine  if  we'd 
had  the  fund  when 
[Babson  alumnus] 
Arthur  Blank  started 
Home  Depot,"  says  J. 
Thomas  Krimmel,  a 
Babson  vice  president. 
A  few  charities  and 
nonprofits,  especially 
universities,  are  starting 
to  woo  entrepreneurs 
before  they  are  rich. 
Why?  Because  that's 
where  the  money  will 
be,  at  least  as  long  as  the 
market  for  young  com- 
panies remains  strong. 
"Some  oil  wells  will 
pay  off  and  some 
won't,  but  the  ones  that 
do  pay  off  will  pay  off 
big  time,"  says  Peter 
Ticconi  Jr.,  senior 
planned  giving  adviser 
for  the  Johns  Hopkins 
Institutions. 

But  it's  also  a  defen- 
sive move.  Many  successful  entrepre- 
neurs are  scorning  the  big  bureau- 
cratic nonprofits  and  setting  up  their 
own  foundations  or  working  with 
startup  charities.  Similarly,  many  new 
tech  companies  are  donating  pre-pub- 


No  more  looking  down: 

Timothy  DeMello 

showed  that  nowadays 

equity  can  trump  cash. 


The  old,  established  charities  are  nervous.  There's  a  fear 
that  unless  you  reach  these  new  donors,  you  may  lose  out." 
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everywhere. 


Does  your  Web  site  have  insight?  Does  it  need 
an  unlimited  array  of  fresh  ideas  and  inspiration? 
Give  your  site  a  powerful  boost  with  )j:\\X/:-dib, 
The  Content  Marketplace  for  the  Web.  iSyndicate 
delivers  breaking  news  headlines  and  photos,  in-depth 
articles,  even  audio  and  video  —  direct  to  your 
site,  updated  automatically  throughout  the 
day.  From  the  box  office  to  the  Oval  Office,  see  what 
over  750  content  providers  like  WIRED,  OnHealth, 
RollingStone.com,  CBS  SportsLine  and  Salon.com 
can  do  for  your  business.  Visit  the  Web's  one-stop 
content  shop  at  www.isyndicate.com 


i  for  content"  and  "The  Content  Marketplace"  are  trademarks  ot  iSyndicate,  Inc. 
her  names  are  trademarks  of  their  respective  holders.  ©2000  (Syndicate,  Inc 
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lie-offering  stock  to  community  foun- 
dations that  have  agendas  different 
from  those  of  traditional  charities  (see 
table).  "The  old,  established  charities 
are  nervous,"  says  Bob  M.  Kardon,  ex- 
ecutive director  of  the  Center  for  Ex- 
cellence in  Nonprofits  in  San  Jose. 
"There  is  a  fear  that  unless  you  find  a 
way  to  reach  these  new  donors,  you 
may  lose  out." 

Ticconi  pushed  Johns  Hopkins 
into  the  private  equity  game  after  he 
lost  a  big  gift  of  stock  at  another  col- 
lege. An  individual  approached  the 
college  with  a  $250,000  gift  of  private 
stock,  which  it  was  willing  to  accept. 
But  the  college  would  have  to  value 
the  gift  using  an  IRS-approved  ap- 
praisal, which  is  typically  lower  than 
book  value  and  vastly  lower  than  the 
valuation  you'd  get  on  a  frothy  Nas- 
daq. The  conservative  appraisal  would 
have  lowered  the  deduction  for  the 
donor,  who  walked  away.  The  stock 
later  multiplied  many  times  over  after 
the  company  went  public. 

So  Ticconi  concocted  the  "private 
equity  gift  partnership  program"  and 
is  marketing  it  to  a  network  of  alumni 
entrepreneurs  and  venture  capitalists. 
During  the  preoffering  period,  donors 
sign  agreements  to  contribute  their 
stock.  They  transfer  the  stock  just  after 
the  public  offering  or  the  lock-up  pe- 
riod, if  there  is  one. 

Then  the  market  determines  the 
value,  and  the  donor  takes  the  tax  de- 
duction at  that  time — when  the  shares 
have,  hopefully,  appreciated.  As  with 
any  contribution  (within  certain  lim- 
its I  of  appreciated  securities  to  a  char- 
itable organization,  the  donor  doesn't 
have  to  pay  the  capital  gain  on  the 
appreciation. 

Babson's  DeMello  would  have  got- 
ten a  much  fatter  tax  deduction  if  he 
had  given  away  the  Streamline  shares 
alter  they  were  trading.  But  he  says 
he's  happy  knowing  his  school 
benefited. 


The  first  donor  Ticconi  snared 
under  his  new  approach  was  an  in- 
vestor, not  a  company  founder.  Joseph 
Pistritto,  an  electrical  engineering 
graduate,  pledged  about  5%  of  his 
shares  (then  worth  about  $5,000)  in 
an  e-mail  software  startup  called  Crit- 
ical Path.  He  wanted  the  money  to  be 
used  for  a  fund  to  pay  undergraduates 
to  do  research  with  professors,  rather 
than  in  private  sector  jobs. 

After  the  public  offering  last  year 


Still,  many  of  the  traditional  char- 
ities are  hanging  back,  preferring  cash 
or  something  like  Procter  &  Gamble 
stock.  "We  don't  need  a  stock  portfo- 
lio; we  need  cash  to  run  the  opera- 
tions," says  John  Keightley,  director  of 
development  for  Catholic  Charities 
USA.  The  same  goes  for  the  YMCA, 
whose  director  of  association  finan- 
cial development,  Stephen  Burns,  says 
it  prefers  liquid  gifts  that  can  be  put 
to  use  immediately  for  programs 


The  Gift  of  Paper 


Companies  are  starting  to  donate  pre-lPO  shares,  too.  In  the  last  two  years, 
for  instance,  64  privately  held  companies  have  given  some  $100,000  each 
in  equity  to  the  Entrepreneurs'  Foundation  of  Menlo  Park,  Calif.,  which 
encourages  volunteerism  and  raises  money  for  educational  and  youth 
development.  So  far  8  firms  have  gone  public.  How  those  stakes  have  grown. 

Current  value 
Company  Business  of  contribution 

($thou) 


Calico  Commerce 

E-sales  software 

$850 

Keynote  Systems 

Web  site  diagnostics 

1,500 

Latitude  Communications 

Voice/data  conferencing 

131 

Maxygen 

Molecular  breeding  technologies 

3,000 

Netcentives 

E-commerce  marketing 

865 

Ramp  Networks 

Shared  Internet  access 

326 

Symyx  Technologies 

High-tech  materials  research 

1,370 

Vitria  Technology 

E-business  software 

5,000 

Source:  Entrepreneurs'  Foundation 

Pistritto,  39,  working  for  an  Internet 
company,  donated  the  shares — now 
worth  $250,000.  "I  could  have  bought  a 
bigger  house,  a  fancy  car,"  says  Pistritto, 
who  drives  a  ten-year-old  Nissan 
Pathfinder.  "But  if  a  student  makes  a 
discovery  based  on  my  grants,  it  would 
be  worth  a  lot  more  than  me  driving  a 
faster  car  over  the  speed  limit." 

Mary  Yuschak,  a  former  Girl  Scout 
who  is  corporate  controller  of  Web 
search  firm  AltaVista,  pledged  100 
company  shares  to  the  Girl  Scouts  of 
Santa  Clara  County,  Calif.  AltaVista 
says  it  will  do  a  public  offering  later 
this  year.  It's  one  of  the  first  preoffer- 
ing pledges  that  the  Girl  Scouts  chap- 
ter has  accepted.  "You  have  to  be  open, 
especially  in  this  valley,"  says  Devel- 
opment Director  Kerri  Chavez. 


or  new  buildings. 

Last  year  the  American  Heart  As- 
sociation declined  a  gift  from  Michael 
Gold  and  Lee  Siler,  cofounders  of 
Stockdr.com,  an  Altamonte  Springs, 
Fla. -based  money  management  firm. 
The  donors  proposed  the  gift  of  pri- 
vate stock  on  Dec.  29  and  wanted  to 
complete  it  by  year-end  (to  take  the 
tax  deduction  for  the  charitable  gift  in 
1999),  but  the  charity's  approval 
process  for  stock  gifts  couldn't  work 
that  fast. 

Yet  15  other  charities,  including 
the  American  Cancer  Society  and  the 
Jewish  Community  Center  of  Greater 
Orlando,  accepted  a  total  of  200,000 
shares  from  the  pair,  valued  at  $1  a 
share,  on  short  notice.  Now  they  keep 
their  fingers  crossed.  F 


You're  investing  in  dreams.  Some  oil  wells  will  pay  off  and 
iodic  won't,  buy  the  ones  that  pay  off  will  pay  off  big  time." 
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15  Smart  Solutions 
for  Better  Retirement 

Planning. 

A  timely  new  brochure,  free  from  Prudential. 


For  smart 

retirement 

solutions, 

speak  to  a 

Prudential 

professional. 


A  knowledgeable 
Prudential 
professional  can 
help  you  analyze 
your  retirement 
needs,  answer 
questions  and 
guide  you  to 
financial  choices 
that  are  right  for 
you.  Start  with  a 
free  consultation 
and  learn  about 
the  many  ways 
Prudential  can 
help  you  plan  for 
a  comfortable 
retirement. 


Take  a  look  at  some  of  today's  top 
retirement  planning  challenges  through 
the  eyes  of  Prudential,  the  company 
that's  helped  thousands  of  people  plan 
their  retirement.  Find  out  which  steps 
you  can  take  now  to  help  you  enjoy  a 
long  and  active  retirement  later. 

How  to  make  your  retirement 
income  last.  (Page  2)  Find  out  what 
options  are  available  to  help  fund  a 
retirement  that  will  probably  last  at 
least  20  years. 

Strategies  for  managing  a  401(k) 

distribution.  (Page  7)  We'll  explain 
how  you  can  make  these  crucial  assets 
work  harder  for  your  retirement  or  other 
financial  goals. 

Balancing  college  tuition,  elder 
care  and  retirement.  (Page  9) 
Learn  ways  you  can  manage  your  many 
family  and  financial  obligations. 

The  essentials  of  estate 
planning.  (Page  10)  Information  you'll 
need  to  know  if  you  want  to  minimize 
estate  taxes  that  can  run  as  high  as  55%. 


How  to  protect  the  future  of  your 
business.  (Page  15)  A  plain-English  guide 
to  buy-sell  agreements,  liquidation 
strategies  and  more. 

Call  today!  Ask  for  your  free  brochure,  or 
locate  a  Prudential  professional  near  you. 

Call  1-800-THE-ROCK 
ext.  6839 
www.prudential.com 
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Renaissance  man 

Small  plucking  the 

flamenco,  and  the 

purse  strings,  at  the 

Smithsonian. 


The  Guitar-Bank- 
Museum  Career  Track 

Larry  Small,  the  man  who  once  played  second  fiddle  at  Fannie  Mae 
and  Citibank,  gave  up  banking  to  fix  the  Smithsonian  Institution's 
finances.  But  that's  not  really  why  he  went  there. 


BY  ADRIENNE  SANDERS 

LAWRENCE  SMALL  WAS  NOT  YOUR  TYPICAL  BANKER. 
When  he  was  on  long  plane  flights  while  working  for 
Citibank,  he'd  practice  flamenco  guitar.  Upon  arriving 
at  vaj  sanations  he  would  dart  away  to  learn  the  local 

,  he  knows  four.  His  favorite  vacation  spot  was  the 
Amazon,  where  he  would  study  customs  of  local  tribes  and 
pick  up  artifacts  along  the  way. 


None  of  this  seemed  to  detract  from  his  work.  He  spent 
27  years  at  Citi,  rising  to  vice  chairman,  and  then  spent  9 
years  at  Fannie  Mae  as  president. 

Still,  as  his  wife  Sandra  confesses:  "He  was  very  good  in 
the  business  world,  but  it  wasn't  something  he  loved.  You 
would  never  catch  him  reading  Barron's  on  the  weekend,  for 
example." 

So  as  Small  contemplated  his  future  at  the  age  of  58,  he 
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ended  up  with  the  only  job  that  could 
possibly  keep  him  out  of  retirement.  In 
January  he  became  the  1 1th  secretary  of 
the  154-year-old  Smithsonian  Institu- 
tion, and  the  first  nonacademic  to  hold 
the  position,  the  top  executive  slot.  He 
oversees  16  museums,  the  National  Zoo 
and  many  research  facilities. 

"It's  like  landing  the  job  of  chief  jus- 
tice without  ever  going  to  law  school," 
Small  enthuses. 

Don't  let  this  humility  fool  you.  If 
this  is  Small's  dream  job  at  the  twilight 
of  his  career,  it's  a  smart  move  by  the 
Smithsonian,  too.  The  megamuseum, 
with  crumbling,  century-old  buildings 
and  big  expansion  plans,  clearly  could 
use  an  experienced  financial  hand. 
Congress  has  provided  70%  of  the  $570 
million  budget  this  year  but  the  rest 
comes  from  trusts  and  fundraising. 
That  happens  to  be  one  of  Small's 
strong  suits.  In  just  six  weeks  he  has 
rounded  up  $4  million  from 
former  business  pals. 

The  museum  and  its  6,500 
employees  were  also  in  dire 
need  of  a  dose  of  organization. 
Small  confronted  a  clunky 
management  structure  that 
mirrored  a  university's:  Only 
the      undersecretary      and 
provost  reported  to  the  top. 
"That's  not  managing,  that's 
presiding,"  says  Small.  After  80 
meetings  with  employees,  scholars  and 
curators,  he  reorganized  the  adminis- 
tration into  five  divisions  whose  direc- 
tors report  to  him. 

He's  also  bringing  to  the  Smith- 
sonian his  passion  for  accountability — 
meaning,  holding  employees  up  to 
measurable  standards.  That's  almost  a 
foreign  concept  in  a  cozy  governmen- 
tal institution.  It  worked  at  Fannie 
Mae,  which  met  a  goal  of  buying  $1 
trillion  of  home  loans  over  six  years. 
"You  couldn't  just  slip  something  past 
Larry  Small,"  says  David  Jeffers,  a  Fan- 
nie Mae  vice  president.  "If  there  ever 
was  a  force  in  nature  opposite  of  iner- 
tia, it's  [him]." 

If  Smithsonian  employees  are  fear- 
ful, at  least  they  can  reassure  them- 
selves  that  Small  is  inspired  by  the 
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subject  matter.  Small's  ravenous  cul- 
tural curiosity  was  ignited  as  a  fresh- 
man at  Brown  University  when  he 
first  heard  a  record  of  flamenco  gui- 
tarist Carlos  Montoya.  The  music 
compelled  him  to  take  lessons,  move 
to  Spain  and  try  to  become  a  profes- 
sional flamenco  guitarist.  He  eventu- 
ally abandoned  the  dream  (though  his 
nails  are  still  grown  long  for  daily 
strumming),  learned  Spanish  and  de- 
veloped a  thirst  for  world  travel  in  the 
meantime. 

After  graduation  he  took  an  inter- 
national job  at  Citibank  to  travel  the 
globe,  and  surprised  himself  by  liking 
management.  But  he  always  left  week- 
ends open  for  his  hobbies  and  museum 
visits.  His  passions  for  collecting  and 
restoring  tribal  art  inspired  him  to 
build  his  own  gallery  in  an  apartment 
near  his  Washington,  D.C.  home.  Small, 
a  lean,  6-foot-3  man  who  sleeps  only 


"Business  wasn't 
something  he  loved. 

You  would  never  catch 
him  reading  Barron's 

on  the  weekend." 


four  hours  a  night,  also  fusses  tirelessly 
over  his  collection  of  Lionel  toy  trains 
and  model  lighthouses. 

At  the  Smithsonian  Small,  never  the 
head  guy,  will  at  last  be  in  charge.  He 
didn't  set  out  to  get  the  job.  He  was  in- 
vited to  advise  on  picking  a  new  leader, 
only  to  have  the  board  ask  him. 

Now,  he  has  goals  beyond  fixing 
leaking  ceilings,  of  course,  such  as 
promoting  the  under-construction 
National  Museum  of  the  American 
Indian,  renovating  the  National  Mu- 
seum of  American  Art  building  and 
sending  exhibitions  to  museums 
across  the  country. 

Small  took  a  pay  cut  from  $4.2  mil- 
lion to  $330,000.  No  regrets,  he  says: 
"This  is  much  more  exciting  than  a 
well-executed  debit."  F 


World-Class  John  Deere  Benefits 
From  World-Class  Workforce 


One  of  the  world's  most  respected 
names  in  industry,  John  Deere  is 
reaping  the  benefits  of  Iowa's 
highly  educated,  skilled  workforce. 
Employing  nearly  12,000 
Iowans  at  five  state-of-the-art 
manufacturing  facilities  and  the 
worldwide  John  Deere  Credit 
headquarters,  John  Deere  is 
growing  and  prospering  in  Iowa. 
"John  Deere's  world-class 
business  environment  requires  the 
teamwork  and  dedication  of  a 
well-trained,  efficient,  problem- 
solving  workforce,"  says  Hans  W. 
Becherer,  chairman  and  chief 
executive  officer.  "Iowa's  world- 
class  workforce  is  one  of  the  key 
reasons  we  continue  to  invest  in 
Iowa.  Their  skills,  abilities, 
attention  to  detail,  and  pride  in 
quality  have  helped  assure  a  solid 
reputation  for  Deere  products 
worldwide."  To  learn  more  about 
the  Iowa  workforce  advantage,  call 
1-800-245-IOWA  or  e-mail  us  at 
SmartState@ided.state.ia.us. 
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Globetrotter 

Venture  capital  is  following  high-tech  startups 
in  their  quest  for  global  markets.  In  New  York, 
Alan  Patricof  saw  it  coming  years  ago. 


BY  NIGEL  HOLLOWAY 

IN  VENTURE  CAPITAL,  ALAN  PATRICOF 
qualifies  as  Old  Guard.  Now  65,  he 
got  started  in  1969,  when  the  current 
boomlet  of  U.S.  venture  capitalists 
were  barely  out  of  diapers. 

Patricof  built  up  a  modest  portfo- 
lio in  his  first  few  years,  investing  in  a 
hodgepodge  that  included  New 
York  magazine,  Apple  Computer 
(up  to  1982)  and  a  scrap-metal 
recycler,  before  going  on  to  later 
successes  like  Office  Depot  and 
Agouron  Pharmaceuticals. 

None  of  the  early  moves  was 
as  prescient  as  Patricofs  1977 
setup  of  a  partnership  with  two 
young  European  corporate  fi- 
nanciers from  Harvard  Business 
School,  Ronald  Cohen  and 
Maurice  Tchenio.  The  trio 
clubbed  their  new  firm  Apax 
Partners  (in  classical  Greek, 
apax  means  "unique")  and  pur- 
sued early-money  opportunities 
on  an  international  scale:  Cohen 
from  London,  and  Tchenio 
in  Paris. 

A  risky  move  at  a  time  when 
the  marketplace  for  upstarts  and 
funding  was  barely  defined  in 
the  U.S.,  let  alone  overseas. 
"When  I  went  to  Europe,  every- 
one thought  I  was  crazy,"  Patri- 
cof laughs. 

He   can   afford   to   laugh. 
While  the  new  VC  darlings  are 
just  starting  to  chase  overseas 
opportunities,  Apax  now  manages 
$5  6  billion  in  institutional  money.  It 
add  Milan  and  Stockholm  this 
le  offices  it  has  abroad 
■  U.S.).  The 
company  rm      I   oper- 

ates as  Patricol  &  (  o.  Ventures. 


Consider  some  of  the  biggest  recent 
international  IPOs:  British  online  auc- 
tioneer QXL  went  public  in  October 
and  is  now  worth  $3.7  billion.  The 
Spanish  telco  Jazztel  floated  in  Decem- 
ber and  is  currently  valued  at  $6.2  bil- 
lion. The  British  Internet  company  Au- 
tonomy was  listed  in  July  1998;  its 


are  34  and  55,  respectively. 

Spectacular  profits  from  winners 
like  these  have  enabled  Apax  Partners' 
European  funds  to  return  45%  a  year 
to  its  investors,  net  of  all  costs  and 
fees,  between  1990  and  1999.  Total 
sum  invested:  $1.2  billion.  "Not  bad," 
smiles  Allan  Bufferd,  treasurer  of  the 
Massachusetts  Institute  of  Technology, 
which  has  $8  billion  in  combined  en- 
dowment and  pension  assets;  MIT  has 
been  an  Apax  fund  investor  since  the 
late  1980s. 

American  venture  capital  outfits 
are  taking  notice  of  Apax's  big  Euro- 
pean scores.  VC  firms  such  as  Menlo 
Park,  Calif.-based  Benchmark  Capital 
and  the  Carlyle  Group,  based  in  Wash- 


market  capitalization  is  now  $7.5  bil- 
lion (FORBES,  Apr.  3). 

Apax  deals  all.  Apax's  $3  million 
(cost)  stake  in  Autonomy  is  now 
worth  $1.2  billion,  393  times  its  orig- 
inal value.  The  multiples  for  Apax's  in- 
vestment returns  for  Ia//tel  and  QXL 


ington,  D.C.,  have  recently  set  up 
funds  to  invest  in  European  high-tech 
companies.  And  buyout  firms 
Kohlberg  Kravis  Roberts  &  Co.  and 
Hicks,  Muse,  Tate  8c  Furst  have  opened 
offices  in  London  to  look  for  deals. 
"Venture  capital  is  no  longer  a  na- 
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Apax 

tional  or  regional  challenge,"  says  co- 
founder  Cohen.  "U.S.  firms  that  for 
decades  said  that  Silicon  Valley  was  the 
only  place  to  be  are  now  beginning  to 
see  that  high-tech  entrepreneurs  exist 
in  the  remotest  corners  of  the  re- 
motest countries." 

Entrepreneurs  are  tapping  global 
markets,  too — for  more  than  just 
funding.  One  international  startup  fi- 
nanced by  Apax  is  I-Scraper.com,  an 
Internet  service  for  property  develop- 
ers run  from  Germany,  Israel,  Britain 
and  the  U.S.  Another  is  ENBA,  a  Euro- 
pean financial  services  Web  site  based 
in  Ireland  that  is  run  by  French  and 
German  managers  and  has  just  merged 
with  a  Spanish  offline  bank. 

NetDoktor.com,  a  Danish  Internet 
health  portal,  received  offers  from  ten 
venture  capital  firms  before  choosing 
Apax.  "We  wanted  an  international 
company,"  says  cofounder  Rune  Bech. 
"If  we  were  to  be  successful  with  our 
European  rollout,  it  was  extremely  im- 
portant to  have  a  venture  capital  corn- 


No  bounds:  Apax's 
Ronald  Cohen  finds 
tech  in  the  boonies. 


pany  that  was  well  connected  in  Eu- 
rope and  had  the  muscle  to  back  us — 
not  just  the  money  but  the  credibil- 
ity." NetDoktor  is  now  operating  in 
six  European  countries.  The  Scandi- 
navian press  has  speculated  that  the 
upstart  could  be  worth  $400  million 
to  $800  million  on  the  public  markets. 


Despite  its  compli- 
cated organizational 
structure,  Apax  can 
move  rapidly  when  it 
has  to — and  with  every- 
body getting  into  the  VC 
business  these  days, 
moving  quickly  is  vital. 
Investments  of  up  to 
$25  million  are  decided 
by  the  investment  com- 
mittee in  each  country. 
The  decision  to  invest 
$23  million  in  a  man- 

\agement  buyout  of  Di- 
alog Semiconductor,  an 
Anglo-German  chip- 
^  maker,  was  made  in  two 
days  by  forerunners  of  Apax  Europe, 
the  same  fund  that  took  ten  hours  to 
decide  to  back  NetDoktor.com.  Patri- 
cof  &  Co.  in  the  U.S.,  meanwhile,  has 
made  its  own  investments,  like  $6.5 
million  in  consumer  site  Garden.com, 
$12  million  in  CML  Technologies,  a 
maker  of  emergency  dispatch  equip- 
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"For  high-tech  startups  in  the  U.K.,  they 
are  in  the  same  league  as  John  Doerr 

and  Ann  Winhlad  in  Silicon  Valley." 


ment,  and  $9  million  in  Rita  Medical 
Systems,  which  makes  laser  needles 
used  to  remove  cancerous  tumors 
(FORBES,  Apr.  3). 

The  looseness  of  Apax's  corporate 
structure,  however,  makes  it  difficult 
to  build  a  global  brand.  Apax  Europe, 
with  $2  billion  in  assets,  is  its  largest 
fund;  next  is  Patricof  &  Co.'s  $  1 .4  bil- 
lion assets  under  management  in  the 
U.S.,  where  the  name  "Apax"  is  virtu- 
ally unknown. 

Apax  is  diversified  not  only  geo- 
graphically but  also  by  industry.  It  di- 
vides its  130  investment  professionals 
into  teams.  Each  group  brings  to- 
gether people  recruited  from  the  in- 
dustry itself  (the  head  of  the  telecom 
group,  for  example,  is  John  McMoni- 


gall,  a  former  management  board 
member  of  British  Telecommuni- 
cations), as  well  as  finance  specialists 
and  consultants. 

"The  thing  Apax  brought,  which  is 
absolutely  vital,  is  that  old-fashioned 
quantity  known  as  wisdom,"  says  Au- 
tonomy's founder,  Mike  R.  Lynch. 
"They  are  probably  the  single  most  sig- 
nificant funding  source  in  the  U.K.  for 
high-tech  growth  startups.  They  are  in 
the  same  league  as  John  Doerr  and 
Ann  Winblad  in  Silicon  Valley." 

But  unlike  some  newer  venture  cap- 
italists, Apax's  founders  know  firsthand 
that  it's  a  cyclical  business.  Apax  strug- 
gled in  the  1980s  when  there  was  virtu- 
ally no  public  market  in  Europe  for 
startups.  This  made  it  hard  for  Apax  to 


exit  from  its  investments. 

Apax  closed  a  fund  in  1987  that  in- 
vested in  companies  that  later  suffered 
in  the  1991  recession  in  Britain.  To 
hedge  its  bets,  Apax  now  puts  only  30% 
to  40%  of  a  fund  in  early-stage  finance 
and  the  rest  in  later  stages,  such  as 
management  buyouts. 

Failures  breed  caution,  of  course. 
"They  [Apax]  are  too  conservative  at 
times,"  says  Martin  Varsavsky,  founder 
of  Jazztel  of  Spain,  backed  by  Apax  in 
February  1999.  "With  us  they  were 
frequently  surprised  at  our  ambitions. 
They  sometimes  seem  to  prefer  a  small 
success  to  a  big  failure — forgetting 
that  there  is  also  the  possibility  of  a 
big  success."  But  Varsavsky  says  he'd 
use  Apax  again. 

After  opening  Apax  offices  in  Italy 
and  Sweden,  Cohen  has  his  eye  on 
Korea  and  India.  "And  after  that, 
China,"  he  says.  If  the  right  kind  of 
markets  can  be  established  in  these 
countries,  then  entrepreneurs  can  cre- 
ate businesses  and  jobs  anywhere.     F 
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Mad  Hatchery  Syndrome 

Incubators  once  helped  companies  get  off  the  ground.  Now,  they're  the 
latest  get-rich-quick  scheme  in  dot.com  land.  Caveat  entrepreneur.     ) 


BY  LUISA  KROLL 

NOTHING  WAS  GOING  RIGHT  FOR 
Las  Vegas-based  Jackpot  Enter- 
prises. The  $96  million  (1999 
revenues)  operator  of  slot  machines 
tried  to  buy  a  Canadian  competitor  in 
1998,  but  the  deal  never  got  done.  Last 
summer  it  came  close  to  acquiring 
casino  operator  Players,  but  was  beaten 
out  by  Harrah's.  Jackpot's  stock  would- 
n't budge  from  around  $8  a  share.  This 
old  economy  stuff  was  no  fun. 

So  Jackpot's  chairman 
and  cofounder,  Allan 
Tessler,  decided  to  reinvent 
the  company — as  an  incu- 
bator of  Internet  business- 
to-business  companies.  He 
convinced  his  board  to  in- 
vest $35  million  in 
prospects  like  Digital 
Boardwalk,  which  helps 
businesses  hop  onto  the 
Net,  and  Meister  Brothers 
Investments,  a  holding 
company  with  stakes  in 
nine  Internet  startups. 
Tessler  knew  something 
about  this  stuff,  as  a  for- 
mer cochairman  of  Data 
Broadcasting  and  co- 
founder  of  CBSMarket- 
Watch.com,  both  of  which 
provide  financial  services 
to  Web  companies.  Besides, 
who  wanted  to  sit  back  and 
watch  Internet  Capital 
Group,  the  B2B  incubator, 
swell  into  a  $29  billion 
market  cap  stock,  only 
months  after  going  public? 
Mar.  8  marked  the  re- 
birth of  [ackpot  as  INct 
■t puses,  a  business- 
usiness  Internet  incu- 
lews  sent  its 
stod  n  one 

day  (see  tal  v.  p.  140). 


The  Jackpot  to  JNet  metamorphosis 
is  happening  everywhere.  More  than 
100  new  incubators  have  been  hatched 
in  the  past  nine  months,  bringing  the 
U.S.  total  to  800,  according  to  the  Na- 
tional Business  Incubation  Association. 
No  one's  keeping  track  of  how  many 
billions  of  dollars  these  mother  hens 
have  raised,  but  the  swelling  brood  in- 
cludes Andersen  Consulting,  Monsanto 
and  Panasonic,  as  well  as  NASA  and  Syl- 
van Learning  Systems.  They've  tapped 


More  than  100  new  incubators 

have  been  hatched  in  nine 

months,  bringing  the  total  to  800^ 


hefty  investments  from  the  likes  of 
Goldman  Sachs,  UPS,  Disney  and  KKR. 
Incubators  have  been  around  since 
the  early  1980s  as  vehicles  to  help  uni- 
versities and  research  labs  transfer  tech- 
nology to  the  commercial  sector,  or  to 
help  governments  manufacture  jobs  in 
parts  of  cities  where  jobs  had  been 
chased  away  Typically  they  provided 
advice,  along  with  office  space,  phone 
lines  and  copy  machines.  They  tended 
to  be  sleepy  and  faithful  to  their  non- 
profit status.  Some  corpo- 
rations like  Kodak  and 
Digital  Equipment  tried 
their  hands  early  on,  but 
had  limited  success  and 
eventually  shut  them 
down. 

Then  along  came  the 
Internet  and  its  hyperactive 
venture  capital  market. 
Unlike  their  forebears, 
these  new  incubators  are 
investment  vehicles  with 
deep  pockets.  WTiile  most 
still  offer  basic  accommo- 
dations plus  T-l  lines, 
many  resemble  new  econ- 
omy factories,  providing 
intricate  blueprints  to  lead 
startups  to  market  at 
breakneck  speed.  These 
nouveau  hatcheries  invest 
lavishly  in  marketing,  pub- 
lic relations,  recruiting,  ac- 
counting, legal  counseling 
and  financial  advice — any- 
thing to  bring  young  com- 
panies public  in  a  hurry. 

And  when  they  hit, 
they  can  hit  big.  It  all 
started  with  William 
Gross,  who  in  1996 
founded  the  first  Internet 
incubator — Idealab,  in 
Pasadena,  Calif. — to  de- 
velop his  own  ideas  into 
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Without  proper  planning,  estate  taxes 
can  deplete  your  assets  by  as  much  as 
55  percent.  At  Prudential,  we  can  help 
protect  your  financial  legacy  with  a 
range  of  smart  life  insurance-based 
tax-reduction  strategies. 

Irrevocable  life  insurance  trust. 

Under  normal  circumstances,  life 
insurance  proceeds  are  considered 
part  of  your  taxable  estate.  But  by 
transferring  ownership  of  your  life 
insurance  to  a  trust,  you  may  be  able 
to  avoid  estate  taxes. 

Credit  shelter  trust.  This  common 
strategy  allows  married  couples  to 
take  full  advantage  of  the  estate  tax 
exemption  amount — currently  $675,000 
per  individual  in  2000  and  2001  and 
rising  to  $1  million  by  2006.  Each 
spouse  can  pass  this  amount  into 
the  trust  where  the  benefits  can  be 
accessed  estate-tax  free. 


For  more  smart  ideas  about  estate 

planning,  talk  to  Prudential.  Along  with 
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companies.  The  result  was 
a  string  of  successes,  in- 
cluding Etoys,  Citysearch 
and  GoTo.com.  Then 
came  the  spectacular 
stock  market  run  of  two 
quasi-incubators,  CMGI 
and  Internet  Capital 
Group.  And  now  all  man- 
ner of  incubators  are 
coming  out  of  the  wood- 
work, looking  for  equity 
capital  from  the  public  on 
easy  terms  (see  story  on 
Flip  Filipowski,  p.  140). 

Like  Elvis  imitators, 
the  incubation  field  is 
drawing  a  lot  of  question- 
able talent.  Take  Cyber- 
Shop.com,  which  strug- 
gled at  its  original 
business  of  selling  off- 
price  apparel  and  home 
furnishings.  The  six-year- 
old  company  lost  $1 1  mil- 
lion last  year  on  sales  of  $7 
million.  In  February  it 
threw  in  the  towel  on  on- 
line retailing  and  re- 
opened as  an  Internet  in- 
cubator called  Grove 
Street  Ventures.  Chief  Ex- 
ecutive Jeffrey  Tauber 
repositioned  the  company 
to  boost  its  stock.  "We 
were  impressed  by  the 
success  of  firms  such  as 
CMGI  and  Internet  Capi- 
tal (jroup  and  believe  our 
strengths  could  be  lever- 
aged similarly,"  he  wrote 
in  a  press  release.  The  fact 
that  he  could  not  run  his 
own  business  didn't  deter  him  from 
telling  entrepreneurs  how  to  run  theirs. 
Existing  investors  slapped  the  company 
with  shareholder  lawsuits,  accusing 
Tauber  oi'  selling  out  when  the  stock 
was  higher  last  fall  and  concealing  the 
company's  financial  condition. 
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We're  building  armies  to  pump 
out  B2B  hits.  It  costs  $50 

ega 


Internet  investor,  paying  $900,000  for  an 
existing  incubator,  Ideapark,  in  Vancou- 
ver. The  new  company  name:  Itemus. 

Even  college  students  are  jumping 
onboard.  Two  Yale  University  students, 
freshman  Peter  Venech  and  sophomore 
Michael  Stern,  founded  Aquarium  Ven- 
tures in  January,  with  $1  million  in 
funding  from  a  local  venture  capitalist. 
The  incubator  will  offer  money,  office 
space  and  computers,  as  well  as  legal, 
staffing  <\nd  accounting  services,  in  ex- 


change for  a  30%  to  50% 
stake.  So  far  it  has  signed 
up  two  companies,  which 
are  in  stealth  mode,  and  is 
close  to  deals  with  two 
others.  "Our  biggest  chal- 
lenge is  our  inexperience," 
admits  Venech.  "We  have 
to  know  our  limits." 

Limits?  No  one,  appar- 
ently, has  mentioned  them 
to  Camp  Six,  founded  last 
October  by  David  Wams- 
ley,  a  former  Internet  en- 
trepreneur, and  three  part- 
ners. Before  it  landed  any 
tenants,  Camp  Six  acquired 
a  35,000-square-foot  space 
in  San  Francisco's  trendy 
South  of  Market  Street 
neighborhood  and  spent 
several  million  on  a  splashy 
marketing  campaign. 

Now,  with  five  compa- 
nies onboard,  it's  hoping 
to  add  another  75,000  to 
150,000  square  feet,  and 
to  open  sites  of  similar 
size  in  four  other  cities. 
Camp  Six  employs  50 
staffers  who  do  nothing 
but  help  the  entrepre- 
neurs, and  plans  to  hire 
another  50  to  100  in  the 
next  few  months,  at  an  av- 
erage annual  cost  of 
$125,000  per  employee,  or 
up  to  $19  million  a  year. 
Add  another  $48  million  a 
year  to  maintain  opera- 
tions at  just  one  office  and 
$36  million  a  year  for  ad- 
vertising, recruiting  and 
p.r.  That  doesn't  include  funds  given 
out  to  incubatees,  which  range  from 
$500,000  to  $5  million. 

And  how  to  pay  for  all  this?  Camp 
Six  has  raised  $1 1  million  and  plans  to 
scoop  up  another  $125  million  before 
going  public  in  the  next  year  or  so. 
"We're  building  armies  to  consistently 
pump  out  business-to-business  hits," 
says  Wamsley.  "It  costs  $50  million  to 
$100  million  to  get  in  this  game." 
And    what    does    an    entrepre- 
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SO  you  find  this  house.  Victorian.  Mammoth  kitchen.  You  want  it. 

You  go  to  your  bank.  The  mortgage  guy  looks  at  your  paperwork.  Whoops. 

You're  missing  a  statement.  Month  of  March.  Oh.  But  I  do  my  checking  here,  you  s 

Can't  you  just  pull  it  up?  He  can't.  First  floor,  he  says.  You  go  there. 

The  teller  shakes  her  head.  We  need  a  written  request.  By  mail. 

But  it's  simple,  you  say.  I  just  need  March. 

I'm  with  the  mortgage  guy  now. 

DIFFERENT  DIVISION,  SHE  SAYS. 

BUT  AREN'T  YOU  THE  SAME  BANK?  "YES  AND  NO." 

SHE  SMILES.  THEN  YOU  SMILE  BACK. 

AND  MAKE  A  REALLY,  REALLY         | 

bi 

WITHDRAWAL. 


CUStOIHer  Service  >    e-business  systems  integration  Let  your  customers 

see  you  as  one  company.  Learn  more  about  them  in  the 
process.  IBM  Global  Services  can  show  you  how. 


call 

1. 800. ibm. 7080  [x  now] 

or  go  online  to  find  a 

Web-enabled  solution 

that  fits  your 

needs  at 

ibm.com /e-business/now 


IBM  and  the  e-business  logo  are  trademarks  of  International  Business  Machines 
Corporation  in  the  United  Slates  and/or  other  countries.  ©  2000  IBM  Corp. 


oO  you're  at  work.  You're  online,  low  order  this  hat. 

Big.  Floppy.  Later,  you  show  it  to  your  daughter  in  the  catalog. 

She  cringes.  Yuck,  she  says.  Are  you  serious? 

So  you  phone  the  catalog  people.  I  need  to  cancel  my  order. 

What  order?  My  order.  From  your  Web  site.  No  can  do,  they  say. 

We  can't  even  access  the  site  from  here.  Different  system. 

Hmm.  Same  hat.  Same  company.  Different  system. 

You  hang  up.  The  hat  comes  the  next  day. 

You  try  it  on. Your  husband  walks  into  the  room. 

HE  LAUGHS  SO  HARD  HE  CHOKES  ON  A  PRETZEL. 

AND  THE  HAT  SITS  ON  YOUR  CLOSET  SHELF 

FOR  THE 

next 


13  YEARS 


CUStOmer  Service  >    e-business  Systems  integration  Link  your  stores,  your 

call  centers  and  your  Web  site.  Create  a  single  point  ot  contact 
for  your  customers. 


call 

1. 800. ibm. 7080  [x  now] 

or  go  online  to  find  a 

Web-enabled  solution 

that  fits  your 

needs  at 

ibm.com /e-business/now 


IBM  and  the  e-business  logo  are  trademarks  of  International  Business  Machines 
Corporation  in  the  United  States  and/or  other  countries.  ©  2000  IBM  Corp. 


Incubators 

neur  get  out  of  it?  Some  companies, 
like  Mindspring,  seem  to  have  been 
well  nurtured  on  good  manage- 
ment and  marketing  advice  and  a 
clear  path  to  the  money.  But  not 
every  nestling  fares  as  well.  Col- 
lege411.com,  a  portal  for  campus 
services,  and  Camp  Six's  first  ten- 
ant, moved  out  within  a  month. 
Wamsley  says  it's  because  it  shifted 
its  target  audience  from  consumer 
buyers  to  business  buyers.  But 
sources  close  to  College411's 
founder,  Travis  Bowie,  say  that 
Camp  Six  was  spending  more  time 
on  its  own  business  than  on  devel- 
oping its  portfolio  companies. 

Nesting  fees  have  gone  way  up, 
too.  Many  incubators  take  equity 
stakes  of  40%  to  60%,  compared 
with  an  average  5%  to  10%  that  uni- 
versities typically  get.  Cambridge  In- 
cubator demands  50%  of  every  new 
company  that  comes  calling — and 
shells  out  a  uniform  $500,000  no  mat- 
ter how  advanced  the  business  or  in- 
choate the  idea. 

Who  puts  up  with  such  terms?  En- 


The  Second  Coming 

Reborn  as  incubators,  these  companies 
have  tried  to  drive  up  their  stock  prices. 

First 
Company                                        day 
formerly                                         jump 

Overall 
price 

gain 

Grove  Street  Ventures 
CyberShop 

14% 

-52% 

iGate  Capital 
Mastech 

50 

22 

Itemus 
Vengold 

102 

150 

JNet  Enterprises 
Jackpot  Enterprises 

49 

4 

Sylvan  Learning  Systems 
(launched  $500  million  incubator 
and  venture  group) 

22 

16 

Source:  Company  reports 

trepreneurs  who  have  little  choice,  like 
Michael  Barlow.  His  online  greeting 
card  company,  Regards.com,  needed 
help  going  up  against  the  well-heeled 
likes  of  Americangreetings.com  and 
Bluemountain-arts.com.  Rare  Medium, 
the  $37  million  (sales)  Web-services 
oufit,  took  him  in  and  gave  him  access 
to  a  wide  variety  of  resources  and  ser- 
vices— but  at  a  high  price.  In  exchange 


for  cash  and  an  undisclosed  num- 
ber of  shares  of  Rare  Medium, 
which  have  since  increased  nearly 
sevenfold,  Barlow  had  to  give  up 
90%  of  his  baby.  "It  was  an  emo- 
tional decision,"  he  says. 

At  least  a  few  entrepreneurs 
have  decided  to  learn  how  to  fly 
on  their  own.  Howard  Schwartz 
shopped  around  his  online  family 
community,  HeyNetwork.com, 
last  summer  and  found  a  Man- 
hattan-based incubator  willing  to 
invest  $500,000  for  10%  of  the 
company  Not  bad.  But  then  came 
the  clincher.  The  incubator  in- 
sisted that  Schwartz  share  the 
technology  with  the  other  compa- 
nies. He  refused.  Then  came  the  sec- 
ond offer:  Become  a  tenant,  but  raise, 
up  to  $10  million  in  a  year  or  lose 
HeyNetwork.com  to  the  incubator. 
Schwartz  walked  away. 

"Someone  once  said  an  incubator  is 
where  you  put  sick  babies,"  says  Robert 
Higgins,  managing  general  partner  of 
Highland  Capital.  Right.  It's  not  sup- 
posed to  be  a  slave  market.  F 


Silicon  Prairie  Dog 

Flip  Filipowski  touts  his  Divine  InterVentures  as 
the  corporation  of  tomorrow.  Would  that  include  the 
conflicts  of  interest  and  sizable  losses? 


BY  STEPHANE  FITCH 

YOU  KNOW  HIM  BY  THE  UBIQUI- 
tous  ponytail,  the  Hawaiian  or 
Darth  Vader  black  shirt  and  his 
overfondness  for  profanity.  Not  to 
mention  his  boasts  that  he  will  bury 
General  Electric.  The  49-year-old  An- 
drew  (Flip)    Filipowski   has   all   of 
Chicago  cheering  for  him.  Michael  Jor- 
dan   just   joined   his  board.   Mayor 
Ri«  hard  M.  Daley  has  arranged  a  $14 
on  tax  break  to  help  Filipowski 
for  Divine  Inter- 
i  veen  an  incubator 

for,  at  latest 


count,  16  e-commerce  startups. 

Filipowski  has  made  his  successes 
into  quite  a  saga.  Son  of  Polish  immi- 
grants, he  grew  up  in  a  rough  neigh- 
borhood north  of  the  Loop.  His  father 
was  a  grocer  and  small-time  landlord, 
but  the  family  was  so  strapped  the  old 
man  wore  the  same  pair  of  underwear 


every  day,  washing 
them  each  night. 

Pretty  big  shorts 
to  fill.  Filipowski 
started  with  a  small 
outfit  that  produced 
software  for  IBM 
mainframes,  then 
went  on  to  found  an 
accounting  and  in- 
ventory-data software  company  called 
Platinum  Technology.  It  was  well  liked  by 
its  customers,  who  needed  software  and 
training  to  help  them  run  IBM's  DB2  data- 
base system,  but  it  could  not  seem  to  turn 
a  consistent  profit.  He'd  built  the  com- 
pany into  the  world's  1  lth-largest  soft- 
waremaker  by  spending  $1  billion  buy- 
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Filipowski's  last  company  was  well 
liked  by  its  customers,  but  it  couldn't 
seem  to  turn  a  consistent  profit J 
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If  your  annuity  isnt  living  up  to  your  expectations,  maybe  its  time  for  a  tax-free  transfer."  Take 

a  look  at  the  strong  growth  potential  of  a  Fidelity  tax-deferred,  no-load  variable  annuity.  Of 

course,  since  an  annuitys  value  runs  deeper  than  just  performance,  we  also  offer  low  fees, 

strong   fund   selections,    tools   to   help   you   allocate   assets   wisely,    and   top-notch 

customer  service.  Call  for  an  Annuity  Comparison  Kit  today — and  see  what  a  difference 

a  Fidelity  annuity  can  make. 


STOP   BY  YOUR   LOCAL   INVESTOR   CENTER   OR   VISIT   FIDELITY.COM 


CALL    1-800-544-4713     EXT.    308 


'Fidelity  refers  to  Fidelity  Investments  Life  Insurance  Company  and  in  NY,  Empire  Fidelity  Investments  Life  Insurance  Companv. 
Ms.  Marshall  is  a  Fidelity  customer  and  was  compensated. 

*Tcn  year  figure.  For  NT  residents,  the  inception  date  of  MP  Growth  is  6/92  and  the  life  figure  is  22. 18%. 

Returns  after  1 1/1/97  include  the  0.80*  annua!  annuity  charge  and  returns  prior  to  11/1/97  include  a  1.00%  charge.  They  do  not  include  a  $30 

maintenance  fee  The  inception  dale  for  PBHG  Tech.  &r  Comm.  and  Strong  Mid  Cap  Growth  is  1 1/97. 

"PBHG  Tech.  &r  Comm  may  involve  significantly  greater  risk  and  therefore  may  experience  greater  volatility  than  a  fund  that  does  not  concentrate 

its  investments. 

Variable  annuity  values  will  fluctuate  and  you  may  have  a  gain  or  loss  when  money  is  withdrawn.  Taxable  amounts  withdrawn  prior  to  age  59/.  may 

be  subject  to  a  10%  penait\ 

'Before  transferring,  check  with  your  current  annuity  provider  to  see  if  it  will  assess  a  surrender  charge. 

For  more  complete  information,  i  and  expenses,  call  1-800-544-4713  for  a  free  prospectus.  Please  read  it  carefully  before  investing 

or  sending  money  Fidelity  k.  ilicy  form  \RR-96100eial.)  is  issued  by  Fidelity  Investments  Life  Insurance  Co.  For  NY  residents. 

Retirement  Reserves  is  issued  by  Empin  nts  Life  Insurance  Co.,  NY,  NY  Fidelity  Brokerage  Services.  Inc.,  Fidelity  Insurance  Agency, 

Inc.,  and  Fidelity  Investments  In;  I      are  the  distributors.  9f)220.001 
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ing  dozens  of  tiny  software  firms,  yet 
staunchly  refused  to  cut  staff  at  the  ac- 
quired firms.  The  result  Revenue  per  em- 
ployee at  Platinum  was  $129,000,  or 
about  one- third  that  of  giant  rival  Com- 
puter Associates. 

By  October  1998  investors  were  in 
despair.  Platinum  shares  were  at  $11, 
down  68%  from  their  high.  FORBES 
asked  Filipowski  if  he  would  consider  a 
sale  to  Computer  Associates  (Nov.  2, 
1998).  No  way,  he  said,  expletives 
deleted.  But  the  following  March  he  did 
sell  to  CA  for  $3.5  billion,  or  $29  a 
share.  Flip  pocketed  $290  million. 

Last  May,  Filipowski  started  raising 
what  would  total  $450  million,  including 
$100  million  from  Michael  Dell,  to  invest 
in  promising  Internet  businesses  and  a 
handful  of  firms  that  sell  services  to  them. 
The  idea  is  to  nurture  the  fledgling  com- 
panies— Divine's  share  price  would  the- 
oretically reflect  the  rising  total  value  of  its 
parts — and  spin  off  the  healthy  ones.  In 
mid-December  Filipowski  filed  an  S-l  to 
take  the  holding  company  public. 

Just  what  are  investors  going  to  be 
buying?  Like  a  lot  of  Internet  offerings, 
a  bunch  of  untested  ideas  that  last  year 
racked  up  combined  losses  of  $8  mil- 
lion. There's  Bid4real.com,  which 
promises  a  Web  site  where  real  estate 
auctioneers  can  sell  properties  to  thou- 
sands of  buyers.  Now  the  drawbacks:  no 
attempts  to  certify  the  claims  made 
about  properties  and  no  incentives  to 
persuade  auctioneers  to  share  commis- 
sions with  the  site's  founder.  Beau- 
tyjungle.com  hopes  producers  and 
wholesalers  of  makeup  and  fancy  soap 
will  sell  their  goods  on  its  site.  Last  year 
it  lost  $9.3  million  on  sales  of  $197,000. 
No  revenues  at  all  last  year  from 
OiKpot.com,  which  wants  to  bring  to- 
gether buyers  and  sellers  of  petroleum 
products,  services  and  information;  the 
Web  site  plans  to  extract  fees  from  trans- 
actions. Whiplash  has  created  a  Web  site 
to  let  the  public  book  a  group  travel 
package,  bypassing  the  travel  agent.  It 
000  on  revenues  of  only  $600 
nonths  of  1999. 
ith  1  >ivine. 
You  N    dministrative 

subsidiai  hiding  Justice  Divine 


lust  what  are  investors  buying?  Like  a 
lot  of  Internet  offerings,  a  bunch  of 
untested  ideas  and  a  lot  of  losses. 


(legal  services),  Buzz  Divine  (p.r.)  and 
Sales  Divine — that  sell  their  expertise 
to  the  Weblets.  Employees  of  each  com- 
pany hold  a  minority  stake  in  that  sub- 
sidiary, and  so  have  a  powerful  motive 
to  sell  services  to  one  another,  as  well  as 
to  outside  customers.  It  all  counts  as 
Divine  revenue. 

Still,  there  is  ample  room  for  con- 
flicts of  interest  with  duty.  Filipowski 
has  stakes  in  several  startups  and  sub- 
sidiaries that  Divine  later  invested  in. 
He  is  also  a  part-owner  of  a  property 
that  Divine  pays  $730,000  a  year  to 


rent,  and  another  Divine  plant  to  be  oc- 
cupied later.  (Filipowski  declined  to 
comment  on  these  arrangements.) 

None  of  this  may  deter  folks  from 
chasing  the  stock,  scheduled  to  go  pub- 
lic in  late  April,  when  Divine  hopes  to 
raise  $460  million  for  9%  of  the  shares. 
As  you  savor  that  instant  valuation  of 
$5.1  billion,  think  of  what  it's  doing  for! 
insiders  who  bought  the  other  91%  fori 
a  mere  $450  million  over  the  last  nine 
months.  Filipowski's  47  million  shares,! 
for  which  he  paid  pennies  a  shared 
would  be  worth  $376  million.  F 





troducing  i2i.  Now  there's  a  revolutionary  new  concept  in 
iline  trading  for  global  businesses.  It's  called  i2i,  an  Internet- 
>anning  network  of  world-class  companies  that  connects  buyers 
id  sellers  into  an  industrial-strength  e-marketplace.  There's  never 
;en  anything  quite  like  it.  i2i  gives  you  a  choice  of  three  forms 
transactions — classifieds,  auctions,  and  exchanges — on  a 
impletely  secure  and  confidential  trading  platform  that  you  can 
istomize  to  fit  your  particular  needs.  In  addition,  you  can  click 
ur  way  through  the  transaction  with  support  services  ranging  from 
>pection  to  shipping.  And  because  of  our  partnership  with  SAP, 
u  can  seamlessly  integrate  your  company's  operations  with  our 
iding  platform.  i2i.  The  click  you've  been  waiting  to  hear. 


industry!. industry 
Trade  With  Industrial  Strength5" 


become  a  member  today,  please  visit  us  at  www.i2i.com  or  call  1-888-840-4490. 


Iron  Man 

By  stroking  club  pros, 
Wilson  Chief  Jim 
Baugh  is  defying 
industry  trends— 
and  making  money. 

BY  BRANDON  COPPLE 

THERE  WERE  LOTS  OF  HIGH  FIVES  AT 
Wilson  Sporting  Goods'  Chicago 
headquarters  the  Monday  morn- 
ing after  Vijay  Singh  won  the  1998  PGA 
Championship.  The  victory  made  Singh, 
who  sported  a  Wilson  visor  throughout 
the  tournament,  the  leading  money  win- 
ner. It  also  marked  the  first  time  in  three 
years  that  a  player  under  contract  to  Wil- 
son Golf  had  won  a  major  champi- 
onship. "We  were  doing  chest  bumps  in 
the  halls,"  says  Kirk  Peglow,  sales  director 


for  Wilson's  golf  division. 

But  the  excitement  faded  when  Wil- 
son and  Singh  sat  down  to  renew  his  en- 
dorsement contract  the  next  summer. 
Singh  wanted  $1.5  million  to  continue 
wearing  Wilson's  visors  and  playing  its 
irons.  The  money  wasn't  excessive  for  a 
top-ranked  player,  but  it  was  too  much 
for  Wilson  Chief  Executive  James  Baugh. 
For  $1.5  million,  Baugh  figured  he  could 
sign  on  1,500  club  pros  to  Wilson's  staff 
program.  Singh  and  Wilson  parted  ways. 

Marketing  in  the  golf  business  has  al- 
ways followed  a  rigid  formula:  Lavish 
cash  on  a  tour  pro,  slap  your  logo  all  over 
his  person  and  bag,  then  hope  he'll  win 
and  inspire  duffers  to  buy  the  same 
equipment  that  carried  him  to  victory. 
Callaway  Golf,  the  largest  clubmaker, 
paid  60  tour  pros  last  year  to  play  its 
equipment. 

But  it  isn't  working:  Golf-club  sales 
fell  9%  in  1999.  And  the  average  golfer 
isn't  paying  attention  to  the  walking  bill- 
boards on  tour.  After  a  1 7-year  endorse- 


ment deal,  just  5%  of  consumers  associ- 
ated Singh  with  the  Wilson  brand.  Only 
one  in  four  golf  fans  can  identify  Tiger 
Woods — the  number  one  player  and  en- 
dorser— with  his  clubmaker,  Tideist.  For- 
tune Brands,  Tideist's  owner,  paid  Woods 
$4  million  in  1999. 

"I've  never  seen  so  much  money 
thrown  around  so  foolishly,"  says  Baugh, 
49,  a  sporting  goods  veteran  in  his  fourth 
year  at  the  helm  of  Wilson,  a  $587  mil- 
lion (sales)  subsidiary  of  Helsinki-based 
Amer  Group  Pic.  Money  better  spent 
helped  Wilson  Golf  sales  grow  7%  last 
year,  to  $223  million.  Operating  income 
(net  before  depreciation,  interest  and 
taxes)  rose  39%,  to  $12  million. 

Instead  of  investing  in  pros,  Baugh 
has  made  a  career  of  enlisting  club  pros 
to  push  sporting  goods.  He  did  it  first  in 
the  1970s  with  tennis  equipment  at 
Prince  Manufacturing,  where  he  helped 
lift  revenues  from  $4  million  to  $65  mil- 
lion in  nine  years;  then  he  did  it  again  in 
the  1980s  at  Wilson  Tennis,  which  had 
endorsement  deals  with  five  of  the 
top  ten  women  players  and  with 
Jimmy  Connors.  Baugh's  reason- 
ing: Local  pros  come  in  contact 
with  average  players  every  day;  get 
them  on  board,  and  they'll  become 
a  powerful  sales  force.  Today  Wil- 
son has  half  of  all  local  tennis  pros 
on  its  staff  and  half  of  the  tennis 
racket  market,  from  15%  in  1986. 
Taking  over  the  top  post  at 
Wilson  Sporting  Goods,  Baugh's 
first  priority  was  refocusing  the 
golf  division.  He  bulked  up  his 
sales  force,  adding  115  mostly 
young,  athletic  hucksters  who 
courted  country  clubs  and  prac- 
tice ranges  bearing  bouquets  of 
perks  and  promises.  Club  pros 
who  sign  on  as  Wilson  staff  mem- 
bers get  a  free  set  of  irons  and  a 
monogrammed  red-and-white  3 
bag  to  tote  them  in.  More  critically^ 
the  company  promises  not  to  sell  y 
to  big  sporting  goods  chains  thai] 
undercut  pro  shops.  Wilson  also 
agrees  not  to  overload  pro  shops 

Fore  play:  Baugh  (seated)  is 
courting  local  pros  like  Itasca 
Country  Club's  Phil  Benson. 
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ow  exactly  where  to  stay  with  Hotel  Wizard. 

s  get  all  the  other  insights  you  need  so  you  don't  just  book  a  trip,  you  book  the  right  trip.  Reserve  the  perfect  room. 

Dose  the  right  flight.  Easy  and  secure  transactions,  all  at  the  right  price.  Backed  by  our  24-hour  customer  support. 


Expedia.com 


Don't  just  travel.  Travel  Right." 


can  also  find  us  under  Travel  on  uMd- 


INTRODUCING  AN  LCD  PROJECTOR 
SO  DEPENDABLE,  YOU'LL  WANT  TO 
TAKE  IT  EVERYWHERE. 


AND  SO  PORTABLE,  YOU  CAN. 

(shown  actual  size) 


"  eighs  under  6  pounds,  the  PowerLite  710c 
jfci  true  heavyweight,  giving  you  everything 
tjyate  an  audience.  Perfect  color. 
laU,  And  pfenty'of  brightness  -  even  for 
rooms  thatu  iep  it  comes  tp  clarity,  no  DLP '  can 


beat  our  three  LCDs.  There's  even  Private  Line  phone 
support  for  immediate  assistance.  With  all  that,  there's  a 
lot  more  to  the  PowerLite  710c  than  meets  the  eye.  For 
while  its  size  may  make  it  the  smallest  projector  you've 
ever  seen,  its  performance  will  surely  make  it  the  greatest. 


YOU'VE  GOT  TO  SEE  IT  IN 


/       /       4       *       J 
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Epson,  the  world's  number  one  projector  company,  brings 
you  the  PowerLite  710c  featuring:  5.8  pound  weight  •  10.5"  x 
8.4"  x  3.5"  dimensions  •  Keystone  correction  •  1000  ANSI 
lumens  with  XGA  resolution  •  SizeWise  •  technology  gives  you 
compatibility  with  computer  resolutions  up  to  1600  x  1200. 
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Thanks  to  an  extia-stout  shaft,  Wilson's  new  irons  don't  flare  out  at  impact,  so 
shots  hit  off  the  toe  won't  drift  right,  as  seen  in  the  accompanying  landing  grid. 


Callaway  X-14  SAA 

200 


Wilson  Fat  Shaft  SAA 


with  inventory,  helping  pros  avoid  their 
annual  December  balance  sheet  night- 
mare. In  four  years  the  company  has  in- 
creased more  than  sevenfold  the  num- 
ber of  club  pros  on  staff,  to  2,600. 

Baugh  has  also  pushed  Wilson  into 
innovation — like  Smart-Core  golf  balls 
and  Fat  Shaft  irons.  The  irons,  which 
have  an  extra-thick  shaft  that  doesn't 
taper  toward  the  head,  are  more  forgiving 
than  traditional  irons  (above,  at  right). 
Mid-  to  high-handicap  golfers  are 
snatching  them  up.  Most  pro  shops  get 


two  sets  from  the  company  and  order 
the  rest,  delivered  in  less  than  a  week. 

Wilson  salesmen  help  club  pros  put 
on  demo  shows  where  golfers  can  try  the 
Fat  Shaft  and  compare  it  with  the  com- 
petition, including  Callaway's  X-14  and 
Tideist's  DCI.  Wilson  puts  on  shows  for 
the  pros,  too.  Last  month  30  Houston- 
area  pros  gathered  at  a  suburban  club  to 
hear  Wilson's  pitch  and  then  were  es- 
corted to  the  practice  range  to  swat  balls 
with  the  Fat  Shaft.  By  day's  end  the  local 
sales  rep  had  eight  appointments  with 


potential  new  staff  members.  Sales  of  the 
Fat  Shaft  irons  tripled  last  year  to  an  es- 
timated $65  million.  That  was  enough  to 
catapult  Wilson's  market  share  from  less 
than  1%  in  1996  to  5%. 

It  won't  be  such  a  gimme  if  some- 
body builds  a  better  seven  iron,  but 
Baugh  isn't  worried  about  technology  as 
long  as  he's  got  the  club  pros.  Baugh  in- 
spires confidence  with  his  cocky  athlete's 
demeanor.  "I'm  not  always  the  best 
player,"  he  says.  "But  I  always  find  a  way 
to  win."  F 


Isn't  there  a  limit  to  how  i 
business  can  trust  its  communications  provider? 


"There  w 


Used  to  be,  a  company  had  to  worry  about  limited  trunk  capacity. 
Surprise  outages.  Growing  phone  bills.  Shrinking  service. 

Now  everything's  changed,  with  state-of-the-art  technology 
at  lower-than-ever  costs.  Diversified  network. 
Unlimited  solutions  for  the  way  your  company  works... 
not  the  way  phone  companies  want  you  to  work. 

For  backup  and  beyond,  Focal  can  show  you  how 
easy  it  can  be  to  trust  a  communications  provider. 


FOCA 


www.focal.com  Nasdaq: 


Chtogo.New  York,  San  Francisco,  Los  Angeles,  Boston,  Philadelphia,  Northern  New  Jersey,  Oakland,  San  Jose, 
tyange  County,  Washington  DC,  Northern  Virginia,  Seattle,  Detroit,  Fort  Worth,  Dallas,  Atlanta,  Houston. 
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icer-back  tank,  $19. 


9ve  it: 

aston  Proper's  cropped, 
cer-back  stretch  tank, 
/ailable  with  or  without 
e  logo.  Cotton/spandex. 
3A.  Machine  washable, 
zes  XS(4),  S(6-8), 
(10-12),  L(I4-I6). 
>go  tank.  Black  only. 
13726   $19. 
>lid  tank.  Black  or  white. 
13725   $19. 


et  it: 

rder  today  online  @  bostonproper.com   Click  on 
■atalo&   ord&r^  and  type  in  the  product 
imbers.  Or  call  toll  free  1-800-243-4300 


ISt: 

me-day  shipping  on  all  in-stock  merchandise 

*ee: 

.EE  standard  shipping  when  you  purchase  online 
bostonproper.com. To  receive  free  shipping,  please 
JTER  CODE  #  FB400  AT  CHECK  OUT 


thousands  of  effortless  styles  all  the  time 

@  bostonproper.com 


To  receive  a  free  boston  proper  catalog,  Click  on 
^c-afoloa   rooivc/^C   @  bostonproper.com 
or  call  Toll  Free  1-877-405-4270 


Talk  Is 
Cheap 

Companies  are 
tapping  cybersurf  ing 
trendsetters  to  talk  up 
movies,  magazines 
and  other  teen  fare— 
for  free. 


How  does  a  company  know  it's  get- 
ting enough  bang  for  its  freebies?  Effec- 
tiveness is  tough  to  gauge,  but  most 
marketers  are  happy  if  they're  getting 
talked  up  at  all.  Teens,  after  all,  are 
tough  to  impress.  So  far  the  U.S.  De- 
partment of  Labor  hasn't  cited  anyone 
for  violating  child  labor  laws.  Marketers 
call  their  young  recruits  "volunteers." 

The  strategy  is  a  twist  on  the  clus- 
ters of  student  "street  teams"  compa- 
nies have  long  tapped  to  get  their 
sneakers,  backpacks  and  jeans  in  clubs, 
schools  and  other  student  hangouts. 
The  logic  is  caveman  simple:  Get  cool 
kids  to  hype  your  product  and  others 
will  want  it,  too. 

It's  also  cheap.  Teen  pitchfolk  are 

trate  these  gabfests  and  swap  meets,      rarely  paid,  says  Marc  Schiller,  head  of 

And  tens  of  thousands  of  kids  are  their      Electric  Artists,  an  Internet  marketeer 

coconspirators.  in  New  York.  "We  don't  want  to  give 

It  works  like  this:  Companies  slip     them  cash,  because  then  they  stop 


BY  PETER  KAFKA 

WHEN  WENNER  MEDIA  WANTED 
to  alert  young  readers  to  a  re- 
cent issue  of  Rolling  Stone 
magazine,  it  hired  a  company  to  e-mail 
advance  images  of  the  cover  to  1 00,000 
teens.  The  kids  quickly  circulated  the 
cover  image — it  featured  the  popular 
band  'N  Sync — by  e-mail.  Within  days 
3,000  of  the  young  fans  had  slapped  it 
on  their  own  Web  sites. 

The  kids  were  just  doing  what 
comes  naturally:  talking  up  and  trading 
cool  stuff.  Innocent  behavior,  but 
something  companies  have  long  con- 
sidered a  powerful — and  pennywise — 
marketing  tool.  The  difference  now? 
The  Internet  is  helping  big  brands  infil- 


into    popular    Internet 
chat  rooms  or  scour  spe- 
cial-interest      bulletin 
hoards   to   find   online 
gabbers  who  care  pas- 
sionately    about     new 
movies,  trendy  footwear, 
you  name  it.  Kids  are  of- 
fered free  CDS,  posters, 
ie  passes — valuable 
■  lom — to 
'lie  online  gospel 
aboi  .'duds. 


"We  don't 

give  them 

cash, 

because  they 

start  being  an 

employee.". 


being  a  fan,  and  they 
start  being  an  em- 
ployee," he  says. 

It  would  also  take- 
money  out  of  his 
pocket  Companies  pay 
Electric  Artists  up  to 
$40,000  a  month  to  re- 
cruit cybersurfers.  The 
company  could  gross 
$10  million  this  year 
from  clients  like  Para- 
mount Pictures,  Imag- 


ine Entertainment  and  Wenner  Media. 

Internet  patter  campaigns  work 
best  for  new  records  and  movies — 
things  kids  like  to  chatter  about.  But 
traditional  companies  are  trying  it,  too. 
Timberland  has  tapped  computer  jock- 
eys to  pop  into  crowded  Internet  chat 
rooms  and  interrupt  discussions  about 
rap  bands  and  TV  shows  with:  "I  just 
saw  the  hottest  apparel  online.. . ."  M80 
Interactive  Marketing  &  Design  of  Los 
Angeles  recruited  fans  of  British  come- 
dies and  soap  operas  to  promote  BBC 
America,  a  new  cable  TV  channel.  Has 
it  made  a  difference?  "I  have  a  gut  feel- 
ing that  it's  working,"  says  Kate  W. 
Meyer,  marketing  director  for  the 
channel. 

Gut  feel  may  be  good  enough  for 
now.  Especially  when  there's  a  chance 
something  will  take  off  like  The  Blair 
Witch  Project,  launched  with  Internet 
hype  last  year. 

A  tall  order,  especially  when  a  com- 
pany makes  boring  stuff.  M80  owner 
David  Neupert  says  he  turned  down  a 
six-figure  contract  from  Mazda  recendy 
because  he  didn't  think  he  could  coerce 
his  cybertouters  into  talking  up  a  new 
car.  Translation:  Mazda  isn't  cool.  Neu- 
pert fears  overuse  of  the  medium  by 
ho-hum  marketers  will  spoil  the  fun  for 
hipper  companies. 

Even  so,  can  makers  of  breakfast  ce- 
real and  soap  be  far  behind?  F 
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Greeks,  Chinese,  Germans, 

Russians,  Italians,  Uzbeks, 

Namibians,  Turks,  Japanese 

and  Americans  all  speak 

the  same  language. 
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At  FT.com,  you  can  get  up-to-date  business  and  financial  news  from  anywhere  in  the  world, 
whether  it's  Nairobi  or  New  Jersey.  Let's  face  it,  if  you  want  to  succeed  in  business  today,  you 
need  the  comp  Dal  perspective.  The  world  doesn't  turn  on  a  dime. 


Looking  Forward  By  Virginia  Postrel 


Do  You  Deserve  To  Live? 


THE  QUESTION  IS  A  STAPLE  OF  POLITICAL  TALK 
shows:  "Should  George  W.  Bush  pick  a  pro-life 
running  mate?"  We  all  know  what  it  means.  The 
issue  is  abortion,  not  life  in  general,  and  the  politi- 
cal challenge  is  to  hold  together  a  divided  coalition. 
Nobody  remarks  on  the  implication  that  the  alternative  is  a 
"pro-death"  running  mate. 

After  all,  no  respectable  public  figure  is  pro-death.  Right? 

Wrong.  A  pro-death  coalition  has  been  building  for  sev- 
eral years,  crossing  the  traditional  left-right  divide.  Its  advo- 
cates aren't  primarily  interested  in  abortion  or  euthanasia, 
the  traditional  life-and-death 
political  issues.  They  don't 
focus  on  the  gray  areas  of  per- 
sonhood.  They  oppose  the  ex- 
tension of  healthy,  active 
human  life  beyond  its  current 
limits.  They  are,  quite  literally, 
pro-death.  Their  viewpoint 
got  some  exposure  recently, 
when  the  Center  for  Bioethics 
at  the  University  of  Pennsylva- 
nia and  the  John  F.  Templeton 
Foundation  gathered  scien- 
tists, bioethicists  and  theolo- 
gians for  a  conference  called 
"Extended  Life/Eternal  Life." 

Scientists  at  the  conference 
reported  on  research  to  retard 
aging  and  restore  the  youthfulness  of  cells  and  organs.  It's  all 
very  far  from  clinical  practice,  but  promising.  The  goal  isn't 
to  prolong  decrepitude  but  to  enhance  and  extend  the  prime 
of  life — by  decades,  maybe  indefinitely. 

That  sounds  great,  if  a  tad  optimistic.  (There  are  some 
serious  biomedical  hurdles  in  the  way.)  Regular  people  look 
on  such  research  with  admiration  and  hope.  "I  say  hooray 
for  life  and  hooray  for  more  of  it,"  proclaimed  Templeton 
Foundation  director  Charles  Harper. 

Not  so  the  pro-death  philosophers.  "There  is  no  known 
social  good  coming  from  the  conquest  of  death,"  said  Daniel 
Callahan,  cofounder  of  the  Hastings  Center,  the  nation's 
leading  bioethics  think  tank.  Callahan,  a  political  liberal,  was 
echoed  by  the  University  of  Chicago's  Leon  Kass,  the  leading 
Misnvative  bioethicist  "The  finitude  of  human  life  is  a 
for  every  individual  whether  he  knows  it  or  not," 

Both  Kass  and  C  allahan  ha\  e  been  arguing  for  years  that 
open  ended  medical  progress  is  an  affront  to  nature  and 


No  respectable 

public  figure 

is  pro-death. 

Right?  Wrong. 

A  pro-death 

coalition  has 

been  building 

for  several 

years. 


humanity.  Both  promote  stat- 
ic, closed  definitions  of  medi- 
cine and  health.  Both  find 
markets,  technology  and  sci- 
entific research  far  too  sub- 
servient to  the  individual  de- 
sire for  life,  health  and 
biological  self-determination. 
In  his  1998  book  False 
Hopes,  Callahan  laments  that 
the  spirit  of  contemporary 
medicine  "is  that  of  unlimited 
horizons,  of  infinite  possibilities  of  ameliorating  the  human 
condition."  He  wants  "sustainable"  medicine  that  has  "em- 
braced finite  and  steady-state  health  goals  and  has  limited 
aspirations  for  progress  and  technological  innovation." 

Kass,  in  his  1985  book  Toward  a  More  Natural  Science, 
argues  that  "even  the  perfectly  voluntary  use  of  powers  to 
prolong  life  ...  carries  dangers  of  degradation,  depersonal- 
ization and  general  enfeeblement  of  soul."  He  attacks  life 
extension,  even  by  a  decade  or  two.  "The  desire  to  prolong 
youthfulness,"  writes  Kass,  "is  not  only  a  childish  desire  to 
eat  one's  life  and  keep  it;  it  is  also  an  expression  of  a  child- 
ish and  narcissistic  wish  incompatible  with  devotion  to 
posterity." 

Politically,  the  pro-death  philosophers  are  leaders  with- 
out a  constituency.  Their  most  valuable  allies  at  the  mo- 
ment are,  ironically,  pro-lifers  who  want  to  ban  experi- 
ments on  embryonic  cells.  Over  the  long  term,  their  best 
friends  may  be  on  the  left.  Socializing  medicine  is  the  fastest 
way  to  end  the  market-driven  private  research  that  threat- 
ens to  extend  healthy  human  life.  Asking  whether  George 
Bush  will  pick  a  "pro-life"  running  mate  raises  questions 
that  go  far  beyond  abortion — questions  Al  Gore  also  needs 
to  answer. 

As  the  Penn  conference  was  convening,  I  was  supposed 
to  be  interviewing  Ronald  Coase,  the  Nobel  economist.  He 
will  be  90  this  December.  Coase  is  brilliant  and  witty,  with 
a  research  agenda  that  would  fill  a  30-year-old's  career.  But 
he  is  frail  and  had  to  cancel  the  interview  because  of  a  bro- 
ken vertebra. 

Kass  and  Callahan  speak  in  general,  often  poetic,  terms. 
What  they  mean  is  that  the  world  would  be  better  off  if 
Coase  were  already  dead.  I'd  prefer  him  fit,  with  decades  of 
productive  life  ahead  of  him.  If  that's  childish,  so  be  it.      F 


Virginia  Postrel  ( vpo<tit-k'<n\ison.aim )  is  editor-at-large  o/Reason 
magazine  and  the  author  o/The  Future  and  Its  Enemies,  recently 
published  in  paperback  by  Touchstone. 
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The  Hunt  Is  On 


vVliat  it  will  take  to  tame  Tii?sf  arid  v/iri  at  Ai 
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By  Mark  Soltau 


News  Hash:  Tiger  Woods  is  not 
bulletproof.  He's  been  sick  be- 
fore. He  struggles  with  aller- 
gies. He  wore  contact  lenses 
before  undergoing  laser  surgery.  And 
a  lousj  singing  voice. 
OK,  otherwise  he's  rock  solid   Espe- 
h  a  lead 

1 1 -\  ear-old  Woods 

ie's  tougher  to  catch 

,'.  As  we  all 


The  rest  of  the  field  hopes  Tiger  spends  plenty  r. 
time  strolling  through  the  azaleas  at  Augusta. 


know  by  now.  Woods  closed  l'W  with 
tour  consecutive  victories,  then  picked 
up  where  he  left  ofl  in  2000,  winning 
the  season-opening  Mercedes  Champi- 
onships in  Hawaii  over  Ernie  Els  in  a  riv- 
eting, top-this  finish.  Then,  he  outdid 
himself  by  overcoming  a  seven-stroke 
deficit  with  seven  holes  to  play  while 
overtaking  rookie  Matt  Gogel  in  the 
AT&T  Pebble  Beach  Pro-Am  for  his  sixth 
straight  title.  He  played  the  last  four 


holes  in  4-under  and  finished  with  an 
uncler-par  (h,  the  best  closing  round 
tournament  history.  "It  adds  to  tl 
whole  mystique  of  Tiger,"  said  Notj 
Begay,  his  former  Stanford  teammate 

Which  begs  the  question:  Can  anyor 
prevent  Woods  from  winning  his  seed 
Green  Jacket?  He  won  his  first  in  19 
blitzing  the  field  by  a  record  12  stroke 
Since  then.  Woods  has  elevated  his  gaq 
to  another  level.  Even  his  fellow  co: 


Finally,  a  fairway  mood  longer  man  Itie  TrineU 
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Ideal  Perimeter  Weighting 

The  classic  profile,  stainless  steel  shell 
creates  ideal  perimeter  weighting  for 
maximum  performance. 


Lower  Center 
of  Gravity 

Copper  Tungsten 
weights  in  the  sole 
plate  provide  a 
lower  center  of 
gravity,  so  it's 
easier  to  get  the 
ball  airborne. 


New  High 

Performance 

Shaft 

We've  added 
the  EI-70  Plus 
shaft  to  increase 
clubhead  speed  for 
better  distance  and 
overall  performance. 


Super  Hard  Alpha 
Ma  raging    Face 

The  new,  deeper  face 
is  significantly  harder 
than  Titanium  or  steel, 


so  the  ball  explod 
off  the  face  for 
incredible  distance. 
"Harder  is  longer. " 

Bigger  Sweet  Spot 

The  shallower  face 
and  lower  center  of 
gravity  creates  a  wider 
sweet  spot  for  better 
performance,  even 
on  off<enter  strikes. 


Introducing  the  TriMetol  Plus- 

The  fairway  wood  once  considered  the  longest, 
just  got  even  longer.  The  revolutionary  new 
TriMetal  Plus  fairway  wood  by  Orlimar. 

#  1  Played  Fairway  Wood  Model 

Last  year,  the  TriMetal  was  the  #1  played 
fairway  wood  model  on  both  the  PGA  and 
Senior  PGA  Tours  with  an  impressive  1  8  wins 
and  over  250  top  ten  finishes. 

Try  Them  for  30  days 

Try  them  for  30  days.  If  you'r§  not  hitting  longer 
and  straighter,  we'll  give  you  a  full  refund.  Now 
this  is  an  offer  you  just  can't  refuse,  so  call  now. 
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petitors.  who  seldom  talk  up  op- 
ponents, concede  that  when  his 
"A"  game  is  clicking.  Woods  is 
out  of  this  world.  "He's  scar)/' 
Rocco  Mediate  says.  "I'm  not 
great  with  golf  history,  but  I'll  tell 
you  right  now  that  in  the  past 
100  years,  no  one  is  even  on  the 
same  page  as  this  kid." 

Woods  stmggled  last  year  at 
the  Masters,  tying  for  18th.  He 
finished  nine  shots  behind 
Spain's  Jose  Maria  Olazabal, 
who  courageously  overcame 
crippling  foot  injuries  to  edge 
Davis  Love  III  by  two  strokes. 

Don't  think  Woods  has  forgot- 
ten. Majors  mean  everything  to  him,  and 
some  think  he  has  a  legitimate  chance  to 
win  the  Grand  Slam.  Sure,  it's  never 
been  done  before  in  the  same  year.  But 
Woods  has  a  habit  of  accomplishing  die 
unthinkable,  and  Augusta  National  sets 
up  perfectly  for  him  to  take  the  first  step. 

Woods  hits  the  ball  a  ton  and  can 
swing  from  the  heels  because  of  the 
mostly  generous  fairways.  That's  a  huge 
advantage  on  the  par-Ss,  which  he  can 
reach  in  two  and  usually  thews  up.  He 


T}}e  key  for  Davis  Love  ILL  (left)  and  David  DuvaL 
who  have  three  second-place  finishes  between  thenu 
is  successfully  negotiating  the  tricky  Augusta 
National  greens. 


Last  year,  a  courageous  Jose  Maria 
Olazabal  won  his  second  Green 
Jacket  in  six  years. 

surfaces.  He  didn't  three-putt  and  did 
a  good  job  of  keeping  the  ball  below 
the  hole. 

Fact  is.  the  key  to  winning  at 
Augusta  for  Woods,  or  anyone  else 
for  that  matter,  is  the  short  game; 
more  specifically,  getting  hot  with  the 
short  game  at  the*  nght  time.  Typical- 
ly, the  Masters  winner 
plays  solid  golf  for 
four  days  and  makes 
big  putts  in  the  clutch. 
A  player  such  as  Greg 
Nonnan,  on  die  odier 


mm  MYMtOTD 


EPHEN  MUNDAY'ALLSPOfiT 


>as  high  and  soft,  another  big 

humpback  greens. 

7    Woods 

the  slick  putting 


hand,  is  always  long 
and  strong,  but  at  Au- 
gusta he  hasn't  been 
able  to  gel  up  and 
down  or  make  many 
putts  outside  10  feet 
down  the  stretch. 

Like  Woods,  Olaz- 
abal didn't  three-putt 
once  during  his  win 
last  year,  tying  for 
eighth  in  tournament 
totals  with  109  putts. 
Mark  ( )  Wle.u.i  was  die 
tournament's  best  put- 
ter in  1998  with  105 
putts  and  only  a  single  three-putt, 
and  he  made  a  pair  of  bombs  on  die 
last  two  holes  to  grab  the  tide.  Dur- 
ing his  win  in  '%.  Nick  Faldo  diree- 


\ 
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Lesson  i 

The  Proper  Qrip 


Introducing  QolfDigest.com, 


the  first  completely  personalized 


golf  web  site.  With  just  a  simple 
click,  you'll  be  able  to  enter 


your  individual  golf  habits,  and 


QolfDigest.com  will  deliver 


expert  analysis  tailored  to  your 


needs.  So  by  all  means,  grip 


your  mouse  properly,  and  click 


on  QolfDigest.com  today. 


GolfDigest.com 


Custom-fitted  for  your  game. 
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jacked  only  once  and  finished  tied  for 
sixth  with  112  putts. 

Tiger's  strength  from  tee  to  green  is 
undeniable,  but  what  makes  him  the 
favorite  at  Augusta  this  year  is  that  he, 
more  tlian  anyone  else,  can  get  red-hot 
with  the  putter  when  he  needs  it  the 
most.  Of  course,  nobody  will  roll  over 
and  play  dead  for  Tiger,  least  of  all  Olaza- 
bal.  He  lacks  Woods's  power,  but  com- 
pensates with  crisp 
iron  play,  a  deft 
short  game  and 
plenty  of  tough- 
ness. Don't  be  sur- 
prised to  see  him 
contend  again. 

Love  has  had 
several  near  miss- 
es in  his  home 
state.  He  also  tied 
for  second  in  1995 
and  has  cracked 
the  Top  10  in  tour 
ol  the  last  five 
years.  The  key  for 
him  is  putting.  If 
his  Hal  slick  gets  hot.  Love  \S 
m  >re  than  capable  of  winning  his 
second  major  title. 

Naturally,  Norman  will  again 
be  .i  sentimental  favorite.  The 
shark  gave  everyone  a  thrill  last 
year,  bouncing  back  from  shoul- 
der surgery  to  finish  third.  \l  15, 
Norman  doesn't  have  main 
more  realistic  chances  to  win  at 
Augusta  Then  again.  Jack  Nick- 
Laus  pulled  it  off  at  46  .  .  so 
why  not  Norman7 

Other  names  to  watch  include 

Fred  Couples,  Ernie  Els,   \> >m 

Lehman,  Nick  Price,  stew  l-lking- 

ton  and  the  major  wannabes — 

David  Duval,  Phil  Mickelson, 

Colin  Montgomerie  and  Lee  \\c-m 

wood  All  haw  the  talent  to  break 

through,  especially  Mickelson, 

who  snapped  Woods's  streak  at 

Buick  Invitational. 

i  victorj  did  wonders  for  Mickel- 

confidence.  Mter  tailing  to  win  last 

foi        first  time  in  six  years,  "Lefty" 

it  to  the  game  and  it 

,;i  and  touch  are  ldc.ilK 


suited  for  Augusta,  and  he  is  overdue  to 
bag  one  of  the  Big  Four.  "It  was  impor- 
tant for  me  to  go  head-to-head  against 
the  best  player  in  the  world  and  know  I 
could  beat  him,"  said  Mickelson  after  his 
win  at  Torrey  Pines.  "There's  only  one 
way  to  get  better  and  that's  to  go  head-to- 
head  with  Tiger." 

To  a  man,  players  concede  that 
Woods  has  raised  the  bar.  Whether  it's 


says  youngster  Sergio  Garcia  of  Spai 
who  tied  for  38th  and  was  low  amatet 
last  year  in  his  first  look  at  the  azale 
and  dogwoods,  and  could  challenge  th 
year.  "He  is  a  great  player  and  he  is  d 
ing  everything  right." 

"Obviously,  Tiger  is  forcing  everybcx 
to  play  at  a  whole  other  level,"  says  Mic 
elson,  who  credited  an  aggressive  a; 
proach  for  his  victory  at  the  Buick.  "If  yc 

Perennial  contender  Greg  Norman 
(left)  fell  just  short  in  his  '99  Masters 
bid;  he  will  be  joined  in  the  hunt  this 
year  by  fellow  Aussie  Aaron  Baddelej 
an  amateur  making  his  first  Augusta 
appearance. 


ROB  BROWN/MILLER 


Pebble  Beach  or  Augusta  National,  most 
know  they  have  to  go  low  or  be  left  in 
his  wake.  "Its  different  when  Tiger  is  in 
the  field  because  1  know  l  haw  to  play  a 
little  better  than  in  another  tournament," 


expect  to  compete  with  him,  you  jt 
have  to  have  a  different  mindset  to  she 
a  lower  score  and  not  limit  yourself." 

Look  for  Mickelson  and  others 
adopt  a  similar  all-out  strategy  at  Augu! 
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The  Range  Rover.  Anything  less,  is. 


ie  gras  again?"  "Do  we  have  to  sit  in 
skybox?"  and  "I  settled  for  the 
lge  Rover"  are  comments  you'll  never 
ir.  Because  there  are  some  things 
>ple  can't  get  enough  of. 
Like  the  Range  Rover's  smoother- 
n-silk  ride,  courtesy  of  its  electronic 
suspension  and  permanent  four-wheel 
e.  And  the  14-gauge  boxed  steel 
ne,  and  driver  and  front-passenger 


side  airbags,  which  make  you  feel  as  safe 
as  a  knight  in  a  suit  of  armor. 

( )n  top  of  that,  the  Range  Rover  has 
dual  climate  controls,  10-way  power 
adjustable  leather  seats,  and  a  12-speaker, 
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RANGE  ROVER 


six-disc  CD  auto-changer  audio  system. 

A  vehicle  this  capable  and  luxurious  is 
fit  for  a  king.  Which  explains  why  there's 
been  a  Land  Rover  in  the  Royal  Family 
since  1948.  So  for  more  information,  visit 
us  at  www.Best4x4.LandRover.com  or 
calll-80()-FL\E4\VD. 

After  driving  a  Range  Rover,  you'll  find 
it  difficult  to  drive  anything  else.  Because 
sometimes  only  the  foie  gras  will  do. 


Always  use  your  seacbelcs.  SRS/airbags  alone  do  not  provide  sufficient  protection. 
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Woods  could  run  the  table,  especially  if 
the  fairways  are  firm.  But  if  that's  the  case, 
don't  be  surprised  to  see  players  take 
more  chances  to  keep  up.  Barring  rain 
and  wind,  look  for  last  year's  8-under-par 
winning  score  of  280  to  be  obliterated. 

Woods  has  been  pointing  toward  die 
first  rite  of  spring  since  the  start  of  the 
year  and  is  on  a  mission.  If  he  plays 
well,  the  tournament  could  turn  into  a 
one-man  show  and  everybody  knows  it. 

"The  impact  he  has  had  and  continues 
to  have  is  amazing,"  says  Duval.  "I  feel 
very  lucky  to  be  a  part  of  the  game  right 
now.  Tiger  is  sort  of  viewed  as  outside 
of  our  game  right  now." 

Adds  Els.  "He's  leading  the  way,  show- 


Other  contenders  this  year 
include  (from  top)  1994 
runner-up  Tom  Lehman, 
Scotland's  Colin  Montgomerie, 
who  came  in  11th  last  year, 
and  three-time  top- 10  finisher 
Phil  Mickelson. 


ing  the  way  for  other  players  to  follow 
He  motivates  me,  makes  me  want  to  trj 
to  get  my  game  to  a  higher  level." 

When  Woods  first  joined  the  Tour.  h( 
caught  flak  from  fellow  competitors  fo. 
saying  he  felt  proud  of  himself  for  win 
ning  without  his  best  game.  Many  wen 
offended  and  felt  he  was  too  cock)'  fo 
his  own  good. 

As  it  turns  out,  he  was  right.  Couple 

became  a  believer  earlier  this  year  at  th< 

Buick  Invitational.  He  played  wit! 

Woods  the  first  two  rounds  and  the  latte 

struggled  but  still  shot  4-under  and  near 

ly  won.  "Now  I  will  listen  when  he  say 

he  won  a  tournament  without  his  'A 

game,"  says  Couples.  "He's  a  great  play 

er."  And  he  isn't  backinj 

off.  The  only  thing  that  in 

terests  Woods  is  winning. 

"Everything  that  you  sai 
wasn't  quite  possible  he  ha 
pretty  much  done,"  say 
Love.  "I  think  when  you 
confidence  is  running,  any 
thing  is  possible.  It's  goinj 
to  take  somebody  to  stuff 
in  his  face  a  couple  time 
coming  down  the  stretch  tl 
knock  him  off." 

Easier  said  than  done 
With  his  length  and  short  game 
Woods  has  the  ability  to  overpowe 
and  tame  any  course.  When  his  pu 
ter  gets  hot,  all  bets  are  off.  "Let's  bj 
honest,"  says  Duval.  "He's  doin 
some  tilings  all  of  us  wish  we  wer 
doing.  It's  neat  stuff." 

Through  it  all,  Woods  has  rd 
mained  remarkably  humble.  Esp^ 
daily  for  a  guy  who  has  already  be 
come  the  PGA  Tour's  all-tim 
leading  money  winner  in  less  tha 
four  full  years  as  a  professional, 
hasn't  flaunted  his  success  or  rubbe 
it  in  anybody's  face. 

So,  how  do  his  peers  avoid  liein 
swept  up  in  Tigermania  IP  Leave 
to  Olazabal.  the  wily  veteran,  t 
come  up  with  a  novel  approach: 
I  have  to  do  Is  look  someplace  el> 
when  he  is  teeing  off." 


Visit  The  Masters  online  at 
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Sample  LINKS-  The  Best  of  Golf  at  no  cost  and  under  no  obligatioj 


Experience  LINKS"  Absolutely  Free 


MANY  GOLFERS  have  discov- 
ered a  different  golf  magazine 
than  the  ones  that  offer  instruction. 
Hence  the  growing  popularity  of 
LINKS— The  Besl  of  Golf,  which  is  m 
a  class  by  itself. 

The  editors  of  LINKS  bring  the 
spirit  of  golf  to  life.  The  award-win- 
ning articles  escort  you  down  the 
fairways  of  the  world's  cla  sic 
You'll  become  an  expert  on 
history  and  traditions. 
iews  of  the  majors  are  sim- 


ply the  best.  Legendary  golf  com- 
mentators Jack  Whitaker  and  Ben 
Wright  provide  insightful  analysis; 
while  Nick  Faldo,  with  six  major 
championships  under  his  belt,  writes 
a  regular  column  as  Playing  Archi- 
tecture Editor. 

Above  all,  you'll  see  stunning 
photography  throughout  every  issue. 
The  entire  publication  exudes  quality 
and  impeccable  taste.  Seven  times  a 
year  for  the  past  1 3  years,  a  group  of 
dedicated  employees  has  published 


LINKS.  You  will  get  a  great  deal 
satisfaction  from  reading  LINKS 
The  Best  of  Golf. 

You  cannot  appreciate  this  fine  titl 
from  a  single  issue,  so  the  publish 
has  arranged  for  you  to  receive  eigh 
months  of  LINKS— The  Best  o  • 
Golf  absolutely  free! 
:  To   receive   your  free   eight 
months  (four  issues),  simply  com 
plete  and  mail  the  reply  card.  Oi 
e-mail  your  name  and  address  tc 
vafm(rt  linksmagazine.com 


Putting  on  the  Ritz 

With  the  luxury  market  white-hot,  Ritz-Carlton's  Horst  Schulze  has 
decided  that  building  new  hotels  is  not  enough.  He's  taking  the  Ritz 
name  into  condos,  golf  courses— maybe  even  cruise  ships. 


Y  PETER  SPIEGEL 

PENTHOUSE  3A  ON  THE  1 1TH  FLOOR 
of  the  new  Ritz-Carlton  in 
Northwest  Washington,  D.C.  is 
till  a  mess  of  wires  and  cement  dust, 
ut  the  5,100-square-foot  duplex — 
nth  stunning  views  of  the  National 
iathedral  and  Georgetown  Univer- 
ty — has  already  seen  its  price  jump 
vice  since  it  went  on  the  market  last 
oring.  And  demand  is  so  strong 
vlichael  Jordan  is  looking  at  the  pent- 
ouse  down  the  hall),  that  the  devel- 
pers  are  expecting  yet  another  price 
ike  this  summer.  For  now,  though, 
le  place  can  be  yours  for  a  measly 


$2.8  million,  or  $550  per  square  foot. 

So  what's  the  Ritz-Carlton  doing 
selling  high-end  condos  in  downtown 
Washington?  It's  part  of  a  multipronged 
move  by  President  Horst  Schulze  to  take 
the  once-staid  hotel  company,  which  can 
trace  its  roots  back  104  years  to  the  sto- 
ried Ritz  Hotel  in  Paris,  into  new,  fast- 
growing  lines  in  the  luxury  business. 

In  addition  to  the  ten 
residential  complexes 
under  way,  Ritz  will  be 
opening  five  golf  courses, 
two  time-share  develop- 
ments and  spas  adjacent 
to  more  than  half  of  its 


hotels.  Schulze  is  also 
moving  into  private- 
dining  clubs  and  is  even 
in  discussions  with  a 
cruise  ship  company 
about  running  his  own 
line  of  floating  resorts. 
"If  it  is  service,  and  it's 
our  customer,  we  are 
ready  to  explore  it,"  says 
Schulze. 

It's  a  risky  move  for 
the  ebullient  German, 
who  has  compulsively — 
even  fanatically — culti- 
vated the  Ritz-Carlton 
name  since  joining  the 
$1.4  billion  (1999  sales) 
Adanta-based  company 
17  years  ago.  But  while 
Ritz  executives  are 
clearly  concerned  about 
diluting  the  Ritz  name, 
Schulze  thinks  it's  a  risk 
he  can  manage.  Indeed, 
if  there's  anyone  who 
can  extend  a  brand 
without  watering  it 
down,  it  is  Schulze,  a 
dapper,  exceedingly  energetic  59-year- 
old  who  started  in  the  hotel  business  as 
a  busboy  in  a  resort  town  outside  Bonn 
and  is  obsessive  about  maintaining 
the  luxury  image.  The  company 
is  constantly  polling  guests,  meeting 
planners  and  employees,  and  com- 
missioning monthly  reports  from 
J.D.  Power  &  Associates  to  gauge 


"If  it  is  service,  and  it's 
our  customer,  we  are 
ready  to  explore  it." 
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Ritz's  service  performance. 

Each  new  employee  undergoes  a 
monthlong  "certification"  program 
plus  310  hours  of  training  classes.  Each 
must  be  "recertified"  annually,  a 
process  that  includes  another  125  hours 
of  class  work.  This  is  more  continuing 
professional  education  than  some  brain 
surgeons  get. 

There's  more.  Every  morning  at 
every  Ritz  hotel  around  the  world 
(there  are  now  35)  all  employees  go 
through  a  15  minute  "lineup,"  where 
they're  drilled  on  topics  that  change 
every  week,  from  food  safety  to  non- 
verbal communication  and  friendli- 
ness. The  training  program  helped 
Schulze  win  his  second  Malcolm 
Baldrige  quality  award,  given  by  the 
Commerce  Department,  in  February, 
making  him  the  only  hotelier  to  win  the 
honor  twice. 

The  formula  now  is  to  apply  two  as- 
sets— a  knowledge  of  luxury  customers 
and  the  well-honed  training  pro- 
gram— to  other  business  lines.  Capital 
will  not  be  a  problem;  as  in  the  hotel 
business,  so  in  condo  development, 
Ritz-Carlton  will  be  a  fee-collecting 
management  firm  that  doesn't  own  the 
real  estate.  (In  the  time-share  division, 
however,  Ritz's  parent,  Marriott  Inter- 
national, will  be  the  lead  equity  partner, 
owning  and  developing  the  real  estate.) 
It's  a  splendid  business  for  Ritz:  guaran- 
teed revenue  streams,  in  the  form  of 
management  fees  and  a  cut  of  all  sales, 
with  almost  all  the  risk  being  shoul- 
dered by  developers. 

Ritz-Carlton  won't  have  the  new 
lines  of  business  all  to  itself.  The  chain's 
prime  competitor  in  the  luxury  hotel 
business,  Toronto-based  Four  Seasons, 
is  ahead  in  expanding  into  residential 
developments,  golf  management  and 
time-shares.  Four  Seasons  opened  its 
first  time-shares  in  Carlsbad,  Calif,  in 
1997,  and  it  already  has  a  condo  com- 
plex in  Houston.  While  Kit/  apartments 
are  currently  being  built  exclusively  in 
>s.,  Four  Seasons  is  taking  them  to 
ndria,  Egypt  and  the 

But  to  Schulze,  rapid  expansion  in 
new   busi  is  not   necessarily  a 
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virtue.  The  slow-growth  approach  is  a 
lesson  he  learned  the  hard  way. 

While  Ritz-Carlton's  lineage  goes 
back  to  famed  hotelier  Cesar  Ritz — 
who  opened  the  Ritz  in  Paris  in  1898 
and  the  Carlton  Hotel  in  London  a  year 
later — its  modern  incarnation  dates 
back  only  to  1983,  when  reclusive  At- 
lanta developer  William  B.  Johnson 
bought  the  Ritz-Carlton  in  Boston.  At 
the  time,  the  Boston  Ritz  was  one  of  the 
only  Ritz  hotels  left  in  the  U.S.,  but,  im- 
portantly, it  came  with  the  Ritz-Carlton 
naming  rights. 

Johnson  brought  on  Schulze  to  head 
the  management  end  of  the  operation, 
and  then  proceeded  to  leverage  his  de- 
velopment company  to  the  hilt,  build- 
ing Ritz  hotels  at  a  rapid  clip.  When  re- 
cession hit  in  the  early  1990s,  Johnson 
was  left  with  21  hotels,  only  eight  of 
which  were  more  than  two  years  old.  In 
a  business  where  it  takes  about  three 
years  to  produce  enough  operating  in- 
come to  cover  your  mortgage  pay- 
ments, Johnson  suddenly  found  him- 
self in  dire  straits.  A  number  of  Ritzes 
were  foreclosed  on;  even  the  flagship 
Boston  Ritz  was  put  up  for  public  auc- 
tion in  1998. 


►  By  the  Numbers 

More  Ritz  Bits 

In  addition  to  its  new  condos,  time- 
shares  and  golf  courses,  Ritz-Carlton 
is  also  on  a  hotel-building  binge. 


new  hotels  will  be  added  to  the 
chain  in  the  next  two  years. 

of  the  new  hotels  will  include  The 
Residences  at  The  Ritz-Carlton,  the 
company's  high-end  condos. 

Ritz-managed  golf  courses  will  be 
opened  in  the  next  three  years;  the 
first  one  debuts  in  Jamaica  this 
summer. 

private  dining  clubs  are  now 
managed  by  Ritz;  the  company  is 
looking  to  add  more. 

Ritz-Carlton  Club  time-shares  are 
under  construction  in  Aspen,  Colo, 
and  St.  Thomas,  V.I. 


The  effect  of  Johnson's  setback  was 
twofold:  First,  he  was  forced  to  sell 
49%  of  the  Ritz-Carlton  management 
arm  to  Marriott  in  1995  for  $200  mil- 
lion in  cash  and  assumed  debt  (Mar- 
riott has  since  acquired  the  rest  of  the 
company).  Second,  it  made  Horst 
Schulze  a  very  cautious  businessman 
"I  never  want  to  jump  in,"  he  says.  I 
want  to  do  it  very  slowly  and  carefully, 
improve  the  processes,  until  it  is  betti 
than  anybody  else." 

It  helps  that  Schulze  now  has  th 
backing  of  what  more  than  one  execu 
tive  calls  "big  Mother  Marriott,"  lend 
ing  financial  credibility  and  expertise 
For  instance,  Robert  Phillips,  who  over 
sees  Ritz's  time-share  business,  move 
over  from  Marriott's  time-share  opera- 
tion two  years  ago. 

And  although  Schulze  is  benefiting 
from  the  best  economic  conditions  in  z 
generation,  he's  also  riding  a  demo 
graphic  wave.  With  baby  boomers  ir 
their  prime  earning  years,  the  amount 
they  are  likely  to  spend  on  luxury  hous 
ing  and  entertainment  will  only  in- 
crease. "This  is  not  a  fad  driven  b) 
today's  boom,"  says  Christopher  Jef- 
fries, the  New  York  developer  whose 
Millennium  Partners  is  building  five  ol 
Ritz-Carlton's  new  hotel  and  residence 
complexes.  "It's  driven  by  something! 
more  powerful  . . .  that's  just  going  tc 
continue." 

If  condo  sales  are  any  indication 
this  powerful  force  could  play  out  quite 
well  for  Schulze.  As  in  Washington 
D.C.,  the  residences — the  first  of  the 
new  Ritz  businesses  to  be  fully  rollec 
out — have  been  selling  like  gangbuster; 
elsewhere.  In  Vail,  Colo,  there  were 
more  than  100  bids  for  the  22  units  ir 
the  new  Ritz-Carlton  on  the  first  da) 
they  went  on  sale — for  $940  per  square 
foot,  the  highest  in  the  Vail  Valley.  Ir 
Sarasota,  Fla.  the  condominiums  were 
sold  out  in  three  weeks,  with  a  waiting 
list  two  deep  for  each  unit,  even  before 
Schulze  broke  ground. 

To  Schulze,  the  rapid  pace  of  sales  i: 
all  that  needs  to  be  said  about  the 
power  of  the  Ritz-Carlton  name:  "Tha 
ends  [any  need  to  explain]  the  value  o 
our  brand."  I 


Around  the  world,  the  future  of  Visual 
technology  looks  bright  with  ViewSonic 


Welcome  to  the  Visual  Revolution™ 

We  have  entered  the  new  information 
economy.  Where  demand  for  niched 
content,  e-commerce.  business 
information  and  entertainment  will 
be  supplied  through  a  variety  of 
visual  and  communication  products 
and  services  from  ViewSonic. 

ViewSonic  is  leading  the  visual 
technology  revolution  with  OptiSync 
digital  displays  and  networked 
internet  appliances  designed  for  B2B 
and  B2C  commerce.  Web  telephones 
delivering  the  ultimate  communications 
experience  both  in  voice  and  across 
the  world  wide  web. 

ViewSonic,  the  #1  best  selling 
monitor  and  display  company  in  the 
USA*  is  working  hard  to  lead  the 
visual  technology  revolution  in  the 
information  economy.  Welcome  to 
the  Visual  Revolution1.'' 

For  more  information  visit: 
www.ViewSonic.com 


The  Visual  Technology  Company1 


(800)  888-8583  •  Specrlications  subject  to  change  without  notice.  •  Copyright  ©  2000.  ViewSonic  Corporation  •  Corporate  names  and  trademarks  stated  herein  are  the  properly  ot  their  respective  companies. 
>  •ViewSonic  ranks  as  United  States  #1  best  selling  Hal  pane!  display  and  the  leading  non-captive  monitor  brand  by  Stanford  Resources,  Inc.  (Flat  Panel  Monrtrak.  03  99  and  Momtrak  03  99).  •  All  rights  reserved. 


Crossing  Amazon 

Powells.com  does  it  differently  from  other  Web 
booksellers— and  somehow  turns  a  tidy  profit. 


BY  ADAM  L.  PENENBERG 

A  FOUR-HOUR  DRIVE  SOUTH  ON  1-5 
from  Seattle,  where  Amazon 
reigns  supreme,  lies  Powell's 
Books  in  Portland,  Ore. — 175  miles 
away  and  a  world  apart. 

Amazon.com  plows  tens  of  millions 
of  dollars  into  marketing;  Powells.com 
finds  it  hard  to  spend  hundreds  of 
thousands.  Amazon  is  a  digital  strip 
mall  branching  beyond  books  into 
music,  DVDs,  electronics  and  toys.  Pow- 
ell's sticks  with  books,  and  mostly  used 
ones  at  that.  Amazon  started  as  a  Web 


outlet  barely  five  years  ago,  while  Pow- 
ell's at,  age  30,  is  a  beloved  Portland 
landmark  for  booklovers  everywhere. 

But  Powell's  biggest  asset  may  lie  in 
what  it  isn't:  It  ain't  Amazon,  and  so  it 
attracts  a  slice  of  Web  customers  who 
detest  corporate  gigantism  and  cozy  up 
to  Powell's  intimate,  independent  feel. 

"Our  ad  budget  will  be 
$200,000,  but  we  don't 
expect  to  spend  it  all." 


That  sentiment — and  a  bare- 
bones  ad  budget,  a  focus  on 
used  copies  and  a  willingness 
to  stay  small — lets  Powell's 
do  something  Amazon  has 
not:  turn  a  profit. 

Michael  Powell,  the  59- 
year-old  founder,  says  his  path 
into  the  black  owes  as  much  to  necessity 
as  to  strategy.  "When  you  have  a  smallish 
to  midsize  company,  you  have  to  have  a 
plus  on  your  finance  sheets,"  he  says. 
Powell's  online  profit  is,  at  most, 
$500,000  on  $10  million  in  sales.  But  if 
Amazon  had  managed  that  margin,  it 
would  have  earned  $80  million  last  year;  j 
it  lost  $720  million. 

With  seven  bookstores  and 
1.3  million  volumes,  Powell's 
rings  up  annual  sales  of  $50 
million,  including  the  online 
piece.  Powells.com  started  in 
1994,  a  year  ahead  of  Amazon. 
At  $  1 .6  billion  a  year,  Amazon 
has  sales  of  $213,000  per  em-  I 
ployee — compared  with 
$232,000  for  Powell's  online 
business  with  a  staff  of  just  43 
The  Web  site  gets  30,000  visi- 
tors a  day  and  1 ,000  or  so  buy 
ers.  Average  order:  $35.  Some 
80%  of  its  Web  sales  are  of 
used  books,  which  it  buys  for  a 
pittance  and  marks  up  heav 
ily.  The  margin  on  used  books 
runs  as  high  as  66%,  versus 
40%  on  new  titles.  Steep  dis- 
counting, endemic  to  Ama- 
zon, is  not  necessary. 

And  while  Amazon  aims  at 
the  masses,  Powells.com  woos 
the  literati.  Amazon  touts  such 
fare  as  The  Death  of  Innocence 
by  John  and  Patsy  Ramsey  and 
the  Oprah  Winfrey  reading 
list.  At  Powell's,  employees  rec- 
ommend Milan  Kundera's 
The  Unbearable  Lightness  of 
Being  or  The  Marx  Famil 
Saga  by  Juan  Goytisolo,  pub 
lished  by  the  small  imprin 
that  gave  us  Jack  Kerouac  and 
Allen  Ginsberg. 

Michael  Powell  founded 
his  first  bookstore  in  Chicagi 
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VAN  K  THARP 

in  1970  while  pursuing  a  Ph.D.  in  polit- 
ical science  at  the  University  of 
Chicago.  He  left  school  without  his 
doctorate  and  left  Chicago  in  1980,  re- 
taining a  50%  stake  in  the  store,  which 
still  bears  his  name.  He  moved  back  to 
his  home  city  of  Pordand,  where  his  fa- 
ther had  opened  a  similar  oudet. 

Online,  low  overhead  is  critical:  35 
people  fill  orders,  4  develop  site  features 
and  4  do  the  programming.  Ad  spending 
for  1999  was  1%  of  sales.  Amazon,  by 
some  estimates,  spent  more  than  $160 
million,  or  10%  of  sales.  And  while  Ama- 
zon splashes  ads  all  over  the  Web,  on 
television  and  in  print,  Powell's  sticks  to 
intellectual  Weblets  such  as  those  of 
Mother  Jones  and  the  Utne  Reader. 

"Our  ad  budget  this  year  will  be 
more  than  $200,000,  but  we  don't  ex- 
pect to  spend  it  all,"  says  Web  producer 
David  Weich. 

One  of  Powell's  most  important 
suppliers,  surprise,  is  Amazon.  Last  year 
Powell's  bought  100,000  volumes, 
mostly  returns,  from  Amazon  for  22% 
of  list  price,  which  it  sells  as  used  (at  a 
hefty  markup).  It  works  the  other  way, 
too:  Many  out-of-print  books  sold 
through  Amazon  come  from  Powell's. 

The  next  big  market:  textbooks.  In 
the  past  Powell's  sold  used  textbooks 
to  university  bookstores  for  25%  of 
the  cover  price,  but  it  began  selling  di- 
rectly to  students  after  other  book- 
sellers started  doing  the  same.  The  first 
batch  of  2,000  titles,  many  of  them 
with  a  $70  list  price,  sold  quickly.  The 
goal:  to  pay  20%  of  list  and  sell  them 
for  60%.  The  problem  is  finding 
enough  of  them. 

Powell's  has  a  million  volumes  in  its 
main  store,  with  an  additional  350,000 
off-site,  all  available  online.  It  has  leased 
80,000  square  feet  of  warehouse  space 
to  store  up  to  2  million  volumes. 

The  site  may  be  a  moneymaker,  but 
don't  expect  it  to  go  public  anytime 
soon.  That  would  be  positively  un- 
Portland:  "I  don't  want  the  site  to  grow 
too  fast;  it  would  stress  out  my  staff," 
says  Powell,  who  discourages  them 
from  working  more  than  40  hours  a 
week.  "We  put  a  lot  of  emphasis  on 
quality  of  life  around  here."  F 
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Your  brand  is  your  baby. 


(Better  keep  an  eye  on  it.) 


It's  tough  to  keep  consistency  in  your  brand,  especially  when  it's  global.  But  with  magnifi.net, 
you  have  complete  control  over  every  aspect  of  your  brand  from  any  desktop,  or  laptop.  In 
seconds,  you  can  align  your  team  on  a  campaign,  rough  cut,  logo,  promotion  or  any  other 
marketing  project.  All  you  need  is  the  internet  browser  you're  using  now.  So  start  taking  better 
care  of  your  baby  with  magnifi.net.  Because  left  out  there  in  the      ^^Z-~  'C 

big  world  unsupervised,  you  never  know  what  can  happen  to  it       V^~>    ITiclgniri.ricL 

©  2000  Magnifi,  Inc.  For  more  information  call  us  at  1-800-301-0040  or  go  to  www.magnifi.net  Everyone  On  the  Same  page. 


Wanted: 
Dead  or  Alive 

Going  public  has  uncovered 
an  embarrassment— insurers  have 
lost  thousands  of  policyholders  and 
owe  millions  in  unpaid  benefits.  So 
public  officials  smell  blood. 


BY  CARRIE  COOLIDGE 

SOMETHING'S  MISSING  AT  JOHN 
Hancock:  400,000  policyholders. 
That's  14%  of  the  insurer's  entire 
clientele.  And  10%  to  15%  of  them  are 
dead,  the  company  estimates.  So  Han- 
cock has  set  aside  $62  million  to  cover 
the  claims,  once  it  finds  the  beneficiaries. 

While  the  policies  in  question  aren't 
large — many  carry  a  face  value  of 
$1,000 — the  sheer  number  of  them  has 
state  insurance  commissioners  and 
other  officials  in  full  populist  cry.  "In- 
surance companies  bear  a  responsibility 
for  keeping  track  of  their  customers," 
proclaims  Florida  Insurance  Commis- 
sioner Bill  C.  Nelson. 

Why  is  this  predicament  coming  to 
the  fore  now?  Hungry  to  tap  the  capital 
markets  in  a  consolidation-minded  age, 
large  mutual  insurance  companies  are 
going  public.  That  means  they  must  dis- 
close all  manner  of  troubles  they  used  to 
keep  locked  in  the  basement.  "It's  been  a 
problem  for  150  years,"  says  Joseph 
Belth,  professor  emeritus  of  insurance 
at  Indiana  University,  of  the  missing- 
customer  mess.  "It  just  didn't  hit  the  fan 
until  Hancock." 

In  December  Hancock,  the  first  of 
these  monster  insurers  to  go  public,  laid 
out  the  financial  impact  of  the  dilemma 
in  a  Securities  &  Exchange  Commission 
filing.  Boston-based  Hancock's  quandary 
did  not  escape  the  notice  of  Massachu- 
ibitious  secretary  of  the  com- 
William  Galvin.  He 
launc  kiss  ng  cus- 

tomers."] wanted  to  make  sure  individ- 
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uals  got  what  they  were  en-  ^t 
titled  to,"  declares  Galvin.      ^H 

Following   Massachusetts' 
lead,  Florida  and  five  other  states 
have  announced  investigations: 
Connecticut,  Iowa,  Maine,  New 
Hampshire  and  Rhode  Island. 

More  will  follow. 

"If  regulators  really  make  hay  with 
this,  they  can  create  a  lot  of  bad  public- 
ity and  noise,"  says  one  insurance  ana- 
lyst, who  doesn't  want  to  be  named  for 
fear  of  offending  potential  investment 
banking  clients  among  insurers.  "In- 
vestors don't  like  controversy,  especially 
when  an  insurance  company  is  tied  up 
with  regulators.  This  could  be  extremely 
disruptive." 

Metropolitan  Life,  set  to  go  public 
in  April,  admits  it  doesn't  know  the 
whereabouts  of  600,000  of  its  1 1  mil- 


Missing  in  Action 

Insurers  have  misplaced  a  whole  load 
of  policyholders  from  their  ranks. 


Total  value  of  life 
insurance  policies  held  in  the  U.S. 


Number  of  life 
ies  in  existence. 


Total  value  of 
burial  policies  held  in  the  U.S. 


Number  of  burial 
policies  in  existence. 

All  figures  are  for  1998 

Source-  American  Council  of  Lite  Insurance 


lion  policyholders.  Industry  leader  Pru- 
dential, planning  a  likely  conversion 
next  year,  fesses  up  to  losing  track  of 
policyholders,  too,  and  has  been  swept 
into  the  investigations.  Pru  is  keeping 
its  count  of  MIAs  secret. 

A  secret?  Attitudes  like  that  are  grist 
for  the  companies'  politician-adver 
saries,  who  are  pros  at  self-righteous 
public  posturing. 

In  that  spirit,  the  officials  are  racin; 
to  find  policyholders  before  the  insurers 
do.  Florida's  Nelson  knocks  the  compa- 
nies for  not  combing  through  publi 
records  diligently.  Using  motor  vehid 
registrations  and  other  such  data,  h 
crows,  Florida  thus  far  has  found  4,60( 
MetLife,  2,800  Hancock  and  4,400  Pru 
policyholders. 

Secretary  Galvin's  troops  scannec 
voter  registration  records  to  find  16,0GX 
deceased  Hancock  policyholders  ir 
Massachusetts.  That  will  eat  up  as  mud] 
as  40%  of  the  amount  Hancock  allotte 
for  outstanding  benefit  claims.  Galvit 
also  located  30,000  Hancock  policy 
holders  in  his  state  who  are  still  living 
They're  each  entitled  to  cash  compensa 
tion  or  stock  from  Hancock's  January 
public  offering,  worth  at  least  $289. 

The  insurers  say  they  are  employinj 
every  means  available  to  locate  th« 


-low  did  Dad 


How? 


Know  everyone's  name. 
Cater  to  everyone's  taste. 
Be  in  ten  places  at  once. 
Deliver  day  and  night. 


How'd  he  do  that. 


.without  the  Internet? 


To  discover  business-to-buslness  solutions  that  let  you  bring  the  spirit  and  service  of  yesterday's 
ands-on  customer  management  into  today's  high-speed  Internet  environment,  visit  the  Cisco  Resource 
etwork  tor  growing  businesses  at  www.cisco. com/go/resource.  It's  what  Dad  would  do. 

Cisco  and  the  Internet.  It's  where  businesses  to  to  aro 


Cisco  Systems 


Empowering  the 
Internet  Generation" 


■Missing  Policyholders 


Prudential,  eyeing  going  public,  is  keeping 
this  number  of  missing  policyholders  secret. 


missing.  Pru,  for  instance,  has  hired  pri- 
vate eyes;  MetLife  contends  it  has  had 
investigators  on  the  case  for  a  decade. 
Massachusetts'  Galvin  has  criticized 
Hancock  for  relying  on  credit  card 
records  because  most  missing  policy- 
holders are  dead  or  elderly.  Hancock 
has  since  expanded  its  search  to  other 
databases. 

Damned  if  you  do,  damned  if  you 


don't.  Hancock  placed  newspaper  ads 
to  find  the  missing.  Not  good  enough 
for  Susan  Bysiewicz,  Connecticut's  sec- 
retary of  the  state:  She  says  Hancock's 
ads  in  USA  Today  and  the  New  York 
Times  didn't  work  because  "most  peo- 
ple in  Connecticut  don't  even  get  these 
papers."  What  about  the  Hancock  ad  in 
the  home-state  Hartford  Couranft  Too 
small  to  notice,  says  Bysiewicz. 


How  did  the  insurers  get 
in  this  fix?  Years  ago  they  sold 
tiny  policies,  just  enough  to 
cover  burial  costs,  and  often 
peddled  them  door-to-door 
with  premiums  personally  collected  by 
agents  every  week.  They  exited  this  low- 
end  market  in  the  1960s,  figuring  there 
was  no  way  to  cover  their  overhead. 
Generously,  they  forgave  all  remaining 
premiums  and  considered  the  policies 
paid  for.  But  without  steady  payments 
coming  in,  the  companies  lost  touch 
with  customers.  That's  what  you  get  for 
being  nice.  F 


Return 
to  Sender 

A.R.  Tandy  proves  that 
you  can  take  the  boy 
out  of  Tandy,  but  you 
can  never  take  the 
Tandy  out  of  the  boy. 


BY  KELLY  BARRON 

IT'S  NO  SECRET  THAT  PLENTY  OF 
overwhelmed  dot.coms  bungled  their 
shipments  this  holiday  season,  typi- 
fied by  the  one  that  sent  two  dozen  dec- 
orative bottles  to  a  customer  who  or- 
dered one  dozen,  then  demanded  that 
she  pay  the  return  postage  on  the  extra 
bottles. 

But  the  snafus  were  a  blessing  in  dis- 
guise for  Alfred  (A.R.)  Tandy.  For  Tandy, 
who's  been  struggling  for  20  years  to 
market  a  shipping  software  system,  this 
was  the  Christmas  that  keeps  giving. 

If  the  name  sounds  familiar,  it  is. 
The  nephew  of  Tandy  Corp.  founder 
Charles  Tandy,  this  Tandy  runs  some- 
called  TanData.  TanData's  soft- 
among  a  dizzying  array  of 
tnd  methods  of 
trans]  up  with  the 

cheapest  wa)  to  send  packages.  Then  it 
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automatically  spits  out  the 
shipping  labels  to  speed  the 
packages  along. 

But  until  now,  Tandy, 
48,  has  been  selling  his  oth- 
erwise prosaic  concept 
with  mixed  success.  Early 
on,  Tandy  had  little  luck 
separating  prospects  from 
their  old  habit  of  having 
shipping  clerks  manually 
look  up  shipping  rates  on 
packages  sent  across  vary- 
ing distances  using  differ- 
ent carriers.  Then  big  ship- 
pers such  as  United  Parcel 
Service  and  FedEx  devel- 
oped their  own  software 
for  packages  sent  within 
their  systems,  and  handed 
it  out  free.  But  with  ship- 
ping suddenly  becoming 
the  critical  link  in  the  on- 
line retailing  economy, 
TanData's  software  is  gain- 
ing a  wider  audience 
among  companies  such  as 
Dell  Computer,  W.W. 
Grainger  and  nascent  e- 
tailers  such  as  Drinks.com, 
a  seller  of  booze. 

"It's  been  a  lethargic 
evolution,"  deadpans  Tandy,  who  toils 
in  a  nondescript  Tulsa,  Okla.  office 
building  obscured  by  a  strip  mall  that 
houses  a  Fajita  Rita's  and  the  Abundant 
Life  Church.  He  confidently  predicts 
that  sales  will  triple  this  year,  to  $10 


million,  and  finally  put  his  privately 
held  firm  in  the  black. 

It's  been  a  long  time  coming  since 
his  days  of  managing  a  Radio  Shack  in 
Fort  Worth,  Tex.  for  his  Uncle  Charles 
{never  Charlie),  an  intimidating,  cigar- 
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FOR    150    YEARS,  WE'VE    DEFINED    STYLE. 

Now  we're  giving  it  a  sense  of  rhythm. 


Johnston  &  Murphy  proudly  marks  its  150th 
anniversary  through  a  partnership  with 
Jazz  at  Lincoln  Center.  From  April  9th  - 
May  19th,  2000,  Johnston  &  Murphy  will 
support  the  Lincoln  Center  Jazz  Orchestra 
with  Wynton  Marsalis  as  they  take  style 


>ln  Center 


more  information  on  tour  dates,  visit 
www.jazzatlincolncenter.org. 


Johnston  &  Murphy 


150     YEARS     OF     STYLE 


hnstonmurphy.com 
/  Y      0      R 
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Mailing 
Lists 


Business  Lists: 

Over  11  Million  Businesses 

Select  by  Type  of  Business.  Employee 
Size  &  Sales  Volume  for  any  ZIP  Code, 
County,  City  or  State. 

Consumer  Lists: 

Over  195  Million  Consumers 

Select  by  Age.  Income,  Household  Value 
&  More. 

Business  Credit  Reports 

only  s5.00  each! 
Also  Available, 

Monthly  Updates! 


Over  2  Million  Customers 
Can  t  Be  Wrong! 


For  FREE  Catalog  & 
Personalized  Service  Call 

(800)  555-5335 

or  Fax  Us  at:  (402)  331-1505 


Plus,  FREE  Directory  Assistance 

&  National  Yellow  Pages  on 

Our  Web  Site 

www.infollSA.com 
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TanData 


chomping  entrepreneur  who  created 
what's  since  become  a  $4.1  billion 
(sales)  retail  and  electronics  chain. 
When  Charles  Tandy  died  in  1978,  Al- 
fred Tandy  gave  up  a  fledgling  career  at 
his  uncle's  company,  figuring  that  his 
climb  to  the  top  would 
be  arduous  and  that  few 
would  cut  "that  Tandy 
kid"  a  break. 

With  a  cushion  of 
$10  million  in  Tandy 
stock,  he  took  off  for  six 
months  to  captain  a  32- 
foot  sailboat  to  Key 
Largo,  Fla.  When  he  re- 
turned, a  friend  who  ran  an  oil-field 
trucking  outfit  in  Oklahoma  asked  for 
help  with  a  billing  problem.  Tandy, 
who  knew  a  thing  or  two  about  com- 
puters, designed  an  automated  pro- 
gram that  was  a  rudimentary  precursor 
to  TanData.  But  the  system  was  de- 
signed for  a  specialized  industry  and 
wasn't  transferable. 

Then  a  relative  who  ran  a  travel 
business  called  for  his  help  in  shipping 
thousands  of  brochures  to  scores  of 
agents.  This  time  Tandy  designed  a 
computer  program  in  which  the  dis- 
tance, zip  code  and  weight  of  a  parcel 
was  entered,  and  then  a  label  was  au- 
tomatically printed.  Tandy  tried  to  sell 
the  program  as  an  alternative  to  the 
manual  meter  machines  usually  found 
on  warehouse  docks.  Then  he  naively 
took  the  idea  to  UPS,  which  later  hired 
him  as  a  consultant  to  develop  its  own 
shipping  software  based  on  Tandy's 
technology. 

Good  idea,  bad  execution.  TanData 
got  trounced.  Not  only  by  UPS  and 
other  carriers  who  soon  adopted  sim- 
ilar systems — albeit  without  the  com- 
petitive pricing  feature — but  by  sev- 
eral upstarts  within  the  transportation 
industry. 

By  1995  Tandy  slashed  employment 
to  17  employees  from  100,  fired  his  sales 
team  and  shuttered  his  warehouse.  Then 
he  latched  onto  the  potential  of  the  In- 
ternet as  a  way  to  integrate  computer 
systems  within  a  company  with  outside 
suppliers  and  shippers.  He  redesigned 
his  program  for  Internet  applications, 


migrating  away  from  a  dedicated  per- 
sonal computer  and  software. 

This  time  Tandy's  timing  was  better. 
As  Internet  usage  has  grown,  so  has  the 
demand  for  shipping.  He  also  got  an  as- 
sist from  the  Teamsters'  1997  strike 


What's  up  next  for 
TanData?  Helping  online 
retailers  process  those 

aggravating  returns. 


against  UPS,  which  made  companies  re 
alize  they  couldn't  depend  on  just  one 
shipper.  What's  more,  UPS  only  handles 
small  parcels,  yet  many  companies  need 
rate  comparisons  for  heavier  loads. 

UPS,  a  firm  noted  for  its  technologi 
cal  savvy  (FORBES,  Jan.  10),  has  come 
back  to  TanData.  But  Tandy  learned  his 
lesson.  This  time,  in  exchange  for  his 
technology,  Big  Brown  contributed 
some  badly  needed  equity  capital  to 
TanData  in  late  1998.  Hedging  its  betsJ 
UPS  also  has  a  stake  in  IShip.com,  an- 
other business-oriented  shipping  ser- 
vice recently  acquired  by  Stamps.com 

But  TanData  has  a  long-running 
start  against  the  new  entrant.  Ciba  Vi 
sion,  the  Atlanta,  Ga.,  contact  lens- 
maker,  began  using  TanData's  software 
last  fall  so  it  could  offer  more  than  one 
carrier  to  its  customers.  Now,  more; 
than  1,000  times  a  day  TanData's  soft 
ware  figures  out  the  best  rate  and  trans- 
portation for  Ciba's  shipments.  The 
company  expects  TanData's  system  tc 
shave  at  least  35%  off  shipping  costs 

Next  for  TanData?  Helping  online 
retailers  process  returns,  an  aggravating 
process  for  which  they've  earned  a 
richly  deserved  lousy  reputation.  Tandj 
is  working  on  a  system  that  will  alio 
consumers  to  print  out  prepaid  retur 
labels  from  a  Web  site. 

Despite  his  long  struggle,  Tandy  h 
no  regrets  about  leaving  the  famirjj 
legacy. 

Claims  he:  "I'm  much  more  entre 
preneurial."  That's  saying  a  lot  i 
this  case. 
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W  IS  YOUR  COMPANY  INCREASING  PROFITS? 


ther  than  nickel-and-dime  their  employees,  manufacturers  have  significantly  cut  costs  and  increased 
ofits  using  SupplierMarket.com,  a  leading  online  business-to-business  marketplace  for  manufactured 
oducts.  It  is  where  buyers  find  suppliers,  suppliers  bid  for  new  business,  and  employees  save  their 
ange  for  soda.  All  you  need  is  a  Web  browser,  and  the  desire  to  stay  ahead  of  the  competition. 


pple  buy  parts.  People  sell  parts.  This  is  where  they  meet. 


SuppliepMapket.com 


{How  technology  lets  you  experience  Corvette  to  its  fullest  capability} 

Agility,  as  defined  by 
Corvette  with  Active  Handling. 

By  Cheryl  Pilcher,  Corvette  Engineering  Group 


Taking  one  of  the  world's  premier  sports  cars  to 
the  next  level  of  performance  is  not  an  easy 
task,  or  one  we  take  lightly.  Corvette'  owners 
are  enthusiasts,  and  when  we  consider  enhanc- 
ing their  driving  experience,  we  do  so  with  the 


(The  C5  was  designed  from  day  one  to  be  a 
world-class  sports  car  that's  also  a  convertible. 

knowledge  that  we  must  do  exactly  that. 

Esoteric  engineering  exercises  that  result  in  little 

or  no  benefit  to  the  driver  have  no  place  in  the 

Corvette  mission. 


What  Is  Active  Handling? 

Corvette  Active  Handling  is  the  logical  next  step 
in  the  evolution  of  enhanced  chassis  control 
systems  like  ABS  brakes  and  Traction  Control. 
The  available  Active  Handling  System  activates 
when  there  is  a  significant  difference  between 
how  the  driver  intends  for  the  car  to  corner  and 
how  the  car  is  actually  cornering.  Working  with 
the  ABS,  it  automatically  applies  any  of  the  four 
brakes  to  help  actively  control  the  situation.  It 


even  offers  a  separate  competitive  driving  mode 
so  more  experienced  drivers  can  enjoy  the 
dynamic  capabilities  of  Corvette  on  the  track. 

The  Tough  Part,  Really,  Is  the  Human  Part. 
The  thing  we've  learned  about  Corvette 
drivers  is  that  it's  not  only  the  car's 
performance  that  they  love,  but  it's  being 
in  control  too.  Active  Handling  had  to  be 
developed  to  enhance  the  driver's  control 
without  being  intrusive.  Before  we  could 
create  the  algorithms  for  the  software,  we 
had  to  drive  thousands  and  thousands  of 
miles,  anticipating  virtually  every  driving 
situation  imaginable,  not  only  on  dry 
roads,  but  on  wet  and  snowy  roads,  too. 
This  is  what  we  mean  by  the  human  part. 
Computers  are  great.  But  you  have  to  collect 
accurate  data  and  set  up  the  computers 
properly  to  deliver  the  kind  of  driving 
experience  that  a  Corvette  driver  demands. 

Agility  and  Subtlety  for  the  Real  World. 
The  available  Corvette  Active  Handling  System 
offers  amazing  agility  for  the  kinds  of  situations 
you  encounter  in  real-world  driving.  Yet  its  oper- 
ation is  so  sophisticated,  the  chances  are  good 
that  you  will  never  sense  the  system's  activation. 


{Performance  for  performance  sake,  the  hardtop 
is  the  ultimate  Corvette  for  sports  car  purists. 

A  Note  of  Caution: 

The  overall  effectiveness  of  the  Corvette  Active 
Handling  System  is  directly  related  to  available 
tire  traction  and  the  aggressiveness  of  a  given 
maneuver.  Active  Handling  is  designed  to  use  exist 
ing  traction  to  assist  the  driver  —  but  it  cannot 
overcome  tlie  laws  of  physics.  Please  drive  responsibly. 

This  Is  a  Corvette  to  Love. 
You  have  to  drive  the  2000  Corvette  with 
available  Active  Handling  to  appreciate  how 
great  it  really  is.  We  set  out  to  design  the 
ultimate  Vette  for  enthusiasts  and  I  think  we 
knocked  it  out  of  the  park.  We  love  driving  it 
And  we  think  you'll  love  it  too. 

The  Only  Sports  Car 
That  Matters. 


CORVETTE 


7* 


^  .ill  I  s 


HAICmp  Itm-klo  up,  \miTu-.i! 


e)signsfon)theTu)tur 


by     Steven     Cole     Smith 


™ 


'^m 


ow  important  is  the  future  of  the  automobile? 


Important  enough  to  I 
some  6,000  credenti a  led 

alists  to  the  North 
r.fnerican  International 
Auto  Show  (NAIAS) . earlier 
this  year . 


The  NAIA3,  the  nation's  most  presti- 
gious automotive  showcase,  hosted 
dozens  of  new  production  vehicle  intro- 
ductions and  other  chance-taking  con- 
cept vehicles  that  represent  the  varied, 
innovative  future  of  the  industry.  Other 
major  U.S.  auto  shows,  including  those 
in  Los  Angeles,  Chicago  and  New  York, 
as  well  as  shows  on  foreign  soil  such 
as  Geneva,  have  their  share  of  debuts 
as  well.  The  automotive  industry  is 
exceptionally  healthy,  and  that  confi- 
dence is  reflected  in  the  products. 

Of  course,  the  future  doesn't  always 
advertise  itself  with  flash  and  glamour. 
Sometimes  innovation  is  subtle,  hidden 
beneath  the  surface  of  a  conventional- 
looking  exterior.  Sometimes  it's  even 
deeper,  inside  an  engine  block  or  buried 
within  a  wiring  harness. 

Let's  examine  some  of  the  auto- 
motive manufacturers  and  suppliers 
that  are  leading  the  industry  into  the 
21st  century.  All  define  their  niche  of 
personal  transportation,  taking  the 
past  and  the  present  to  build  for  the 
future. 


BUICK 

Innovation  Tempered  by  Tradition 

Stodgy  old  Buick,  the  General  Motors 
division  where  nothing  new  is  happen- 
ing. Right? 

Wrong.  Very  wrong. 

Buick  is  actively  seeking  ways  to  hold 
its  current  customers  and  appeal  to 
new  ones  —  people  who  typically  have 
not  considered  Buick  as  a  purchase 
option.  That  is  not  to  say  Buick  hasn't 
done  well  with  its  current  customers  — 
the  company  recently  was  ranked 
number  one  in  a  J.D.  Power  Initial  Qual- 
ity Study,  and  Buick  sales  were  up 
about  12%  in  1999.  The  LeSabre  is 
entering  its  eighth  year  as  the  best- 
selling  full-sized  car  in  the  U.S.  market, 
and  the  Century  is  coming  off  its  best 
sales  year  in  a  decade. 

Clearly,  though,  Buick  isn't  standing 
still.  At  the  Chicago  Auto  Show,  the 
company  debuted  the  Buick  Ren- 
dezvous, a  2002  model  that  will  go  on 
sale  in  the  spring  of  2001.  The  first 
truck-based  Buick  in  nearly  80  years, 
the  Rendezvous  is  a  sport  utility 


vehicle  that  will  attract  buyers  looking 
for  an  effective  cross  between  a  con- 
ventional SUV,  a  minivan  and  a  pas- 
senger sedan.  "It's  a  new  breed  of 
sport  utility  that  goes  beyond  the 
usual  vehicle  categories,"  says  Roger 
W.  Adams,  Buick's  general  manager. 
"It's  really  the  best  of  all  worlds." 

Part  of  the  appeal  of  the  Rendezvous 
is  its  "reconfigurable"  interior.  It  offers 
seven-passenger  seating  with  its  option- 
al third  seat.  If  more  cargo  space  is 
needed,  those  rear  seats  can  be  recon- 
figured to  provide  a  startling  108.9 
cubic  feet  of  space,  which  is  more  than 
five  times  the  capacity  of  a  Buick  Park 
Avenue's  cavernous  trunk. 

While  the  base  model  Rendezvous 
will  be  front-wheel  drive,  a  four-wheel- 
drive  system  will  be  available  that 
offers  "Versatrak,"  a  comprehensive 
system  that  operates  in  front-wheel- 
drive  mode  on  normal  pavement,  but 
shifts  power  to  the  rear  wheels  if  slip- 
page is  detected. 

Powering  the  Rendezvous  will  be  a 
3.4-liter,  185-horsepower  V-6  engine, 
coupled  to  a  four-speed  automatic 
transmission.  Expect  a  full  compliment 
of  safety  features  as  well,  including 
front  and  side  air  bags  and  four-wheel 
disc  brakes  with  antilock. 

More  fanciful  but  no  less  telling  is  the 
Buick  LaCrosse,  a  stunning  show  car 
that  reportedly  hints  at  the  future  of 
Buick  sedans.  The  LaCrosse  is  a  four- 
door,  five-passenger  sedan  that  —  at 
the  sound  of  the  driver's  voice  —  can 
turn  itself  into  a  pickup  with  an  eight- 
foot  bed.  The  tailgate  electronically 
slides  downward  and  beneath  the  floor, 
the  rear  seat  folds  flat,  and  the  rear 


Buick  Rendezvous 


hat  do  you  call  a 
company  that  can  bring 
you  MP3  playback, 
e-mail  and  Internet 
access  -  all  while 
you're  sitting 
in  traffic? 


t  Delphi  Automotive  Systems,  we're  busy 
ansforming  visionary  technology  into  real 
'oducts.  Delphi  has  already  received  over 
2.5  billion  in  orders  for  its  Communiporr 
lobile  Multi Media  Systems. 

elphi  is  pioneering  the  application  of  technologies 
:e  Bluetooth™  wireless  interface,  Wireless 
pplication  Protocol  (WAP),  interactive  speech 
ichnology  and  satellite  radio.  And  we're  using 
iese  technologies  to  connect  consumers  with 
Jvanced  communication,  information  and 
itertainment  systems  designed  to  enhance 
e  time  spent  in  their  vehicles.  For  a  glimpse 
to  the  future,  visit  www.delphiauto.com. 
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Without  a  soul,  there's  just  a  shell.  \A 


Passion  is  such  a  strong  emotion.  It  causes  us  to  live,  breathe  and  sweat  our  hearts  out  for  the  things  in  li : 
cars.  Cars  born  from  breakthrough  design  and  brought  to  life  through  innovative  engineering.  For  more  inforrt  ; 
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ut  passion,  these  would  just  be  cars. 


ost  about.  For  Chrysler,  it's  about  creating  extraordinary 
00. CHRYSLER  or  visit  our  Web  site  at  www.chrysler.com 
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window  and  rear  portion  of  the  roof  slide 
forward. 

The  front  doors  —  also  in  response 
to  voice  commands  —  slide  out  and  for- 
ward, and  the  rear  doors  slide  back. 
Beneath  the  hood,  which  opens  from 
the  side,  is  a  4.2-liter  V-8  with  265 
horsepower  that  drives  the  front  wheels. 
"The  LaCrosse  is  a  strong  indication  of 
the  kind  of  vehicle  that  might  well  be  in 
Buick's  future,"  says  Adams. 

Also  in  the  future  is  the  Buick  Regal 
Cielo,  something  of  a  cross  between 
the  Cielo,  a  well-received  1999  show 
car,  and  the  current  Buick  Regal.  The 
Cielo  concept  car's  most  prominent  fea- 
ture is  a  sliding  roof  and  rear  window, 
essentially  allowing  for  open-air  motor- 
ing in  a  four-door  sedan.  Two  steel 
panels  and  a  redesigned  rear  window 
slide  along  channels  built  into  roof  rails 
on  either  side  of  the  vehicle,  storing 
neatly  behind  the  rear  seat. 

"Although  the  Regal  Cielo  is  techni- 
cally a  concept  car,"  says  Regal  Brand 
Manager  Mark  D.  Hines,  "it  is  clearly  a 
vehicle  which  can  be  built." 

CHRYSLER 

European  Influence  Enhances 

the  American  Individuality 

When  Chrysler  merged  with  Mercedes- 
Benz,  creating  the  global  entity  known 
as  DaimlerChrysler,  industry  observers 
feared  that  Chrysler  would  lose  its 
unique  personality  as  it  dovetailed  into 
the  Mercedes  way  of  doing  business. 

That  hasn't  happened.  Recently 
unveiled  production  vehicles  as  well  as 
pure  concept  vehicles  suggest  that  the 
company's  individuality  has  not  been 
compromised. 


Case  in  point:  The  Chrysler  PT  Cruis- 
er, destined  for  showrooms  this  spring. 
Nearly  unchanged  from  the  blockbuster 
concept  vehicle  seen  at  auto  shows  a 
couple  of  years  ago,  the  PT  Cruiser 
is  about  to  be  launched  onto  an 
unsuspecting  public  —  virtually  every 
industry  analyst  predicts  resounding 
success  for  the  four-door  Cruiser. 

"The  PT  Cruiser  is  a  defining  vehi- 
cle that  will  change  how  people  think 
of  the  Chrysler  brand,"  says  Martin  R. 
Levine,  vice  president  of  the  Chrysler/ 
Plymouth/Jeep  division.  "This  vehicle 
provides  tangible  evidence  that 
Chrysler  has  become  a  more  con- 
temporary brand  with  a  portfolio  of 
innovative  products  that  match  the 
lifestyles  of  our  customers." 

He  is  not  exaggerating.  At  less  than 
169  inches  in  length  —  about  the  same 
as  most  small  cars  —  the  PT  Cruiser 
has  the  small-car  advantages  of  being 
easy  to  park  and  nimble  around  town. 
Yet  it  has  an  interior  volume  of  nearly 
120  cubic  feet,  comparable  to  the  room 
found  in  a  full-sized  sedan. 


The  PT  Cruiser  is  powered  by  an  eco- 
nomical 2.4-liter  four-cylinder  engine, 
and  is  available  with  either  a  manual  or 
automatic  transmission.  With  most 
every  option,  including  a  leather-trimmed 
interior  and  a  sunroof,  the  PT  Cruiser 
will  list  for  no  more  than  $21,000. 

For  many  buyers,  though,  that  will 
only  be  a  starting  point.  "We  think  the 
strong  emotional  appeal  of  the  PT 
Cruiser  makes  this  a  vehicle  that 
people  will  want  to  customize,"  says 
Tom  Gale,  executive  vice  president 
for  product  development  and  design. 
"Everyone  sees  this  vehicle  differently." 

A  trio  of  pure  concept  vehicles  that 
debuted  at  the  Detroit  auto  show  indi- 
cates that  Chrysler  is  looking  far  beyond 
the  small  car  market.  The  Chrysler  300 
Hemi  C  is  a  four-passenger,  rear-wheel- 
drive  executive-class  convertible  that  is 
powered  by  an  all-new  5.7-liter,  353- 
horsepower  version  of  the  storied 
Chrysler  Hemi  V-8.  Chrysler  Hemis  (so 
named  because  the  combustion 
chamber  has  a  hemispherical  shape) 
once  dominated  auto  racing,  and 


Any  automotive  interior  can  help  you 
feel  connected  to  the  road, 
can  connect  you  to  the 
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1th  a  Visteon  interior  your  car 
in  take  you  virtually  anywhere, 
sit  the  Tokyo  office  on  the  way 
Dime  from  your  office.  Check  the 
ock  market  on  your  way  to  the 
ipermarket.  Get  the  latest  sports 
:ores  or  even  directions  to  that 
?w  seafood  place.  Visteon  connects 
>u  to  whatever  you  need  the 
oment  you  need  it.  Our  in-vehicle 
^rsonal  computer,  lets  you  access 
•ur  e-mail,  the  internet  and  soon, 
en  your  Palm™ organizer.  Beyond 


that,  Visteon  connects  you  to  tum- 
by-turn  navigation  help — delivered 
verbally  and  visually — and  emergency 
roadside  assistance,  at  the  touch 
of  a  button.  It's  SuperintegratecT 
technology  that  works  together 
seamlessly  and  safely — because  all 
of  it  can  be  controlled  via  the  world's 
most  advanced  voice  technology.  To 
see  how  we  help  keep  you  connected, 
visitvisteon.com  or  call  1  800  VISTEON. 
We're  taking  vehicles  farther  than  you 
ever  thought  possible. 


Visteon  Voice 

Technology™  keeps 

you  connected 

with  information, 

navigation,  and 

safety  systems,  all  Superintegrated  into  your  interior. 


W  Visteon 
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See  the  possibilities' 


traditionalists  would  embrace  a 
modern-day  Hemi.  An  elegant  car  with 
legendary  ties  to  the  past,  the  300 
Hemi  C  has  been  a  huge  success  on 
the  show  circuit,  which  could  mean  that 
it's  being  considered  for  production. 

Also  a  hit  is  the  Dodge  MAXXcab,  a 
four-door  pickup  that,  the  company 
says,  offers  sedan-quality  interior  accom- 
modations and  ride,  a  fact  belied  by 
its  beefy,  means-business  profile.  Its 
bold  exterior  conceals  a  very  passenger- 
friendly  interior,  highlighted  by  cream 
pillow-top  leather-tailored  seats,  as 
well  as  a  laptop  computer  that  pops  up 
from  the  center  console. 

Finding  plenty  of  fans  at  the  auto 
shows  is  the  Jeep  Varsity,  which 
"melded  the  versatility  of  a  five-door 
hatchback  with  a  unique  roofline  and  a 
Jeep  Grand  Cherokee's  capability,"  says 
Gale.  Big  19-inch  tires  and  wheels  aid 
in  providing  the  ground  clearance 
needed  for  a  four-wheel-drive  vehicle, 
yet  a  300-horsepower  3.5-liter  V-6 
moves  the  Varsity  from  0  to  60  mph  in 
an  estimated  7.1  seconds. 

There's  plenty  else  on  the  Chrysler 
horizon,  including  the  Dodge  ESX3,  a 
concept  sedan  that  uses  a  small  diesel 
engine  in  conjunction  with  an  electric 
motor,  resulting  in  a  projected  72  miles 
per  gallon  fuel  economy  while  comfort- 
ably seating  five  adults. 

That  ESX3  weighs  only  2,250 
pounds,  about  1,200  pounds  less  than 
a  conventional  steel-bodied  sedan.  The 
ESX3's  construction  uses  plenty  of 
lightweight  materials,  including  alu- 
minum and  high-strength  plastic,  as 
weight  is  an  enemy  of  good  fuel  econ- 
omy. Though  likely  a  few  years  away, 


expect  to  see  Chrysler  offer  a  high- 
mileage  hybrid  that  is  at  least  in  part 
derived  from  the  ESX3. 

In  addition,  Chrysler  continues  to  be 
innovative  in  areas  other  than  the  vehi- 
cles the  company  builds.  Chrysler  deal- 
erships undergo  constant  updating  and 
improvement,  resulting  in  more  and 
more  dealerships  earning  the  coveted 
Five  Star  Award  for  Excellence,  given 
when  customer  satisfaction  ratings  top 
the  industry  standard. 


satisfaction  surveys.  Dealerships  that 
display  the  Five  Star  Award  for  Excel- 
lence signs  have  earned  that  honor. 

CADILLAC 

Raising  the  "Standard  of  Excellence" 

Even  Higher 

As  the  General  Motors  flagship  brand, 
the  once-conservative  marque  has,  in 
a  few  short  years,  asserted  itself  as 
arguably  the  most  forward-thinking 
domestic  manufacturer.  Just  last  Feb- 


Presently  about  a  quarter  of  Chrysler 
dealers  belong  to  the  Five  Star  club, 
and  it's  an  honor  worth  bragging  about. 
It  is  awarded  only  when  a  dealership 
maintains  100%  compliance  in  five 
areas:  employee  training,  a  dealership 
facility  inspection,  follow-up  contacts 
with  customers  within  seven  days  of 
their  visit,  a  thoroughly  documented 
process  that  allows  for  simple  review  of 
any  transaction  with  a  customer  and 
exceptionally  high  ratings  on  customer 


ruary,  Cadillac  unveiled  the  Imaj  con- 
cept car  at  the  2000  Geneva  Auto 
Show.  The  Imaj  is  a  knife-edged  four- 
door  sedan  with  all-wheel  drive,  a  super- 
charged 425-horsepower  Northstar  V-8 
engine  and  a  terrific  number  of  elec- 
tronic innovations. 

"Imaj  changes  the  traditional  ultra- 
luxury  formula  of  heavy,  long  and 
consumptive  to  agile,  useful  and 
approachable,"  says  John  F.  Smith,  GM 
vice  president  and  Cadillac  general 


THAT  WAS  THEN. 


THIS  IS  WOW. 
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1  935,  THERE  WAS  NOTHING  ELSE  QUITE  LIKE  THE  CHEVY     SUBURBAN:  NOW,  NEARLY  65     SUBURBAN 

\RS  LATER,  IT'S  STILL  AN  ORIGINAL.  THE  ALL-NEW  2000  CHEVY  SUBURBAN  HAS  A  MORE 

■ 
VIFORTABLE  INTERIOR,  SMOOTHER  RIDE,  MORE  POWERFUL  VORTEC     V8  ENGINES,  AND 

'ROVED  TOWING   AND  HAULING   CAPABILITIES.  THE    BEST    SUBURBAN    YET      -  ||#r    n    DflPI# 

'T  MERELY  AN   EXTENSION  OF   ITS   HERITAGE.  IT'S  THE   BEGINNING  OF  A  NEW  ERA.      LlltE    M    llUult 
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manager.  "It  has  the  flexibility,  fea- 
tures and  power  to  transform  from 
being  a  chauffeur's  car  during  the 
week  to  a  driver's  car  on  weekends." 

Beneath  the  distinctive  body  is  an 
aluminum  space  frame,  providing  low 
mass  but  excellent  rigidity.  Inside  the 
cockpit,  every  seat  is  individually 
heated  and  cooled.  Each  seat  has  its 
own  LCD  screen  with  DVD  capabilities 
and  e-mail  access.  There  are  four 
cellular  phones. 

On  the  road,  adaptive  cruise  control 
automatically  maintains  a  given  follow- 
ing distance  behind  the  vehicle  ahead. 
Front-  and  rear-facing  radar  helps  with 
parking.  Three  rear-facing  cameras 
eliminate  the  need  for  mirrors.  The  roof 
is  made  of  electrochromatic  glass; 
when  the  car  is  parked,  the  roof  is 
opaque.  Flick  a  switch,  and  the  glass 
becomes  transparent. 

All  this  and  much  more  is  controlled 
by  three  on-board  10-gigabyte  IBM 
Thinkpad  600E  computers. 

While  many  of  the  features  of  the 
Imaj  are  cheerfully  over  the  top  —  one 
of  the  joys  of  pure  concept  cars  —  a 
surprising  amount  of  the  technology  it 
offers  is  available  on  Cadillac  cars 
today. 

Night  Vision,  for  instance,  is  available 
on  the  new-for-2000  Cadillac  DeVille. 
Night  Vision  uses  an  infrared  camera 
that  is  mounted  in  the  front  of  the  car. 
The  camera  creates  pictures  based  on 
heat  energy  emitted  by  objects  that  are 
likely  out  of  the  headlights'  range.  That 
image  is  projected  on  a  heads-up  dis- 
play, visible  in  a  small  window  at  the 
bottom  of  the  driver's  line  of  sight. 

Also  found  on  the  Imaj  —  but  avail- 


able in  production  Cadillacs,  such  as 
the  DeVille  —  is  OnStar,  a  communica- 
tions system  that  offers  a  remarkable 
variety  of  services.  Combining  satellite 
tracking  technology  and  mobile  phone 
capability,  OnStar  subscribers  are,  at 
the  touch  of  a  button,  in  communica- 
tion with  an  operator  in  the  OnStar  ser- 
vice center.  That  operator  can  pinpoint 
the  vehicle's  location,  give  directions  to 
the  nearest  gas  station  and  summon 
local  police  in  an  emergency. 
The  Imaj  also  features  StabiliTrak,  as 


It's  a  gutsy  move.  "We  understand 
the  important  role  of  motorsports  in 
international  markets  like  Europe," 
says  Smith.  "Returning  to  Le  Mans 
demonstrates  the  depth  of  capability 
supporting  Cadillac's  products  as  we 
expand  our  competition  with  the 
world's  leading  prestige  luxury  brands." 

LINCOLN 

Award-Winning  LS  Drawing  New 

Customers  to  the  Company 

When  Lincoln  began  planning  a  new 


does  the  DeVille.  StabiliTrak  is  a 
sophisticated  stability  control  system 
that  uses  computer  input  to  detect 
wheel  slippage  on  slick  pavement,  or 
on  dry  pavement  resulting  from  a 
sudden  movement,  and  independently 
manages  the  brakes,  engine  power  and 
traction  control. 

That  isn't  the  extent  to  which  Cadil- 
lac is  moving  toward  greater  global 
recognition.  The  company  has  returned 
to  racing  after  a  50-year  absence,  enter- 
ing its  LMP  open-cockpit  racecar  in 
such  events  as  the  24  Hours  of  Le 
Mans  in  France. 


sedan  that  would  lead  the  company 
into  the  next  century,  the  car's  mission 
was  clear:  Satisfy  not  only  traditional 
Lincoln  customers,  but  give  customers 
of  European  marques  a  genuine  reason 
to  buy  American. 

Though  no  one  can  say  Lincoln 
hasn't  served  its  traditional  customers 
well  with  vehicles  ranging  from  the 
stately  Town  Car  to  the  technologically 
advanced  Navigator  sport  utility  vehicle, 
the  company  sought  to  appeal  to  cus- 
tomers who  would  not  typically  consid- 
er a  Lincoln.  They  would  want  perfor- 
mance, comfort,  safety,  style  and  yet, 
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'ead  lightly  and  luxuriously  in  Lincoln  Navigator,  the  world's  most  powerful  full-size  luxury  SUV.  Tread  spaciously,  too.  Navigator  has  room 
»r  seven  in  three  rows  of  leather-trimmed  seats.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Navigator  dealer. 


Lincoln  Navigator.  American  Luxury. 


says  a  Lincoln  spokesman,  "they're  not 
ostentatious  —  they  don't  believe  that 
the  best  choice  in  automobiles  neces- 
sarily has  to  be  the  most  obvious  or 
expensive." 

Enter  the  2000  Lincoln  LS.  Available 
with  a  sports-minded  five-speed  manual 
transmission  —  very  European  for  a  car 
of  this  caliber  and  the  first  manual 
offered  in  a  Lincoln  since  1951  —  or  a 
five-speed  automatic  —  with  a  gutsy 
210-horsepower  3.0-liter  V-6  or  a  silky- 
smooth  252-horsepower  3.9-liter  V-8  — 
the  LS  attempts  to  serve  multiple  mas- 
ters and  succeeds. 

"The  Lincoln  LS  enters  the  fastest- 
growing  portion  of  the  luxury  seg- 
ment, so  we  know  how  critical  it  is  to 
offer  a  car  with  outstanding  driving 
dynamics,  superb  American  comfort 
and  outstanding  value,"  says  Jim 
Rogers,  vice  president  of  marketing 
for  Lincoln-Mercury  during  the  car's 
development.  "LS  is  a  true  luxury 
sports  sedan  with  a  unique  balance 
of  performance  and  comfort  at  a 
pleasantly  surprising  price."  That  price 
starts  at  $31,450  for  the  V-6  model, 
and  $35,225  for  the  V-8.  All  LS 
models  have  a  host  of  luxury  features 
standard  such  as  leather-trimmed 
upholstery,  16-inch  brushed  aluminum 
wheels,  a  power  tilt  and  telescoping 
steering  wheel  and  genuine  wood  trim 
for  the  steering  wheel  and  shift  knob. 

In  the  car's  first  year  of  eligibility,  it 
was  named  to  Car  and  Driver  maga- 
zine's "10  Best"  list  and  is  Motor 
Trend  magazine's  Car  of  the  Year. 

Beneath  the  exterior,  the  LS  rides 
on  a  brand-new  chassis  developed 
specifically  for  this  car.  Though  decid- 


edly a  passenger  car,  the  LS  benefits 
from  remarkably  high-tech  experience 
carried  over  from  the  world  of  motor- 
sports.  Each  year,  company  engineers 
are  selected  to  work  as  team  mem- 
bers on  various  motorsports  pro- 
grams, the  goal  being  to  bring  new- 
found skills  and  experience  gleaned 
from  the  high-stakes  sport  back  to 
production  vehicle  programs. 

LS  development  manager  Hau  Thai- 
Tang,  for  example,  worked  on  the 
1993  Newman-Haas  CART  Indy  car 
team  with  two  world  champions, 
Mario  Andretti  and  Nigel  Mansell. 
Thai-Tang  and  his  team  concentrated 
on  vehicle  dynamics,  such  as  sus- 
pension geometry,  aerodynamics  and 
tire  technology.  "The  high-pressure 
racing  experience  teaches  you  to  work 
in  a  disciplined  manner,"  says  Thai- 
Tang.  "You  have  to  have  a  plan  and 
conduct  tests  efficiently." 

One  feature  unanimously  praised  on 
the  LS  is  its  razor-sharp  steering  —  not 
surprising,  once  you  learn  that 
Jonathan  Crocker,  LS  steering  and  sus- 
pension design  supervisor,  spent  a  year 
working  for  the  Benneton  Formula  1 


Chevrolet  Suburban 


racing  team,  as  did  steering  specialist 
Mike  Liubakka. 

How  good  is  the  Lincoln  LS  engine 
and  platform?  Good  enough  to  be 
selected  as  the  basis  for  the  all-new 
Ford  Thunderbird,  due  at  dealers 
within  two  years. 

Chevrolet    Suburban 
The  Original  Finds  New  Fans 

It's  accepted  that  the  Chevrolet  Subur- 
ban started  the  full-sized  family  SUV 
craze,  but  what  isn't  commonly  known 
is  how  long  ago  that  craze  started.  It 
began  in  1935,  when  Chevy  built  the 
Suburban  "Carryall,"  and  most  of  what 
it  carried  was  not  families  but  com- 
mercial goods,  construction  crews  and 
assorted  items  that  required  protection 
from  the  elements. 

By  the  1960s,  rural  families  began 
recognizing  the  Suburban  as  viable 
daily  transportation,  rugged  and 
dependable.  By  the  1970s,  the  Subur- 
ban moved  from  rural  areas  to  —  well, 
the  suburbs.  And  by  the  1980s,  city 
dwellers  sold  themselves  on  the  ulti- 
mate carpooler.  You  could  still  find  Sub- 
urbans that  carried  commercial  goods 
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and  construction  crews,  but  you  could 
find  a  lot  more  driven  by  urbanites  who 
were  sold  on  the  Suburban's  versatility. 

The  Suburban  is  all  new  for  2000, 
based  on  the  Chevrolet  Silverado 
pickup  truck  platform  introduced  to 
rave  reviews  in  1999.  It's  a  sleeker, 
more  stylish  Suburban,  but  the  most 
significant  changes  are  beneath  the 
skin.  The  new  family  of  Vortec  V-8 
engines  —  a  285-horsepower  5.3  liter 
version,  and  a  300-horsepower  6.0- 
liter  version  —  delivers  even  more 
punch  than  the  potent  engines  they 
replace  and  even  better  fuel  mileage. 
Matched  to  beefy  four-speed  auto- 
matic transmissions,  acceleration, 
even  with  a  full  load,  is  invigorating. 

Chevy  is  also  introducing  a  Z71  ver- 
sion of  the  Suburban,  trading  on  the 
popular  off-road  trim  and  suspension 
package  that  has  consistently 
enhanced  sales  of  its  pickup  trucks 
and  its  smaller  SUV,  the  Tahoe. 

The  Suburban's  new  frame  is  stiffer 
and  stronger,  and  the  body  mounts  are 
four  times  stiffer  than  the  previous 
models.  On  the  roughest  roads,  there 
is  virtually  no  body  flex  in  the  surpris- 
ingly nimble  SUV.  "You  can  sum  up  the 
new  Suburban  in  three  words,"  says 
Steve  Ramsey,  Suburban  brand  man- 
ager. "Suburban  is  more  comfortable, 
confident  and  capable.  In  short,  it's  the 
best  Suburban  ever." 

Inside,  the  Suburban  has  an  interior 
that  emphasizes  safety  (dual  front  and 
side  air  bags  are  standard,  as  well  as 
four-wheel  disc  brakes  with  antilock) 
and  luxury,  especially  on  the  topof-the- 
line  LT  model,  which  offers  leather  seat 
trim,  the  OnStar  system,  electronic 


climate  control,  self-leveling  rear  shock 
absorbers,  a  premium  126-watt  stereo 
with  cassette  and  compact  disc  play- 
ers, as  well  as  many  other  features. 

Despite  the  creature  comforts,  the 
Suburban  has  not  abandoned  the  "util- 
ity" part  of  sport  utility  vehicle.  On  four- 
wheel-drive  models,  Suburban  cus- 
tomers can  opt  for  the  Autotrac  active 
transfer  case,  which  automatically  trans- 
fers power  to  the  front  wheels  if  it 
detects  that  the  rear  wheels  are  losing 
traction.  The  Suburban  is  also  renowned 
for  its  towing  ability,  enhanced  for  2000 
by  the  new  engines,  prewired  trailer  con- 
nections and  a  "tow/haul"  mode  on  the 
transmission  that  eliminates  excessive 
shifting  on  hilly  terrain. 

Indeed,  when  properly  equipped,  the 
2500  model  Suburban  (heavier-duty 
than  the  1500  model)  can  tow  an 
astounding  10,500  pounds. 

"Full-size  sport  utility  buyers  will  find 
that  the  new  Suburban  offers  more  of 
what  they  want,  in  a  way  that  fits  their 
lifestyles,"  says  Ramsey.  "It's  that  kind 
of  attention  to  detail  that  made  the  Sub- 


urban an  American  icon  in  the  first 
place." 

DELPHI 

Space-Age  Electronics 

and  Much,  Much  More 

While  the  automobile  manufacturers 
are  serving  up  supremely  futuristic  vehi- 
cles, it  is  mandatory  to  note  that  those 
vehicles  are  made  up  of  parts,  and  a 
great  many  of  those  parts  are  supplied 
to  the  manufacturers  by  companies 
less  known  —  but  no  less  important  — 
than  Buick,  Cadillac,  Chrysler,  Chevro- 
let and  Lincoln. 

Remember  the  Cadillac  Imaj,  and  all 
its  remarkable  electronics?  Delphi  Auto- 
motive Systems  helped  develop  much 
of  the  Imaj's  technology. 

The  climate  control  system  for  the 
550-horsepower  Lamborghini  Diablo 
6.0,  or  the  all-new  Ferrari  360  Modena? 
A  Delphi  system. 

The  hybrid  electric  propulsion  sys- 
tem for  the  Dodge  ESX3,  the  72-mile- 
per-gallon  diesel-electric  sedan?  A 
Delphi  unit. 
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Holu  uue  looh  at  everij  Five  Star  dealer. 


Now  there's  a  process  that  puts  dealers  and  their  dealerships  under  the  microscope  so  you  don't  have  to. 
Five  Star — an  innovative  certification  process  that  totally  redefines  the  way  cars  and  trucks  are  sold 
and  serviced.  •  This  21-point  process  scrutinizes  every  aspect  of  the  car-buying  experience.  It  looks  at 
what  each  person  m  the  dealership  does,  how  they  do  it  and,  most  important,  how  they  can  do  it 
better.  •  Take  a  closer  look  at  a  Five  Star  certified  Chrysler,  Plymouth,  Jeep  or  Dodge  dealer.  You'll  really 
like  what  you  see  — but  only  where  you  see  the  Five  Star  sign.    Five  Star.  It's  Better.  We'll  Prove  It. 


For  more  information,  call  us  at  1-800-677-5-STAR  or  visit  www.fivestar.com.  Jeep  is  a  registered  trademark  of  DaimlerChrysler 


So  what,  then,  is  Delphi? 

Led  by  Chief  Executive  Officer  J.  T. 
Battenberg  III,  Delphi  is  a  Michigan- 
headquartered  supplier  that  was  once 
part  of  General  Motors,  but  became  an 
entirely  separate  company  in  1999. 
Delphi  has  213,500  employees  and 
operates  175  wholly  owned  manufac- 
turing sites,  41  joint  ventures,  51  cus- 
tomer centers  and  sales  offices  and  27 
technical  centers  in  37  countries.  The 
world's  most  diverse  automotive  sup- 
plier, Delphi  provides  components,  sys- 
tems, subsystems  and  modules  to 
some  25  original  equipment  manufac- 
turers worldwide.  Known  as  Delphi  only 
since  1995,  the  company  draws  on 
113  years  of  innovation.  Delphi  prod- 
ucts range  from  the  first  radios  to  be 
installed  in  instrument  panels  (1936) 
to  the  first  production  air  bag  (1973). 
The  company  patents  more  than  one 
invention  per  day  and  averages  one 
new  product  or  process  per  week. 

It  has  come  a  long  way  from  the 
founding  of  the  New  Departure  Bell 
Company  in  1888,  which  represents 
the  origin  of  what  eventually  became 
Delphi.  New  Departure  Bell  Company 
manufactured  the  first  doorbell  ringing 
device,  but  moved  into  the  transporta- 
tion industry  by  introducing  the  first 
bicycle  coaster  brake. 

Ancient  history.  What  is  Delphi's 
future? 

The  company  is  represented  by  a 
staggering  array  of  products.  One  exam- 
ple: GMC's  imposing-looking  pickup 
truck  concept,  the  Terradyne,  which 
debuted  at  the  Detroit  show,  features 
Quadrasteer,  Delphi's  four-wheel  steer- 
ing system  that  allows  vehicles  as  large 


as  the  Terradyne  to  maneuver  in  tight 
spaces.  At  lower  speeds,  the  rear 
wheels  steer  in  the  opposite  direction 
of  the  front  wheels;  at  moderate 
speeds,  the  rear  wheels  remain  straight, 
and  at  higher  speeds,  the  rear  wheels 
steer  in  the  same  direction  as  the  front 
wheels.  Within  a  few  years,  expect  to 
see  the  Quadrasteer  system  on  at  least 
one  production  line  of  trucks. 

From  the  instrument  module  in  the 
Mercedes  M-Class  to  the  on-board  acci- 
dent recording  system  on  Indy  Racing 
League  cars,  Delphi  is  making  its  pres- 
ence known  —  quietly,  but  completely. 

VISTEON 

Working  for  Its  Customers, 

24  Hours  a  Day 

At  the  North  American  International 
Auto  Show  in  Detroit,  Ford  introduced  a 
peculiar  little  concept  vehicle  called  the 
24.7.  Though  the  exterior  was  non- 
descript, the  interior  was  anything  but: 
It  featured  advanced  communications 
and  telematics  technologies  designed 
to  provide  drivers  and  passengers 
access  to  information,  people  and 
places  "24  hours  a  day,  seven  days  a 
week,"  Ford  claimed. 
The  24.7  was  essentially  a  rolling 


showcase  for  Visteon  Automotive  Sys- 
tems, a  Ford  Motor  Company  enterprise 
that  has  77,000  employees  and  125 
technical,  manufacturing,  sales  and  ser- 
vice facilities  located  in  22  countries. 
"Visteon's  competitive  advantage  is  its 
engineering  expertise,"  says  Marcos 
Oliveira,  vice  president  and  chief  tech- 
nology officer.  "And  we  use  this  exper- 
tise to  design  innovative  system  solu- 
tions with  our  customers  that  are  unlike 
any  other  in  the  world." 

The  24.7  featured  three  of  Visteon's 
most  futuristic  concepts:  Visteon  Voice 
Technology,  Voice  Activated  Reconfig- 
urable  Projected  Image  Display  and  the 
Advanced  Lighting  System. 

In  English?  The  voice  system,  which 
Visteon  says  it  is  the  only  voice- 
activated  system  in  the  industry  that 
understands  continuous  and  natural 
patterns  of  speech,  works  in  six  lan- 
guages (English,  French,  German,  Ital- 
ian, Japanese  and  Spanish)  and  allows 
drivers  to  set  controls  and  make  phone 
calls  with  voice  commands,  permitting 
the  driver  to  keep  eyes  on  the  road, 
hands  on  the  steering  wheel.  Voice 
command  can  also  activate  a  naviga- 
tion system,  and  includes  a  Web  brows- 
er that  allows  drivers  to  ask  for  and 
receive  weather  information,  road  con- 
ditions or  even  stock  market  reports. 

The  reconfigurable  image  display 
allows  for  voice-activated  changes  in 
the  display  of  instruments  such  as  the 
gas  gauge,  speedometer  and  clock. 
Want  the  clock  right  next  to  the 
speedometer?  Just  tell  it  to  move. 
Dashboard  lights  too  bright?  Instruct 
them  to  dim  a  bit.  And  the  advanced 
lighting  system  consists  of  red  and 
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Yesterday  our  work  helped 
16  million  people  enjoy  the  view. 


The  love  of  fresh  air,  sunshine  and  a 
beautiful  view  is  universal.  And  that's 
what  millions  of  Meritor  sunroofs  deliver. 
But  that's  only  for  openers. 

How  about  customizing  your  car  or 
truck  with  a  personalized  roof  system? 
A  system  complete  with  comfort  enhancers 
like  custom  lighting,  extra  storage,  rain 


sensors,  solar  panels  and  a  speakerphone, 
along  with  value  features  like  outside -noise 
reducers,  dent -resistant  composite  materials 
and  maximum  head  room. 

It's  all  part  of  our  determination  to  make 
your  vehicle  the  best  it  can  be.  It  means 
we  work  to  fulfill  a  very  simple  promise: 
The  sky's  the  limit. 
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white  Light  Emitting  Diodes  (LEDs)  that 
would  last  the  life  of  the  vehicle. 

The  24.7  wasn't  the  only  Detroit 
show  vehicle  to  benefit  from  Visteon 
technology.  Mitsubishi's  wild-looking 
SSS  concept  sedan  showcased  mani- 
fold headlamps  powered  by  Visteon's 
Remote  Lighting  System,  featuring  a 
light  generator  and  fiber-optic  cables 
that  transmit  light  to  the  headlamps 
using  one  single  life-of-the-vehicle  bulb. 
The  SSS  is  also  equipped  with  Vis- 
teon's LED  rear  signal  lamps,  which  illu- 
minate instantly  and  use  less  power 
than  conventional  bulbs. 

Other  Visteon  products  range  from 
radiators  for  NASCAR  race  cars  and 
Nintendo-friendly  rear  seat  entertain- 
ment systems  for  minivans  and  SUVs, 
to  pioneering  42-volt  electrical  sys- 
tems destined  to  become  the  new 
electrical  standard  for  production  vehi- 
cles. "Visteon  is  very  focused  on 
bringing  value  to  our  customers  by 
anticipating  their  needs."  says  Vis- 
teon President  Craig  Muhlhauser, 
"and  producing  breakthrough,  con- 
sumer-driven solutions." 

MERITOR 

Let  the  Sun  Shine  in 

Though  Meritor  Automotive's  core 
trade  is  heavy-duty  stuff  —  truck  and 
trailer  axles  and  brakes  make  up 
nearly  40%  of  its  business  —  the 
Michigan-based  company,  which  spun 
off  from  Rockwell  International  in 
1997,  is  also  very  successful  with  its 
Light  Vehicles  Systems  (LVS)  division. 
More  than  two  million  innovative  Mer- 
itor sunroofs  are  installed  annually  in 
cars  and  light  trucks  around  the  world 


Meritor  roof  module 
on  MCC  Smart  car 


in  such  vehicles  as  the  Volkswagen 
New  Beetle,  the  Chevrolet  Suburban 
and  the  BMW  X5  sports  activity  vehicle, 
but  the  company  isn't  standing  still. 

Meritor  executives  believe  they  are 
on  the  verge  of  a  major  innovation,  as 
the  second  generation  of  "roof  mod- 
ules" will  begin  to  appear  on  vehicles 
as  early  as  2004.  A  roof  module  is  a 
fully  assembled  roof  package  com- 
bining the  outer  skin,  insulation  and 
finished  headliner,  enabling  the  inte- 
gration of  a  complete  range  of  fea- 
tures and  components.  Such  modules 
would  integrate  components  or  sys- 
tems such  as  antennas,  sensors, 
wiring  harnesses  —  even  air  bags 
that  would  deploy  in  the  event  of  a 
rollover  accident. 

"Global  Positioning  System  anten- 
nas, TV  antennas,  concierge  service 
antennas  —  the  roof  module  will  be  of 
great  benefit  to  future  communications 
features  that  will  go  in  the  car,"  says  Dr. 
Henrich  Wied.  Meritor's  vice  president 
of  light  vehicle  engineering.  "It  will  also 
allow  more  design  flexibility  because  it 
offers  alternatives  in  packaging." 

Installation  will  be  substantially 
streamlined,  Dr.  Wied  says.  The  only 
thing  an  automobile  manufacturer  will 


have  to  do  "is  make  one  electrical 
connection,  and  glue  or  screw  the 
module  in  place."  Meritor  projects 
possible  weight  savings  of  up  to  40% 
over  today's  conventional  roof  sys- 
tems, and  the  system  integration 
could  cut  roof  system  costs  by  as 
much  as  30%.  The  company  hopes  to 
triple  the  revenue  of  the  LVS  division, 
presently  $1.6  billion  a  year,  within 
the  next  three  to  five  years  due  to 
business  stemming  from  the  vehicle 
module  innovations. 

Meritor's  new  roof  module  is  already 
in  low-volume  production  on  Daimler- 
Chrysler's  tiny  MCC  Smart  car,  and  sev- 
eral major  automakers  in  Europe  and 
the  U.S.  have  the  patented  technology 
under  active  review. 

"It's  not  a  matter  of  whether  roof 
modules  are  going  to  happen,"  says 
Terry  O'Rourke,  president  of  the  LVS 
division.  "They  are  going  to  happen, 
and  we  expect  to  be  one  of  the  first  to 
a  market  that  could  exceed  50  million 
new  vehicles  annually."  ■ 
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It  says  everything  before  the  meeting  even  starts. 


the  elegant  Park  Avei 
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DEER  VALLEY  IN  UTAH  WAS  DUTIFULLY 
snowy  in  early  March,  but  skiing  was 
the  last  thing  on  the  minds  of  the  125 
power  players  who  gathered  for  a  pri- 
vate meeting.  Robert  Pittman  of 
America  Online  was  about,  as  were 
Global  Crossing's  Gary  Winnick,  DreamWorks' 
Jeffrey  Katzenberg  and  a  gaggle  of  venture  capital- 
ists and  new  Web-illionaires. 

The  host  at  this  conclave  of  latter-day  Masters 
of  the  Universe  was  not  Herbert  Allen  of  Allen  & 
Co.,  whose  star-spangled  conference  plays  out  in 
Idaho  every  July.  Nor  was  it  Michael  Milken,  whose 
Predator's  Ball  has  faded  into  a  colorful  anecdote 
from  the  past.  The  host  was  a  little-known  banker 
named  James  Bainbridge  Lee  Jr. 

Chances  are  you  have  never  heard  of  him — and 
that,  one  day,  you  will.  Jimmy  Lee  is  wiry,  intense 
and  insatiable,  a  47-year-old  vice  chairman  of 
Chase  bank.  In  a  startlingly  short  time  he  has  made 
Chase  the  power  hitter  in  the  booming  business  of 
syndicated  loans.  Last  year  Lee  raised  $356  billion 
for  corporate  titans  like  IBM,  General  Motors  and 
Seagram,  and  New  Age  newcomers  like  Nextel, 
RCN  and  Rhythm  Net. 

That  mountain  of  money  largely  went  to  fi- 
nance basic  business.  Now  Lee  wants  to  bankroll 
the  return  of  the  LBO — on  a  massive  scale  never 
seen  before.  The  leveraged  buyout  has  been  in  de- 


that's  debt  plus  market  value  of  common — is  a  low 
multiple  of  operating  income.  Think  of  this  ratio 
as  the  dealmaker's  P/E.  Our  list  is  on  page  201.  It 
has  commodity  producers  like  IBP  and  USG,  hous- 
ing-related stocks  like  Mohawk  Industries  and 
Armstrong  World  Industries,  retailers,  trans- 
porters, capital  goods  makers  and  others.  You 
could  take  over  one  of  these  things,  even  at  a  pre- 
mium, and  comfortably  cover  the  interest  pay- 
ments on  the  bank  loans  to  finance  the  deal. 

"There's  a  revolution  coming,"  Lee  declares. 
"And  that  revolution  is  the  purchasing  of  these  as- 
sets at  these  prices.  You  could  see  some  LBOs  that 
are  bigger  than  anyone  has  ever  seen  before." 

His  clients — Kohlberg  Kravis  Roberts, 
Forstmann  Little,  Blackstone  and  Hicks,  Muse 
among  them — are  keen  on  Jimmy's  list.  LBO  houses 
are  loaded  with  excess  capital  and  raising  more. 
"We  haven't  seen  values  like  this  since  the  early 
1990s,"  says  Leon  Black,  founder  of  Apollo  Advisors 
and  a  guest  at  Lee's  house  in  Utah  last  month.  "My 
goal:  Buy  in  the  Old  Economy  and  convert  to  the 
New  Economy  and  get  the  multiple." 

Not  since  Michael  Milken  ran  riot  with  junk 
bonds  in  the  1980s  has  there  been  a  financier  who 
can  raise  billions  as  quickly  as  Jimmy  Lee.  As 
Milken  did  in  the  1980s,  Lee  has  taken  the  boring 
business  of  lending  cash  to  the  Forbes  500  and 
turned  it  into  a  vehicle  for  revaluing  corporate 


Meet  the  new  Michael  Milken. 

James  Lee's  aggressive  loan 

packaging  has  brought  the  LBO  back 

to  life  and  made  the  Chase  Manhattan 

bank  a  new  power  on  Wall  Street. 

BY  ROBERT  LENZNER 


cline  for  a  decade,  eclipsed  by  safer  all-stock  deals 
that  shun  debt.  Lee  aims  to  turn  his  syndicated 
loans  into  the  junk  bonds  of  the  '00  decade,  fueling 
a  new  boom  in  LBOs.  His  targets:  neglected  icons  of 
the  Old  Economy. 

Jimmy  Lee  has  a  little  list  of  buyout  candidates. 
He  won't  say  who's  on  it,  but  he  will  say  how  he  ar- 
rived at  it.  It's  a  collection  of  big  blue  (or  formerly 
blue)  chips  trading  at  low  multiples  of  earnings.  To 
construct  our  own  version,  we  sifted  the  Forbes 
500s  list  for  companies  whose  enterprise  value — 


America  and  beyond.  Clients  like  his  mantra: 
"We'll  write  you  a  check." 

Jimmy  Lee  raised  $30  billion  in  two  weeks 
to  help  Olivetti  in  its  hostile  takeover  of  the 
much  larger  Telecom  Italia — and  pocketed  $75 
million  in  fees.  Last  summer  he  needed  only  48 
hours  to  round  up  commitments  for  $42  billion 
to  help  AT&T  cut  off  a  bidding  war  with  Comcast 
to  acquire  Media  One.  In  the  fall  he  scratched 
around  to  find  $5  billion  for  Nextel,  a  recover- 
ing wireless  outfit,  and  $9.5  billion  to  help  Allied 
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Waste  acquire  Browning  Ferris. 

The  next  deals  could  be  far  larger.  Size  is  no  longer  an  ob- 
stacle to  an  LBO,  Lee  says.  The  biggest  leveraged  buyout  on 
record  is  the  $25  billion  acquisition  of  RJR  Nabisco  1 1  years 
ago.  "We  could  raise  $100  billion  for  a  deal.  And  only  we  could 


billion  for  a  cash  bid  "is  doable.  I  can't  tell  you  who."  Our 
guess:  telecom. 

With  a  $100  billion  war  chest,  an  LBO  firm  could  gobble  up 
the  combined  assets  of  General  Motors  ($47  billion,  not 
counting  a  takeover  premium),  B.F.  Goodrich  ($2.7  billion), 


do  it,"  Lee  says  in  his  quietly  cocky  way.  How  fast?  "In  a  week,  Federal  Express  ($10  billion),  Cabot  Corp.  ($4.6  billion),  Borg- 
maybe  two.  This  is  the  get-done  house."  Then  he  offers  a  tan-  Warner  Auto  ($3.4  billion)  and  Georgia-Pacific  Group  ($6.1 
talizing  tease:  He  has  just  assured  one  client  that  raising  $100     billion).  And  once  they  bought  these  targets,  the  LBO  houses 

would  need  Jimmy  Lee's  help 
on  exit  strategies.  More  fees, 
just  the  way  he  likes  it. 

Why  stop  there?  Lee  says 
Chase  can  fund  fire-sale  forays 
into  Japan,  a  buyout  binge  in 
Europe  and  the  merging  of  Old 
Economy  manufacturers  and 
Web-sawy  partners. 

But  could  this  debt  spree  go 
too  far?  It  did,  in  Milken's  day; 
the  junk  market  collapsed  in 
1990,  during  a  mild  recession. 
Lee's  loans  are  at  lower  rates, 
but  they  still  drain  cash  and 
leave  lender  and  client  exposed. 
Despite  a  decade  of  stock-based 
mergers,  the  U.S.  corporate 
economy  now  has  $5  of  debt 
for  every  dollar  of  cash  flow. 
The  1999  default  rate  on  corpo- 
rate debt  was  6%,  50%  higher 
than  it  was  in  1990  in  the  mid- 
dle of  the  junk  bond  collapse. 

None  of  this  sounds 
healthy.  What  happens  the 
next  time  the  economy  belly 
flops  and  a  new  flock  of  LBOs 
can't  keep  their  loans  afloat? 
Lame  loans  will  burden  the 
books  of  every  bank  in  the 
world.  Except  one,  of  course: 
Chase.  That  is  because  Lee  is 
masterful  at  offloading  the 
risks  while  preserving  the  fees. 
He  uses  almost  unlimited 
access  to  Chase's  prodigious, 
$400  billion  balance  sheet  and 
AA  credit  rating  to  line  up  bil- 
lions in  loans  in  a  few  phone 
calls.  He  then  offloads  90%  of 
the  risk  to  other  lenders  while 
hoarding  75%  of  the  fees  f< 
Chase.  Then  the  package 
be  sliced  and  diced  and  reco: 
figured  as  it  moves  through 


Wiliiam  Harrison,  chairman:  James  Lee  is  "the  best  new- 
business  man  and  risk-taker  there  is  on  Wall  Street." 
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What  makes  these  stocks  cheap?  Look  at  the  enterprise  multiple,  a  sort  of  dealmaker's  P/E.  It's  the  ratio  of  enterprise  value  (roughly 
speaking,  debt  plus  market  cap)  to  operating  income.  For  these  20,  the  ratio  is  half  that  of  the  average  Forbes  500s  member. 


Company  /  business 


USG/gypsum,  wallboard 

Trinity  Industries/railcars 

Ufarge/cement  and  aggregates 

Airborne  Freight/freight-forwarding 

UST  Inc/snuff 

IBP/beef  and  pork  processor 

Tricon  Global  Rest/KFC,  Taco  Bell 

Armstrong  World  Ind/linoleum,  hardwood 

Payless  ShoeSource/footwear  retailer 

RR  Donnelley  &  Sons/commercial  printer 

Lennar/home  builder 

Briggs  &  Stratton/air-cooled  gas  engines 

American  Axle  &  Mfg/auto  driveline  sys 

Interstate  Bakeries/baked  goods 

Louisiana-Pacific/lumber  and  plywood 

Maytag/appliances 

Mohawk  Industries/broadloom  carpeting 

Georgia-Pacific/lumber  and  plywood 

Federal-Mogul/auto  &  farm  equip  parts 

Whirlpool/appliances 


Enterprise        Operating 
Enterprise       value2  income3 

multiple1        ($mil)  ($mil) 


iQMESTJMATE 

EPS  P/E 


Debt/ 
Recent        enterprise 
price  value 


3.1 
3.7 
4.0 
4.2 
4.3 
4.6 
4.6 
4.7 
4.9 
5.0 
5.0 
5.0 
5.1 
5.2 
5.2 
5.2 
5.2 
5.3 
5.6 
5.9 


$2,577 
1,369 
2,572 
1,567 
3,461 
3,078 
7,672 
2,897 
1,584 
4,520 
1,914 
1,354 
1,701 
1,719 
3,039 
3,792 
2,073 

14,664 
6,489 
7,646 


$821 

368 

641 

369 

813 

669 

1,677 

614 

326 

905 

382 

273 

332 

329 

579 

723 

400 

2,793 

1,157 

1,292 


$8.27 
3.65 
4.11 
1.82 
2.95 
2.61 
3.07 
5.44 
5.22 
2.42 
2.94 
5.18 
2.55 
1.95 
1.77 
3.71 
3.21 
4.94 
4.15 
6.18 


3.9 

5.4 
4.7 
10.1 
5.8 
4.5 
9.0 
3.0 
9.2 
7.9 
5.7 
6.0 
5.2 
6.7 
6.4 
7.4 
6.2 
7.2 
3.8 
8.1 


$32.12 
19.87 
19.43 
18.31 
17.25 
11.75 
27.75 
16.43 
48.12 
19.12 
16.87 
31.31 
13.37 
13.12 
11.37 
27.62 
19.81 
35.68 
15.75 
50.06 


22% 

6 
27 
20 
11 
19 
31 
48 

8 

16 
27 

8 

45 
20 
33 

7 

27 
27 
46 

9 


'Enterprise  value  divided  by  operating  income.  'Sum  of  market  value  of  common,  liquidation  value 

of  preferred  and  all  debt,  minus  cash  and  equivalents.  'Earnings  before  interest,  taxes  and  depreciation. 

Sources:  Forbes;  IBES. 

For  other  companies  that  passed  this  screen, 
visit  www.forbes.com/forbes/lee. 

Ihase  machine — high-yield  and  investment-grade  bonds,  de- 
rivatives and  foreign-exchange  trading,  investment  banking, 
private  equity.  At  every  step  Chase  skims  another  fee. 

No  wonder  his  clients  call  him  Jimmy  Fee.  For  every  $1  bil- 
ion  he  raises,  Chase  collects  up  to  $20  million.  "Jimmy  hates 
etting  anyone  else  in  on  the  deal,"  says  Henry  Kravis  of  KKR. 
He  wants  to  put  Chase  at  the  top  of  the  league.  There's  no 
uch  thing  as,  'Let's  split  the  fee.'  " 

Chase  has  reaped  the  benefits  commensurately.  The  once- 

larnished  lender  to  teetering  Latin  American  nations  has  been 

estored  to  a  new,  dynamic  financial  scale.  Earnings  climbed 

4%  last  year  to  $5.5  billion  on  $23  billion  in  net  revenue  (rev- 

;  nue  minus  interest  expense),  yielding  a  24%  return  on  equity. 

>ank  of  America  had  a  return  on  equity  of  only  17.5%,  Citi- 

roup  22.7%.  Chase  has  gained  share  in  every  capital-markets 

i  usiness  every  year  since  1995,  says  Donaldson,  Lufkin  &  Jen- 

ette  analyst  Susan  Roth.  Lee's  unit — Global  Investment  Bank- 

ng,  which  includes  syndicated  loans,  bond  underwriting, 

j  lergers  and  capital  markets — thrives  most.  Chase  ranks  num- 

er  one  in  syndicated  loans  with  a  34%  share,  up  from  20%  in 

<vo  years.  Since  the  1980s  Lee's  unit  has  posted  revenue 

rowth  at  a  compounded  26%  a  year,  faster  than  any  other 

art  of  Chase. 

Lee's  engine  powers  other  parts  of  the  bank.  Chase  is  tops 
l  derivatives  trading,  global  custody,  U.S.  dollars  fund  transfer 
nd  mortgage  origination.  It  ranks  second  in  foreign-exchange 
acting,  third  in  investment-grade  bonds,  fourth  in  junk  and 


sixth  in  merger  advice  in  the  U.S.  In  December  Chase  acquired 
Silicon  Valley  investment  bank  Hambrecht  &  Quist,  a  $1.4  bil- 
lion deal  initiated  by  Lee  that  merged  Old  Economy  assets  with 
New  Economy  intangibles,  to  great  effect.  In  the  first  two 
months  of  this  year  H&Q  handled  $20  billion  in  tech  financ- 

►Jimmy's  Fees 

James  Lee  knows  how  to  massage  the  ego  of  one  of  his  best 
revenue  sources,  Global  Crossing  founder  Gary  Winnick.  After 
lunch  with  Hong  Kong  multibillionaire  Li  Ka  Shing  last  fall,  Lee 
e-mailed  Winnick  about  Li's  adulatory  remarks  about  the  tele- 
com executive.  In  Deer  Valley  in  early  March  Lee  handed 
Winnick  the  Chase  Shareholder  Value  Appreciation  Award. 
Winnick's  acceptance  speech:  "Does  that  mean  I  don't  have  to 
pay  you  any  more  fees,  Jimmy?"  Big  laugh.  But  there  was  a 
point.  Global  Crossing  has  been  a  prolific  fee  machine  for 
Jimmy  Lee  in  the  past  year.  Lee  dreams  of  even  more— he 
wants  Global  Crossing  to  get  bought  by,  say,  Deutsche 
Telecom.  Chase  has  handled  for  its  hotshot  fiber  client: 


$3  billion  syndicated  loan  Chases  fee:  $7.5  iltilllOl 


$10  billion  acquisition  of  Frontier  Corp.  Fee:  $7.5  ItliiHOI 


$2  billiOII  high-yield  bond  offering  Fee:  $27  ttlilllOl 

$1  billiOII  purchase  of  Cable  &  Wireless  Marine       Fee:  $ 


$3.8  billion  purchase  of  IXNet  Fee:  $9  mill 


s  tec:  $7.5  million 


$1  billion  IPO  for  Global  Center 


Fee:  $12  million 
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ings,  matching  its  total  for  all  of  1999.  "We  used  to  have  the 
wind  hi  our  face,"  says  Chase's  Donald  Layton,  a  vice  chair- 
man and  head  of  global  markets.  "Today  we  have  the  wind  at 
our  backs.  We  have  scale.  We  have  the  platform." 

Lee's  fee  machine  is  a  result  of  a  shrewd  strategy:  Merge 
three  mediocre  banks  (Manufacturers  Hanover,  Chemical  and 
Chase);  focus  on  wholesale  lending;  and  break  into  investment 
banking,  the  private  equity  business  for  Chase's  own  account, 
and  the  dot.com  world.  Chase  Chairman  William  Harrison 
gave  him  broad  authority  to  build  the  loan  business  as  a  wedge 
into  richer  lines  of  financing.  "Jimmy  and  I  see  eye-to-eye  on 
virtually  everything,"  Harrison  says.  "I  know  there  will  never 
be  any  surprises.  He  is  the  best  new-business  man  and  risk- 
taker  there  is  on  Wall  Street." 

Lee  is  driven.  He  talks  on  two  cell  phones  at  once,  carrying 
spare  batteries  to  ensure  he  won't  go  a  minute  incommuni- 
cado. He  rises  in  Darien,  Conn,  at  5  a.m.,  talks  to  his  European 
bankers  on  the  way  to  work,  and  is  still  on  the  phone  to  the 


►Chasing  Michael  Milken 


Mike  Milken  created  the  Jimmy  Lee  created  the 

$200  billion  market  for  junk    $1  trillion  market  in  syndi- 
bonds  in  the  1980s.  cated  loans  in  the  1990s. 


Turned  bonds  into  a 
bankroll  for  the  takeover 
frenzy  of  the  Me  Decade. 


Hopes  to  parlay  loans  into  a 
bankroll  for  the  next  takeover 
frenzy  in  the  Oh  Decade. 


Earned  $550  million  in  1987       Earned  $19  million  in  1999. 


Hosted  the  now-defunct 
Predator's  Ball,  confab  of 
raiders  and  hangers-on. 

Was  based  in  Beverly  Hills 
and  started  his  first  client 
meetings  at  4:30  a.m. 

Personally  invested  in 
private  partnerships  loaded 
with  junk  bonds. 

Pleaded  guilty  to  six  felony 
violations  of  securities  laws, 

$600  million  in  fines 
a- id  served  two  years  in 
prison  Now  a  philanthropist. 


Hosts  Shareholder  Value 
Creation  Conference  for  LBO 
kingpins  and  VC  stars. 

Based  in  New  York  and  wakes  at 
5  a.m.,  talking  to  Europe  at  dawn 
and  West  Coast  at  8  p.m. 

Personally  invests  in  Treasury 
bills  and  the  stock  of  Chase 
Manhattan. 

Never  been  arrested;  had 
speeding  ticket  in  college. 
His  opinion  on  Milken's 
minions:  "They  just  did  bad 
things ." 


►On  Tod  in  a  Trillion-Dollar  Market 


Chase  Manhattan  rules  the  booming  business  of  syndicated 
loans,  raising  its  share  by  more  than  half  in  just  two  years 
and  far  outpacing  the  second-ranked  lender,  Bank  of  America. 


Manager 

Proceeds 
($bil) 

Market 
share 

Number 
of  loans 

Chase  Manhattan 

$357 

34% 

606 

Bank  of  America  Securities 

223 

21 

817 

Salomon  Smith  Barney 

94 

9 

197 

JP  Morgan 

58 

6 

73 

Bank  One 

48 

5 

218 

Source:  Investment  Dealers'  Digest. 

West  Coast  on  his  way  home  after  8  p.m.  "He  makes  clients  feel 
he  is  working  1 10%  for  them  all  the  time.  He's  the  greatest  re- 
lationship banker  I've  ever  seen,"  says  Richard  Beattie,  top 
partner  at  Simpson  Thacher  &  Bartlett. 

Yet  Lee  feels  like  an  unwelcome  outsider  on  Wall  Street.  His 
rise  has  triggered  envy  and  resentment  from  rivals.  "We're  try- 
ing to  get  in  the  club,  and  they  keep  posting  No  Vacancy  signs," 
Lee  says.  "The  club  didn't  want  me  in." 

Lee  was  born  in  Danbury,  Conn.,  where  his  family  owned 
the  Lee  Hat  Co.  (sold  to  Stetson  for  a  song),  the  local  newspa- 
per (sold  to  the  Ottaway  chain)  and  radio  station  owner  Berk- 
shire Broadcasting  Corp.  (still  intact;  Lee  is  president  and  his 
80-year-old  mother,  Mary  Lou,  is  a  director). 

Young  Jimmy's  world  toppled  when  his  father  died  of  a 
heart  attack  at  47,  the  age  he  is  now.  "It  was  traumatic.  I  was 
only  1 1  years  old  and  I  had  to  figure  out  what  I  had  to  do  by 
myself,"  he  says.  "I've  always  felt  I  had  to  overcome  the 
odds."  He  threw  himself  into  sports  at  private  Canterbury 
School,  then  Williams  College,  offsetting  any  shortage  of 
skill  with  hard  work.  "I  was  never  the  most  talented  guy  on 
the  team,  but  I  have  a  passion  for  overachievement.  You  can 
make  yourself  over." 

His  career  in  banking  started  by  fluke.  At  Williams  in  1 975, 
his  girlfriend  had  a  job  interview  scheduled  with  the  old 
Chemical  Bank,  but  couldn't  make  it.  Worried  about  his  lack 
of  direction,  she  insisted  he  go  in  her  stead  or  lose  her  affec- 
tions. He  went,  landed  the  job  and  got  the  gal:  He  married 
Beth  Brownell  in  1979,  and  they  have  three  children. 

Lee  started  at  Chemical  (then  derided  as  Comical  for  its 
lameness)  in  1975, 23  years  old  and  earning  $10,500  a  year.  At 
26  he  transferred  to  Australia,  opening  a  merchant  bank  and 
hiring  100  people.  Three  years  later,  in  1981,  he  returned  to 
New  York  and  went  to  work  for  William  Harrison,  Chase's  fu 
ture  chairman.  Harrison,  nine  years  older  than  Lee,  became 
Lee's  mentor,  and  they  remain  close.  "I  stay  because  of  Bill," 
Lee  says.  "I  see  him  somewhat  as  a  father  figure." 

The  mentor's  first  assignment:  "He  wanted  to  get  into  LBO 
lending  if  we  could  find  a  way  to  distribute  the  risk,"  Lee  sa 
He  took  up  the  challenge  and  started  out  with  just  himself,  a 
desk  and  a  phone.  Today  he  oversees  3,000  people  around  th 
world.  Early  on  he  showed  Harrison  just  how  clever  he  coul 
be.  Until  then  banks  would  lend  $100  million  for  a  fee  of  2%. 


202 


\pril  17,2000 


Donald  Layton,  vice  chairman:  "We  used  to  have  the  wine 
in  our  face.  Today  we  have  the  wind  at  our  backs." 


To  reduce  risk,  they'd  pass  on  half  the  loan  to  another  bank, 
giving  that  bank  a  1.5%  fee  on  its  $50  million  piece.  This 
meant  Chemical  netted  a  $1.25  million  fee  on  the  risk  of  lend- 
ing $50  million,  a  2.5%  return  on  risk.  (Both  banks  also  get  in- 
terest, of  course.) 

The  solution  was  selfishly  simple  to  Lee:  Break  up  the 
$100  million  into  ten  parts,  farm  out  $10  million  pieces  to 
nine  other  banks — and  give  them  0.5%  fees  on  their  pieces. 
Why  would  the  other 
banks  accept  those  terms. 
Lee:  "Chase  was  the  bank 
opening  up  a  market  for 
others  to  buy  high-yielding 
assets.  They  want  the 
paper,  but  they  can't  create 
it  themselves."  When 
Chase  can  syndicate  on 
these  terms,  it's  left  with  a 
$1.55  million  fee  on  a  $10 
million  credit  exposure,  a 
15.5%  return  on  risk. 

As  junk-bond  takeovers 
raged  in  the  1980s  and 
companies  strained  under 
the  debt  service,  Lee  began 
to  see  syndicated  loans  as  a 
way  out.  In  a  buyout  of  the 
Steak  'n  Ale  chain  in  the 
mid-1980s  he  syndicated 
the  loans  but  left  the  bonds 
to  someone  else.  Then  it 
struck  him:  Why  not  create 
two  income  streams?  "We 
had  the  credit  knowledge.  I 
realized  it  could  be  used  to 
create  the  loan  as  well  as 
the  bonds,  and  collect  two 
fees.  Presto!" 

The  promise  of  one- 
stop  shopping  was  even 
clearer  by  1995,  when  Time 
Warner  wanted  to  shed  the 
Six  Flags  theme-park  busi- 
ness. The  buyout  group 
needed  capital,  but  junk 
bonds  were  a  tough  sell. 
LBOs  had  peaked  at  $75  bil- 
lion total  in  1989  but  had 
fallen  80%  a  year  later  and 
riadn't  recovered.  So  in  a 
30-minute  phone  call  with 
Time  Warner,  Lee  reduced 

Ithe  junk-bond  deal  and 


dicated  loans.  "We  did  it  easy,  and  one-stop  shopping  was  here 
to  stay" 

As  junk  fell  further  from  favor,  Lee  and  his  loans  emerged 
as  the  fixer  for  "91 1  financings,"  as  he  calls  emergency  bailouts. 
When  retail  chains  like  Carter  Hawley  Hale,  Federated  and 
Macy's  filed  for  Chapter  1 1  protection  in  the  early  1990s,  Lee 
almost  overnight  arranged  huge  debtor-in-possession  financ- 
ings to  keep  the  stores  open.  They  were,  in  effect,  syndicated 
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Marc  Shapiro,  vice  chairman:  "The  Street  does  not 

understand  that  we  are  the  largest  raiser  of  debt  capital 

in  the  world  and  a  significant  private  equity  investor." 


loans  tied  to  inventory,  and  somehow  Lee  convinced  the  Fitch 
rating  service  they  were  investment-grade. 

In  1993  c  IM's  finance  unit,  ( IMAl ,  was  having  trouble  rolling 

$  1 7  billion  in  short-term  commercial  paper.  So  Lee  raised 

billion — "every  drop  of  loan  capital  in  the  world,"  he 

pledging  the  assets  of  GMAC  Europe,  Opel  and  other 

rid  when  Kmart  needed  a  fast  $5  billion  in  1996, 

ie  difficulty,  for  the  loans  to  be  secured 


on  inventories  from  man- 
ufacturers like  Sony. 

In  the  fall  of  1998, 
when  the  world  financial 
markets  were  falling  apart 
and  no  one  else  could 
raise  big  money,  Lee  raised 
$8.5  billion  for  Seagram's 
purchase  of  Polygram, 
$1.2  billion  for  KKR's  buy- 
out of  Willis  Coroon,  the 
blue-chip  British  insur- 
ance brokerage,  and  $1.7 
billion  for  SPX's  purchase 
of  General  Signal. 

"My  instincts  told  me 
the  market  collapse  was 
temporary.  We  made  a 
conscious  effort  to  step  in 
where  others  couldn't  and 
wouldn't,"  Lee  says. 

But  Lee  has  his  share 
of  losers.  His  bet  on  Irid- 
ium, the  ill-fated  satellite 
phone  system  put  aloft  by 
Motorola,  has  been  a  dis- 
aster. Iridium  is  in  Chap- 
ter 11,  leaving  Chase  and 
its  syndicate  with  an  80% 
paper  loss  on  an  $800 
million  loan.  "Iridium's 
not  over  yet,"  he  vows. 

Also,  he  raised  $1  bil- 
lion for  DreamWorks,  but 
got  stuck  with  $400  mil- 
lion in  exposure  that  he 
couldn't  lay  off  elsewhere. 
That  position  is  down  to 
$100  million  today,  but 
DreamWorks  isn't  exactly 
burning  up  the  box  office. 
Even  when  a  deal 
flops,  however,  Chase 
rakes  in  multiple  fees.  Syn- 
dicated loans  open  the 
way  for  assignments  to 
underwrite  bonds  or  advise  on  acquisitions.  These  transac- 
tions, in  turn,  often  require  Chase's  expertise  in  derivatives  and 
foreign  exchange  trading  to  hedge  the  currency  risk  in  the 
bonds.  Don  Layton's  global-markets  group  handles  this,  and  j 
some  $10  billion  of  the  Italia  Telecom  takeover  was  financed  I 
this  way.  Chase  Capital  Partners,  the  bank's  $16  million  ven- 
ture capital  fund,  also  benefits  from  Lee's  operation.  Its  port 
folio  companies  are  financed  through  Chase  and,  to  top  off  the 
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cycle,  Lee  can  take  CCP's  clients  public  through  H&Q. 

This  spillover  has  driven  Chase  from  30th  to  6th  in  U.S. 
merger  and  acquisition  counseling.  It  has  pushed  the  bank's 
high-yield  presence  from  nowhere  to  number  four.  It  also  is 
one  reason  Layton's  division  ranks  number  one  in  global  de- 
rivatives and  number  two  in  foreign  exchange  trading. 

"The  Street  does  not  understand  that  we  are  the  largest 
raiser  of  debt  capital  in  the  world  and  a  significant  private  eq- 
uity investor,"  says  Marc  Shapiro,  vice  chairman. 

This  setup  worked  brilliantly  in  a  big  cellular  deal.  Chase 
arranged  financing  for  a  $70  billion  joint  venture  among  GTE, 
Bell  Atlantic  and  Vodaphone  in  the  U.S.  and  got  a  big  fee.  Then 
Chase  advised  GTE  on  dumping  some  wireless  properties  to 
get  regulators  to  approve  the  cellular  threesome,  grabbing  an- 
other fee.  Now  Chase  leads  a  $5  billion  debt  financing  for  the 
joint  venture  itself. 

Harrison,  Chase's  chief,  sees  a  big  missing  link  in  this  fee 
chain.  He  is  determined  to  acquire  a  big  investment  bank — 
Goldman  Sachs  &  Co.,  Morgan  Stanley  Dean  Witter  or  Merrill 
Lynch,  perhaps.  "We're  constantiy  talking,"  he  says. 

Then  Jimmy  Lee  would  be  even  better  equipped  to  drive 
new  deals.  He  doesn't  just  want  to  finance  LBOs  of  appliance 
and  auto  parts  makers.  He  wants  to  engineer  a  combination  of 
Old  Economy  and  New  Economy  players. 

"Take  a  big,  branded  company,  down  in  the  dirt,  with  lots 
of  e-commerce  opportunity,"  he  says,  warming  to  the  idea.  Get 
an  LBO  client  to  commit  part  of  the  cash,  then  bring  in  a  Yahoo 
or  a  Microsoft  to  add  an  equal  amount  of  equity.  And  then? 
I'd  take  the  company  private,  build  an  Internet  strategy,  and 
then  take  the  whole  company  public  or  monetize  some  of  the 
subsidiaries  with  tracking  stocks." 

The  next  flurry  of  dealmaking  clearly  rivets  him.  Buyouts 
beckon  in  Europe  and,  thereafter,  in  Japan.  "That's  next  LBOs. 
Unfriendlies.  The  whole  ball  of  wax!"  Lee  says  in  rapid-fire 
giddiness.  Japan?  "It's  a  huge  buy  for  the  next  decade.  Could  be 
massive.  Buy  your  50  favorite  Japanese  stocks,  forget  about 
them,  put  them  away,  give  them  to  your  children." 

And  what  then  for  Jimmy  Lee?  He  gets  job  offers  from  buy- 
out funds,  Internet  startups  and  money  managers  all  too  fre- 
quency. His  $19  million  in  compensation  last  year  was  hand- 
some enough,  but  he  could  make  far  more  doing  deals  in 
Silicon  Valley.  He  insists  his  own  wealth  isn't  the  point. 
"Money  does  not  drive  me.  What  drives  me  is  coming  up  with 
the  next  idea  and  building  a  business  around  it,"  and  then 
doing  it  yet  again,  he  says. 

Every  Monday  at  7:45  a.m.,  300  Chase  bankers  gather  in  an 
auditorium  in  midtown  Manhattan,  and  several  hundred 
more  around  the  world  listen  in  by  phone.  The  session,  led  by 
Lee,  is  equal  parts  progress  report  and  pep  rally,  as  they  review 
pending  loans,  bond  issues,  mergers,  stock  offerings  and  tax 
matters.  The  Dow  has  been  too  strong  lately,  and  Lee  worries 
he  is  running  out  of  time  to  grab  the  blue  chips  on  his  list. 
The  market's  bumped  up,  so  let's  accelerate  those  20  deals," 
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James  Lee's  syndicated  loans  have  taken  on  a  role  once 
played  by  Michael  Milken's  high-yield  bonds.  But  there 
are  important  differences,  in  risk,  yield,  liquidity  and 
maturity. 

Syndicated  bank  debt  usually  ranks  higher  on  the  senior- 
ity spectrum  than  the  typical  junk  bond.  In  a  crunch  the 
bankers  stand  in  line  alongside  general  creditors,  like  suppli- 
ers. Bondholders,  in  contrast,  are  often  subordinated  to 
banks  and  general  creditors. 

That  doesn't  mean  bank  debt  is  risk-free.  Investors  in  the 
syndicated  loans  to  Iridium  are  stuck  with  66  useless  satel- 
lites—orbiting scrap  metal.  Clients  who  put  money  into  a  loan 
package  for  Bruno's,  a  grocery  chain,  were  left  with  empty 
stores  and  rotting  food. 

All  told  there  is  $1.3  trillion  in  bank  debt  outstanding  to 
publicly  traded  corporations;  50%  of  it  is  of  investment 
grade,  meaning  that  it  is  (or  would  be)  rated  BBB  or  better, 
estimates  Steven  Bavaria,  director  of  bank  loan  ratings  at 
Standard  &  Poor's.  The  remaining  $650  billion  is  what  you 
could  call  junk  bank  debt,  and  virtually  all  of  this  is  syndi- 
cated—that is,  broken  into  pieces  that  banks,  insurers,  pen- 
sion funds  and  mutual  funds  can  trade  among  themselves. 

Most  bonds,  whether  of  junk  or  investment  quality,  have 
fixed  coupons.  Most  bank  debt  is  floating  rate.  Typical  exam- 
ple: Chase  recently  syndicated  a  $525  million  loan  to  Georgia 
Gulf,  a  chemical  manufacturer.  It  is  divided  into  two  term 
loans  which  are  unrated;  the  company  is  rated  BBB-minus  by 
Standard  and  Poor's.  The  loans  carry  an  interest  rate  2.75 
percentage  points  above  the  London  Interbank  Offered  Rate 
(LIBOR).  The  same  company  has  some  junk  debt  outstanding, 
now  yielding  10.4%  to  maturity  (compounded  semiannually). 

Liquidity,  never  too  great  in  junk  bonds,  is  terrible  in  the 
loan  market.  Two  dozen  or  so  traders  make  a  market,  with 
trades  typically  starting  at  $4  million.  The  bank  that  arranged 
the  loan  charges  $3,400  to  book  each  trade. 

As  for  maturity,  loans  and  bonds  are  a  world  apart.  A 
typical  junk  bond  matures  in  10  or  20  years  and  is  callable 
by  the  borrower  5  or  10  years  before  maturity.  The  borrower 
will  call  in  the  bonds  early  if  it  can  refinance  at  a  lower  rate. 
The  typical  bank  loan  must  be  repaid  between  three  months 
and  ten  years,  but  it  can  be  prepaid  at  any  time  by  the 
borrower. 

Individual  investors  who  want  to  participate  in  the  bank 
loan  market  can  buy  mutual  funds  such  as  the  Franklin  Tem- 
pleton  Floating  Rate  Trust  or  the  Morgan  Stanley  Dean  Wit- 
ter Prime  Income  Trust.  The  Franklin  fund  has  a  weighted 
average  credit  quality  of  BB-minus,  and  paying  8.1%,  net  of 
its  1.4%  expense  burden.  Morgan's  fund  returns  7.1%  net  of 
1.4%  expenses,  many  of  the  holdings  are  unrated,  but  the  av- 
erage falls  below  investment  grade. 

— Michael  Maiello 
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by  Allianz  Group. 


Wherever  you  are,  whenever  you 
need  us,  the  Allianz  Group  is 
always  there  for  you. 

For  over  75  years  we  have  successfully  managed  the 
assets  of  life  insurance  policy  holders.  This,  together 
with  the  close  cooperation  of  our  global  partners  and 
the  experience  of  our  asset  management  team  leads  to 
improved  long-term  investment  performance.  It's  no 
wonder  then,  that  we  were  recently  awarded  the  pres- 
tigious Standard  &  Poor's  AAA  rating.  Maybe  that's  why 
we  insure  more  Fortune  500  companies  worldwide 

than  anyone  else.  Allianz.  The  Power  Beside  You. 


Allianz  ® 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  Financial  services. 


Michael 


MICHAEL  DELL  SPENDS  MUCH  OF  HIS  TIME  THESE  DAYS  TRYING  TO 
convince  people  that  Dell  Computer  is  no  longer  a  PC  maker.  "People 
associate  us  with  the  PC  and  Windows,"  Dell  says.  "That's  an  easy  as 
sociation  to  make,  but  it's  not  really  an  accurate  description  of  the 
company  anymore." 

Would  that  it  were  so.  In  fact,  PCs  and  notebooks  accounted  for 
80%  of  Dell  Computer's  $25.3  billion  in  revenues  last  year.  Dell  sells 
more  PCs  in  the  U.S.  than  any  other  company  and,  worldwide,  is  sec- 
ond only  to  Compaq  Computer. 

Not  long  ago  Dell  was  proud  to  be  the  world's  best  monger  of 
low-cost  mail-order  PCs.  But  the  business  is  showing  signs  of  ad- 
vanced age.  Sales  of  desktop  PCs  declined  3.5%  in  the  U.S.  last  year 

and  will  inch  up  a  mere  1%  this  year. 
Dell's  sales  growth  averaged  nearly  60%  a 
year  in  the  1 990s  but  has  slowed  to  about 
half  that  blistering  pace.  Sales  in  Europe 
grew  a  mere  8%  last  quarter  and  only 
20%  last  year. 

Profits  are  sagging,  too.  Last  quarter 
Dell's  net  income  would  have  declined 
without  one-time  gains  on  Web  invest- 
riavC  aro  hohinH  it         ments.  For  the  past  two  quarters  Dell  has 
U  c  surprised  Wall  Street  with  earnings  disap- 

pointments, not  a  good  sign  from  a  com- 
pany known  for  laser-precise  logistics.  No 
wonder  Dell's  stock,  which  grew  an  aver- 
age of  140%  a  year  from  1995  to  1999, 
has  gone  as  flat  as  Texas. 

"The   party's   over,"   says   Fred  A. 
Hickey,  editor  of  the  High-Tech  Strategist, 
a  newsletter  out  of  Nashua,  N.H.  Hickey  says  PCs  have  become  a  commodity 
like  televisions.  "Dell's  the  leader  in  a  dying  market." 
Michael  Dell  insists  he  can  sidestep  the  steamroller  by  moving  into  other 
product  areas,  such  as  high-end  servers  and  services.  "Change  is  not  some- 
thing we've  ever  shied  away  from,"  he  says.  But  this  time  the  baby-faced  bil- 


Dell  Computer 
made  its  name 
selling  cheap  PCs. 
But  now  that  the 
PC  industry's  best 
are  behind  it, 
Dell  desperately 
needs  a  new  line 
of  work. 

BY  DANIEL  LYONS 


208 


2000 


Deil-usions  of 
grandeur? 

Michael  Deil  is 
past  the  PC;  now 

he  aims  to  rule 
Internet  servers. 


lionaire  must  take  his  company  apart 
and  put  it  back  together  into  something 
looking  very  different. 

The  Internet,  Michael  Dell  says,  is 
pulling  companies  like  Dell  in  two  di- 
rections— toward  the  "core,"  where 
servers  and  huge  storage  systems  re- 
side, and  the  "edge,"  comprising  PCs, 
cell  phones  and  handheld  devices.  Dell 
won't  fight  the  tug-of-war.  He  will 
move  upstream,  with  a  new  line  of 
servers  and  storage  systems  that  will 
compete  with  Sun  Microsystems'. 
He'll  also  move  downstream,  selling 
low-cost  PCs  and  reselling  handheld 
devices  that  other  companies  make. 
And  he  will  move  sideways  into  ser- 
vices— Web  hosting  and  storage  to 
drive  new  revenue  streams. 

"The  real  Holy  Grail  is  the  servers 
and  storage  systems  that  will  sit  at  the 
center  of  that  network,"  says  Dell,  who 
reckons  the  server  industry's  sales  will 
grow  twentyfold  in  five  years. 

But  so  far,  the  lion's  share  of  the 
Web  server  market  belongs  to  Sun  Mi- 
crosystems, with  its  powerful  and  ex- 
pensive Unix  systems  and  a  $1.4  billion 
annual  research  budget  (five  times  that 
of  Dell's).  "Dell  has  a  great  business 
model,  but  that  dog  won't  scale,"  says 
John  Shoemaker,  vice  president  of 
Sun's  server  division.  "This  is  a  whole 
different  world.  You're  not  just  FedEx- 
ing  boxes  to  these  guys." 

Yet  price  is  paramount,  and  Dell's 
servers  are  cheaper  than  Sun's.  "Sun 
has  52%  gross  margins,  but  it's  artifi- 
cial," says  Dell  Chief  Financial  Officer 
Thomas  Meredith,  who  was  Sun's  trea- 
surer before  joining  Dell.  "They've  had 
no  competition  for  the  past  few  years.  If 
I  were  them,  I'd  take  a  razor  to  my  op- 
erating expenses  right  now." 

As  Dell  pushes  beyond  the  PC  box, 
one  key  is  Dell  Ventures,  an  invest- 
ment arm  formed  last  year.  It  has  put 
$70  million  into  88  companies,  figur- 
ing not  only  to  make  money  on  the 
bets  but  also  to  use  these  partners  to 
fuel  Dell's  growth.  Interliant,  a  Web 
hosting  company  in  Purchase,  N.Y., 
sold  a  stake  to  Dell  in  January.  The 
month  Dell  Computer  entered 
the  Web  hosting  business  by  reselling 
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Make  the  little 
guys  feel  big 

MICHAEL  DELL  KNOWS  SOMETHING  THAT  OTHER 
guys  just  aren't  getting  yet,"  says  Keith 
Dellova,  vice  president  of  technology  at  On- 
Site  Trading  Inc.,  a  brokerage  firm  in  Great  Neck,  N.Y. 
that  buys  all  its  gear  from  Dell. 

Which  is  this:  If  you  want  to  win  the  hearts  (and 
wallets)  of  small-business  customers,  you  need  to 
make  them  feel  important.  That  mantra  has  helped 
Dell  become  number  one  among  PC  makers  in  the 
U.S.  small-business  market,  up  from  fourth  place  at 
the  end  of  1997.  Dell's  sales  to  home  and  small-busi- 
ness customers  grew  70%  last  year  and  now  repre- 
sent 30%  of  revenues,  or  about  $8  billion  in  1999. 

Dellova  talks  nearly  every  day  with  his  Dell  ac- 
count manager,  Jacqueline  Godlewski.  And  not  just 
about  computers.  She  knows  about  his  parrots.  He 
knows  about  her  dogs.  The  two  have  become  so 
friendly  that  last  summer  when  Godlewski  and  her 
husband  visited  Connecticut  for  a  wedding,  they  came 
into  Manhattan  and  met  Dellova  and  his  girlfriend  for 
dinner.  And  when  Dellova  was  in  Texas  on  a  business 
trip,  he  drove  to  Austin  and  had  lunch  with  Godlewski. 
"Jackie,"  he  says,  "is  my  adopted  sister." 

No  wonder  Dellova  is  a  loyal  customer.  You  think 
Compaq  or  IBM  would  work  that  hard  for  a  guy  who 
spends  $300,000  a  year  on  computers? 


Over  the  past  three  yea 
Dell  has  built  liaisons  wi 
thousands  of  small-busine: 
customers  like  Dellova,  usii 
a  team  of  about  250  "relatio 
ship  sales  reps"  Hi 
Godlewski.  It's  applying  th 
same  strategy  to  fast-growii 
dotcoms  with  a  big  hunger  f 
hardware.  "We  love  the: 
guys.  They've  got  85  emplo 
ees  and  400  servers.  They' 
going  to  be  great  custome 
for  us,"  says  Kevin  Rollin 
vice  chairman  at  Dell. 

Any  company  with  few 
than  400  employees,  Dell  figures,  is  a  small  business— there  are  about  9  million 
them  in  the  U.S.  They're  harder  to  reach  than  huge  corporate  accounts,  which  nego 
ate  volume  discounts  and  then  tend  to  stick  for  years  with  whichever  computer  mak 
they  choose.  Small  businesses  more  often  flip  from  one  PC  company  to  another,  sho 
ping  around  for  the  best  price  each  time  they  buy. 

Nevertheless,  the  little  guy  keeps  coming  back  to  Dell;  about  two-thirds  of  its  sma 


Constant  companion:  Keith  Dellova  calls  Dell  daily. 


"Small  companies  can  have  the  same 
relationship  with  us  as  large  corporations." 


usiness  sales  are  from  repeat  customers.  Success  springs  in 
art  from  Dell's  direct  sales  model,  which  keeps  prices  down  by 
iminating  distributors  and  dealers— and  lets  Dell  "touch"  each 
jstomer  and  build  a  relationship. 

Spend  more  than  $50,000  a  year  with  Dell  and  you  get  a  ded- 
ated  account  rep  like  Godlewski,  who  caters  to  70  clients.  You 
so  get  an  array  of  special  services— like  the  customized  "Pre- 
ier  Page"  that  lets  you  place  orders  on  the  Web  and  keep  track 
:  what  you've  bought,  and  access  to  the  Dell  Plus  program,  in 
hich  company  technicians  preload  your  computers  with  any 
)ftware  you  want,  including  your  company's 
vn  customized  applications. 

"The  idea  is  to  let  a  small  company  with 
•0  employees  have  the  same  end-to-end  re- 
tionship  with  us  as  a  large  corporation,"  says 
Ddlewski,  35.  She  joined  Dell  in  1998  after 
n  years  in  the  hotel  and  hospitality  industry. 


Heart  to  heart:  Sales  rep  Jackie 
Godlewski  talks  to  Keith  Dellova 
about  pets,  families— and  servers. 

Good  training  for  selling  comput- 
ers. "My  goal  is  to  make  sure  that 
every  customer  looks  forward  to 
calling  me,"  she  says. 

Or  getting  a  call  from  her. 
Dellova's  company  recently  rented 
space  in  a  computer  outsourcing 
facility  that  charges  customers 
based  on  how  much  rack  space 
their  computers  use.  When  Dell's 
engineers  started  developing  a 
new,  smaller  server,  Godlewski 
called  Dellova  to  tell  him  about  the 
machine,  which  could  save  him 
money  because  it  takes  up  less 
rack  space.  "I  get  more  heads  up 
from  Dell  than  from  any  of  the 
other  companies  I  do  business 
with,"  says  Dellova,  who  will  prob- 
ably buy  the  slim  servers. 

Dell  frequently  flies  small- 
business  customers  to  Texas  for  a 
tour  of  its  plant  and  meetings  with 
executives.  Dell  also  brings  its  act 
to  customers— on  an  18-wheeler 
whose  trailer  is  kitted  out  with 
servers  and  storage  gear.  The 
"Dell  on  Wheels"  rolling  show- 
room, with  leather  seats  and  huge 
displays,  has  stopped  in  50  cities 
since  last  year.  After  the  tour, 
Dell's  khaki-clad  salesmen  take 
customers  out,  talking  speeds  and 
feeds  over  dinner  and  drinks. 
In  some  cases  the  road  show 
is  a  way  to  hang  on  to  customers.  iLife.com,  a  personal  finance 
Web  portal  based  in  North  Palm  Beach,  Fla.,  spent  $750,000  on 
Dell  equipment  last  year,  but  has  been  getting  heavily  pitched  by 
Compaq.  Dell  on  Wheels  breezed  into  nearby  Miami  and  strutted 
some  new  high-end  technology.  That  impressed  Michael  Diamant, 
chief  technology  officer  at  iLife.com.  After  the  show,  he  agreed  to 
spend  another  $500,000  on  Dell  boxes.  —D.L. 


Speeds  and 

feeds:  Dell  takes 

the  show  on  the 

road,  with  demos 

of  servers  and 

storage  systems 

in  a  refurbished 

trailer  truck. 


Interliant's  service. 

Dell  wins  three  ways.  First,  Dell 
steers  customers  to  Interliant  and  takes 
a  cut.  Next,  Dell  sells  its  servers  to  Inter- 
liant to  support  those  new  customers. 
Finally,  Dell's  support  boosts  Inter- 
liant's sales,  which  should  drive  up  the 
value  of  Dell's  stake.  "They  buy  our  in- 
frastructure, we  put  them  in  front  of 
our  customers,"  Dell  says. 

But  the  push  could  backfire.  By  sell- 
ing things  like  Web  hosting  services, 
Dell  starts  to  compete  with  some  of  its 
best  customers.  Its  pact  with  Interliant 
helped  drive  away  Verio  Inc.,  the  lead- 
ing Web  hosting  company.  Verio  used 
to  buy  Intel-based  servers  from  Dell  but 
now  will  shop  elsewhere.  Its  server  bud- 
get this  year:  $50  million.  Verio  also 
plans  to  cozy  up  to  Sun. 

Nonetheless,  more  investments  are 
in  the  works.  Dell  has  a  stake  in  Storage- 
Networks  and  will  resell  that  company's 
Web  storage  service.  Other  key  partners: 
Fast  Search  &  Transfer,  a  Norwegian 
outfit  that  is  using  Dell  servers  for  its 
new  search  technology  and  whose 
search  service  Dell  may  resell;  and  Cen- 
terBeam,  which  will  rely  primarily  on 
Dell  servers  and  let  Dell  resell  its  Web 
services  for  small  businesses. 

CFO  Meredith  calls  this  an  "ecosys- 
tem" model  in  which  Dell,  at  the  mid- 
dle, unites  the  expertise  of  dozens  of 
partners.  He  says  alliances  make  more 
sense  than  outright  acquisitions,  freeing 
Dell  to  dump  one  ally's  switching  tech- 


"Compaq  is  rearview 

mirror  thinking.  I'm  a 

lot  more  focused  on  Sun 

than  on  Compaq^__ 


nology  in  favor  of  a  rival  with  the  next 
big  thing. 

Dell  is  in  effect  admitting  what  oth- 
ers have  said  for  years — that  it  is  not  so 
much  a  PC  manufacturer  as  a  PC  re- 
Dell  has  great  one-to-one  rela- 
tionships with  millions  (if  customer:, 
around  the  world.  Now  it  wants  to  use 
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the  Dell  brand  to  sell  those 
customers  things  other  than 
computers. 

Last  year  Dell  launched  a 
group  called  Gigabuys  to 
resell  software,  Epson  print- 
ers, Kodak  digital  cameras 
and  3Com  Palms.  More  re- 
cently Dell  even  formed  Of- 
fice by  Dell  to  sell  office 
equipment,  from  chalkboards 
to  leather  chairs. 

Dell  already  acts  as  an  In- 
ternet service  provider,  selling 
access  through  DellNet.  Soon 
Dell  will  begin  selling  wireless 
Internet  access  as  well,  by  strik- 
ing deals  to  resell  service  pro- 
vided by  cellular  carriers.  Also 
planned:  Web  design  services, 
with  Dell  reselling  services 
from  Web  boutique  shops  Dell 
has  yet  to  name. 

This  service,  along  with 
Web  hosting  and  Internet  ac- 
cess, will  be  arranged  under  a 
program  Dell  calls  Dell  E 
Works.  But  it  means  Dell  will 
stray  far  beyond  PCs  and  what 
it  does  best,  all  in  pursuit  of  a 
services  market  that  is 
crowded,  labor-intensive  and 
thinly  profitable. 

For  better  or  worse,  boxes 
are  still  Dell  Computer's  bread 
and  butter.  The  company  can 
still  milk  the  business  for  more 
profits,  since  the  "In- 
ternet build-out" 
under  way  will  gener- 
ate huge  demand  for 
hardware  over  the 
next  few  years.  Dell's  in-house 
number  crunchers  estimate 
that  by  2003  companies  will 
spend  $370  billion  a  year  on 
Internet  infrastructure,  up 
from  $124  billion  last  year. 

Angling  for  a  piece  of  the  action, 
Dell  recently  created  the  Internet  Part- 
ner Division  to  push  Dell  servers  to  In- 
ternet access  firms  and  Web  sites.  Dell 
also  is  launching  a  multimillion-dollar 
ad  blitz  that  looks  a  lot  like  Sun's  "We 
put  the  dot  in  dot.com"  pitch,  with  ads 


Is  the  Party  Really  Over? 


Unit  sales  explode,  but  prices  keep  dropping. 
The  result:  Revenue  growth  has  slowed  to  30%, 
half  the  rate  of  a  few  years  ago. 
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Dell's  sizzling  shares  soared  89,000%  in  the 
1990s  (that's  not  a  typo).  Now  they've  gone  flat. 
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that  place  the  "E"  from  the  Dell  logo  i 
a  blue  dot. 

On  the  product  side,  Dell  has  deve 
oped  a  line  of  stripped-down  "appl 
ance"  servers  aimed  at  Internet  cud 
tomers.  These  will  run  Windows  q 
Linux,  an  open-design  version  of  th 
Unix  operating  system,  and  will  start 
less  than  $2,000.  At  the  high  end,  Dell 
eight-processor  PowerEdge  8450  serve 
delivers  80%  of  the  horsepower 
Sun's  Enterprise  4500  at  a  fourth  th 
price  ($600,000  for  Dell's  box  verst 
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$2.5  million  for  Sun's).  What  about 
Compaq,  Dell's  longtime  nemesis  in 
PCs?  "That's  rearview  mirror  thinking," 
Michael  Dell  says.  "I'm  a  lot  more  fo- 
cused on  Sun  than  on  Compaq." 

Tell  the  folks  at  Sun  that  Michael 
Dell  wants  to  meet  them  out  back  after 
school,  and  they'll  laugh  in  your  face. 
But  in  fact,  Dell  is  whupping  Sun  at 
some  accounts.  Innerhost,  a  fast-grow- 
ing application  service  provider  in 
Miami,  uses  nothing  but  Dell  servers 
and  will  buy  50  to  75  of  them  a  month 
"for  as  long  as  we're  in  business," 
Chief  Executive  Luis  Navarro  says.  ]C 
Penney,  Nordstrom  and  Toys  "R"  Us 
all  use  Dell  PowerEdge  servers  to  run 
their  Web  sites. 

The  150  Dell  servers  at  Monster.com, 
a  job  site  based  in  Maynard,  Mass., 
handle  5  million  searches 
a  day.  Brian  Farrey,  Mon- 
ster's chief  technology  of- 
ficer, says  he  was  dubious 
about  using  cheap  Intel- 
based  servers  when  he 
joined  the  firm  last  year. 
For  17  years  he  had  run 
only  Unix  systems,  mosdy 
from     Sun.  After    nine 
months  on  Dell,  he's  a 
convert.  Dell's  servers  cost 
half  as  much  as  a  compa- 
rable solution  from  Sun, 
he  says,  and  Windows  ex- 
perts cost  less  to  employ  than  Sun's 
expensive  consultants.  "You  can't  deny 
the  facts,"  Farrey  says.  "This  stuff  is 
real  here." 

Farrey  and  others  are  taking  a  new 
approach  to  running  Web  sites.  Instead 
of  buying  one  or  two  huge  Sun  servers, 
they  lash  together  hundreds  of  rela- 
tively cheap  Intel-based  servers.  If  a  few 
of  them  fail,  so  what?  Toss  them  and 
buy  a  few  more. 

Sun  claims  that's  a  recipe  for  disas- 
ter because  Windows  NT  won't  support 
the  24-7  uptime  that  Web  sites  need. 
"They're  rebooting  these  NT  servers 
multiple  times  a  week — or  multiple 
times  a  day,"  Shoemaker  says. 

Hogwash,  says  Michael  Dell,  whose 
own  Web  site  does  $40  million  a  day  in 
online  commerce,  all  of  it  transacted  on 


Dell  servers  running  Windows  NT. 

He  aims  to  take  on  Sun  using  the 
same  strategy  he  used  against  Compaq 
and  IBM:  Sell  direct,  win  on  price,  keep 
customer  loyalty  with  quality.  Dell  did 
not  jump  into  the  server  business  until 
1996,  but  sales  grew  70%  last  year  and 
Dell  now  ranks  second  in  Intel  servers 
(behind  Compaq).  In  the  small-busi- 
ness segment,  Dell's  server  sales  grew 
110%  last  year  (see  box,  p.  210). 

Storage  will  be  a  tougher  battle.  It's 
hot  because  Web  shops  need  a  place  to 
keep  all  those  snazzy  pages  they're  cre- 
ating. But  Dell  is  at  the  back  of  the 
pack.  Its  storage  sales  grew  50%  last 
year  to  $1.2  billion,  but  Dell  rates  only 
sixth,  with  4.2%  of  the  market,  says  In- 
ternational Data  Corp.  In  external  stor- 
age systems  (those  that  aren't  built  into 
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the  server  itself),  Dell  rates  12th,  with 
only  a  1.6%  share. 

In  storage,  as  in  other  areas,  Dell 
mostly  resells  products  that  other  com- 
panies make.  But  last  year  Dell  acquired 
a  company  called  ConvergeNet,  which 
is  developing  a  technology  that  will  let 
companies  manage  all  of  their  storage 
systems  from  a  single  console.  Many 
companies  use  mainframes,  minicom- 
puters, Unix  servers  and  Intel  servers, 
all  with  different  storage  setups.  Dell's 
new  property  could  be  a  winner  if  it 
can  solve  the  headache  of  managing 
those  disparate  systems. 

Nobody's  losing  sleep  at  EMC  Corp., 
the  leader  in  high-end  storage.  Sun  and 
Compaq  have  credible  products  in  the 
midrange  market,  but  Dell  doesn't  even 
come  close,  an  EMC  spokesman  sniffs. 


Nevertheless,  Dell  recently  won  z 
sale  at  Mirage  Resorts,  which  bought 
two  Dell  storage  subsystems  for  the  Bel- 
lagio  in  Las  Vegas.  Says  Glenn  Bonner 
Mirage's  chief  information  officer,  "Yoi 
can  put  in  a  $50,000  Dell  server,  and  r 
competes  with  an  IBM  midrange  com- 
puter that  costs  $375,000.  Now  that'; 
something  I'm  going  to  look  at." 

But  while  Dell  chases  Sun,  new  ri 
vals  from  below  are  gaining  on  th< 
Austin  outfit.  The  "free  PC"  phenome 
non  is  one  thing.  A  bigger  threat  come; 
from  VA  Linux  Systems,  a  maker  o 
cheap  servers  that  run  Linux.  It  is  a  ste{ 
ahead  of  Dell  in  developing  servers  fo 
Internet  use.  Some  60%  of  its  sales  an 
Web-related. 

It's  one  thing  to  cross  swords  witl 

IBM  and  Compaq,  which  have  higl 

overhead  and  inefficien 

distribution  channels;  i 

is  something  else  alto 

gether  to  fight  VA  Linux 

which  loses  money  bu 

has  a  market  valuation  o 

$4  billion.  "Companie 

that  don't  want  to  mak 

a  profit,  who  can  fun( 

losses  with  balance  shee 

equity  for  a  sustained  pe 

riod  of  time,  that's  a  littl 

harder  to  compete  with, 

Michael  Dell  concedes. 

Dell    doesn't    min< 

playing  the  underdog.  "You  can  go  bac 

five  years  and  find  chapter  and  vers 

about  how  Dell  would  never  succeed  it 

the  server  business.  It  was  just  anothe 

thing  that  people  said  we  couldn't  do, 

Dell  says.  "But  five  years  ago  we  had  29 

of  the  U.S.  server  market.  Today  w 

have  24%." 

He  has  enjoyed  a  remarkabll 
charmed  existence  since  starting  th 
company  in  his  University  of  Texa 
dorm  room  in  1984.  Now,  at  35,  he  i 
squaring  off  against  the  biggest  chal 
lenge  he  will  ever  face.  Compaq  trie- 
to  buy  its  way  into  the  big  leagues  b 
acquiring  Digital  Equipment  and  Tan 
dem  Computer — and  nearly  killed  i 
self  in  the  process.  Maybe  Michaej 
Dell  has  learned  from  his  rival 
mistakes. 
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FIDELITY  RETIREMENT 
INCOME  PLANNING 


"Experts  agree  that  once  you  retire,  you'll  still 
need  60%-80%  of  your  pre-retirement  salary. 
Social  Security  or  pensions  won't  even  make  up 
half  of  that*  That  means  you  need  to  determine 
where  the  rest  of  your  retirement 
income  will  come  from  for  the  next 
20  years  or  more.  Fidelity  Retirement 
Income  Planning  will  help  you  assess 
how  a  Rollover  and  other  investments 
work  toward  your  retirement  goals." 
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Unequal?  Unfair? 

Income  inequality  has  been  on  the  upswing.  Why?  Put  this  trend  in  a 
larger  historical  context,  and  you  get  a  better  idea. 


Ratio  of  skilled  workers'  pay 
to  common  laborers'  pay. 

2.6 


1.6 


1.4 


1.2 
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Inequality  generally 

increases  in  panics, 

the  Great  Depression. 


Inequality  falls-Civil  War,  World  Wars  I  and  II 
increase  demand  for  unskilled  labor. 


ALL  PERSONS  MAY  BE  CREATED  EQUAL— BUT  THEY 
earn  unequally.  Especially  lately.  Income  inequal- 
ity has  been  on  the  rise  in  the  U.S.  for  at  least 
three  decades.  (Very  recent  figures  suggest  the  trend 
may  have  stalled.) 

Still,  U.S.  income  inequality  is  not  exceptional  by  his- 
torical standards.  Data  collected  by  Vanderbilt  University 
economist  Robert  A.  Margo,  author  of  Wages  and  Labor 
Markets  in  the  U.S.  1820-1860  (University  of  Chicago) 
and  published  in  a  recent  paper  for  the  Jerome  Levy  Eco- 
nomics Institute  of  Bard  College,  show  how  two  familiar 
factors  affected  the  earnings  ratio  of  unskilled  to  edu- 
cated labor — demand  and  supply. 


Demand  for  educated  labor  in  an  industrializing 
economy  caused  a  gradual  widening  of  inequality  ovei 
the  19th  century.  That  demand  may  again  have  been  ai 
factor  in  the  technological  revolution  of  the  past  fe 
decades. 

By  contrast,  supply — in  the  shape  of  the  avalanche  o: 
GI  Bill-financed  college  graduates  after  World  War  II 
may  have  helped  dampen  inequality  into  the  1950s,  p 
of  what  labor  economists  call  "the  Great  Compression.' 
Similarly,  the  "High  School  Movement" — the  tendenq 
for  Americans  to  attend  and  graduate  from  high  school 
under  way  by  the  1890s — has  apparendy  decisively  low-  i 
ered  the  relative  returns  to  education,  increasing  equality 
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The  Great  Compression"— 

inequality  falls  due  to  recovery;  war; 

Gl  Bill-financed  educated  labor 

supply  surge;  no  immigration  to 

boost  unskilled  labor  supply. 


Inequality  increases— technology 

demands  educated  labor;  immigration 

boosts  unskilled  labor  supply. 


2.6 


Data  not  available 

Inequality  falls— "High  School 

Movement"  boosts  supply  of 

skilled  labor. 


Inequality  increase 
stalls— boom  tightens 
labor  market.         11 


Ratios  reflect  income  of  a  middle-  to  upper-middle-class  worker  as  a  multiple  of  a  common  laborer's 
income.  Data  on  high-wage  earners  (e.g.,  the  top  20%)  are  not  consistently  available  for  the  19th  and 
early  20th  centuries.  Sources:  Robert  A.  Margo,  "The  History  of  Wage  Inequality  in  America,  1820  to 
1970. "  The  Jerome  Levy  Economics  Institute  of  Bard  College,  Working  Paper  No,  286;  US  Census 
Bureau,  "Money  Income  in  the  United  States,  1998," 


1.6 


Interestingly,  Margo  speculates  that  the  relative  re- 
irns  to  education  are  probably  lower  today  than  they 
ere  a  century  ago.  There  was  just  less  educated  compe- 
tion  around. 

Wars  increase  equality,  by  boosting  demand  for  un- 
ulled  labor.  Recessions  and  panics  decrease  equality 
larply,  because  they  hit  unskilled  labor  hardest.  Pro- 
nged expansions  end  up  increasing  equality,  because 
bor  markets  get  tight.  That's  arguably  what  has  been 
ippening  since  1994. 

Collecting  this  data  was  a  heroic  exercise  in  economic 
cheology.  There's  room  for  debate.  Margo  thinks  that  if 
ives  and  income  levels  in  the  South  were  better  ac- 


I 


1925 


1950 


counted  for  before  and  after  the  Civil  War,  the  19th-cen- 
tury increase  in  inequality  would  be  even  greater.  Con- 
versely, more  complete  documentation  of  women  and 
blacks  early  in  the  20th  century  would  probably  reveal 
increased  inequality  then.  In  that  case  the  recent  rise  in  in- 
equality would  look  even  less  consequential. 

Equality  is  not  everything.  The  annual,  inflation-ad- 
justed earning  levels  of  unskilled  labor  went  from  $3,900 
in  1825  to  $25,600  in  1998. 

And,  says  Margo,  "History  shows  that  when  inequal- 
ity goes  up,  it  eventually  comes  down  again."  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson 
Institute,  Indianapolis,  edwinr@hudson.org. 
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Business 
Is  Booming 


Profits,  sales,  assets  and  market  value  of  the  Forbes  500s  companies  all  rose  dramatically  last  year. 
Absent  a  nasty  surprise,  it  sure  looks  like  more  of  the  same  in  2000.  How  long  can  this  party  last? 

BY  MICHAEL  K.  OZANIAN 


BY  EVERY  YARDSTICK,  1 999  WAS  A  REMARKABLE  YEAR 
of  growth  for  America's  largest  corporations. 
Consider  the  composite  numbers  for  the  895 
companies  included  in 
this,  our  32nd,  edition  of 
the  Forbes  500s.  Sales  rose 
11%  over  last  year,  to  $6.5 
trillion.  Profits  went  up 
26%,  to  $440  billion.  As- 
sets climbed  13%,  to  $16.8 
trillion.  Market  value  was 
up  25%,  to  $14  trillion. 
Sales  haven't  been  this 
brisk  in  over  ten  years. 
Profit  growth?  You'd  have 
to  go  back  to  1 994  to  find  a 
better  year.  And  we're  not 

just  talking  technology  here.  Citigroup,  Boeing,  USX- 
Marathon  and  Navistar  International  all  saw  profits  go 
up  by  more  than  50%  last  year. 

What  makes  these  results  all  the  more  remarkable  is 
the  fact  that  at  107  months  the  current  expansion  is  the 
longest  on  record,  and  the  Federal  Reserve  has  been  try- 
ing to  dampen  speculative  excesses  with  interest  rate  in- 
creases (five  times  since  the  beginning  of  last  year).  The 
best  news:  After  declining  in  both  1997  and  1998,  prof- 
itability improved  dramatically  last  year.  The  aggregate 
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net  margin  for  the  Forbes  500s  was  6.8%,  compared 
with  6%  in  1998.  Margin  improvement  was  not  the  re- 
sult of  job  cutting.  Employment  for  the  Forbes  500s  rose 
4.1%  last  year,  to  23.9  million. 

This  year  should  see  further  growth,  according  to 
IBES,  a  New  York  City  firm  that  collates  earnings 
estimates  from  3,000  analysts.  The  typical  Forbes  500s 
company  should  see  earnings  per  share  go  up  14% 
this  year. 

Moreover,  IBES  is  forecasting  an  earnings  increase  of 
another  14%  a  year  through  2004.  Yes,  analysts  have  a 
reputation  for  being  too  optimistic.  But  1999  earnings 
came  in  almost  exactly  at  what  analysts  had  predicted  at 
the  beginning  of  the  year.  Let's  hope  that  trend  contin- 
ues in  2000.  F 


□ 


Visit  the  Forbes  500s  center  at  www.forbes.com/500s. 


Looking  for  Value  H 

Open  the  gatefold  that  follows  to  see  how 
investors  have  searched  for  value  over  the  past 
70  years.  On  page  228  you'll  find  a  table  of  mod- 
ern-day value  plays— Forbes  500s  companies 
with  reasonable  multiples,  solid  track  records 
and  bright  prospects.  Will  they  make  you 
dot.com-rich?  No  promises.  We  simply  offer  them 
as  alternatives  to  richly  priced,  unproven  stocks. 

Design:  Karen  J 


Photo  research:  Kristine  Gentile  Smith 
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Charles  Schwab 


A  Schwab  Portfolio  Consultation^  is  part  of  Schwab 
Portfolio  Answers,11  a  comprehensive  array  of  advice 
services  and  resources  designed  to  help  Schwab 
brokerage  customers  at  each  point  along  the  planning 
spectrum.  At  Schwab,  you'll  find  that  whether  you're 
an  established  investor,  just  beginning,  or  in  need  of 
referrals  for  ongoing  support  from  an  independent 
investment  advisor,  we  are  committed  to  providing 
you  the  products  and  services  to  help  you  become 
a  smarter  investor. 

To  schedule  a  Schwab  Portfolio  Consultation '-  at  a 
Schwab  office  near  you,  call  1-800-790-3802  during 
business  hours. 

www.schwab.com/portfolioanswers 

creating  a  world  of  smarter  investors™ 


A  Schwab  brokerage  account  is  required.    Any  investment  advice  ottered  through  Portfolio 
Answer*.'  is  solely  incidental  to  Schw.iKs  brokerage  services  tor  vour  account.  Your  account  will  be 
a  brokerage  account  and  not  an  investment  advisory  account.  0  Charles  Schwab  &  Co.,  Inc. 
All  nghts  reserved.   Member  SIPC/N>  191) 
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CONTROL 


We'll  provide  ongoing  resources  to  help  you 
monitor  your  plan  and  keep  you  on  track. 


investor  who's  had 
rtfolio  Consultation. 


available  for  you  at  www.schwab.com, 
the  world's  leading  online  broker. 


The  Schwab  Portfolio  Consultation"  is  a  great 
first  step  to  gaining  control  over  your  portfolio.  I 
We  believe  that  investing  is  a  lifelong  endeavor.  Al 
your  financial  goals  evolve,  Schwab  can  help  youl 
monitor  your  investments  and  keep  you  on  track. 
Through  schwab.com,  you  can  keep  informed 
about  current  events,  news  and  price  shifts  that ' 
could  affect  your  portfolio  holdings  via  e-mail  aleri 
Additionally,  Schwab  customers  can  receive 
professional  third-party  research  and  the  Quarterl' 
Portfolio  Profile*  a  snapshot  of  your  portfolio' 
market  performance. 


It  you  arc  not  a  Signature  Services   enrolled  member,  the  profession.il  third-party  U 
research  and  the  Quarter!)  Portfolio  Profile  benefits  will  expire  m  one  \  ear.  Access  wl 
I  lectronic  Services  ma)  be  limited  or  unavailable  during  periods  ot  peak  demand,  II 
market  volatility,  systems  upgrade,  maintenance,  or  other  reasons.  Io  obtain  c  mailJL 
alerts,  customers  must  have  Weh  access  and  enroll  tor  the  sen  ice. 


GET  SMARTER 


Welcome  to  Charles  Schwab. 
How  can  we  help  you? 


Schwab,  we  are  committed  to  helping  people 
ome  smarter  investors.  The  Schwab  Portfolio 
nsultation,"  combined  with  our  Investment 
cialists'  objective  advice,  is  just  one  of  the  many 
ys  we  help  our  brokerage  customers  become 
irter  investors.  You'll  find  that  Schwab  offers  a 
le  variety  of  forums,  articles,  online  tutorials 
1  investing  tools  on  schwab.com.  These  include 
Learning  Center,  an  engaging,  interactive 
ironment  where  you  can  learn  about  investing, 
rough  our  local  Schwab  offices,  we  also  offer 
estment  workshops  such  as  our  Webshop  and 
esting  Foundations  workshops  to  help  you  keep 
:e  with  the  rapidly  changing  environment.  It's  all 
t  of  our  commitment  to  you  as  an  investor. 

look  forward  to  talking  to  you. 


harles  Schwab 


eating  a  world  of  smarter  investors." 


Independent 
Investment  Advisors 

At  Schwab,  we  strongly  believe  that  inde- 
pendent, fee-based  investment  advisors  pro- 
vide one  of  the  best  solutions  for  investors 
seeking  in-depth  professional  guidance. 
These  professionals,  who  have  met  specific 
educational  and  professional  criteria  can 
provide  personalized  ongoing  investment 
management  and  financial  advice  for 
individuals,  families  and  institutions. 

Schwab  AdvisorSource'" 

Investors  who  have  complex  financial 
situations  or  who  don't  have  the  time  or 
desire  to  manage  their  portfolios  may  value 
Schwab  referrals  to  independent  fee-based 
investment  advisors*  The  Schwab 
AdvisorSource '"  referral  service  is  designed 
to  save  you  time,  effort  and  worry  in  find- 
ing an  independent  advisor  who  will  give 
you  investment  advice  and  manage  your 
portfolio  on  an  ongoing  basis. 


*  Advisors  pay  a  fee  to  participate  in  Schwab's 
AdvisorSource"  program.  Investors  must  have 
$100,000  or  more  in  investable  assets  to  qualify 
for  an  AdvisorSource  referral. 


k^\ 


I 

s 


1 

.89 

c 

a 


e 
.c 

— 

3 

M 

C 

o 
U 

o 


i. 

x 

«s 

— 
cj 


CO    cu 

3     | 

~     £ 

S   o 

CO    T^ 

o3  — 

ob 

£  a 

c 

«3       O 

cj 

"75    a 

-a 

^   o 

X) 

O    -5 

4) 

£  -3 

C 

c 

«  "3 

E 

o 

P  1 

~      CJ 

— 

8 

•        (Tt 

4—1 

allocation 
and  your ; 

IS 

CJ 

c 

5 

X) 
CO 

E 

3 
O 

4> 

E2 

Ddel 
tion 

E  3 

5s 

x  J2 

fi 

w  "^ 
*  - 

O 

e 

X     <D 

O   -O 
C/3     O 

o 

1)     P 

2 

-s  S 

c 

"S 
a. 

«  E 

CJ 

S  8 

00 
CO 

— 

•I  2 

c 

3     4> 

u 

"3     « 

a 

8. 

CO      CJ 

—     C 

•n 

CJ      CJ 

W5 

y      ■— 

S£ 

4> 

c 
<J 

C    T3 

3  E 

£ 

u    a 

•a 

3  s 

CJ 

C      CO 

■S 

twee 
orry 

CJ 

c 
o 

CO 

X    * 

(/5 
8 

8 

CJ      c 

1/5 
JO 

< 

C    T3 

"o 

CJ    — 
u.     3 

*- 

CJ 

t 

^     O 

y 

e  x 

3 

C 

3 

13     3 

u 

4>      O 

■  ■"' 

•£   ^ 

4) 

en     O 

c 

«-*       C/5 

X          . 

CJ 

CO   «j 

t> 

a  c 

'5 

00 

x  .= 

eo  cj 

a  1 

"3 

a» 

— 

CJ 

c 

«>  "s 

Q.      CO 

CJ 
00 

</!     w 

CO 

B  s 

f-    oo 


u 

o 

00 

<* 

m 

, 

00 

c 

o 

O^ 

r- 

ON 

CO 

a 

r-; 

00 

00 

>n 

CO 

in 

00 

^ 

■* 

c 

se 

<N 

in 

00 

<* 

CO 

^ 

1 
- 
c 
a. 

5 

5 

t>^ 

c 

CO 

3 

«* 

a. 

E 

0 

O 

CO 

C        oo 

Cl 

__ 

in 

00 

U 

>> 

0 

.2  5 

■O 

in 

ON 

— 

co 

— 

00 
c 

t-^ 

00 

sO 
Csl* 

sO 
CO 

<n 

"to 
E 

u 

y. 

8£ 

^ 

r- 

(N 

CI 

rf 

0 

5 

m 

<N 

C/5 

c 

p 

3     - 

c 
0. 

CO 

X 

p 

0 

.-— 

y. 
U 

X 

E 

CO 
00 

«  ^P 

e> 

r-- 

■* 

O 

E 

0 

u 

Urn 

CJ 
X 

— 

0 

1— 

c 

SO 

IT) 

— 

CM 

O 

s. 

«_» 

5 

00 

m 

00 

r^ 

O 

<u 

D 

i 

1) 

B 

■** 

04' 

CO 

On' 

O 

00 

■  3 

X 

CJ 

3 

CO 

CM 

fl 

■oo 

— 

1- 

-0 
'3 
00 

0 

u 

so 

co 

~ 

3 

w 

-J 

CJ 

c 

O 
00 

kH 

0 

■J~. 

"jo 

— 

CJ 

c 

>. 

>, 

c 

4) 

O 

u 

X 

> 

■0 

< 

X 
CO 

X 
CJ 

C3 
U 
4> 

(/5 

e 
a. 
£ 
o 
O 

4* 

B 

a. 

£ 
5 

"r3 

B 
0 

M 

E 

s 

e 
D 

0 

£ 

B 

5 

CO 
> 

'3 
a- 
w 

0 

JS 

O 

Q 

"O 

E 

CJ 

00 
y: 

CJ 

"2 
■> 

y' 

— 
U 

u 

3 

bo 

3 

'3 

B 

OB 
< 

-J 
■ 

S 
■ 

D 

0 

□ 

0 

'_ 

a. 
XL 

GO 

CJ 

X 

4-4 

CJ 

X 

SZ 

5, 

X 

60 

4-4 

E 

y. 

Cj 

— 

U 

3 

£ 

.£ 

X 

— 

X 

CJ 

— 

•"- 

'Q 

Ih 

u 

c 

^^ 

s. 

c 

-j 

O 
■y. 

w 

{£ 

0 

c 

y 

> 

vO 

sO 

— 

m 

,^ 

0 

0 

y. 
g 

TD 

& 

CO 

rJ 

'-5 

CJ 

< 

5 

CJ 
y 

00 

— 

■a 

4-— 

C 
CJ 

1 

a 

c 

0 

^ 

0 

0 

c 

3 

CJ 

c  w 

IC 

_£3 

0 
>> 

-3 

> 

3 

O   o 
"S  oc 

S^ 

to 

X 

-^ 

J3 

u-> 

O 

in 

m 

m 

~r. 
Xj 

'5 

CJ 

.3 

<U 

CO 

<-\ 

r< 

X 

< 

h" 

0 

3 

s 

tf 

cr 

■-> 

cj 

CO 

s. 

E 

S 

•a 

CO 

0 

u 

c 

c 

CJ 

0 
c 

CJ 

CJ 

!X 

CJ 

c 
c 

3 

2 

-t 

•t 

c 

- 

y. 

> 

3 
O 

>^       Li. 

U 

C3 

X 

3 

O.      > 

«J 
X 

in 

-0 

•j 
y 
U 
u 

ii  B 

d 

c 

:0 

5. 

c   1 

c 

c 

t.      4 

i 

u 

(/3 

c 

a. 

E 
o 

H 

E 
0 

0 

E 

5 

> 

'5 
cr 

a. 

"c3 

c 

— 

X 

- 
— 

O 

so 

"3 

3 
| 

i 

1. 
0 

9 

ca 

E 

CJ 

•— 

&1 

< 

5 

£ 

X 

3 

>. 

c 

3 

3    ; 

_1 

■ 

ty 

■ 

5. 

n 

(J 

n 

pi 

1 

0    1 
>>  c 

<«•] 


This  is  for  illustrative  purposes  only  and  does  not  represent  an  actual  person  or  portfolio. 


ORBES  500s 


Value  Spoken  Here 

fou  won't  find  a  single  dotcom  stock  in  the  table  below.  In  fact,  there's  not  a 
single  technology  outfit  to  be  found.  Instead,  here  are  26  profitable  companies 
/vith  strong  balance  sheets.  Each  of  these  Old  Economy  throwbacks  is 
Expected  to  post  an  earnings-per-share  increase  of  at  least  10%  this  year 
Dver  1999.  Moreover,  all  have  track  records  of  paying  dividends.  Take  this  to 
rhe  bank:  For  the  past  ten  years  Sherwin-Williams  and  Leggett  &  Piatt  have 
ncreased  dividends  by  a  compounded  12%  and  15%,  respectively,  each  year. 
They  may  not  be  in  exciting  businesses.  But  they  do  have  value:  These  stocks 
nave  2000  estimated  P/  E  ratios  of  under  15  and  yield  2%  or  more. 
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STOCK  PRICE                      LITEST  12  MONTHS 

Enterprise 
value 

2000  ESTIMATED 

52-week 

Sales 

Profits 

Cempany/industry 

recent 

higfl 

low 

<$«H) 

($mil) 

(Smll) 

EPS 

P/E 

Yield 

AK  Steel  Holding/metals 

$9.44 

$29.63 

$7.88 

$4,285 

$78.8 

$3,329 

$1.42 

7 

5.3% 

Albertson's/food  distributors 

24.00 

61.00 

23.06 

37,478 

427.4 

19,037 

2.68 

9 

3.2 

Ball/forest  products 

28.44 

59.13 

26.00 

3,584 

104.2 

2.631 

3.66 

8 

2.1 

■eise  Cascade/forest  products 

28.19 

47.19 

26.31 

6.953 

199.8 

4,922 

3.38 

8 

2.1 

Burlington  Santa  Fe/travel  &  transport 

19.69 

37.94 

19.06 

9,100 

1,137.0 

22,707 

2.69 

7 

2.4 

Conectiv1  electric  utility 

14.13 

25.50 

13.44 

3,745 

113.6 

5,845 

1.87 

8 

6.2 

Crown  Cork  &  Seal/forest  products 

13.63 

37.50 

13.00 

7,732 

181.3 

10,241 

2.31 

6 

7.3 

Cummins  Engine/consumer  durables 

32.00 

65.69 

30.13 

6,639 

160.0 

3,734 

5.74 

6 

3.8 

Dana/consumer  durables 

21.56 

54.06 

20.31 

13,270 

513.0 

10.133 

4.26 

5 

5.8 

Dean  Foods/food,  drink  &  tobacco 

24.69 

46.56 

24.13 

4,064 

78.9 

2,150 

3.33 

7 

3.6 

Eastman  Kodak/household  &  personal  prods 

54.00 

79.81 

53.69 

14,089 

1,392.0 

23.252 

5.62 

10 

3.3 

Finer/construction 

27.00 

48.50 

23.94 

12,032 

105.4 

4,523 

2.81 

10 

3.7 

Fort  James/household  &  personal  prods 

19.00 

42.19 

16.44 

6,827 

343.2 

9,561 

2.36 

8 

3.2 

IF  Goodrich/aerospace  &  defense 

26.50 

45.69 

21.00 

5,538 

169.6 

6,281 

3.16 

8 

4.2 

Interstate  Bakeries/food,  drink  &  tobacco 

13.13 

24.94 

11.31 

3.476 

120.7 

1,719 

1.95 

7 

2.1 

ITT  Industries/capital  goods 

24.31 

41.50 

22.38 

4,632 

232.9 

4,545 

2.83 

9 

2.5 

Leggett  &  Platt/consumer  durables 

17.00 

28.31 

15.25 

3.779 

290.5 

4,618 

1.67 

10 

2.4 

Longs  Drug  Stores/retailing 

17.31 

36.88 

17.00 

3,672 

69.0 

1.220 

1.99 

9 

3.2 

May  Dept  Stores/retailing 

25.00 

45.38 

23.75 

14,224 

927.0 

14,929 

2.87 

9 

3.7 

Northeast  Utilities/electric  utility 

19.88 

22.00 

13.56 

4,471 

34.2 

8,667 

1.45 

14 

2.0 

Rockwell  Intt/capital  goods 

39.25 

64.94 

36.81 

7,095 

605.0 

10.069 

3.45 

11 

2.6 

Sears,  Roebuck/retailing 

27.75 

53.19 

25.25                 41.071 

1,453.0 

15,912 

4.24 

7 

3.3 

Sherwin-Williams/chemicals 

18.94 

32.88 

17.13    1               5,003 

303.9 

4,934 

2.02 

9 

2.9 

Ultramar  Diamond/energy 

24.25 

28.00 

19.38 

11,075 

173.2 

5,081 

2.42 

10 

4.5 

Whirlpool/consumer  durables 

50.06 

78.25 

45.88 

10,511 

347.0 

7,646 

6.18 

8 

2.7 

Willamette  Inds/forest  products 

35.63 

52.13 

32.63 

4.078 

260.5 

6,475 

3.65 

10 

2.4 

i  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents.  'Formed  by  merger  of  Delmarva 
wer  &  Light  and  Atlantic  Energy. 
Sources:  Interactive  Data  Corp.  and  Market  Guide  via  FactSet  Research  Systems:  IBES  Express:  Forbes. 
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228      F    O    R    B  *E    S   ■   April  17, 2000 


1985-89 


NL  Industries 

After  playing  the  conglomerate 
game  in  the  1960s  and  1970s  the 
company  heromes  a  nearly  jH  hil- 
lion  (sales)  outfit  with  79  divisions 
selling  everything  from  castor  oil 
to  Dutch  Boy  paints  NI  s  Rav 
mond  Adam  spends  a  decade 
shedding  38  divisions,  increasing 
profits  sevenfold  along  the  way 
But  he  gambles  heavilv  on  focus 
ing  NI  on  the  petroleum  services 
business  The  timing  is  awful: 
Recession  hits  in  1981,  causing 
oil  profits  to  evaporate;  \l  s 
stock  falls  from  $48  to  $14 


MKH4-i<'3;HH-Mil.',l^3ig 

1986 

ONE-YEAR  GAIN  IN  MARKET  VALUE 
TEXAS  AIR 

+323% 


1988 

ONE-YEAR  DECLINE  IN  MARKET  VALUE 
SANTA  FE  SOUTHERN 

-62% 


In  the  takeover 

game,  if  you 

want  a  friend, 

you  buy  a  dog." 

Carl  Icahn 


Texas  International 

Tl's  Frank  Lorenzo  buys 
Continental  Airlines,  brings  it 
out  of  Chapter  1 1  in  1986  and 
pioneers  low-cost,  full-service 
flights.The  stock  soars,  and  he 
borrows  big  to  buy  Frontier, 
People  Express  and  New  York 
Air.  But  the  $6  billion  debt 
and  high  fuel  costs  force 
Lorenzo  out  and  Continen- 
tal into  bankruptcy  once 
more  in  1990. 


1989 


1990 


$200  i 


10 


Procter  &  Gamble  s 
stock  price 


Wall  Street 


90  95 


00 


1990s 

Global  Brands 

embraces  intangible  assets  and  finds  value  in  companies  it 
believes  can  leverage  their  famous  brands  worldwide.  McDon- 
ald's. Coca-Cola,  Philip  Morris  and  Procter  &  Gamble  prosper 
during  late  1980s  to  mid-1990s.  Growth  be- 
gins to  falter  at  the  end  of  the  decade.  Why? 
Private-label  competitors  and  low  inflation 
make  it  hard  to  increase  prices.  Defining  mo- 
ment: When  it  warns  of  an  earnings  drop, 
Procter  &  Gamble  loses  a  third  of  its  market 
cap  in  a  single  day  in  March. 


Ratio  scale     $20 
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G  IN  MARKET  VALUE 
L  rOITAINMENT 

♦19% 

F90 

B  E  IN  MARKET  VALUE 

t  :oyne 

8% 


It's  never  made  a  dime.  But  that  hasn't  stopped 
shareholders  from  running  the  stock  from 
$3  up  to  $54  in  the  last  12  months.  It's  a  bet  on 
the  company's  patented  antibody  technology 
to  fight  tumors  and  pathogens. 


The  Forbes  500s  Market  Value 


II 


Winners  &  Losers 

Investment  theories  and  fads  are  one  thing.  What  happens  in  the  market  is 
often  very  different.  Beginning  at  the  far  left,  we  show  the  biggest  one-year  stock 
winners  and  losers  in  each  of  the  five-year  time  periods  for  the  Forbes  500s 
since  1970,  along  with  the  corresponding  percentage  gains  and  losses. 
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AVERAGE  YEAR-ENOP/E  RATIO 


AVERAGE  YEAR-END  P/E  RATIO 


1993 


1994 


1995 


1996 


1997 


1998 


1999 


32 


Web  guys:  Jay  Walker 
(Priceline.com),  Jeff 
Bezos  (Amazon.com). 
Toby  Lenk  (Etoys) 
and  Daniel  Smith 
(Sycamore  Networks). 


te  1990s -2000 

lAOlUli    wllUCtUwI  Communication  and  Internet  stocks  are  all  the  rage. 

i  stors  flock  to  companies  that  help  businesses  work  cheaper  or  faster.  This  leads  to  a  huge  gap 
i  'een  the  valuations  of  New  Economy  and  Old  Economy  stocks.  Who  cares  about  earnings? 
Uon  lost  $720  million  last  year  yet  has  a  market  value  of  $23  billion.  Caterpillar  made  $950 
i  )n  but  is  worth  only  $12.5  billion.  New  Economy  stock  proponents  say  to  look  at  sales  growth  and 
t  s  margins  instead  ef  earnings  growth  and  profitability.  How  long  will  this  fad  last? 
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THE 

GREATEST  RISK 
IS  NOT 
TAKING  ONE. 

They  do  not  write  the  stories  of  those  who  played  it  safe.  Yet  that  is 
what  most  of  us  do.  It  is  inherent  in  our  nature  to  avoid  risk.  From  the 
earliest  age  there  is  something  that  tells  us  to  sidestep  danger.  Perhaps 
because  of  that,  there  is  also  something  in  us  that  admires  the  risk  taker, 
the  adventurer,  the  person  with  the  courage  to  step  up  to  the  edge  of  the 
precipice  and  believe  that  he  can  make  it  to  the  other  side. 

But  it  doesn't  mean  leaping  blindly.  You  can  go  after  your  dream  with 
fiery  determination,  armed  with  the  confidence  of  knowing  you  have 
chosen  a  business  partner  wisely.  You  see,  few  have  the  resources  we  do. 
The  imagination.  The  sheer  ability  and  flexibility  to  custom-tailor 
solutions,  no  matter  what  the  risk,  no  matter  where  the  risk.  Even  if  it's 
some  crazy  idea.  Like  walking  on  the  moon,  for  instance. 


Insurance  coverage  prowled  to  members  ot  American  International  Group  Inc  Issuance  of  coverage  is  subject  to  underwriting  I 
lor  a  complete  description  ol  scope  and  limitations  ol  coverage  Write  us  at  70  Pine  Street,  Dept  A,  New  York,  NY  10270 
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■1970-74- 


Searching 
foxYalue 

Here's  a  look  at  some  of  the  people  and 
companies  that  defined  Wall  Street's 
quest  for  value  during  the  past  70 
years.  Investment  fads  came  and  went. 
But  there  was  one  constant:  Investors 
were  always  better  off  leaving  the 
party  too  early  rather  than  staying  too 
late.  We  suspect  the  same  will  hold 
true  for  today's  Internet  euphoria. 

BY  ROB  WHERRY  AND  MICHAEL  K.  0ZANIAN 


1930s  and  1940s 

The  Teachers  m^ 

Benjamin  Graham  and  David  Dodd,  two  university 

professors,  publish  Security  Analysis.  The  authors 

champion  picking  stocks  trading  at  low  multiples  of 

earnings  and  book  value.  The  theory  works  well 

since  the  crash  of  1929  had  left  many  companies 

selling  below  their  working  capital.  The  book  spawns 

a  cadre  of  followers,  including  Warren  Buffert  and 

John  Neff.  who  become  very  rich  following  the  value  approach.  Graham 

and  Dodd  followers  have  missed  out  on  some  boom  cycles,  but  have 

done  well  over  the  long  run. 

1950s  and  1960s 

vIlv  inillC/w  Roaring  bull  market  provides  cheap  cur- 
rency for  empire  builders  like  Jimmy  Ling  ( ltv)  ,  Charles  Bluhdorn  (Gulf 
&  Western),  Charles  (Tex)  Thornton  and  Roy  Ash  (Litton  Industries). 
These  conglomerates,  which  compete  in  dozens  of 
unrelated  industries,  increase  earnings  by  buying 
companies  with  lesser  valuations.  Era  winds  down  in 
1968  when  Litton,  trading  at  50  times  earnings, 
misses  its  first  quarterly  earnings  gain  in  15  years. 
Its  stock  drops  20%  in  two  weeks.  Conglomerates 
become  fodder  for  breakup  artists  of  the  1980s. 


move  i 


1970 


1971 


1972 


1960s  and  1970s 

Nifty  Fift 


growth  companies  like  Avoi 
laroid  and  Xerox  will  be  abl  I 
forever.  Their  shares  are^ 
1972  the  Nifty  Fifty  have  j 
ings  multiple  of  55;  Polaj 
goes  for  a  split-adjusted  $75,  90  times  earnings.  Bil 
oil  embargo,  inflation  and  competition  take  the  stu| 
out  of  these  stocks.  By  1977  they  sport  a  collective  I 
15;  Polaroid's  multiple  falls  to  10.  Dr.  Edwin  Land's 
pany  watches  its  stock  drop  to  $12.50. 


■1975-79 


1980-84 


'  Vhen  you  say  conglomerate,  you're  talking  about  opportunists:  people  who 
l  pay  too  much,  use  funny  accounting  and  don't  look  for  long-range  values." 

—John  R.  Beckett,  president  of  Transamerica 


1978 

ONF-YEAR  GAIN  IN  MARKET  VALUE 
PENN  CENTRAL 

+939% 


1978 

ONE-YEAR  DECLINE  IN  MARKET  VALUE 
HOUSTON  OIL  &  MINERALS 

-51% 


Penn  Central 

\ftei  shedding  most  of  its  rail  assets 
to  Conrail,  the  legendary  Penn  Cen- 
tral emerges  from  bankruptcy  in  1977 
and  becomes  a  Wall  Street  favorite. 
On  the  promise  of  diversification, 
its  stock  goes  from  $1  to  $19. 
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1980 

ONE-YEAR  GAIN  IN  MARKET  VALUE 
M/A-COM 

+557% 

1982 

ONE-YEAR  DECLINE  IN  MARKET  VALUE 
NL  INDUSTRIES 

-57% 


AVERAGE  YEAR-END  P/E  RATIO 


AVERAGE  YEAR-END  P/E  RATIO 
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Polaroid's  stock  price 
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1980s 


Leverage 


Wall  Street  rogues: 

Ivan  Boesky,  Michael 
Milken.  Carl  Icahn, 
T  Boone  Pickens  and 
Frank  Lorenzo.  They 
helped  define  the 
"Decade  of  Greed." 


Greed  is  good— for  a  while.  Michael  Milken  makes  junk  bonds  hip. 
Sharks  like  T.  Boone  Pickens,  Carl  Icahn,  Frank  Lorenzo  and  Henry  Kravis  find  value  in  fat  compa- 
nies with  excess  cash  flow.  Beatrice,  TWA,  Continental  Airlines  and  RJR  Nabisco  are  devoured. 
Junk  bond  era  ends  in  1989  when  the  $6.5  billion  United  Airlines  LBO  unravels  from  too  much  debt. 
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V  That  it  takes  to  manage  your  wealth 
when  there's  more  at  stake 
than  just  money: 


the  right  relationship. 


P  R I  VAT  E     BANKING 


More  than  sophisticated  solutions  —  the  insights  you  need  to  manage 
your  wealth  for  this  generation  and  beyond 

A  relationship  that  understands  your  wealth  in  the  context  of  your  life, 
your  family  and  your  goals 

Access  to  the  unsurpassed  resources  and  experience  of  Chase  — 
including  wealth  transfer,  tax  planning,  philanthropy  and 
world-class  investment  expertise 

For  more  information  about  how  we  can  advise  you,  please 
call  1-800-404-6759  or  713-216-4829 


'2000  The  Chase  Manhattan  Corporation.  All  rights  reserved. 


THE   RIGHT  RELATIONSHIP  IS  EVERYTHING? 

www.chase.com 


FORBES  500s 


Super  100 


Here  are  the  biggest  of  the  big— the  largest  of  the  Forbes  500s,  based 
on  a  composite  ranking  of  sales,  profits,  assets  and  market  value.  Some 
new  faces  appear,  thanks  to  mergers  and  acquisitions.  These  additions 
include  Exxon  Mobil  and  Fleet  Boston  Financial.  Goldman  Sachs,  United 
Parcel  Service  and  Delphi  Automotive  Systems  show  up  for  the  first 
time  by  virtue  of  initial  public  offerings.  Compaq  Computer  and 
Oracle  made  the  list  because  of  their  tremendous  growth. 
First  place?  General  Electric,  for  the  third  year  in  a 
row.  It  was  the  only  company  that  placed  in 
the  top  five  in  each  yardstick. 
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Safer 

rank 
'99  '98  Company 

1959  BJ 

taper 

raak 
'99  '99  Company 

1999  BAN 

Sales 

Profits 

Assets 

Market 

value 

Sales 

Profits 

Assets 

Market 
value 

1  1     General  Electric 

2  2     Citigroup 

5 
7 

1 
2 

5 
1 

3 
11 

51  ■     Honeywell 

52  ■    United  Parcel  Service 

60 
44 

65 
120 

130 
132 

84 
44 

3  ■     ExxonMobil 

4  3     Bask  if  America 

4 

11 

5 

2 

37 

53  55    SprtotFtN 

54  41     PepsiCo 

98 
69 

63 
50 

138 
173 

56 
70 

4      5     International  Business  Machines 
6      8     AT&T 

6 

8 

6 
15 

34 

26 

9 

10 

55  53    United  Technologies 

56  88     Dell  Computer 

57 

52 

66 

61 

123 
245 

129 

21 

7  12     General  Motors 

8  7     American  Internationa)  Group 

1 

16 

12 
17 

10 
13 

43 
22 

57  ■     Ceeapaq  Cempnter 

58  61    Tarsal 

19 
31 

185 
87 

110 

175 

66 
104 

9      9     Wal-Mart  Stores 
10     ■     SBC  Communications 

2 
12 

14 
11 

45 
39 

p 

15 

59  59     McDonald's 

60  57    Dow  Chemical 

127 
83 

53 
79 

146 
117 

76 
134 

11  14     Morgan  Stanley  Dean  Witter  &  Co 

12  6     FerdMeter 

29 

3 

18 
10 

7 
9 

28 
64 

61  45    Ciena 

62  42     Washington  Mntmai 

121 

55  32        243 

56  20        220 

13  9     Chase  Manhattan 

14  ■     MCI  WorldCom 

30 
23 

16 
23 

4 
36 

47 
20 

63  47     Sears,  Roebuck 

64  77    Xerox 

15 
79 

71 
72 

86 
105 

252 

178 

15    11     Fannie  Mae 

24 

38 

24 
9 

3 
63 

61 
4 

65  ■    Atlantic  WctrfwM 

66  69    II  SWest 

137 
129 

98 

115 

131 

112 
87 

17  32     Microsoft 

18  17     Bell  Atlantic 

64 
32 

3 

19 

60 

48 

1 
32 

67  66     Abbott  Laboratories 

68  56     Duke  Energy 

130 
66 

41 
128 

207 

90 

68 

166 

19  30     Lucent  Technologies 

20  13     Philip  Morris  Cos 

20 

9 

29 

8 

77 
50 

7 
72 

69  87     Lehman  Brothers  Holdings 

70  91    Texas  Instrnments 

82 
173 

91 
74 

18 
200 

261 
13 

21  26     Hewlett-Packard 

22  19     Merck 

14 
33 

31 
13 

88 

87 

14 
16 

71  70    AXA  Financial 

72  73     Eli  Lilly 

125 
163 

94 
34 

17 
228 

227 
41 

23  28     Merrill  Lynch 

24  ■     Goldman  Sachs  Group 

28 
50 

37 
36 

8 
15 

77 
63 

73  74     Minnesota  Mining  &Mfg 

74  91    San  Microsystems 

106 
131 

57 
81 

216 
247 

89 
12 

25  23     Wells  Fargo 

26  18     Procter  &  Gamble 

65 
18 

25 
26 

16 
85 

59 
38 

75  83    Bank  of  New  York 

76  ■     Warner-Lambert 

244 
134 

58 
59 

43 
246 

127 
34 

27    31     GTE 

29     ■    Time  Warner 

51 
43 

22 
52 

57 
55 

45 
26 

77  92    HonsBholdlntematkaal 

78  52    Associates  First  Capital 

172 
140 

69 
68 

52 
40 

181 

233 

29  27     American  Express 

30  24     BellSouth 

62 
53 

40 
30 

23 
65 

52 
33 

79    97    Alcoa 

90    67    American  General 

103 
154 

101 
92 

178 
27 

119 
229 

31  15     BankOne 

32  25    ElduPontdeNemears 

48 
46 

28 
7 

11 
72 

100 
67 

91    75     SonthernCe 
82    65     US  Bancorp 

147 
202 

82 

67 

79 
41 

198 
199 

33  36     Johnson  &  Johnson 

34  34    Berkshire  Hathaway 

42 
58 

20 

64 

102 
25 

29 
49 

93  58    Caterpillar 

94  82    Safeway 

77 
40 

115 
112 

111 

204 

213 
162 

35    21     First  Uaien 
39    37     Chevron 

63 
35 

32 
48 

14 
71 

94 
58 

85    95     Kimneriy-Clark 
88    76     SnaTrnst  Banks 

133 
222 

60 
95 

229 

31 

114 
189 

37    33     Freddie  Mac 
39    39     Boeing 

56 
10 

46 

44 

6 
84 

113 
101 

97    62    Aetna 

99     ■     Kroger 

47 

13 

145 
157 

28 
162 

323 
215 

39    35    Wait  Disney 
49    48     Heme  Depot 

59 

21 

j 

109 
43 

59 
177 

36 
23 

99    89     Anhetsser-BuschCe* 
98    86    Emerson  Electric 

143 
114 

76 
78 

231 
217 

115 
157 

41  ■     Motorola 

42  ■    Fleet  Boston  Financial 

36 
74 

131 

51 

80 

19 

24 
128 

91  67    National  City 

92  91     Comcast 

207 
271 

75 
96 

35 
107 

253 
99 

41    51    Earn 

44    40     Coca-Cola 

17 
76 

105 
42 

91 

140 

65 
25 

92    85     Eastman  Kodak 

92     ■    Schering-Pieogh 

118 
178 

77 
47 

210 
294 

168 
54 

45     43     Bristol-Myers  Squibb 
49    78     Cisco  Systems 

110 

20 
39 

176 
144 

27 
2 

95     ■    Delpki  Automotive  Systems 
99    78     PNC  Financial  Services  Group 

39 
219 

100 
83 

160 
42 

279 
238 

47    29     Allstate 
§   49    Mar 

45 
104 

35 
33 

30 
151 

192 
18 

97    90     Gillette 
99     ■    Conoco 

166 
68 

84 
140 

241 
186 

92 
190 

49    44     JP  Morgan  t  Co 
59    53    Texaco 

91 
27 

49 
89 

12 
104 

163 
110 

98     ■     Oracle 
100     ■     CIS 

170 
229 

54 
135 

354 
149 

6 
74 

■  Not  on  500  list. 

,. 
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FORBESSOOS 


Bragging  Rights: 
Who's  Biggest  Where 

Here  we  show  the  number  of  Forbes  500s  compa- 
nies in  each  state  (right)  as  well  as  the  largest  500s 
company  that  made  each  ranking  (below  right). 


Making  the  500s  Cut 

Confirmation  of  a  bull  market:  The  criterion  for  the 
Market  Value  500  has  increased  threefold  since  1989. 


O  Alaska 
0 


1989 
1999 

$1,441 
2,804 

Tosco 
Northern  Trust 

HULmJUUm^I 

1989 
1999 

72.0 
154.3 

Community  Psychiatric  Centers1 
PerkinElmer2 

1989 
1999 

2.644 
4.580 

Har court  Brace  Jovanovich1 
Bowater 

ZH 

"  <r     .    ■ 

1989 
1999 

1.038 
4.432 

PE  Biosystems  Group4 
Macromedia 

All  figures  are  in  millions  of  dollar: 
Corp.;  acquired  by  Vencor  on  Dec 
General  Cinema  on  Nov.  25. 1991. 

'Name  changed  to  Transitional  Hospitals 
2, 1996.  ^Formerly  EG&G    'Acquired  by 
'Formerly  Perkin-Elmer. 

Grand  Totals 

Thanks  to  economic  growth,  the  1999  composites  for 
the  Forbes  500s  showed  impressive  gains  over  1998. 


Category 

1999 

total 

Change 
over 
1998 

15  year 

growth 

rate1 

Sales  500 

$6.1  trillion 

119% 

5.9% 

Profits  500 

451  billion 

23.8 

8.1 

Assets  500 

16.1  trillion 

132 

8.0 

Market  Value  500 

13.5  trillion 

23.9 

15.7 

Total  employment  of 
895  companies 

23.9  million 

4.1 

06 

'Annualized 

Winners  &  Losers 


SALES 

205% 

Plains  Resources 

-51%  Columbia  Energy  Group 

BJlJtwL.l  i,\  1  Jl 

10.740% 

Louisiana-Pacific 

-85%  ITT  Industries 

JDS  Uniphase 

-33%  AutoNation 

4,463% 

Modarex 

-71%    Wast*  Management 

The  Biggest  Companies  in  Each  State 


Sales  • 


Profits 


Assets  I 


Market  Value  ▼ 


Alabama 

SCI  Systems  •  ▼ 
Regions  Financial  ▲ 
Amsouth  Bancorp  ■ 


Arizona 

Avnet  • 

ViadA 

Allied  Waste  Industries  I 

Microchip  Technology  ^ 


Arkansas 

Wal-Mart  Stores  •  ▲  ■  T 
California 
Hewlett-Packard  • 
Intel  ▲ 
Wells  Fargo  ■ 
Cisco  Systems  T 


PMC-Sierra  T 


Colorado 

US  West* 

MediaOne  Group  ▲ 

AT&T  Liberty  Media  Group  I 

Connecticut 

General  Electric  •  ▲  ■  ^ 

Delaware 

El  du  Pont  de  Nemours  • 


District  of  Columbia 
Fannie  Mae  •  A  ■▼ 


Florida 

AutoNation  • 
FPL  Group  ▲  ■ 
Citrix  Systems  ▼ 


Georgia 

Home  Depot  •  T 
BellSouth  ▲ 
SunTrust  Banks  ■ 


Hawaii 

BancWest  ▲  I 


Idaho 

Albertson's  •  A  ■ 
Micron  Technology  ▼ 


Illinois 

Sears.  Roebuck  ( 
Bank  One  ▲  ■ 
Motorola  T 
Indiana 

F3i  Lilly  •▲  ▼ 
Conseco ■ 


Iowa 

Maytag  •  A 
Amerlls  Life  Holdings  I 
McLeodUSA  T 
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1999 


1989 


Kansas 

Yellow* 

Western  Resources  I 


Kentucky 

Humana  • 

Tricon  Global  Restaurants  ▲ 

Ashland  ■ 

Lexmark  International  Group  ▼ 


Louisiana 

Entergy  •  ▲  ■ 
Limar  Advertising  ▼ 


Maine 

UnumProvident  •  ■ 


Maryland 
Lockheed  Martin  < 
Ciena  T 


Massachusetts 

Fleet  Boston  Financial  •  , 
EMCT 


Michigan 

General  Motors  •  T 
Ford  Motor  ▲  ■ 


Minnesota 

Target • 
3MA 

US  Bancorp  I 
Medtronic  ▼ 


Mississippi 

MCI  WorldCom*, 


Missouri 

UtiliCorp  United  • 
Sprint  FON  ▲  ■ 
Sprint  PCS  T 


Montana 

Montana  Power1 


Nebraska 

ConAgra  • 

Berkshire  Hathaway  ▲  ■  T 


Nevada 

Park  Place  Entertainment  •  I 
Harrah's  Entertainment  ▲ 


New  Hampshire 

Cabletron  Systems  T 


New  Jersey 

Lucent  Technologies© 
Merck  A 


New  York 

IBM*T 
Citigroup  ▲  I 


North  Carolina 

Bank  of  America  •      ■  ▼ 
North  Dakota 

Community  First  Bankshares 


Ohio 

Kroger  • 

Procter  &  Gamble  AT 

Nationwide  Financial  Services  I 


Oklahoma 

Fleming  Cos  * 
Phillips  Petroleum  A 

Williams  Cos  BY 


Oregon 

Nike*  AT 

StanCorp  Financial  Group  I 


Pennsylvania 

USX-Marathon* 
Cigna  A 

Lincoln  National  ■ 
Internet  Capital  Group  T 


Puerto  Rico 

Popular  A  ■ 


Rhode  Island 

CVS*T 
Textron  A  ■ 


South  Carolina 

Sonoco  Products  A 

ScanaB 

AVXT 


South  Dakota 

IBP*  A 


Tennessee 

FedEx* 

Columbia/HCA  Healthcare  A ' 

Union  Planters  ■ 


Texas 

Exxon  Mobil 


•  ABT 


Utah 

Autoliv* 
First  Security  i 
Novell  T 


Vermont 
Banknorfh  Group  I 


Virginia 

Freddie  Mac  • . 
America  Online  ^ 


Washington 

Boeing* 
Microsoft  A  T 
Washington  Mutual  I 


West  Virginia 
One  Valley  Bancorp  I 


Wisconsin 

Johnson  Controls* 
Firstar  A  ■  T 
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Trying  to  fake  your  way  through  eCommerce? 


The  electronic  economy  has 
created  perhaps  the  most  pred- 
atory marketplace  in  history.  Old 
leaders  fear  new  entrants.  New 


entrants  fear  newer  entrants. 
Everyone  feels  vulnerable. 

So  instead  of  a  skin-deep 
approach,  Andersen  Consulting 


will  work  with  you  to  de 
a  distinctive  vision,  and  t 
business  model  to  suppor 
We  can  help  you  rapidly  j 


taneously  adapt  your  be  a  wolf  in  wolfs  clothing, 
'gy  and  technology  to        To  see  how  our  eCommerce 

:r  in  the  new  economy.  experience  can  benefit  your 

ch  means  you  can  truly  organization,  visit  us  at  ac.com. 


A 


Andersen 
Consulting 


!0R 


500s 


Earnings  Alchemy 

Before  you  buy  a  growth  stock,  make  sure  the  growth  is  for  real- 
and  not  an  artifact  of  the  way  the  company  keeps  its  books. 


BY  JAY  AKASIE 

ONE  UN!  I  >AY  IN  MARCH  THE  PRICE 
of  MicroStrategy's  shares  col- 
lapsed from  $227  to  $87.  The 
problem  was  in  the  accounting.  The 
software  company,  whose  revenue 
growth  was  the  subject  of  a  skeptical 
story  in  this  magazine  a  month  earlier 
(FORBES,  Mar.  6),  announced  that  it 
would  restate  past  revenue.  The  change 
erased  wh.it  appeared  to  be  a  robust 
th  in  net  income  between  1998 
mk\  199'). 

This  little  highflier  has  some  dis- 
tinguished company.  In  recent  months 
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American  Express,  IBM,  Pitney  Bowes 
and  Tyco  International  have  seen  their 
shares  pummeled  after  analysts  raised 
questions  about  how  they  kept  their 
books  or  whether  some  of  their 
growth  was  due  to  nonrecurring  ac- 
counting gains. 

"It  used  to  be  that  if  a  company 
quarter  after  quarter  was  able  to  beat 
Wall  Street's  estimates  by  a  penny,  in- 
vestors didn't  ask  questions,  and  the 
company  became  a  darling,"  says 
Howard  Schilit,  head  of  the  Center  for 
Financial  Research  8c  Analysis.  "The  big 
accounting  fiascoes  of  the  past  few 


years  changed  all  that.  Now  investors 
look  at  earnings  management  as  some- 
thing to  be  wary  of." 

What  stocks  will  Wall  Street  turn 
sour  on  next?  The  table  on  page  240 
displays  ten  companies  where  the  net 
income  or  the  growth  in  net  income  is 
a  little  less  solid  than  at  first  appears. 
The  issue  is  not  whether  these  outfits 
follow  generally  accepted  accounting 
principles;  they  probably  all  do.  The 
question  is  simply  whether  investors 
might  doubt  the  growth  story,  as  they 
did  at  MicroStrategy. 

Drugstore  chain  Duane  Reade  ac 


B-to-B  commerce  is  finally  heading  in  the  right  direction 


Credit 


com 


There  is  one  company  playing  a  significant  role  in  changing  the  direc- 
tion of  e-business  and  revolutionizing  the  way  commerce  is  transacted. 
That  company  is  eCredit.com.  eCredit.com  makes  e-business  possible 
on  a  scale  never  before  imagined.  We  have  removed  the  boundaries 
between  business  commerce  transactions  by  uniting  businesses  with 
global  information  sources  and  financing  partners.  Now,  e-business 
credit  and  financing  transactions  can  be  consummated  through  the 
eCredit.com  Global  Financing  Network™ — the  first  Internet-based 
network  of  its  kind. 

In  the  Internet  Economy,  eCredit.com  keeps  global  business  moving. 

Move  your  business  in  the  right  direction.  Visit 
www.ecredit.com  or  call  toll-free,  1-877-247-1 146  for 
your  guide  to  the  eCredit.com  Global  Financing  Network. 


)  2000  cCrcdii  com,  Inc     "the  cCrcdit.com  logo  and  the  cCrcdit.com  Global  Financing  Network  arc  trademarks  ofcCrcdit.com,  Inc.  All  rights  reserved. 


FORBES  500 


Recent 
price 

LATEST  12-MONTH 

2000  ESTIMATE 

Why  earnings  are  suspect 

Casnpany/h 

Sales 
($mil) 

Profits 
($mil) 

EPS 

EPS 

P/E 

Allegheny  Tecbnoisgies/specialty  metals 
Asr-.zsc  .esa/inl ernet  book  retailer 

$17.69 
66.88 

$1,672 

1.640 

$300 
-720 

$2.36 
-1.19 

$1.70 

-1.19 

10 
NM 

contribution  from  pension  plan 

fees  from  unprofitable  equity  interests 

BiUi  Vstci  Fitness/fitness  centers 
«;orapi!-«re/sofrware 

24.50 
23.88 

861 
2,149 

42 
429 

1.56 
1.10 

2.35 

1.53 

10 

16 

consumes  more  cash  than  generates 
escalating  deferred  revenues 

Duane  Readc/drugstore  chain 
Eastman  Kodak/precision  instruments 

22.00 
54.00 

377 

14,089 

41 
1.392 

2.26 

4.33 

1.28 
5.62 

17 
10 

recording  of  inventory  as  goodwill 
constant  restructuring  charges 

Intel/integrated  circuits 

Lucent  Technelogies/telecom  systems 

120.19 
67.98 

29,389 
38,467 

7.314 
3,477 

2.11 
1.08 

2.92 
1.37 

41 
50 

gains  from  investment  portfolio 
contribution  from  pension  plan 

PolyMedica/medical  products 
Priceline.com/Internet  buy/sells  services 

47.00 
94.50 

608 
482 

140 
-1.055 

1.13 

-7.90 

1.62 
-0.21 

29 
NM 

amortization  of  advertising  costs 
recording  revenue  not  earned 

NM:  Not  meaningful.  Sources:  Company  reports;  Marker  Guide 

Aa  FactSet  Research  Systems;  IBES  Express. 

Accounting  rules  give  financial  officers  lots  of  leeway  when  tallying  profits.  These  companies  may  have  been  pushing  the  envelope.  One  signal:  Their 
cash  flow  is  not  nearly  as  impressive  as  their  reported  profits.  Before  buying  these  issues,  be  sure  to  read  the  footnotes  in  the  annual  reports. 


quired  discount  retailer  Rock  Bottom 
Stores  in  September  1998.  Following 
the  acquisition,  Duane  Reade  had 
problems  selling  some  of  Rock  Bot- 
tom's private-label  merchandise.  So  in 
1999  (accounting  rules  permit  com- 
panies up  to  one  year  after  an  acquisi- 
tion before  deciding  how  to  classify  in- 
ventory) Duane  Reade  reassigned  a 
$7.7  million  chunk  of  the  purchase 
price  originally  attributed  to  inventory 
to  goodwill  instead.  That  means  the 
$7.7  million  will  be  charged  against 
earnings  over  a  period  somewhere  be- 
tween 5  and  40  years  (the  company  de- 
clines to  say  how  long).  Taken  instead 
as  an  inventory  writedown,  says 
Howard  Rosencrans,  an  analyst  at 
HI)  Brous  &  Co.,  the  sum  would  have 
clipped  earnings  by  25  cents  a  share 
aftertax.  Stretched  out,  the  amount 
cost  the  bottom  line,  at  most,  a  nickel 
last  year. 

What  difference  do  a  few  pennies 
make?  A  lot,  at  this  company.  The  1999 
net  came  to  only  89  cents  a  share.  The 
company  maintains  this  is  a  legitimate 
way  to  adjust  for  noncompatible  inven- 
tory in  ,\n  acquisition. 

Bally  Total  fitness  is  the  nation's 
largest  health  club  chain.  At  first  blush 
ompany  looks  like  a  great  turn- 
around story.  After  posting  a  net  loss 
of  $24  million  in  1997,  the  company 
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earned  $13  million  in  1998  and  $42 
million  last  year.  But  there's  a  prob- 
lem: Cash  revenue  is  considerably  less 
than  revenue  booked  on  the  income 
statement. 

Bally  immediately  records  as  rev- 
enue the  entire  fee  it  charges  new 
members  to  join.  Some  new  members 
pay  up  front.  But  most  sign  install- 
ment contracts.  Last  year  the  company 
financed  $465  million  in  initial  mem- 
berships while  collecting  up  front  on 
only  $24  million  worth.  In  1997,  the 
last  year  Bally  posted  a  loss,  $353  mil- 
lion worth  of  initial  members  were  fi- 
nanced while  $58  million  paid  in  full. 
Bally  claims  it  reserves  adequately — 
setting  aside  41%  of  sales — for  unpaid 
members. 

But  Bally's  operations  are  con- 
Miming  huge  amounts  of  cash.  Since 
1998 — when  the  company  returned 
to  profitability — it  has  consumed 
$206  million  more  in  cash  than  it  has 
generated.  Bally  has  had  to  borrow 
heavily  and  now  has  $594  million  in 
debt  against  only  $212  million 
in  equity. 

Earnings  management  is  not  just 
an  issue  for  companies  making  a 
turnaround.  During  the  fourth  quar- 
ter of  1999  Intel's  earnings  per  share 
rose  2  cents  to  61  cents.  Six  cents  of 
that  was  from  $327  million  (pretax) 


in  capital  gains — the  cashing-out  of 
investments  Intel  has  made  in  Inter- 
net companies.  There  is  a  lot  more 
unrealized  appreciation  where  that 
came  from  (a  pretax  $5.8  billion, 
or  $1.10  per  share).  But  should  in- 
vestors pay  a  premium  for  earnings 
growth  plucked  out  of  this  honey 
pot?  Says  Robert  Waxman,  partner 
at  Corporate  Finance  Advisory,  "I 
would  apply  a  multiple  of  one  to  those 
earnings." 

There  is  another  way  a  roaring 
stock  market  can  boost  earnings: 
gains  from  employee  pension  plans. 
When  a  company's  pension  plan 
assets  race  far  ahead  of  what  it  needs 
to  have  set  aside  against  future  liabil- 
ities, it  can  cut  back  on  its  contribu- 
tions into  the  pension  fund.  The  effect| 
of  a  bull  market,  that  is,  is  to  artifi 
cially  depress  a  company's  employ 
ment  costs,  explains  Jack  T  Ciesielski, 
who  pens  The  Analyst's  Accounting 
Observer.  And  that  in  turn  raises 
net  income. 

Ciesielski  cites  two  dramatic  exam- 
ples from  1998  earnings  reports.  Al- 
legheny Technologies  got  an  $81  mil 
lion  windfall  from  this  pension  effect, 
an  amount  representing  21%  of  its  pre 
tax  income.  Lucent  Technologies  got  a 
$558  million  pension  windfall,  24%  o: 
its  pretax  income. 


of 


■  H 


•   ZDD   North  First  Street 


•   Price:  Ndt  currently  dn  market 


•  Prevailing  market  rates:  $26.27/  so.  ft. 


•  Waterfront  views 


•   Easy  access  by  boat  and  automobile 


•   Central  location 


•   Recommendation:  Anticipate 
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Everything  you  need. 
Nothing  you  don't. 


When  you  sit  down  at  the 
bargaining  table  for  a  real  estate 
transaction,  your  single  concern 
is  whether  or  not  you   have 
the   necessary  information  to 
negotiate  for  a  contract  in 
your  company's  best  interest. 
At  Colliers  International,  we 
provide  that  information  to  our 
clients  capably,  consistently  and 
competently.  Never  mind  the 
fact  that  we're  a  global  firm.  We 
got  that  way  with  local  know-how. 

Global  breadth.  Local  depth. 
Commercial  Real  Estate  Services  Worldwide 


COLLIERS 

'.    INTERNATIONAL 


Colliers  International  USA  Headquarters 
Boston,  Massachusetts 
6  I  7  722  022  I 
www.colliers.com 


Across  North  America,  ING  financial  services  companies  are  ready  to  rise  to  J 
your  challenge.  Everyday.  As  one  of  the  largest  integrated  financial  services  companies  in  the,'  | 
world,  we  have  over  $450  billion  in  total  assets,  $50  billion  in  market  cap  and  over  83,000  employee'  , 
to  support  that  promise.  For  personal  and  corporate  needs,  over  25  North  and  South  Ameru  | 
companies  are  now  aligned  under  the  ING  Group  brand  -  ready  access  to  everything  it  takes  to  deliv 
a  wide  range  of  insurance,  banking  and  asset  management  products  and  services.  Get  up  with  the  | 
everyday  answers  you  need  to  get  ahead.  Globally,  Locally,  ING.  The  Confidence  To  Put  You  First  i 


Many  believe  there  is  only  one 
thing  in  life  you  can  count  on. 

We  beg  to  differ. 


.„,«* 


s 

1  *-^3B            Bfl& 

■ 

#• 

ie  Amen 

■ 

5  Advisors  Network 

ING  Life  of  Georgia 

5  asset  Management 

ING  Reinsurance 

;  Bank  of  Canada 

ING  Risk  management  (Bermuda)  LTD. 

5  Bank  of  Montevideo 

ING  Security  Life 

=  Barings 

ING  Seguros 

;  Commerce  Group 

ING  Southland  Life 

;  Equitable  Life 

ING   STRUCTURED  SETTLEMENTS 

;  Fatum 

ING  United  Life 

;  Financial  services  of  NY 

ing  USG  Annuity 

;  Funds 

ING  VARIABLE  annuities 

;  Halifax 

ING  VIDA 

;  Institutional  Markets 

ING  Wellington 

;  Insurance 

ING  WESTERN   UNION 

;  Life 

and  in  nearly  60  other  countries  worldwide 

00-465-3330 

www 

.ing-na.com            NYSE:  ING 

ING 


FORRES 


500s 


Sales 


Aggregate  sales  for  the  Forbes  500s  rose  to  $6.1  trillion 
last  year,  an  11.9%  increase  over  1998.  That  marked  the 
biggest  year-over-year  percentage  gain  since  1980. 


Rank 
99  '98 


13 
14 


17 
18 


31 
32 


33 
34 


35 
36 


37 
38 


39 

40 

41 
42 

43 
44 


Company 


Sales 
(Smil) 


% 
Change 


General  Motors 
Wal-Mart  Stores 

Ford  Motor 
Exxon  Mobil 

General  Electric 
IBM 


7  7  Citigroup 

8  10  AT&T 

9  8  Philip  Morris  Cos 

10  9  Boeing 

11  11  Bank  of  America 

12  ■  SBC  Communications 


12 


22 
15 


25 
20 


33 
27 


36 
30 


39 
34 


43 

50 

45 

102 


176.558 
165,013 

162.558 
160,883 

111,630 
87,548 

82,005 
62,391 

61,751 
57,993 

51.832 
49,489 


Kroger 
Hewlett-Packard 


45,352 
43.808 


15  14        Sears,  Roebuck  41,071 

16  18        American  Inrl  Group  40,656 


Enron 

Procter  &  Gamble 


19  23  Compaq  Computer 

20  28  Lucent  Technologies 

21  29  Home  Depot 

22  ■  Albertson's 

23  74  MCI  WorldCom 

24  21  Fannie  Mae 

25  17  Kmart 

26  48  McKesson  HBOC 

27  26  Texaco 

28  16  Morrill  Lynch 

29  24  Morgan  Stanley  OW 

30  19  Chase  Manhattan 


40.112 
39,188 

38,525 
38.467 


Target 

Bell  Atlantic 


38,434 
37.478 

37,120 
36,969 

35.925 
35,824 

34,975 
34.879 

33.928 
33,710 

33.702 
33.174 


Merck 
JC  Penney 


32.714 
32,510 


31.538 
30.931 


Costco  Wholesale 
Intel 

Delphi  Automotive  Sys 
Safeway 

Ingram  Micro 
Johnson  &  Johnson 

Time  Warner 
United  Parcel  Service 


29.546 
29,399 

29.192 
28,860 


28.069 
27.471 

27.333 
27,052 


9.4 

19.9 

13.9 
11.2 

11.1 
7.2 

7.3 
17.2 

6.8 

3.3 

-0.3 
7.1 

5.3 
-3.7 

-0.6 
22.1 


28.3 
4.2 

23.6 
23.4 

27.2 
4.5 

110.0 
17.4 

6.7 
29.0 

13.2 
-2.7 

9.0 
4.1 

8.9 
5.1 


21.6 
6.0 


g 


15.3 
11.9 

2.5 
17.9 

27.4 
16.1 

87.4 
9.1 
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45 
!    46 

37 
42 

Allstate 

du  Pont  de  Nemours 

26,959 
26.918 

4.2 
8.7 

47 
46 

54 
40 

Aetna 
Bank  One 

26.453 
25.986 

28.4 
1.5 

49 
50 

35 

■ 

Lockheed  Martin 
Goldman  Sachs  Group 

25,530 
25.363 

-2.8 
12.8 

Getting  paid  faster.  It's  not  a  new  idea. 
But  it  took  a  revolutionary  approach  to 
make  it  a  reality. 

Introducing  eflme  Capital. 

eTime  Capital  delivers  unique,  Internet- 
based  services  that  effortlessly  integrate 
information  from  order  through  delivery 
and  settlement — greatly  reducing  the 
time  between  making  the  sale  and  reaping 
the  reward. 


You  made  the  sale  in  record  time, 
how  long  will  it  take  to  get  paid? 


Now,  let's  see  how  long  it  takes  you  to 
act.  For  a  free  white  paper  on  how 
eTime  Capital  can  streamline  your  account 
receivables  visit  www.etimecapital.com 
or  call  1-877-432-6691. 


-/  www.etimecapital.com   V 
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FORBES  500s 


Sales 

Rank 

Sales 

% 

S9 

98 

Company 

(Smtl) 

Change 

51 

41 

GTE 

25,336 

-0.5 

52 

7! 

Dell  Computer 

25.2G5 

385 

53 

47 

BellSouth 

25.224 

9.1 

54 

44 

ConAgra 

24.903 

3.1 

55 

62 

International  Paper 

24.600 

25.9 

56 

73 

Freddie  Mac 

24,260 

34.5 

57 

38 

United  Technologies 

24,127 

-6.1 

50 

107 

Berkshire  Hathaway 

24,020 

73.7 

59 

46 

Wart  Disney 

23,745 

2.2 

60 

■ 

Honeywell 

23,735 

0.8 

61 

■ 

Cardinal  Health 

23.296 

18.0 

62 

56 

American  Express 

22.405 

10.1 

63 

51 

First  Union 

22.004 

2.5 

64 

84 

Microsoft 

21,055 

21.9 

or 

65 

55 

Wells  Fargo 

21,795 

6.4 

66 

75 

Duke  Energy 

21,742 

23.5 

67 

58 

PG&E 

20,020 

4.4 

60 

78 

Conoco 

20,547 

20.9 

69 

49 

PepsiCo 

20,367 

-8.9 

70 

72 

USX-Mararhon 

20.239 

11.5 

71 

70 

Bristol-Myers  Squibb 

20,222 

10.6 

72 

57 

Sara  Lee 

20.146 

0.8 

73 

87 

AutoNation 

20.112 

24.8 

» 

■ 

Fleet  Boston  Finl 

20.026 

13.6 

75 

61 

Raytheon 

19,041 

1.6 

76 

65 

Coca-Cola 

19.805 

5.3 

77 

53 

Caterpillar 

19,702 

-6.1 

70 

81 

UnitedHealth  Group 

19,562 

127 

79 

63 

Xerox 

19.220 

-1.1 

80 

69 

Loews 

19.064 

3.8 

01 

77 

Supervalu 

10.990 

8.5 

02 

59 

Lehman  Bros  Holding 

10,909 

-4.5 

83 

67 

Dow  Chemical 

10,929 

2.6 

84 

52 

Cigna 

10.701 

-12.4 

05 

91 

Walgreen 

10.646 

17.7 

06 

122 

UtiliCorp  United 

10.622 

48.2 

07 

83 

Electronic  Data  Sys 

10.534 

9.7 

00 

86 

Sysco 

18.292 

13.2 

09 

92 

Federated  Dept  Srrs 

18.217 

15.1 

90 

103 

Bergen  Brunswig 

18.118 

24.9 

91 

68 

JP  Morgan  &  Co 

18.110 

-1.7 

92 

94 

CVS 

18.098 

185 

93 

76 

UAL 

10.027 

2.7 

94 

117 

Georgia-Pacific 

17,790 

34.5 

95 

64 

AMR 

17,730 

1.2 

96 

85 

FedEx 

17.372 

6.2 

IT 

101 

Ttixas  Utilities 

17.118 

16.2 

96 

89 

Sprint  FON 

17.916 

6.2 

99 

Tech  Data 

1.-.992 

47.4 

TRW 

16.969 

42  8 

■  Ng 

Rank 
99    '98 

Company 

Sales 

(Smil) 

% 
Change 

101 

102 

66 
116 

Columbia/HCA 
Johnson  Controls 

16,657 
16.585 

-10.8 
23.7 

103 
104 

93 
109 

Alcoa 
Pfizer 

16,323 
16,204 

6.4 
19.6 

105 
106 

129 
98 

Lowe's  Cos 

Minn  Mining  &  Mf  g 

15,906 

15.659 

29.9 
4.2 

107 
100 

105 
137 

Dynegy 
Reliant  Energy 

15,430 
15.303 

8.2 
33.2 

109 
110 

104 
155 

Delta  Air  Lines 
Cisco  Systems 

15,051 

14.977 

4.5 
49.5 

111 
112 

79 
96 

Halliburton 
Fleming  Cos 

14.765 
14,646 

-14.0 
-2.8 

113 
114 

113 

108 

Coca-Cola  Enterprises 
Emerson  Electric 

14.406 
14,386 

7.4 

5.0 

115 
116 

132 
114 

Tosco 

May  Dept  Stores 

14,362 
14,224 

19.5 
6.0 

117 
118 

106 

115 

Winn-Dixie  Stores 
Eastman  Kodak 

14,120 
14.009 

1.8 
5.1 

119 
120 

118 
127 

IBP 

Rite  Aid 

14.075 
13,819 

9.5 
14.0 

121 
122 

123 

134 

Washington  Mutual 
Phillips  Petroleum 

13,571 
13,571 

8.7 
17.5 

123 
124 

111 
97 

American  Home  Prod 

Hartford  Finl  Service 

13.550 
13,520 

0.6 
-9.9 

125 
126 

141 

120 

AXA  Financial 
Dana 

13,371 
13.270 

22.5 
5.0 

127 
120 

125 
88 

McDonald's 
Archer  Daniels 

13,259 
13.212 

6.7 
-17.6 

129 
130 

126 

124 

US  West 

Abbott  Laboratories 

13.182 
13.178 

6.5 
5.6 

131 
132 

144 
119 

Sun  Microsystems 
Waste  Management 

13450 
13,030 

25.0 
3.8 

133 
134 

128 

150 

Kimberly-Clark 
Warner-Lambert 

13,007 
12,929 

5.8 
26.6 

135 
136 

121 

130 

Goodyear 
Viacom 

12,881 
12.859 

2.0 
6.3 

F 

146 

166 

Atlantic  Richfield 
Lear 

12.501 
12.429 

21.3 
37.2 

139 
140 

142 
161 

Weyerhaeuser 
Associates  First  Cap 

12.262 
12.131 

13.9 
29.4 

141 
142 

110 
140 

Fluor 
Toys -R-  Us 

12.032 
11.862 

-108 
6.2 

143 
144 

139 
160 

Anheuser-Busch  Cos 
Bast  Bay 

11.704 
11.635 

4.1 
23.1 

145 
146 

167 
112 

Gap 
Deere  &  Co 

11.635 

11.632 

28.5 
-13.4 

147 
146 

138 
157 

Southern  Co 
Textron 

11.595 
11.579 

1.6 
19.6 

149 
150 

147 

143 

Tenet  Healthcare 
Union  Pacific 

11.417 
11.273 

11.4 

6.8 

Rank 
'99    '98    Company 

Sales 
(Smil) 

% 
Changs 

151  186   Ultramar  Diamond 

152  149   Delhaize  America 

11,075 
10,879 

32.7 
65 

153  156  CSX 

154  147  American  General 

10,811 
10,679 

s 

155  ■    El  Paso  Energy 

156  145   Whirlpool 

10,581 
10,511 

11.5 
1.8 

157    168   Northwest  Airlines 
150   169  Office  Depot 

10,276 
10,263 

13.6 

14.1 

159  181   AmeriSource  Health 

160  227  Solectron 

10,226 
10,173 

17.8 
49.2 

161  152   Great  A4P  Tea 

162  175  Circuit  City  Stores-G 

10,157 
10,153 

21 

163    164   Eli  Lilly 
1 164  159  PacifiCare  Hearth 

10,003 
9,989 

8.3 
4.9 

165  158   Humana 

166  153  Gillette 

9,959 
9,897 

" 

167   176   Manpower 
160    180   CHS  Electronics 

9,770 

9,737 

10.8 
29.4 

169  162   Limited 

170  189   Oracle 

9,723 
9,699 

xS 

171  151  Edison  International 

172  177   Household  Intl 

9,670 
9,499 

-5.3 
9.1 

173  183  Texas  Instruments 

174  277   Illinois  Tool  Works 

9.468 
8.333 

£! 

175  187   Arrow  Electronics 

176  ■    UnumProvident 

9.313 
9,299 

11.6 
9.2 

177  163   HJ  Heinz 

178  192   Schering-Plough 

9,287 
9,178 

-0.2 
13.6 

179   217   Marsh  4  McLennan 
100    179   Monsanto 

9,157 
9,146 

27.4 
5.8 

181  170  Colgate-Palmolive 

182  171   Burlington  Santa  Fe 

9,119 
9,100 

1.6 
1.8 

183  200   Paccar 

184  173   Northrop  Grumman 

9.021 
0,995 

14.3 
1.0 

185  302   General  Dynamics 

186  220   Staples 

9,959 

8,937 

80.3 
25.5 

187  211   Computer  Sciences 

188  172   NIKE 

8.926 
8,905 

20.6 
0.0 

189  191  Navistar  Intl 

190  196  TJX  Cm 

8309 

8,795 

10.0 
10.6 

191  136   Entergy 

192  194  Marriott  Intl 

8,773 
8.739 

-23.7 
97 

193  201   Dillard's 

194  174   Foundation  Health  Sys 

8.677 

8.655 

S 

195  209   Gateway 

196  221   Aflac 

8.646 
8.640 

15.8 
21.6 

197  195   Continental  Airlines 

198  185   Bestfoods 

0.639 
8,637 

8.7 
3.1 

199  178   US  Airways  Group 

200  199   Bear  Stearns  Cos 

8.595 
8.585 

-1.1 

8.7    J 
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One  golf  legend. 
One  missing  sand  wedge. 
One  nervous  caddy. 


I 


One  rush  delivery  to  the  18th  fairway. 


m  SETconr 


It's  every  caddy's  worst  nightmare:  a  missing 
club.  Happily,  Gary  Player's  caddy,  citizen 
of  the  wired  world,  knew  just  where  to  go  - 
the  mySAP.com'"  Marketplace.  With  a  few 
clicks  he  connected  three  different  companies - 
garyplayer.com,  which  designs  the  wedge; 
the  foundry  that  would  custom-build  it;  and  the 
overnight  service  that  would  deliver  it  -  thus 
saving  both  Gary's  par  and  his  own  reputation. 

What  is  mySAP.com?  It's  a  new  way  for  lots  of 
companies,  in  all  their  roles -as  buyers,  sellers, 
employers,  and  business  partners -to  work 
together  as  one. 

Want  to  know  how  your  business  can  get  in 
the  game?  Visit  www.sap.com/mysap  and 
we'll  show  you. 


you  ca 


n.  it  d 


oes. 


©2000  SAP  AG  SAP,  the  SAP  logo,  and  the  mySAPcom  logo  are  registered  trademarks 
of  SAP  AG  in  Germany  and  several  other  countries. 


500s 


Profits 

After  edging  up  2.4%  in  1998,  composite  profits  soared 
23.8%  last  year  to  $451  billion— quite  impressive,  consider- 
ing FORBES"  profit  calculations  include  restructuring  charges. 


Rank 
99    '98 

Company 

Profits 

($mil) 

% 
Change 

1 
2 

1 
8 

General  Electric 
Citigroup 

10,717.0 
9,994.0 

15.3 
72.1 

3 

4 

4 

■ 

Microsoft 
Exxoa  Mobil 

8.746.0 
7.910.0 

37.5 
-2.0 

5 
6 

11 
5 

Bank  of  America 
IBM 

7,882.0 
7.712.0 

52.6 
21.9 

7 
8 

12 
9 

du  Pont  de  Nemours 
Philip  Morris  Cos 

7,690.0 
7.675.0 

64.3 
429 

9 
10 

6 
7 

Intel 
Ford  Motor 

7,314.0 
7,236.6 

20.5 

21.8 

11 
12 

■ 
30 

SBC  Communications 
General  Motors 

6,573.0 
6.002.0 

-15.0 
103.0 

13 
14 

10  - 
13 

Merck 
Wal-Mart  Stores 

5,890.5 
5,575.0 

12.2 
25.8 

15 
16 

2 
16 

AT&T 

Chase  Manhattan 

5.450.0 
5.446.0 

-16.6 
44.0 

17 

18 

17 
22 

American  Intl  Group 
Morgan  Stanley  DW 

5,055.4 
4.791.0 

34.3 
41.2 

19 

20 

28 
25 

Bell  Atlantic 
Bristol-Myers  Squibb 

4,208.0 

4.167.0 

40.7 
32.7 

20 
22 

27 
33 

Johnson  &  Johnson 
GTE 

4,167.0 
4.062.9 

36.2 
63.1 

23 
24 

■ 
21 

MCI  WorldCom 
Fannie  Mae 

3.950.0 
3.921.1 

D-P 
13.8 

25 
26 

40 
15 

Wells  Fargo 
Procter  &  Gamble 

3.747.0 

3,727.0 

92.2 
-5.8 

a 

55 
26 

MediaOne  Group 
Bank  One 

3,514.0 
3.479.0 

145.7 
11.9 

29 
30 

46 

20 

Lucent  Technologies 
BellSouth 

3.477.0 
3.448.0 

146.8 
-2.2 

31 
32 

29 
31 

Hewlett-Packard 
First  Union 

3.325.0 
3,223.0 

11.7 
11.5 

33 
34 

23 
37 

Pfizer 
Eli  Lilly 

3.179.0 
2.721.0 

-5.1 
29.3 

35 
36 

24 

■ 

Allstate 

Goldman  Sachs  Group 

2,720.0 
2,708.0 

-17.4 
11.5 

37 
38 

67 

■ 

Merrill  Lynch 

RJ  Reynolds  Tobacco 

2,618.0 
2.593.0 

108.0 
D-P 

39 
40 

58 
36 

Cisco  Systems 
American  Express 

2.530.0 
2,475.0 

85.0 
15.6 

41 
42 

35 
19 

Abbott  Laboratories 
Coca-Cola 

2,445.8 
2.431.0 

4.8 
-31.2 

43 
44 

45 
79 

Home  Depot 
Boeing 

2.320.0 
2,309.0 

43.7 
106.2 

45 

46 

138 

44 

Textron 
Freddie  Mac 

2.269.0 
2.218.0 

273.2 
30  5 

47 
48 

41 
59 

Schering-Plough 
Chevron 

2,110.0 
2.070.0 

20.2 
54.6 

49 
50 

92 
39 

JP  Morgan  &  Co 
PepsiCo 

2.055.0 
2,050.0 

113.4 
2.9 

250     ,  RBI  \p: 


magine  a 
an  turn  like  this. 


rrmr. 


We  did.  Our  new  modular  pa 


system  places  the  propeller  and  the  rue 
together  to  make  ships  so  maneuverable, 
they  can  turn  30%  tighter.  This  speeds  up 
docking,  makes  navigating  safer  and 


saves  fuel,  too.  At  ABB,  we  believe  the  most 


important  thing  we  build  today  is 
knowledge.  Because  the  power  that  will 


drive  the  next  hundred  years  is  the 


lower  of  ideas. 


00  ABB  LTD. 


Brain  Power. 


00s 


Profits 

Rattii 

Profits 

% 

9S    '98 

Company 

(Smil) 

Change 

si    a 

Fleet  Seston  Finl 

2,038.0 

-12.3 

1  52  432 

Time  Warner 

1.960.0 

500.0+ 

51     47 

Akfaaalifs 

1.947.9 

25.7 

54     70 

Oracle 

1.946.8 

72.4 

55    64 

Cigna 

1,865.0 

44.3 

56    53 

Washington  Mutual 

1,817.1 

22.2 

57    73 

Minn  Mining  &Mfg 

1,763.0 

45.3 

58    74 

Bank  of  Mew  York 

1,739.0 

45.9 

59     69 

Warner-Lambert 

1,733.2 

38.2 

60    76 

Kimberly-Clark 

1.668.1 

49.7 

61     54 

Dell  Computer 

1.666.0 

14.1 

62     ■ 

Reliant  Energy 

1.665.3 

D-P 

63     43 

Sprint  FON 

1.606.0 

4.3 

84    32 

Berkshire  Hathaway 

1,557.0 

-45.0 

Honeywell 

1,541,0 

-19.0 

66    68 

United  Technologies 

1,531.0 

22.0 

67    61 

US  Bancorp 

1.506.5 

13  5 

68     72 

Associates  First  Cap 

1,490.4 

21.8 

68  158 

Household  Intl 

1.486.4 

183.6 

70  211 

TribMM 

1.483.1 

258.0 

71    83 

Sears,  Roebuck 

1,453.0 

35.5 

72  221 

Xerox 

1.424.0 

260.5 

73  186 

Atlantic  Richfield 

1.422.0 

214.6 

74  213 

Texas  Instruments 

1,406.0 

245.5 

75    84 

National  City 

1.405.5 

313 

76     71 

Anheuser-Busch  Cos 

1.402.2 

13.7 

77    57 

Eastman  Kodak 

1,392.0 

0.1 

78     70 

Emerson  Electric 

1.336.1 

7.0 

78    63 

Dow  Chemical 

1.331.0 

1.6 

80    82 

Delta  Air  Lines 

1.285.0 

19.2 

81    94 

Sun  Microsystems 

1.281.9 

45.7 

82    89 

Southern  Co 

1.276.0 

30.6 

83     80 

PNC  Financial  Services  1.264.0 

134 

84    81 

Gillette 

1.260.0 

166 

85  106 

UAL 

1.238.0 

50.8 

86  181 

First  Data 

1.199.7 

157.6 

87    93 

Target 

1.185.0 

23.2 

88     75 

Sara  Lee 

1.178.0 

-1.0 

89  140 

Texaco 

1.177.0 

95.2 

90     77 

Burlington  Santa  Fe 

1.137.0 

-1.6 

81  118 

Lehman  Bros  Holding 

1,132.0 

53.8 

92  113 

American  General 

1.131.0 

48.0 

93  105 

Gap 

1.127.1 

36.7 

94  104 

AXA  Financial 

1.1261 

35.2 

95     91 

SunTrust  Banks 

1.124.0 

15.8 

96    90 

Comcast 

1.116.7 

14  4 

97    88 

KeyCorp 

1.107.0 

111 

98    52 

US  West 

1.102.0 

-26.9 

Amgon 

1.096.4 

27.0 

DcipM  Automotive  Syi 

1  083.0 

DP 

■  Not  tanked  in  1998    D  P:  CMici 

lo  pioM 

Rank 
99    '98 

Company 

Profits 
(Smil) 

% 
Change 

101  100 

102  ■ 

Alcoa 

Seagate  Technology 

1,054.0 
1,044.6 

23.6 
D-P 

103  ■ 

104  112 

America  Online 
MBNA 

1,026.0 
1,024.4 

500.0+ 

32.0 

105  125 

106  ■ 

Enron 

Applied  Materials 

1,024.0 
1.022.2 

45.7 
500.0+ 

107  95 

108  110 

Wachovia 
EMC 

1.011.2 
1.010.6 

15.7 
27.4 

109  42 

110  96 

Walt  Disney 
Mellon  Finl 

993.0 
989.0 

-42.2 
13.7 

111  116 

112  107 

Texas  Utilities 
Safeway 

985.0 
970.9 

33.1 
20.4 

113  136 

114  87 

Conseco 
Gannett 

962.6 
957.9 

88.9 
-4.2 

115  51 

116  102 

Caterpillar 
Colgate-Palmolive 

946.0 
937.3 

-37.5 
10.5 

117  178 

118  231 

Medtronic 
Dover 

934.4 
929.0 

98.6 
145.2 

119  101 
128     ■ 

May  Dept  Stores 
United  Parcel  Service 

927.0 
883.0 

9.2 

-49.3 

121  ■ 

122  65 

Media  General 

Cox  Communications 

882.6 
881.9 

500.0+ 
-30.6 

123  237 

124  149 

General  Dynamics 
Bear  Stearns  Cos 

880.0 
876.0 

141.8 
62.6 

125  ■ 

126  ■ 

Firstar 
St  Paul  Cos 

875.3 
864.3 

8.7 
500.0+ 

127  85 

128  66 

Hartford  Finl  Service 
Duke  Energy 

862.0 
847.0 

-15.1 
-32.8 

129  129 

130  269 

Illinois  Tool  Works 
Baxter  International 

8411 
824.0 

25.0 

161.6 

131  ■ 

132  ■ 

Motorola 
Union  Pacific 

817.0 
810.0 

OP 
0-P 

133  126 

134  127 

Pharmacia  &  Upjohn 
Federated  Dept  Strs 

8030 
795.0 

16.2 
16.1 

135  ■ 

136  156 

CBS 

Alltel 

785.0 

783.6 

D-P 
49.1 

137  132 

138  145 

Automatic  Data 
Computer  Associates 

763.1 
762.0 

20.8 
33.7 

138  137 
140  187 

Campbell  Soup 
Conoco 

757.0 

744.0 

20.3 
65.3 

141  86 

142  109 

Lockheed  Martin 
Marsh  &  McLennan 

737.0 
726.0 

-26.4 
-8.8 

143  133 

144  134 

Pub  Svc  Enterprise 
Bestfoods 

723.0 
717.0 

12.3 
12.0 

145  103 

146  ■ 

Aetna 
Georgia-Pacific 

716.9 
716.0 

-15.5 

500.0+ 

147  114 

148  120 

H  J  Heinz 
Consolidated  Edison 

701.9 
700.6 

-6.0 
-4.0 

149  131 

150  174 

FPL  Group 
Lowe's  Cos 

697.0 
672.8 

5.0 
395 

Rank 
'99     98 

Company 

Profits 

(Smil) 

% 
Change 

151 
152 

139 

176 

Comerica 

Fifth  Third  Bancorp 

672.6 
668.0 

10.8 
40.3 

153 
154 

230 
62 

Columbia/HCA 
AMR 

657.0 
656.0 

73.4 
-41.1 

155 

156 

270 
147 

USX-Marathon 
Walgreen 

654.0 
647.9 

111.0 

17.1 

157 
158 

■ 
142 

Kroger 

Pitney  Bowes 

638.0 
636.2 

29.1 
10.4 

159 
160 

219 
212 

CVS 

Apple  Computer 

635.1 

632.0 

60.2 
52.7 

161 
162 

160 
199 

FedEx 

PaineWebber  Group 

629.4 
628.6 

20.9 
45.0 

163 

164 

191 

130 

Tricon  Global  Rest 
Edison  International 

627.0 
623.0 

40.9 
-6.7 

165 
166 

123 
198 

Cbubb 
State  Street 

621.1 
619.0 

-12.1 
42.0 

167 

168 

155 
247 

PECO  Energy 
Eaton 

619.0 

617.0 

16.3 

76.8 

169 
170 

282 
168 

Weyerhaeuser 

bb&t 

616.0 
612.8 

109.5 
22.1 

171 

172 

159 
336 

General  Mills 
Phillips  Petroleum 

610.3 
609.0 

17.0 

157.0 

173 
174 

■ 
164 

Rockwell  Intl 
Unicom 

605.0 
598.0 

D-P 

17.2 

175 
176 

117 

■ 

Entergy 
Monsanto 

595.0 
595.0 

-19.5 
D-P 

177 
178 

166 
248 

Ingersoll-Rand 
Charles  Schwab 

591.1 
588.9 

16.1 
69.0 

179 
180 

209 

173 

Paccar 
Aflac 

583.6 
571.4 

40.0 

17.4 

181 
182 

206 

172 

Ralston  Purina 
Costco  Wholesale 

571.1 

570.0 

35.3 
15.8 

183 
184 

177 

■ 

Masco 

EOG  Resources 

569.6 
569.1 

19.7 
5000+ 

185 
186 

■ 
195 

Compaq  Computer 
FirstEnergy 

569.0 
568.3 

D-P 
28.8 

187 
187 

240 
108 

Occidental  Petroleum 
PPG  Industries 

568.0 
568.0 

56.5 
-29.1 

187 
190 

■ 
217 

UnitedHealth  Group 
Tellabs 

568.0 
559.1 

D-P 
40.4 

191 
192 

267 
153 

Navistar  Intl 
Dominion  Resources 

553.0 
551.0 

71.7 
2.9 

193 
194 

280 
286 

Providian  Financial 
NIKE 

550.3 
547.5 

85.6 

195 
196 

■ 
204 

Cardinal  Health 
TJX  Cos 

526.9 
526.8 

24.2 

197 
198 

207 
225 

Regions  Financial 
Unisys 

525.4 
522.8 

24.6 
35.1 

199 
200 

182 
152 

Loews 
American  Electric 

521.1 
520.0 

12.1 
-3.0 

252 
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DIRECT 

REIMBURSEMENT 


Helps  fight  costs. 


■■ 


■ 


Two  simple  ways  to  put  the  cap  on  the  cost  of  dental  benefits. 


With  Direct  Reimbursement,  nearly  every 
dollar  goes  toward  covering  actual  dental  care, 
and  the  money  you  save  can  go  right  to  your 
bottom  line.  Direct  Reimbursement  (DR) 
reduces  the  excessive  paperwork  and  high 
administrative  costs  typical  of  outside  insurers. 
There  are   no  monthly  premiums.   Instead, 


your  company  pays  when  actual  treatment 
is  received.  What's  more,  your  employees  can 
see  any  dentist  they  choose  with  typically 
no  exclusions  in  coverage.  Call  the  American 
Dental  Association  today  to  learn  more  about 
DR,  or  to  request  a  cost  estimate  of  a  DR  plan 
designed  to  meet  the  needs  of  your  company. 


1-800-232-7698  ext.228 

Or  visit  our  web  site  at  www.ada.org/DR 


)IRECT 

EIMBURSEMENT 


Dental 

Benefits  Plan 

c       &. 

OlTiart  Companies 


AD)A. 


American  Dental  Association 


>00Q  Caterpillar  Inc    www.cat.com 


We  helped  lay  the  grou 


Literally. 

Ever)  time  an  airplane  touches  down,  in  almost  any 
;iiq*Mi  in  the  world,  we  can  say  we  paved  the  way-  because 
the  odds  arc  our  machines  helped  build  the  runways. 

Caterpillar  machines  also  played  a  key  part  in 


developing  many  of  the  roads  and  railways,  bridges 
and  canals  that  carry  the  world's  commerce.  And  01 
engines  provide  power  to  many  of  the  locomotives, 
tugs,  and  trucks  that  travel  on  them. 

So  we're  proud  of  our  part  in  making  global 


He  for  the  global  economy. 


ie  possible.  But  we're  even  prouder  of  the  things 
t  happen  when  trade  itself  takes  off.  Education, 
ilth,  communications,  and  jobs  all  flourish  in  a 
ilthy  world  economy. 
And  when  people  trade  together  they  exchange 


ideas.  They  become  more  understanding  and  more 
open.  And  that  could  be  the  most  important  global 


trade  of  all. 


CATERPILLAR 


FORBES  500$         __ 

Assets 

The  roaring  bull  market  helped  push  total  assets  for  the 
500s  up  13.2%,  to  $16.1  trillion.  Perspective:  The  combined 
GDP  of  France,  Germany  and  Japan  is  only  $7.3  trillion. 


Rank 
99     '98 


Company 


Assets 
($mil) 


Citigroup 
Bank  of  America 


716,937 
632,574 


Change 


7.2 
2.4 


3 

3 

Fannie  Mae 

575,167 

18.6 

4 

4 

Chase  Manhattan 

406,105 

11.0 

5 

5 

General  Electric 

405,200 

13.8 

6 

6 

Freddie  Mac 

386,684 

20.3 

7 

7 

Morgan  Stanley  DW 

366,967 

15.5 
9.4 

8 

8 

Merrill  Lynch 

328,071 

9 

12 

Ford  Motor 

276,229 

16.3 

10 

11 

General  Motors 

274,730 

6.7 

11 

9 

Bank  One 

269,425 

3.0 

12 

10 

JP  Morgan  &  Co 

260,898 

-0.1 

13 
14 

15 
13 

American  Intl  Group 
First  Union 

259,786 
253,024 

41.2 

6.6 

15 
16 

■ 
14 

Goldman  Sachs  Group 
Wells  Fargo 

250,491 
218,102 

u 

17 
18 

17 
18 

AXA  Financial 
Lehman  Bros  Holding 

207,554 
192,244 

30.1 
24.9 

19 
20 

■ 
16 

Fleet  Boston  Finl 
Washington  Mutual 

190,692 
106,514 

72 
12.7 

21 
22 

19 
20 

Bear  Stearns  Cos 
Hartford  Finl  Service 

177,393 
167.051 

17.4 

10.9 

23 
24 

22 

■ 

American  Express 
Exxon  Mobil 

148,517 
144.521 

17.0 
3.6 

25 
26 

23 
45 

Berkshire  Hathaway 
AT&T 

131.416 
130,973 

119.9 

27 
28 

26 
25 

American  General 
Aetna 

115,447 
112.839 

9.8 
7.3 

29 
30 

28 
32 

Lincoln  National 
Allstate 

103,096 
98.119 

9.9 
11.9 

31 
32 

29 
24 

SunTrust  Banks 
Cigna 

95,390 
95,333 

2.4 
-16.8 

33 
34 

39 

33 

Nationwide  Financial 
IBM 

93.054 
07,495 

24.6 
1.6 

35 

36 

31 
34 

National  City 
MCI  WorldCom 

87.121 
97.053 

-1.3 
0.8 

37 
38 

■ 
35 

John  Hancock  Financial 
KeyCorp 

84.456 
83.395 

9.7 

4.2 

39 
40 

■ 
38 

SBC  Communications 
Associates  First  Cap 

83,215 
82,957 

11.0 

10.4 

41 
42 

37 

36 

US  Bancorp 

PNC  Financial  Services 

81,530 
75.413 

67     1 

-2.3 

43 
44 

43 

■ 

Bank  of  New  York 
Firstar 

74.621 
72,788 

17.5 
-2.0 

45 
46 

53 

41 

Wal-Mart  Stores 
Loews 

70.245 
69.464 

40.5 
-2.0 

47 
48 

42 
47 

Wachovia 
Bell  Atlantic 

67.353 
62,614 

5.0 

13.5 

1     50 

49 
44 

PaineWebber  Group 
Philip  Morris  Cos 

61.612 
61,381 

13.7 
2.4 
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WE   TAKE   BUSINESS   WHERE   ITS   NEVER 


VERYWHERE. 


Think  how  much  more  productive  your  busi  I  be  if  the  power  of  the  office, 

the  Internet,  e-mail  and  e-commerce  could  go  everywhere.  Indoors  or  out.  We  make 
it  possible  —  without  wires.  We're  Aether  and  we  set  business  free. 


1.800.854.0473    •    aethersystems.com 


>  Acthw  Systems.  Inc  2000 


FORBES  500s 


Assets 

Rank 

!  '98    '98 

Compart/ 

Asset* 

($mil) 

% 
Change 

51 
52 

54 
50 

State  Street 
Hnussheid  Intl 

68,896 
60.749 

29.3 

14.9 

1  53 
84 

3  tatc  Bancorp 
Canseco 

57.019 

52,054 

3.9 
19.4 

55 
56 

84 
139 

Time  Warner 
AT&T  Liberty  Media 

51,239 
50,853 

61.9 
379.6 

57 
58 

57 
51 

GTE 

Mellon  FinI 

50.832 
47,946 

16.5 
-5.6 

59 
80 

59 

89 

Wart  Disney 
Microsoft 

46,373 

45,093 

6.5 
50.1 

61 
62 

114 
68 

CIT  Group 
SLM  Holding 

45.081 
44.025 

85.5 
18.3 

63 
64 

85 
75 

Intel 
B6&T 

43,848 
43,481 

39.3 
26.3 

65 
66 

61 

■ 

BellSouth 
Amseuth  Bancorp 

43.453 
43.407 

10.3 
6.8 

67 

68 

66 

69 

SouthTrust 
Regions  Financial 

43.263 
42,714 

13.4 
16.0 

68 

70 

64 

93 

Golden  West  FinI 
Fifth  Third  Bancorp 

42442 
41,589 

9.5 

43.8 

71 
72 

72 
62 

Chevron 

du  Pent  de  Nemours 

41.015 
40.777 

12.2 

5.8 

73 
74 

60 

99 

Texas  Utilities 
MediaOne  Group 

40.729 
39.786 

3.1 
41.1 

75 
76 

65 
71 

St  Paul  Ces 
Comerica 

38.873 
38.653 

1.4 

56 

s 

83 

■ 

Lucent  Technologies 
UnumProvident 

38.834 
38.448 

22.1 
-0.4 

: 

73 

96 

Southern  Ce 
Motorola 

38.396 
37.327 

6.1 

299 

81 
82 

86 
78 

Mm 

Summit  Bancorp 

37.041 
36.378 

18.8 
9.9 

83 
84 

111 

70 

Edissn  International 
Boeing 

36.242 
36.147 

467 
-1  4 

85 
86 

77 
67 

Procter  &  Gamble 
Sears.  Roebuck 

36.001 
35.076 

8.6 
-49 

87 
88 

81 
79 

Merck 
Hewlett-Packard 

35.634 
33.811 

11.9 

89 

90 

80 
104 

UelenBanCal 
Duke  Energy 

33.686 
33.409 

4.4 
24.6 

91 
92 

92 
82 

Enron 

Union  Planters 

33.301 
33,280 

13.7 
5.0 

94 

112 
106 

Charter  One  FinI 
MBNA 

31.818 
30,858 

30.0 
196 

95 
96 

102 
87 

Allmerica  Financial 
Safeco 

30,770 

30.573 

11.5 
-1.0 

N 

103 

International  Paper 
!.ochh*ed  Martin 

30.487 
30.012 

12.6 
4.4 

190 

78 

Union  Pacific 
PME 

29.888 
29.715 

1.7 

-10.6 

■  f. 

ked  In  1)388.  fc«..-  Not  av«. 

i 

Rank 
'99    '98    Company 

Assets 

(Smil)    1 

% 
Change 

101  127   Charles  Schwab 

102  105  Johnson  &  Johnson 

29,299 
29,163 

31.6 
11.3 

103  98    Huntington  Bancshs 

104  97    Texaco 

29,037 
28,972 

2.6 
1.4 

j  105    90    Xerox 
106   101   Northern  Trust 

28,814 
28,700 

-4.0 
3.0 

107  183  Comcast 

108  100   Raytheon 

20,606 
28JL18 

93.6 
0.6 

109  110  MONY  Group 

110  120   Compaq  Computer 

27,736 

27,277 

11.1 

18.3 

111  109   Caterpillar 

112  210   Cox  Communications 

26.635 
26.614 

6.0 
106.7 

113  129   Sovereign  Bancorp 

114  113  Jefferson-Pilot 

26,587 
26,446 

21.3 
8.7 

115  108   Atlantic  Richfield 

116  149   Reliant  Energy 

26.272 
26,221 

4.3 
37.0 

117  115  Dew  Chemical 

118  118   Popular 

25,499 
25.461 

7.0 
9.9 

118   151   Williams  Cos 
120   125   ReliaStar  Financial 

25.289 
24.927 

35.6 
10.3 

121  117   Viacom 

122  131   Marshall  4  llsley 

24,488 
24,370 

3.7 
13.0 

123  155   United  Technologies 

124  128  AMR 

24.366 
24.364 

32.6 
9.8 

125  107   Unicom 

126  126   Dime  Bancorp 

24,098 
23,921 

6.2 
7.2 

127  133  American  Heme  Prod 

128  123   Burlington  Santa  Fe 

23.743 
23.700 

12.9 
4.5 

128   134  Chubb 
130    ■    Honeywell 

23,537 
23,527 

13.5 
3.5 

131  154   US  West 

132  ■    United  Parcel  Service 

23.216 
23,043 

26.1 
35.0 

133  130   First  Security 

134  121    Entergy 

22,993 
22,985 

6.0 
0.6 

135  132   Coca-Cola  Enterprises 

136  136   Astoria  Financial 

22,730 
22,607 

7.6 
10.2 

137  137   MAT  Bank 

138  147    Sprint FON 

22,408 
21.803 

8.9 

13.1 

138   169  GP8 

140   148   Coca-Cola 

21.718 
21.623 

33.3 
12.9 

141  145   American  Electric 

142  240   AES 

21.488 
21.435 

10.3 
98.8 

143  122   Wast*  Management 

144  228   CI*c*Syst*ms 

21,425 
21.391 

0.2 

87.1 

145  144    Aon 

146  143   McDonald's 

21.132 
21.000 

7.3 
6.1 

147  152   UAL 

148  116   JC  Penney 

20.963 
20.069 

130 
-11.7 

149  141   CBS 

150  138   CSX 

20.723 
20.720 

4.6 

14 

Rank 
88    '98 

Company 

Assets 

(Smil) 

V, 
Change 

151 
152 

156 
164 

Pfizer 
Ziens  Bancorp 

28.574 
20,281 

12.4 
19.2 

153 
154 

185 

157 

Delta  Air  Lines 
Norfolk  Southern 

18.871 
19,250 

U 

155 
156 

159 

■ 

Pub  Svc  Enterprise 
Charter  Commun 

19.015 
18.967 

5.7 
NA 

157 
158 

224 
150 

Nextel  Commun 
First  Tennessee  Natl 

18,410 
18,373 

59.1 

-1.9 

159 
160 

167 

■ 

Liberty  Financial  Cos 
Delphi  Automotive  Sys 

18,373 
18,350 

11.2 
18.3 

161 
162 

207 

■ 

Weyerhaeuser 
Kroger 

18,339 
18,286 

42.9 
9.9 

163 
164 

326 
158 

TRW 
FirstEnergy 

18,266 
18,224 

154.8 
0.9 

165 
188 

168 

153 

Compass  Bancshares 
Deere&Co 

18.151 
18.144 

5.0 
-1.9 

167 
168 

188 
165 

Heller  Financial 
Old  Kent  Financial 

17,873 
17,870 

25.1 

8.3 

188 
170 

179 
193 

Sprint  PCS 

Fox  Entertainment 

17.924 
17,777 

s 

171 
172 

161 
203 

Dominion  Resources 
Federated  Dent  Strs 

17,747 
17,692 

1.3 
31.4 

173 
174 

124 
182 

PepsiC* 
Bank  United 

17,551 
17.352 

-22.5 

17.1 

175 

176 

175 

170 

Target 
Bristol-Myers  Squibb 

17,143 
17,114 

9.4 
5.2 

177 
178 

202 

162 

Heme  Depot 
Alcoa 

17,081 
17.066 

26.9 
-2.3 

179 
180 

166 
146 

First  Data 
Columbia/HCA 

17.005 
16,885 

2.5 
-13.1 

181 
182 

315 
180 

Clear  Channel  Commun  16,822 
BancWest                    16381 

123.1 
10.8 

183 
184 

■ 
163 

El  Pase  Energy 
Monsanto 

16.657 
16,535 

15.4 
-1.1 

185 
186 

200 
172 

Textron 

Conoco 

16.383 
16,375 

19.5 
1.9 

187 
188 

173 
174 

Temple-Inland 
American  FinI  Group 

16.186 

16.048 

1.2 
1.3 

189 
190 

186 

■ 

USXMarathon 
Albertson's 

15.705 
15,701 

8.0 
3.8 

191 
192 

171 

187 

Countrywide  Credit 
Consolidated  Edison 

15,570 
15.531 

-3.9 
8.0 

193 
194 

195 
225 

GreenPeint  Financial 
Georgia-Pacific 

15,385 
15,380 

10.2 
33.3 

195 
196 

194 

190 

Hibernia 
Phillips  Petroleum 

15,314 
15.201 

9.3 
6.9 

197 
198 

140 
214 

Cendant 
Coastal 

15,127 
15.123 

-25.2 
22.9 

199 
200 

191 

233 

Kmart 

Texas  Instruments 

15,104 
15,028 

6.6 

33.6 

258 


I  '    O    R    11    E    S    ■   April  17,  2000 


GuaranteedGeneration  T 

Because  buying  replacement 

power  at  spot-market  prices 

is  enough  to  sink  you. 


[mperatures  soar,  demand  increases  dramatically,  and  power  prices  skyrocket.  Then  the 
expected  happens:  You  lose  a  generator.  A  situation  like  this  can  leave  you  -  and  your 
dget  -  drowning.  We  can  protect  you  from  the  volatile  replacement  power  market 
th  GuaranteedGeneration,  another  innovative  product  from  Aquila  Energy. 
LiaranteedGeneration  provides  you  with  the  power  you  need,  when  you  need 
at  an  attractive  fixed  price  that  keeps  you  on  budget.  To  find  out  more 
out   our   flexible    contract    terms,    look    us    up    on    the   Web    at 
vw.aquilaenergy.com,  or  give  us  a  call  at  1-816-936-8783.  Because  in 
is  business,  sometimes  it's  hard  to  keep  your  head  above  water. 


Aquila  Energy 


A  UtiliCorp  United  Company 


Os 


Market  Value 


Technology  stocks  ruled  last  year.  Oracle's  and  Cisco  Sys- 
tems' market  values  jumped  460%  and  187%,  respectively, 
sending  the  market  value  of  the  top  500s  to  $13.5  trillion. 


Rank 
•99    '98 


Company 


Market 
value 

($mil) 




% 
Change 


1 

2 

1 
10 

Microsoft 
Cisco  Systems 

525,690 
473,060 

30.0 
186.9 

3 

4 

2 

5 

General  Electric 
Intel 

433,953 
400.947 

23.5 
104.5 

5 

6 

■ 
57 

Exxon  Mobil 
Oracle 

267,729 
230,307 

4.7 
460.1 

7 
8 

15 
3 

Lucent  Technologies 
Wal-Mart  Stores 

216.698 
214,336 

58.8 
0.0 

9 
10 

11 

9 

IBM 
AT&T 

188,793 
173,209 

15.8 
1.4 

11 
12 

13 
59 

Citigroup 

Sun  Microsystems 

165,009 
164,543 

10.9 
311.9 

13 
14 

61 
39 

Texas  Instruments 
Hewlett-Packard 

140,425 
146,791 

281.8 
109.5 

15 
16 

■ 
4 

SBC  Communications 
Merck 

142,632 
130,727 

-21.1 
-29.9 

17 
18 

51 
6 

EMC 

Pfizer 

135,666 
134,645 

139.7 

-25.8 

18 
20 

■ 
12 

America  Online 
MCI  WorldCom 

134.624 
132,517 

43.9 
-15.9 

21 
22 

21 
14 

Bell  Computer 
American  intl  Group 

131,464 
128,578 

22.5 
-12.9 

23 

24 

25 

58 

Heme  Oepot 
Motorola 

125.725 
123,331 

30.6 
202.6 

25 

26 

8 
28 

Coca-Cola 
Time  Warner 

112,497 
109,395 

-34.4 
25.9 

27 
28 

17 
48 

Bristol-Myers  Squibb 
Morgan  Stanley  DW 

103.745 
98,699 

-16.7 
70.9 

29 
30 

20 

340 

Johnson  &  Johnson 
Ojialcomm 

98,494 
96.409 

-17.3 
500.0* 

31 
32 

67 
30 

Yahoo 
Bell  Atlantic 

96.324 
88,996 

173.0 
3.8 

33 
34 

27 

46 

BellSouth 
Warner-Lambert 

87,868 
80.145 

-2.1 

34.7 

35 

36 

102 
34 

Applied  Materials 
Wart  Disney 

74.616 
72.706 

228.6 
-1.9 

37 
38 

16 

19 

Bank  of  America 
Procter  &  Gamble 

71,913 

70,555 

-42.3 
-41.2 

39 
40 

447 
71 

JOS  Uniphase 

AT&T  Liberty  Media 

68.041 
66.818 

500.0* 

103.5 

41 
42 

22 
462 

Eli  Lilly 
Veritas  Software 

66.789 
66,168 

-36.0 
500.0* 

43 
44 

44 

■ 

General  Motors 
United  Parcel  Service 

66,109 
64,697 

4.5 
NA 

45 
46 

45 
29 

GTE 

American  Home  Prod 

64,653 
64.633 

6.4 
-24.7 

47 
48 

33 

■ 

Chase  Manhattan 
BroadVision 

64,350 
64.052 

-13.4 
500.0- 

49 
50 

18 
60 

Berkshire  Hathaway 
Medtronic 

62,817 
61.341 

-48.5 
55.9 

■  Not  ranked  in  1998.  NA:  Not  available. 
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e  phone  company.  It  can  change  its  name.  Use  techno  lingo.  Bandage  this  or  overlay 


1  But  underneath  it  all,  it's  still  the  same  outdated  infrastructure.  Its  voice  network 


THE  INTERNET  SUPER  CARRIER 


www.psinet.com 


not  designed  to  handle  Internet  traffic.  PSINet  is  the  most  innovative  Internet 


1.800.805.9833 


rvice  provider  in  the  world.  Our  IP-  optimized,  fiber-optic  network  was  specifically 

nasdaq:  psix 

signed  for  superior  global  Internet  communication.  Take  a  good  look  at  the 


re  of  your  company's  current  Internet  service  provider,  then  give  PSINet  a  call. 


©  1999  PSINet  Inc.  The  PSINet  logo 
is  a  trademark  of  PSINet  Inc. 


FORBES  500s 


Market 

flank 

value 

% 

'99 

•98 

Company 

($mil)  Change 

51 

63 

Amger. 

60,965 

59.6 

52 

49 

American  Express 

56,617 

-0.5 

23G 

Hexfel  Common 

55,993 

500.0+ 

54 

ichering-Plough 

54.7S5 

-35.8 

55 

160 

Sprint  PCS 

54,365 

271.1 

56 

62 

Sprint  FON 

53,759 

40.4 

57 

168 

Corning 

52.819 

287.0 

58 

52 

Chevron 

52.438 

-5.2 

59 

43 

Wells  Fargo 

52.365 

-18.1 

60 

328 

Broadcom 

51,837 

500.0+ 

61 

36 

Fannie  Mae 

51,036 

-29.7 

62 

65 

MediaOnc  Group 

50,578 

36.1 

63 

■ 

Goldman  Sachs  Group 

50,386 

NA 

64 

38 

Ford  Motor 

49,539 

-29.4 

65 

100 

Enron 

49.131 

114.5 

66 

55 

Compaq  Computer 

48.386 

-5.2 

67 

41 

du  Pont  do  Nemours 

48.100 

-261 

68 

32 

Abbott  Laboratories 

47,883 

-36.6 

69 

■ 

Genentech 

47.879 

NA 

70 

50 

PepsiCo 

44,741 

-21.0 

71 

104 

Level  3  Commun 

44.495 

100.3 

72 

26 

Philip  Morris  Cos 

44,121 

-53.8 

73 

■ 

Juniper  Networks 

44.043 

NA 

7< 

94 

CBS 

43.852 

75.2 

75 

69 

Charles  Schwab 

43.006 

27.7 

70 

47 

McDonalds 

42.889 

-27.3 

77 

75 

Merrill  Lynch 

40.197 

28.0 

78 

■ 

Sycamore  Networks 

40,150 

NA 

79 

96 

Qwest  Communications  39,721 

64.4 

80 

64 

Gap 

39.229 

31 

81 

270 

CMGI 

39.181 

398.7 

82 

■ 

Internet  Capital  Group 

37.941 

NA 

83 

76 

Viacom 

37.725 

20.3 

84 

■ 

Honeywell 

36.079 

-03 

85 

■ 

Network  Appliance 

36.073 

500.0+ 

86 

124 

Computer  Associates 

36.041 

86.5 

87 

86 

US  West 

35.708 

29.0 

88 

■ 

PMC  Sierra 

33,784 

500.0+ 

89 

72 

Minn  Mining  *  Mfg 

32.485 

0.5 

91 

81 

i2  Technologies 

32.326 

500.0+ 

91 

■ 

EchoStar  Commun 

32.195 

500.0+ 

92 

40 

Gillette 

32.083 

-532 

93 

408 

Siebol  Systems 

31.695 

500.0+ 

94 

54 

First  Union 

31.212 

-392 

95 

437 

Analog  Devices 

30.463 

500.0+ 

96 

■ 

Ariba 

29.350 

NA 

97 

177 

Micron  Technology 

28,746 

130.4 

w 

Electronic  Data  Sys 

28.671 

22.6 

Comcast 

28.667 

189 

.00 

42 

Sank  One 

28.253 

-56.3 

1  ■"""•■ 

Rank 
99  '98 

Company 

Market 
value       % 
($mil)  Change 

101  70 

102  ■ 

Boeing 
Exodus  Commun 

28.125 
28,050 

-14.6 
500.0+ 

103  98 

104  77 

Automatic  Data 
Target 

27.810 
27,715 

18.6 
-10.1 

500.0+ 
NA 

105  ■ 

106  ■ 

lnfoSpace.com 
Akamai  Technologies 

27,595 
27,547 

107  107 

108  83 

Cox  Communications 
Pharmacia  t  Upjohn 

27,026 
26,936 

24.3 
-7.1 

109  343 

110  82 

Xilinx 
Texaco 

26,768 

26.516 

500.0+ 

-9.2 

111  470 

112  120 

LSI  Logic 
Atlantic  Richfield 

26,250 
26.248 

500.0+ 
33.4 

113  56 

114  87 

Freddie  Mac 
Kimberly-Clark 

26.197 
26,193 

-37.7 
-3.5 

115  66 

116  78 

Anheuser-Busch  Cos 
Monsanto 

26,002 
25,328 

-28.6 
-17.3 

117  ■ 

118  140 

Tibco  Software 
eBay 

25.043 
24.995 

NA 
45.7 

119  167 

120  ■ 

Alcoa 

VcriSign 

24,915 
24.830 

81.7 
500.0+ 

121  88 

122  79 

Colgate-Palmolive 
Walgreen 

24.748 
24,653 

-8.6 
-17.9 

123  ■ 

124  ■ 

MicroStrategy 
Ciena 

24,492 
24,090 

500.0+ 
500.0+ 

125  383 

126  226 

PE  Biosystems  Group 
3Com 

23,837 
23,601 

3978 
156.1 

127    80 
126    ■ 

Bank  of  New  York 
Fleet  Boston  Finl 

23.355 
23,191 

-21.4 
-43.6 

129  84 

130  112 

United  Technologies 
Amaion.com 

23,171 
23,082 

-19.3 
7.5 

131  134 

132  ■ 

Tellabs 

Foundry  Networks 

23,073 
22,974 

30.5 
NA 

133  ■ 

134  108 

Metromedia  Fiber  Net 
Dow  Chemical 

22,550 
21.882 

413.2 
1.1 

135  117 

136  186 

Guidant 
Solectron 

21.764 
21.484 

8.0 
80.5 

137  152 

138  145 

Williams  Cos 
Alltel 

21.454 

21.453 

40.4 
32.2 

139  ■ 

140  135 

BEA  Systems 

Clear  Channel  Commun 

21,223 
21.052 

500.0+ 
20.5 

141  402 

142  119 

Apple  Computer 
Marsh  &  McLennan 

20.329 
19.910 

349.0 
0.4 

143  201 

144  123 

Gateway 
Costco  Wholesale 

19.783 
18.713 

87.2 
1.3 

145  312 

146  ■ 

Maxim  Integrated  Prod 
E-Tek  Dynamics 

19,469 
19,356 

222.7 
500.0+ 

147  ■ 

148  488 

Commerce  One 
Citrix  Systems 

19.317 
19.266 

NA 
459.9 

.149  324 
ISO  118 

Altera 

Fox  Entertainment 

18.813 
18.554 

225.9 
-6.6 

Rank 
'99  '98 

Company 

Market 

value       % 
($mii)  Change 

151  487 

152  M 

Inktomi 
Conexant  Systems 

18,408 
18,366 

434.4 
500.0+ 

153  132 

154  ■ 

Gannett 
Brocade  Commun 

18,222 
18,061 

2.4 
NA 

155  468 

156  ■ 

Comverse  Technology 
TV  Guide 

17.968 
17,840 

387.1 
285.6 

157  90 

158  121 

Emerson  Electric 

17.728 
17.69C 

-32.3 
-10.0 

159    ■ 

169  150 

Vignette 
Halliburton 

17,666 
17,549 

500.0+ 
11.6 

161  131 

162  85 

First  Data 
Safeway 

17,487 
17,307 

-2.7 
-37.7 

163  113 

164  101 

JP  Morgan  &  Co 
Lowe's  Cos 

17,294 
17,206 

-19.5 
-29.2 

165  ■ 

166  106 

Firstar 
Duke  Energy 

17.134 
16,973 

-43.5 

-22.4 

167    ■ 
169  111 

Redback  Networks 
Eastman  Kodak 

16,863 
16,763 

NA 
-22.1 

169  381 
178    ■ 

KLA-Tencor 
McLeodUSA 

16,731 
16.691 

246.4 

500.0+ 

i 

171  ■ 

172  331 

VoiceStream  Wireless 
Lexmark  Intl  Group 

16.690 
16,576 

NA 
193.0 

173  473 

174  143 

Network  Solutions 
Illinois  Tool  Works 

16.578 
16,554 

352.5 

175  ■ 

176  109 

Nextlink  Commun 
Baxter  International 

16,411 
16,310 

452.3 

-24.6 

177  321 

178  68 

ADC  Telecom 
Xerox 

16,306 
16,130 

180.9 
-52.7 

179  285 

180  ■ 

Linear  Technology 
Applied  Micro  Circuits 

15,798 
15.766 

129.2 
500.0+ 

181  110 

182  ■ 

Household  Intl 
Avanex 

15,397 
15.335 

-28.8 
NA 

183  ■ 

184  422 

SDL 
Teradyne 

15,269 
15,254 

500.0+ 
257.2 

185  288 

186  174 

AES 

International  Paper 

15.896 
14,959 

122.9 
16.2 

187  310 

188  187 

NIL 

Omnicom  Group 

14,878 
14,854 

146.1 
26.5 

189  105 

190  159 

SunTrust  Banks 
Conoco 

14,608 
14.382 

-34.0 
-2.2 

191  122 

192  74 

Fifth  Third  Bancorp 
Allstate 

14.170 

14,117 

-27.5 

-55.2 

193  277 

194  ■ 

Seagate  Technology 
Priceline.com 

13.922 
13,837 

89.9 
NA 

195  ■ 

196  128 

Phone.com 
Mellon  Finl 

13.827 
13,799 

NA 
-25.9    ' 

197  483 
199  136 

Vitesse  Semiconductor 
Southern  Co 

13,784 
13.782 

296.5 
-21.3    ! 

199  91 

200  185 

US  Bancorp 
Kohl's 

13.560 
13,551 

-47.3 

13.5 
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WRITE  OUTSIDE  THE  MARGINS. 


Introducing  Morph,  the  new  pen  from  Cross."  It  actually  transforms 
itself  to  provide  unmatched  writing  comfort.  Just  twist  the  dial  at 
the    pen's    center    and    it    expands    or    contracts    for    the    feel    you    want. 

For  an  even   closer  look,    WWW.CTOSS.CO  IT1    lifetime  mechanical  guarantee    .i-r,.^!  «  i  t 
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Will  your  future  speak  of 
success?  It  will  if  it  includes 
Acxiom. 

Because  Acxiom  can  do 
what  no  one  else  can:  help 
create  the  sharpest,  most 
accurate  portrait  of  your 
customer  ever  assembled. 

Not  simply  by  supplying  data. 
But  by  providing  breakthrough 
technologies  and  services  that 
give  you  the  knowledge  to 
deepen  your  customer 
relationships.  Both  globally. 
And  locally. 

Knowledge  that  creates 
opportunities. 

Opportunities  that  drive  success. 

And  success  that  will  make  your 
future  very  bright,  indeed. 


ACXIOM 


Creating  future  without  fear. 


■ORB! 


Rankings 


Here's  the  list  of  all  895  companies  that  made  the  top  500  in  either  sales,  assets,  profits  or  market  value. 
Our  super  rank  is  an  aggregate  score  based  on  where  a  company  falls  on  each  of  the  500s  lists.  We  also 
show  enterprise  values.  Think  of  that  as  the  minimum  amount  a  company  would  fetch  if  acquired. 


999  RANK 

Sales 

Profits 



Assets 

Market 
value 

Enterprise 
value 

Operating 

Income 

Market 

Super 

Sales  Profits 

Assets 

value 

rank 

Company 

($•«) 

($iwl) 

($■'0 

($■«) 

($■<!) 

($■«) 

130 

41 

207 

68 

67 

Abbott  Laboratories 

13,178 

2.445.8 

14,471 

47,883 

52,940 

3.977.4 

■ 

■ 

■ 

3SS 

668 

Abgenix 

12 

-20.5 

149 

7.067 

7.021 

-12.4 

378 

■ 

■ 

■ 

703 

Adams  Resources  &  Energy 

3,995 

6.4 

293 

50 

282 

16.3 

■ 

449 

■ 

491 

798 

Adaptec 

782 

180.7 

1.329 

4.606 

4,885 

294.8 

■ 

■ 

■ 

177 

479 

ADC  Telecommunications 

2,067 

153.6 

1,815 

16,306 

16,360 

445.3 

■ 

■ 

473 

402 

696 

Adelphia  Communications 

175 

-165.5 

4,941 

6,170 

10,006 

-26.6 

■ 

373 

■ 

260 

432 

Adobe  Systems 

1.015 

237.8 

804 

9,949 

9.741 

337.2 

■ 

358 

■ 

395 

560 

Advanced  Fibre  Communications 

292 

250.3 

897 

6,305 

6,528 

37.7 

489 

■ 

■ 

338 

632 

Advanced  Micro  Devices 

2.858 

-88.9 

4.378 

7.610 

9,412 

228.0 

,  442       364 

Enter prito  valut 
■  Not  on  500  li 

142 

185 

222 

ACS 

3.253 

245.0 

21.435 

15.096 

31.868 

1,203.0 

K, 

i  non,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
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1999 RAHK 

Sales 

Profits 

Assets 

Market 
value 

Enterprise 
value 

Operating 
income 

Market 

Super 

Sales  Profits 

Assets 

value 

rank 

Company 

($mil) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

■ 

■ 

■ 

250 

559 

Aether  Systems 

6 

-30.7 

103 

10,567 

10,490 

39.6 

47 

145 

28 

323 

87 

Aetna 

26,453 

716.9 

112,839 

7,912 

23.063 

2,113.8 

ft 

B 

■ 

369 

687 

Affymetrix 

97 

-23.1 

320 

6.677 

6,641 

-20.7 

196 

180 

81 

274 

129 

Aflac 

8,640 

571.4 

37,041 

9.334 

18.775 

796.2 

315 

257 

317 

424 

282 

Air  Products  &  Chemicals 

5,010 

374.7 

8,515 

5,718 

10.719 

1,241.4 

459 

■ 

■ 

■ 

829 

Airborne  Freight 

3.140 

91.2 

1,643 

892 

1.567 

369  4 

354 

■ 

453 

■ 

607 

AK  Steel  Holding 

4.285 

78.8 

5,202 

1,049 

3,329 

571.6 

■ 

■ 

■ 

106 

406 

Akamai  Technologies 

4 

-57.6 

301 

27,547 

27,297 

-52.5 

22 

235 

190 

257 

123 

Albertson's 

37.478 

4274 

15,701 

10,169 

19.037 

2,585.1 

103 

101 

178 

119 

79 

Alcoa 

16.323 

1,054.0 

17.066 

24,915 

32,212 

2,821.0 

498 

315 

375 

■ 

485 

Allegheny  Energy 

2.808 

285.4 

6.852 

2,650 

7,259 

932.4 

■ 

■ 

■ 

247 

550 

Allegiance  Telecom 

99 

-214.7 

1,034 

10,604 

10.658 

-130.9 

■ 

440 

■ 

399 

651 

Allergan 

1,452 

188.2 

1,339 

6,183 

6.638 

328.8 

■ 

429 

414 

■ 

654 

Alliant  Energy1 

2,198 

196.6 

6,076 

2,236 

5,415 

699.5 

430 

■ 

201 

■ 

428 

Allied  Waste  Industries 

3,341 

-221.3 

14,995 

1,109 

14,193 

1.057.2 

457 

311 

95 

■ 

293 

Allmerica  Financial 

3,145 

295.8 

30,770 

1,965 

4,564 

466.1 

45 

35 

30 

192 

47 

Allstate 

26.959 

2.720.0 

98.119 

14,117 

15,947 

4,107.0 

267 

136 

262 

138 

147 

Alltel 

6,302 

783.6 

10.774 

21.453 

27,439 

2,477.8 

■ 

■ 

■ 

494 

887 

Alteon  WebSystems 

44 

-22.7 

120 

4,545 

4,475 

-14.4 

■ 

390 

■ 

149 

361 

Altera 

837 

224.0 

1.440 

18.813 

18,289 

329.0 

■ 

■ 

■ 

130 

428 

Amazon.com 

1.640 

-720.0 

2.472 

23.082 

24,581 

-522.2 

■ 

298 

252 

■ 

366 

Ambac  Financial  Group 

553 

307.9 

11.345 

2.903 

3,151 

466.2 

241 

232 

343 

451 

262 

Amerada  Hess 

7,039 

437.6 

7.728 

5.191 

9.458 

1.320.6 

413 

251 

299 

■ 

321 

Ameren 

3,524 

385.1 

9.178 

3,859 

9,105 

1,187.8 

285 

103 

271 

19 

116 

America  Online 

5.718 

1.026.0 

10.301 

134,624 

135,314 

1.221.0 

480 

■ 

■ 

■ 

867 

American  Axle  A  Manufacturing 

2.953 

115.6 

1.677 

620 

1,701 

331.6 

246 

200 

141 

460 

196 

American  Electric  Power 

6.916 

520.0 

21.488 

5.056 

17,841 

1.885.0 

62 

40 

23 

52 

29 

American  Express 

22.405 

2.475.0 

148.517 

56.617 

95,636 

3,823.0 

432 

■ 

188 

■ 

417 

American  Financial  Group 

3,334 

147.0 

16.048 

1.187 

4.818 

405.2 

154 

92 

27 

229 

80 

American  General 

10.679 

1.131.0 

115,447 

11.827 

34.908 

2.855.4 

123 

■ 

127 

46 

146 

American  Home  Products 

13.550 

-1.227.1 

23.743 

64,633 

71.921 

3.741.7 

16 

17 

13 

22 

8 

American  International  Group 

40.656 

5.055.4 

259.786 

128.578 

229,601 

11.710.1 

■ 

329 

302 

■ 

428 

American  National  Insurance 

1.890 

266.6 

9.091 

1.417 

NA 

388.3 

■ 

413 

■ 

385 

598 

American  Power  Conversion 

1.337 

206.2 

1.107 

6.428 

6,177 

303.3        1 

234 

■ 

482 

■ 

517 

American  Standard  Cos 

7.190 

138.0 

4.815 

2.524 

6,766 

827.0 

■ 

■ 

■ 

296 

597 

American  Tower 

258 

-49.4 

3.019 

8.539 

9,335 

93.1 

■ 

■ 

427 

■ 

778 

American  Water  Works 

1.261 

138.9 

5.778 

1.896 

4,738 

605.2 

159 

■ 

■ 

■ 

457 

AmeriSource  Health 

10.226 

74.6 

2.345 

668 

2,758 

198.8 

■ 

■ 

266 

■ 

572 

AmerUs  Life  Holdings 

734 

66.7 

10,722 

526 

3.528 

165.5 

393 

■ 

■ 

■ 

724 

Ames  Department  Stores 

3.837 

18.2 

1,975 

513 

1.747 

51.7 

■ 

■ 

227 

225 

314 

AMFM' 

1.978 

-158.5 

12.866 

11.979 

19.962 

871.6 

431 

99 

■ 

51 

205 

Amgen 

3.340 

1.096.4 

4,078 

60.965 

61.889 

1.637.7 

■ 

■ 

■ 

372 

691 

Amkor  Technology 

1.910 

76.7 

1,755 

6,631 

7,397 

356.4 

95 

154 

124 

302 

115 

AMR 

17.730 

656.0 

24.364 

8.422 

19,935 

2,248.0 

398 

271 

66 

449 

236 

Amsouth  Bancorp 

3.780 

340.5 

43.407 

5.210 

7.162 

NA 

■ 

336 

■ 

95 

310 

Analog  Devices 

1.640 

259.9 

2.489 

30.463 

30.187 

470.3 

143 

76 

231 

115 

89 

Anheuser-Busch  Cos 

11.704 

1.402.2 

12,840 

26.002 

33.700 

3,079.3 

239 

266 

145 

431 

204 

Aon 

7.070 

352.0 

21.132 

5.530 

16.590 

1.095.0 

■ 

421 

475 

487 

708 

Apache 

1.298 

200.9 

4.927 

4.631 

7.021 

867.1 

251 

1C0 

348 

141 

170 

Apple  Computer 

6.767 

632.0 

7,586 

20.329 

19.991 

539.0 
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>OVEBID  LIVE  WEBCAST  BUSINESS  AUCTIONS. 


ltroducing  live  business -to -business  Webcast  auctions, 
om  Dovebid.  Now,  for  the  first  time,  you  can  participate 
)  or  just  observe  hundreds  of  our  on-site  auctions  without 
aving  to  be  on-site.  DoveBid's  unique  live  broadcasting 
Hows  you  to  hear  the  auction  in  real-time  with  real 
udio  and  even  closely  examine  and  bid  on  assets  without  ever 
stting  up  out  of  your  chair.  Whether  that  chair  happens  to 
e  around  the  block  from  the  auction,  or  around  the  world. 

www.dovebid.com 


Check  website  for  upcoming  Webcast  auctions, 
featuring  these  and  other  leading  companies : 

•  Teledyne 

•  NEC  Packard  Bell 

•  Raytheon 

•  Northrup  Grumman 

•  Fisher  Scientific 

•  Kobe 


•eBid.  DoveBid.com  and  the  DoveBid  logo  are  trademarks  of  DoveBid,  Inc.  California  Bond  Number  57BSBAI7624 


DOVEBID 

Business  Auctions  Worldwide 
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283 

106 

385 

35 

145 

Applied  Materials 

5,784 

1,022.2 

7,058 

74,616 

73,818 

1,663.9 
55.4 

■ 

ifi 

■ 

180 

480 

Applied  Micro  Circuits 

144 

31.4 

192 

15,766 

15,682 

i2C 

203 

418 

235 

Archer  Daoiels  Midland 

13,212 

192.3 

14,911 

5,844 

13,445 

1,116.2 

■ 

■ 

96 

395 

Ariba 

62 

-37.3 

191 

29,350 

29,317 

-20.8 

421 

■ 

■ 

766 

Armstrong  World  Industries 

3,444 

14.3 

4,165 

661 

2,897 

614.2 

;  175 

■ 

■ 

478 

Arrow  Electronics 

9,313 

124.2 

4,483 

3,199 

6,023 

441.9 

■ 

■ 

391 

721 

Art  Technology  Group 

32 

-5.1 

171 

6,340 

6,232 

-5.9  J 

465 

■ 

■ 

842 

Arvin  Industries 

3.101 

91.6 

2,000 

488 

1,732 

290.1 

240 

■ 

369 

■ 

407 

Ashland 

7,052 

134.1 

6,950 

2.255 

6,210 

437.2 

■ 

■ 

■ 

450 

828 

Aspect  Development 

95 

7.8 

129 

5,124 

5,085 

7.6 

■ 

482 

233 

■ 

514 

Associated  Banc  Corp 

980 

164.9 

12,520 

1,431 

1,193 

272.3 

140 

69 

40 

233 

78 

Associates  First  Capital 

12,131 

1.490.4 

82,957 

11.741 

76,961 

5,288.9 

■ 

376 

136 

■ 

346 

Astoria  Financial 

1,582 

235.7 

22,697 

1,151 

11,622 

957.8 

■ 

■ 

301 

239 

362 

At  Home 

337 

-1.457.6 

9,104 

10,861 

11,764 

-687.7 

8 

15 

26 

10 

6 

AT&T 

62,391 

5.450.0 

130,973 

173,209 

254,899 

19,804.0 

■ 

■ 

56 

40 

212 

AT&T  Liberty  Media  Group 

1.210 

42.0 

50,853 

66,818 

81,630 

-657.0 

137 

73 

115 

112 

65 

Atlantic  Richfield 

12,501 

1,422.0 

26,272 

26.248 

38,805 

3,989.0 

■ 

■ 

■ 

223 

528 

Atmel 

1,330 

82.4 

2,015 

12.035 

12,836 

343.9 

395 

423 

■ 

■ 

619 

Auteliv 

3.812 

199.9 

3.647 

2,573 

4.038 

622.0 

282 

137 

412 

103 

172 

Automatic  Data  Processing 

5,828 

763.1 

6.133 

27.810 

27,833 

1.452.1 

73 

317 

289 

■ 

233 

AutoNation 

20.112 

262.9 

9.505 

2.971 

5.671 

553.2 

352 

353 

■ 

■ 

499 

AutoZone 

4,294 

252.5 

3,367 

3,014 

5.081 

592.2 

■ 

■ 

■ 

182 

481 

Avanex 

11 

-26.4 

28 

15,335 

15,329 

-25.4 

400 

403 

■ 

409 

506 

Avery  Dennison 

3.768 

215.4 

2,593 

5,983 

7,444 

589.2 

433 

■ 

257 

■ 

467 

Avis  Rent  A  Car 

3.333 

83  5 

11.066 

478 

10,204 

658.5 

213 

■ 

■ 

■ 

512 

Avista 

7.905 

26.0 

3.713 

1,507 

4,150 

150.8 

242 

472 

■ 

■ 

512 

Avnet 

6.999 

169.5 

4.392 

2.784 

5,373 

250.1 

301 

302 

■ 

390 

336 

Avon  Products 

5.289 

302.6 

2,527 

6.360 

8.143 

1,196.2 

■ 

■ 

■ 

392 

723 

AVX 

1.450 

936 

1,230 

6,329 

6,392 

225.8 

125 

94 

17 

227 

71 

AXA  Financial1 

13.371 

1.126.1 

207.554 

11,870 

69,103 

2.075.9 

340 

■ 

366 

281 

334 

Baker  Hughes 

4.547 

33.3 

7,040 

8.991 

12,715 

992.4 

410 

■ 

■ 

■ 

749 

Ball 

3.584 

104.2 

2,732 

848 

2,631 

441.7 

■ 

■ 

335 

■ 

643 

Banco  Santander  Puerto  Rico 

605 

80.5 

8,038 

552 

2.487 

175.3 

■ 

■ 

429 

■ 

782 

BancorpSouth 

494 

69.0 

5,777 

923 

705 

129.5 

■ 

467 

102 

■ 

445 

BancWest 

1.333 

172.4 

16,681 

1,885 

1,087 

429.1 

11 

5 

2 

37 

4 

Bank  of  America 

51.632 

7.882.0 

632,574 

71,913 

119,220 

18.256.0 

244 

50 

43 

127 

75 

Bank  of  New  York 

6.966 

1,739.0 

74,621 

23.355 

6,836 

3,309.0 

48 

20 

11 

100 

31 

Bank  One 

25,986 

3,479.0 

269,425 

28.253 

23.761 

7.970.0 

■ 

■ 

174 

■ 

476 

Bank  United 

1.1B5 

114.1 

17,352 

843 

7,507 

336.9 

■ 

■ 

498 

■ 

892 

Banknorth  Group 

375 

54.5 

4.589 

438 

-239 

109.4 

415 

■ 

■ 

■ 

756 

Barnes  &  Noble 

3.486 

1290 

2,414 

1,151 

2.606 

344.4 

■ 

225 

■ 

■ 

531 

Bausch  &  Lomb 

1,756 

444.8 

3.274 

3,002 

3,989 

423.9 

231 

130 

278 

176 

150 

Baxter  International 

7.286 

824.0 

9.902 

16,310 

21,394 

1.660.0 

■ 

■ 

394 

■ 

726 

Bay  View  Capital 

513 

29.0 

6.499 

250 

1,985 

122.8 

383 

170 

64 

342 

179 

BB&T 

3.964 

6128 

43,481 

7,478 

8,498 

1.466.1 

■ 

■ 

■ 

139 

437 

BEA  Systems 

464 

-19.6 

1,259 

21,223 

21,234 

44.0 

200 
414 

124 

21 

364 

124 

Bear  Stearns  Cos 

8.585 

876.0 

177,393 

6.889 

67,149 

2,314.5 

324 

■ 

319 

369 

Becten  Dickinson 

3,509 

274.9 

4.492 

8,050 

10,314 

800.2 

29 

49 

32 

18 

Bell  Atlantic 

33,174 

4.208.0 

62,614 

88.996 

123.738 

14,716.0 

3C 

65 

33 

30 

BellSouth 

25.224 

3,448.0 

43,453 

87.860 

111,807 

11,428.0 
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WE'RE  THE 


FIRST  CHOICE  IN 


GROUP  DISABILITY 


INSURANCE. 


Results  will  do  that. 

Managing  employee  disability  presents  a  unique  challenge  in  today's  environment.  Disabilities  occur  more  frequently  than  one  may 
expect.  CNA  Group  Benefits  has  the  expertise  and  financial  strength  to  protect  your  people  with  short  and  long  term  disability  insurance 
for  groups  of  10  or  more  employees.  For  more  information,  see  your  professional  insurance  advisor  or  visit  us  at  www.cna.com/group 


OVA 


For  AH  the  Commitments  You  Make* 


CNA  is  a  registered  service  mark  and  trade  name  of  CNA  Financial  Corporation  ©2000  CNA  Financial  Corporation  Chicago,  IL 
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■ 

455 

■ 

■ 

822 

AHBelo 

1,434 

178.3 

3,976 

1,536 

4,022 

433.5 

SO 

U 

432 

■ 

351 

Bergen  Brunswig 

18,118 

57.3 

5.698 

630 

4,643 

300.3 

■ 

a 

486 

■ 

877 

WR  Berkley 

1.674 

-34.0 

4,785 

384 

1,700 

6.7 

56 

64 

25 

49 

34 

Berkshire  Hathaway 

24,028 

1.557.0 

131,416 

62,817 

73,178 

3,272.0 

144 

313 

■ 

209 

231 

Best  Buy 

11,635 

292.1 

3,772 

12,750 

14,776 

546.8 

198 

144 

406 

245 

188 

Bestfoods 

8,637 

717.0 

6,232 

10,677 

14.936 

1.590.0 

386 

■ 

440 

■ 

631 

Bethlehem  Steel 

3,915 

-183.2 

5,536 

860 

3,099 

78.9 

201 

■ 

■ 

■ 

496 

Bindley  Western  Industries 

8,510 

38.3 

1,705 

533 

1,693 

100.2 

■ 

393 

■ 

211 

402 

Biogen 

794 

220.5 

1.274 

12.620 

12,206 

345.4 

■ 

■ 

■ 

461 

835 

BJ  Services 

1,192 

-2.2 

1,785 

5,053 

5,648 

148.5 

359 

■ 

■ 

■ 

676 

BJ's  Wholesale  Club 

4.206 

111.1 

1,073 

2,174 

2,571 

224.0 

342 

305 

■ 

■ 

441 

Black  &  Decker 

4,521 

300.3 

4,013 

2,785 

5,301 

696.3 

■ 

410 

420 

■ 

633 

H&R  Block 

2,041 

208.5 

5.921 

4.224 

8,831 

695.4 

■ 

363 

■ 

210 

374 

BMC  Software 

1,629 

246.3 

2,859 

12,682 

13,452 

595.9 

10 

44 

84 

101 

38 

Boeing 

57,993 

2.309.0 

36.147 

28,125 

44.479 

4.724.0 

245 

424 

462 

■ 

426 

Boise  Cascade 

6,953 

199.8 

5,138 

1,613 

4,922 

703.5 

■ 

■ 

321 

■ 

624 

BOK  Financial 

684 

89.2 

8.374 

809 

265 

180.5 

473 

■ 

■ 

■ 

855 

Borders  Group 

2.999 

90.3 

1,911 

1,105 

2,105 

198.1 

491 

259 

■ 

285 

357 

Boston  Scientific 

2.842 

371.0 

3.572 

8.864 

10.074 

807.6 

■ 

■ 

500 

■ 

893 

Bowater 

2.135 

78.7 

4,580 

2.340 

4,823 

415.0 

71 

20 

176 

27 

45 

Bristol-Myers  Squibb 

20,222 

4,167.0 

17,114 

103,745 

108,112 

6.445.0 

■ 

■ 

■ 

60 

370 

Broadcom 

518 

83.3 

585 

51.837 

51.664 

158.3 

■ 

■ 

■ 

48 

365 

BroadVision 

116 

18.8 

406 

64,052 

63.812 

19.2 

■ 

■ 

390 

327 

521 

Broadwing1 

1,131 

38.4 

6,538 

7.823 

10,722 

335.7 

■ 

■ 

■ 

154 

452 

Brocade  Communications  Systems 

103 

11.6 

135 

18.061 

18,007 

16.0 

■ 

301 

■ 

■ 

602 

Brooke  Group 

443 

302.7 

509 

239 

712 

87.7 

■ 

405 

■ 

■ 

739 

Brown-Forman 

1.868 

214.3 

1.748 

2.925 

3,374 

400.4 

355 

■ 

■ 

■ 

668 

Brunswick 

4,284 

37.9 

3,355 

1.429 

3,171 

543.9 

■ 

■ 

466 

■ 

845 

Budget  Group 

2,349 

-64.5 

5,083 

193 

4,408 

780.8 

182 

90 

128 

283 

118 

Burlington  Northern  Santa  Fe 

9,100 

1.137.0 

23.700 

8,902 

22.707 

3.133.0 

■ 

■ 

360 

367 

532 

Burlington  Resources 

2.065 

1.0 

7.191 

6.780 

10.213 

904.0 

■ 

■ 

■ 

289 

590 

Cabletron  Systems 

1,423 

20.3 

1,522 

8.737 

8.739 

129.1 

384 

■ 

364 

254 

342 

Cablevision  Systems 

3.943 

-800.6 

7,083 

10.398 

20.597 

728.6 

■ 

■ 

■ 

439 

798 

Cadence  Design  Systems 

1.093 

-14.1 

1.460 

5.388 

5,793 

202.3 

■ 

■ 

■ 

358 

673 

Calpine 

848 

96.2 

3.992 

7,017 

9.573 

313.7 

260 

139 

439 

218 

199 

Campbell  Soup 

6.472 

757.0 

5.564 

12.226 

16,879 

1,618.1 

382 

261 

221 

351 

246 

Capital  One  Financial 

3.966 

363.1 

13,336 

7.269 

16.923 

1,052.3 

■ 

■ 

362 

■ 

680 

Capitol  Federal  Financial 

433 

47.6 

7,130 

819 

2.853 

110.2 

61 

195 

272 

232 

138 

Cardinal  Health 

23.296 

526.9 

10,280 

11.762 

17.890 

1.379.5 

438 

■ 

■ 

■ 

796 

Caremark  Rx* 

3.308 

-143.4 

771 

787 

2,573 

201.5 

427 

252 

291 

■ 

327 

Carolina  Power  &  Light 

3.358 

382.3 

9.494 

4.416 

10.098 

1.428.7 

77 

115 

111 

213 

83 

Caterpillar 

19.702 

946.0 

26.635 

12.535 

30.623 

2,999.0 

229 

135 

149 

74 

100 

CBS 

7.373 

785.0 

20.723 

43.852 

50,264 

1,800.0 

■ 

■ 

330 

■ 

635 

CCB  Financial 

715 

150.8 

8.186 

1.339 

145 

229.3 

297 

■ 

197 

206 

243 

Cendant 

5.402 

-39.0 

15.127 

13.153 

21,798 

1.918.4 

284 

347 

■ 

■ 

428 

Centex 

5,776 

255.3 

4.401 

1,076 

3,899 

578.8 

292 

217 

212 

■ 

247 

Central  &  South  West 

5.537 

463.0 

14.125 

3.363 

13.626 

1.600.0 

■ 

■ 

300 

■ 

600 

Centura  Banks 

799 

104.0 

9.123 

970 

612 

258.6 

■ 

368 

489 

481 

646 



CenturyTel 

1,677 

239.8 

4.705 

4.671 

7,325 

856.9 

302 

374 

323 

485 

330 

Champion  International 

5.268 

237.0 

8.318 

4.648 

8,640 

895.0 

Enlcrp 
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Sometimes  it's  difficult  to  remember 
what  they  hired  you  for.  Register.com's 
Corporate  Services  Division  was  created  to  help 
webmasters  easily  handle  the  sometimes 
overwhelming  task  of  registering  and  managing 
their  company's  domain  names.  Once  you  set  up 
an  account,  you'll  have  a  dedicated  Account 
Manager,  reachable  by  phone,  to  assist  you  with 
high  volume  registrations  and  many  other 
specialized  services.  And  only  one  consolidated 
bill  when  you're  finished.  To  get  your  account 
set  up,  call  us  at  1-800-699-9638. 


register 

•  com 

Corporate  Services  Division 


It's  this  simple  -  Internet  customers  need  to  have  their  questions  answered  -  and  fast  That's  why  at  Brigade 
we  offer  a  full  array  of  time  sensitive,  online  customer  services  that  include  everything  from  self-help  and  hv€ 


il  response  to  collaborative  chat  and  Internet  voice  support.  Our  outsource  solution  brings  you  tht 


ive  e-man  response 


ollaborative  chat 


net  voice  support 


Professional  services1 


* 


3ple.    the    process,    the    proven    experience,    and    the    leading    edge         D  r»  I  •"""    A  i\p 
hnologies  necessary  to  succeed  on  the  Internet.  Today  s  companies  have  a         ±x±±l±Az 
)ice  -  they  can  let  their  customers  drift  away.  .  or  they  can  choose  Brigade.  ™  "'   "   ''  ™   "  ' 

Internet  Customer  Support 

450   Mission   Street,    Suite    500    •    San   Francisco,    CA   94105    •    415.284.7030    •    www.brigadesolutions.com 
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Super 
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Profits 
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($mil) 
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■ 

m 

276 

156 
93 

■ 
■ 

455 
296 

Charter  Communications 
Charter  One  Financial 

1.428 
2,359 

-66.2 

335.5 

18,967 
31,819 

3,727 
3,348 

14,442 
8,157 

NA 
540.4 

30 

■ 

16 

■ 

4 

■ 

47 
483 

13 
872 

Chase  Manhattan 
CheckFree  Holdings 

33,710 
276 

5,446.0 
-7.4 

406,105 
458 

64.350 
4.652 

11,494 
4,732 

11,074.0 
15.2 

35 

■ 

48 
491 

71 

■ 

58 
240 

36 
537 

Chevron 
Chiron 

31,538 
683 

2.070.0 
160.6 

41,015 
2.459 

52.438 
10,824 

70.137 
10,527 

5,974.0 
72.1 

168 
252 

■ 
165 

■ 
129 

■ 
322 

469 
164 

CHS  Electronics 
Chubb 

9,737 
6.730 

-301.2 
621.1 

2,621 
23.537 

52 
7,934 

1,974 
10.927 

25.9 
788.4 

■ 
84 

■ 
55 

■ 
32 

124 
243 

424 
61 

Ciena 
Cigna 

534 
18,781 

7.0 
1,865.0 

707 
95.333 

24,090 
10,747 

23.976 
20,221 

64.3 
1,444.0 

■ 
277 

349 
245 

250 
287 

■ 
■ 

397 
280 

Cincinnati  Financial 
Cinergy 

2,128 
5,938 

254.7 
403.6 

11,380 
9,647 

4.354 
3.208 

-155 
9,349 

370.6 
1,047.0 

■ 
162 

■ 
■ 

■ 
■ 

486 
290 

877 
314 

Cintas 

Circuit  City  Stores-Group 

1.812 
10,153 

149.8 
124.2 

1,487 
3,826 

4,634 
8.702 

5.124 
10.447 

395.6 
565.9 

110 
483 

39 
250 

144 
61 

2 

■ 

46 

271 

Cisco  Systems 
CIT  Group 

14,977 
2.917 

2,530.0 
389.4 

21,391 
45.081 

473,060 
3.631 

473,960 
38.961 

4.565.0 
1,019.0 

7 

2 

■ 

1 
339 

11 

■ 

2 
652 

Citigroup 
Citizens  Banking 

82.005 
624 

9,994.0 
62.0 

716,937 
7,899 

165  009 
772 

471,662 
197 

20.610.0 
152.7 

■ 
■ 

437 

■ 

■ 
148 

793 
445 

Citizens  Utilities 
Citrix  Systems 

1.204 
403 

75.6 
116.9 

5.600 
1,038 

4,229 
19.266 

7,422 
19.279 

378.3 
201.4 

■ 
■ 

358 

■ 

■ 
447 

673 
808 

City  National 
Clarent 

558 
48 

108.1 
-30.8 

7.214 
335 

1.191 
5.244 

743 
4.990 

188.0 
-11.7 

497 

■ 

■ 
181 

■ 
140 

891 
284 

Clayton  Homes 

Clear  Channel  Communications 

1,357 
2,678 

157.5 
85.7 

1.374 
16,822 

1.178 
21,052 

1.537 
27,564 

275.1 
999.6 

380 

■ 

377 

■ 

■ 
326 

356 
81 

408 
306 

Clorox 
CMGI 

3,987 
376 

235.2 
122.0 

4.152 
8.267 

7,066 
38,181 

9,128 
37,327 

925.4 
-293.0 

275 
288 

321 
437 

206 

■ 

■ 
■ 

276 
529 

CMS  Energy 

CNF  Transportation 

6.103 
5.593 

277.0 
190.5 

14.594 
3,049 

1,990 
1.490 

12,691 
2,987 

2,017.0 
549.6 

209 
76 

204 
42 

198 
140 

262 
25 

165 
44 

Coastal 
Coca-Cola 

8.197 
19.805 

498.9 
2.431.0 

15,123 
21,623 

9.895 
112.497 

20.252 
122.094 

1.365.0 
4,774.0 

113 
161 

■ 
116 

135 
353 

287 
121 

195 
141 

Coca-Cola  Enterprises 
Colgate-Palmolive 

14.406 
9,118 

59.0 
937.3 

22,730 
7,423 

8.803 
24.748 

27.427 
30,227 

2.187.0 
1.906.4 

■ 
450 

■ 
360 

261 
363 

■ 
490 

566 
463 

Colonial  BancGroup 
Columbia  Energy  Group 

918 
3.189 

119.6 
249.2 

10.851 

7.096 

1.009 
4.614 

1,338 
8.914 

276.3 

845.7 

101 
271 

153 
96 

180 
107 

230 
99 

112 
92 

Columbia/HCA  Healthcare 
Comcast 

16.657 
6.209 

657.0 
1.116.7 

16.885 
28.686 

11,821 
28.667 

21.237 
45,700 

2,798.0 
1,880.0 

366 
425 

■ 
151 

319 
76 

316 
441 

341 

210 

Comdisco 
Comerica 

4.115 
3.390 

520 
672.6 

8,433 
38,653 

8.086 
5,331 

13.796 

12.914 

2,275.0 
1,480.0 

■ 
478 

384 
249 

711 
532 

Commerce  Bancorp 
Commerce  Bancshares 

501 
987 

66.0 
166.2 

6,636 
11,401 

904 
1,683 

-525 
-559 

126.6 
322.5 

■ 
■ 

■ 
220 

147 

444 
525 

Commerce  One 
Commercial  Federal 

34 
993 

-63.3 
101.0 

385 
13.349 

19.317 
720 

19.261 
4.889 

-30.2 
238.6 

19 

■ 
185 

402 
110 

66 

736 
57 

Community  First  Bankshares 
Compaq  Computer 

538 
38.525 

74.9 
569.0 

6.302 
27.277 

700 
48.386 

-680 
56,922 

135.2 
2,128.0 

■ 
278 

398 

■ 

165 

■ 

372 
583 

Compass  Bancshares 
CompUSA 

1.489 
5.884 

2170 
-84.4 

18.151 
1.558 

1.812 
933 

-768 
1.923 

426.2 
-174 

263 

187 

138 

256 

237 
438 

86 
201 

128 
205 

Computer  Associates  International 
Computer  Sciences 

6.269 
8.926 

762.0 
376.8 

12,232 
5.580 

36.041 
13.502 

44.464 
15.837 

3,043.0 
1.165.5 

233 
46? 

■ 
■ 

294 
155 

354 
422 

Compuware 
Comverse  Technology 

2.149 
872 

429.4 
170.3 

2,331 
1.352 

8.606 
17,968 

9.469 
17.817 

728.8 
204.8 

Emm  p 
■  Not 
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Microsoft 


Where  do  you  want  to  go  today? 


Rory  Brown,  CEO,  VirtualBank 


"You're  going  to  see  a  whole  new  class 

Of  banks  develop  thatarejust  based  on  technology  that  was  built  for 
the  Internet.  And  that's  what  Windows  2000  was  built  for." 


To  see  why  Rory  picked  Windows®  2000 
to  launch  a  new  bank  with  millions  of  virtual  branches,  go  to: 

www.SeeMyStory.com/Rory 


■ 


' 


Microsoft 

Windows 
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jQQs 


199&BAM 

Sales 

Profits 

Assets 

Market 
value 

Enterprise 
value 

Operating 
income 

Market 

Super 

Sales  Profits 

Assets   value 

rank 

Company 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

(Smil) 

54       287 

218       334 

169 

ConAgra 

24.903 

319.2 

13.578 

7.694 

17,415 

1,993.4 

402      m 

411         ■ 

613 

Conectiv 

3,745 

113.6 

6,138 

1,285 

5,845 

746.1 

■?a       m 

■       152 

450 

Conexant  Systems 

1,659 

121.9 

1,988 

18.366 

18.793 

395.4 

68       140 

186       190 

98 

Conoco 

20,547 

744.0 

16,375 

14.382 

23,927 

2.582.0 

205       113 

54          ■ 

165 

Conseco 

8,339 

962.6 

52,054 

4,076 

25,256 

3,133.8 

237       148 

192       416 

188 

Consolidated  Edison 

7,133 

700.6 

15,531 

5,867 

14,511 

1,587.2 

329         ■ 

■          ■ 

633 

Consolidated  Stores 

4.700 

96.1 

2,187 

1,264 

2,053 

270.9 

397       282 

286       499 

321 

Constellation  Energy  Group 

3,786 

326.4 

9.684 

4,459 

10,533 

1,265.8 

197      208 

328          ■ 

250 

Continental  Airlines 

8,639 

488.0 

8.223 

2,249 

7,079 

1,041.0 

■         ■ 

■       423 

770 

Convergys 

1.763 

137.0 

1,580 

5,765 

6,372 

374.4 

389       278 

■          ■ 

465 

Cooper  Industries 

3,869 

331.9 

4,143 

2,919 

4,873 

725.1 

■         ■ 

■       448 

809 

Copper  Mountain  Networks 

113 

12.2 

166 

5.218 

5,123 

19.7 

■      484 

■          ■ 

873 

Cordant  Technologies 

2,513 

164.4 

2,482 

1,062 

2,305 

438,2 

323       201 

391         57 

183 

Corning 

4,741 

515.8 

6,526 

52,819 

55,881 

1.106.4 

37       182 

332       144 

122 

Costco  Wholesale 

29,546 

570.0 

8,108 

19,713 

23,212 

1.236.6 

411       242 

191          ■ 

288 

Countrywide  Credit  Industries 

3.560 

412.0 

15,570 

2,754 

15,370 

1,141.7 

■         ■ 

■        273 

575 

Covad  Communications  Group 

66 

-195.4 

1,148 

9,380 

9,198 

-129.5 

■       122 

112       107 

157 

Cox  Communications 

2.318 

881.9 

26.614 

27,026 

41,969 

901.2 

■         ■ 

■       388 

718 

Cree 

78 

17.9 

161 

6,400 

6,380 

31.7 

345          ■ 

■          ■ 

659 

Crestline  Capital 

4,447 

39.9 

965 

280 

723 

140.6 

■          ■ 

■        374 

696 

Critical  Path 

16 

-116.9 

674 

6.599 

6,580 

-28.2 

■          ■ 

■        376 

700 

Crown  Castle  International 

346 

-94.3 

3,582 

6.565 

7.932 

139.8 

217       447 

244          ■ 

306 

Crown  Cork  &  Seal 

7,732 

181.3 

11,503 

1.650 

10,241 

1,324.5 

153         ■ 

150        469 

264 

CSX 

10,811 

51.0 

20.720 

4.864 

16.786 

1.229.0 

■         ■ 

367          ■ 

684 

Cullen/Frost  Bankers 

G03 

97.6 

6.988 

1,037 

-659 

197.6 

255       494 

490          ■ 

544 

Cummins  Engine 

6.639 

160.0 

4.697 

1.328 

3,734 

625.0 

92       159 

356       226 

154 

CVS 

18.098 

635.1 

7.275 

11,956 

15,477 

1,413.4 

■          ■ 

■       438 

796 

Cypress  Semiconductor 

-^     »^ 

705 

91.1 

1.117 

5.421 

5,559 

194.1 

126       202 

256          ■ 

288 

Dana 

13,270 

513.0 

11.123 

3,476 

10,133 

1.633.0 

449       334 

■       436 

523 

Danaher 

3.197 

261.6 

3,047 

5.475 

6.358 

584.4 

412       490 

■          ■ 

732 

Darden  Restaurants 

3,559 

161.2 

1,945 

1.658 

2.536 

390.8 

374          ■ 

■          ■ 

696 

Dean  Foods 

4.064 

78.9 

2,041 

913 

2.150 

280.3 

146       384 

166       306 

191 

Deere  &  Co 

11.632 

227.2 

18.144 

8.308 

19.563 

1,187.8 

152       304 

■          ■ 

317 

Delhaize  America1 

10.879 

300.4 

3,973 

2.561 

4,559 

846.9 

52         61 

245          21 

58 

Dell  Computer 

25.265 

1.666.0 

11.471 

131.464 

133,032 

2,613.0 

39       100 

160        279 

95 

Delphi  Automotive  Systems 

29.192 

1,083.0 

18.350 

9.098 

15,929 

2,538.0 

109         80 

153       400 

134 

Delta  Air  Lines 

15.051 

1.285.0 

19.871 

6,172 

15.027 

2,882.0 

■       417 

■          ■ 

762 

Deluxe 

1.651 

203.0 

996 

1,787 

2.162 

386.0 

■          ■ 

493          ■ 

885 

Devon  Energy 

734 

94.6 

4,623 

3.793 

8.402 

513.8 

■          ■ 

■        236 

542 

Digex 

60 

-65.0 

344 

11,173 

11.139 

-41.8 

■          ■ 

■        361 

679 

Digital  Island 

19 

-69.0 

1,081 

7,002 

7.035 

-60.9 

193       485 

338          ■ 

348 

Dillard's 

8.677 

164.0 

7,918 

1,528 

6.293 

714.0 

■       366 

126          ■ 

336 

Dime  Bancorp 

1.987 

243.9 

23.921 

1.684 

5,546 

794.8 

59       109 

59          36 

39 

Walt  Disney 

23.745 

993.0 

46.373 

72,706 

92,338 

6,920,0 

312          ■ 

■          ■ 

613 

Dole  Food 

5.061 

48.5 

3.038 

768 

2,791 

292.3 

388       396 

■        445 

535 

Dollar  General 

3.888 

219.4 

1,451 

5,253 

5.720 

413.2 

293       192 

171        293 

175 

Dominion  Resources 

5.520 

551.0 

17,747 

8.655 

21.148 

2.109.0 

307       296 

■          ■ 

400 

RR  Donnelley  4  Sons 

5.183 

308.3 

3.853 

2.357 

4.520 

904.8 

■          ■ 

■        204 

499 

Doubleclick 

258 

-55.8 

729 

13.227 

13.476 

-0.3       I 

118 

■        299 

260 

Dover 

4.446 

929.0 

4.132 

8,473 

10,320 

818.7 

■  Noi 
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Microsoft 


Where  do  you  want  to  go  today? 


Mike  Rivalto,  CEO,  SmartMart 


"We  had  been  working  for  five  years  to  get  systems  to  talk  to  each  other, 
but  after  we  moved  to  Windows  2000,  everything  f  fOITI  the 

video-conferencing  to  the  cash  system  to  the 
remote  cameras— every  thing  started  working." 


To  see  how  Mike  is  using  Windows®  2000 
to  allow  people  to  shop  directly  from  their  cars,  goto: 

www.SeeMyStory.com/Mike 
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Microsoft 

Windows 


IflThe  Business  Internet  t 


: 

Rankings 

2M9BA 

m 

Market 
value 

Super 
rank 

] 

Company 

Sales 
($mil) 

Profits 

($mil) 

Assets 

($mil) 

Market 
value 

($mil) 

Enterprise 
value 
(Smil) 

Operating 
income 
(Smil) 

Sates  Profit?   A?  sets 

83 

Z 

■ 
■ 

79       117 
326          ■ 

134 
419 

60 
548 

Dow  Chemical 
Dow  Jones 

18.929 
2.002 

1,331.0 
272.4 

25.499 

1.531 

21,882 
5,819 

34,554 
6.461 

3,982.0 
496.0 

m        293 
416          ■ 

■ 
■ 

594 
760 

Downey  Financial 
DPL 

593 
1,271 

63.8 
204.2 

9,408 
4,340 

542 
2,572 

2.561 
5.053 

125.1 
497.3 

■ 
325 

419        436 
209        235 

■ 
498 

667 
262 

DOE 

DTE  Energy 

1,340 
4.728 

201.4 
483.0 

5,609 
12,316 

3,386 
4,460 

6.718 
11.877 

572.4 
1,636.0 

46 
66 

7          72 
128          90 

67 
166 

32 

68 

El  du  Pont  de  Nemours 
Duke  Energy 

28,918 
21.742 

7,690.0 
847.0 

40,777 
33.409 

48,100 
16,973 

66,901 
37,430 

5,715.0 

2.946.0 

■ 
107 

344           ■ 
■        392 

■ 
307 

656 
278 

Dun  &  Bradstreet 
Dynegy 

1.972 
15.430 

2560 
151.8 

1,786 
6.525 

4.222 
8.254 

5,825 
12,692 

621.0 
322.0 

■ 
■ 

■  ■ 

■  242 

146 
401 

441 

439 

E-Tek  Dynamics 
E'Trade  Group 

234 
821 

31.4 
-43.7 

477 
11,739 

19,356 
6,172 

19.302 
15.373 

82.0 
-150.2 

■ 
335 

■  ■ 

■  401 

256 

■ 

562 
539 

E.piphany 
Eastman  Chemical 

19 
4.590 

-22.4 
48.0 

94 

6,303 

10,199 
2,827 

10.136 
6.240 

-20.1 
663.0 

118 
203 

77        210 
168        318 

168 
429 

92 

219 

Eastman  Kodak 

Eaton 

14,089 
8.402 

1.392.0 
617.0 

14,370 
8.437 

16,763 
5,536 

23.252 
9,935 

2.908.0 
1,170.0 

■ 
■ 

■  ■ 

■  ■ 

118 
91 

415 
391 

eBay 

EchoStar  Communications 

225 
1.603 

10.8 
-523.8 

964 
3.898 

24,995 
32,195 

24,698 
35,282 

19.8 
-220.2 

■ 
171 

460           ■ 
164          83 

■ 
442 

832 
163 

Ecolab 

Edison  International 

I . 

2.080 
9.670 

175.8 
623.0 

1.586 
36,242 

3.931 
5.317 

4,532 
28.613 

424.5 
3.045.2 

■ 
■ 

263           ■ 

■          ■ 

■ 
305 

567 
606 

AG  Edwards 
Efficient  Networks 

2,597 
52 

358.0 
-48.8 

4,434 
1.023 

2.976 
8.323 

3.950 
8.330 

642.4 
-23.1 

155 

■ 

■  183 

■  ■ 

278 
411 

218 
751 

El  Paso  Energy 
Electronic  Arts 

10.581 
1,403 

-242.0 
135.2 

16.657 
1.181 

9,116 
5,963 

20,927 
6.031 

573.0 
222.5    ; 

87 
254 

241        234 
108        361 

98 
17 

111 
132 

Electronic  Data  Systems 
EMC 

18.534 
6.716 

4209 
1.010.6 

12.428 
7.173 

28,671 
135,666 

35.836 
136.055 

2.946.8 
1,896.5 

485 
114 

■           ■ 
78        217 

■ 
157 

876 
90 

Emcor  Group 
Emerson  Electric 

2.894 
14.386 

27.8 
1,336.1 

1.056 
13,629 

196 
17,728 

971 
23.929 

72.2 
2,338.3 

■ 
■ 

■           ■ 
375           ■ 

335 

■ 

643 
699 

Emulex 
Energy  East 

101 
2.279 

200 
236.3 

196 
4.014 

7.694 
2,338 

7.595 
3.341 

18.1 
563.1 

349 
17 

427           ■ 
105          91 

■ 
65 

577 
43 

Engelhard 
Enron 

4,405 
40,112 

197.5 
1,024.0 

2.904 
33,381 

1,707 
49,131 

3.608 
69.207 

427.4 
1672.0 

191 

■ 

175        134 

■           ■ 

■ 
365 

190 
683 

Entergy 

Entrust  Technologies 

8,773 
85 

595.0 
5.9 

22.985 
131 

4,236 
6,796 

16.598 
6,734 

2.118.9 
8.0 

■ 
■ 

184           ■ 
401           ■ 

■ 
■ 

483 
732 

EOG  Resources 
Equifax 

801 
1.773 

569.1 
215.9 

2,611 
1.840 

2,176 
2.956 

3,736 
4.331 

521.6 
539.8 

360 

■ 

303           ■ 

■           ■ 

270 
102 

311 
400 

Estee  Lauder  Cos 
Exodus  Communications 

4.202 
242 

300.5 
-130.3 

3.021 
1,743 

9.504 
28.050 

10.890 
28.759 

657.6 
-56.3 

353 

■ 

498           ■ 

■           ■ 

■ 
414 

662 
754 

Express  Scripts 
Extreme  Networks 

4,288 
169 

157.4 
13.7 

2,487 
368 

1,310 
5.902 

2.914 
5.709 

238.9   1 
20.7 

4 
493 

4          24 

■           ■ 

5 

■ 

3 

885 

Exxon  Mobil 
Family  Dollar  Stores 

160.883 
2.837 

7,910.0 
147.1 

144.521 
1.127 

267.729 
2,787 

332.499 
3.124 

27.919.0 
279.1 

24 
259 

24            3 
318        276 

61 

■ 

15 
291 

Fannie  Mae 
Federal-Mogul 

36.969 
6.488 

3,921.1 
282.1 

575.167 
9.948 

51.036 
1.109 

564.494 
6.489 

32.088.9 
1.1572 

89 
96 

134        172 
161        243 

340 
266 

130 
140 

Federated  Department  Stores 
FedEx 

18.217 
17.372 

795.0 
629.4 

17G92 
11,538 

7.539 
9.732 

17.906 
14.363 

2.446.0     1 
2.226.0 

408 

■ 

152          70 

■           ■ 

191 
344 

151 
656 

Fifth  Third  Bancorp 
Finisar 

3.614 
59 

668.0 
1.9 

41,589 
169 

14.170 
7.444 

11.022 
7.321 

1,347.0 
8.9 

■ 
47S 

404        214 

■           ■ 

■ 
■ 

412 
859 

Finova  Group 

First  American  Financial 

1.347 
2.988 

215.2 
88.6 

14050 
1.984 

1.526 

705 

13.198 
1.407 

287.3 

Enter 

■  N  .: 

■ 

Dtnmon  liquidation  value  of  preferred  and  all  debt  minus  cash  and  equivalents. 
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Microsoft 

Where  do  you  want  to  go  today? 


Greg  Hawkins,  CEO,  buy.com 


"Our  stores  don't  close  at  6  o'clock 
or  9  o'clock,  they  stay  open  all  night,  so  reliability 


is  paramount  to  our  success. 


To  see  how  Greg  is  using 
Windows6, 2000  to  run  a  24x7  Internet  superstore,  goto: 

www.SeeMyStory.com/Greg 


H 


„'<■» 


!fc  -^ 


buy. 


com 


■pwation  Ail  edtrademat 


Windows. 


2000 

III  The  Business  Internet  I  tt^rts  here 


■UnDt5 


500s 


aankings^  _ 
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Market 
Profits  fissets   value 


Super 
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if. 

■ 


488 
282 


880 
585 


Company 


Sales 
(Smil) 


Profits 
(Smil) 


Assets 
(Smil) 


Market 
value 
(Smil) 


Enterprise 
value 
(Smil) 


First  BanCorp 

First  Citizens  BancShares 


402 
799 


62.1 
81.8 


4.722 
9,717 


479 
654 


580 
376 


Operating 
income 
(Smil) 


77.0 
178.8 


305 

a 

86 

■ 

179 
441 

161 

■ 

130 
801 

First  Data 

First  Midwest  Bancorp 

5,125 
414 

1,199.7 
70.9 

17.005 

5,512 

17,487 

874 

19,846 
-218 

1.416.4 
102.2 

■ 
■ 

■ 
325 

341 
133 

■ 
■ 

653 
310 

First  National  of  Nebraska 
First  Security 

1,076 
2.118 

80.2 
273.3 

7,858 
22,993 

662 
2,365 

-113 
3.610 

188.4 
535.6 

■ 

63 

346 
32 

158 
14 

■ 
94 

343 
35 

First  Tennessee  National 
First  Union 

2,343 

22,084 

255.3 
3.223.0 

18,373 
253,024 

2,102 
31.212 

4.260 
32,440 

582.8 
7,957.0 

■ 
263 

■ 
125 

292 
44 

■ 
165 

593 
101 

First  Virginia  Banks 
Firstar 

777 
6.424 

150.9 
875.3 

9.452 
72.788 

1.484 
17,134 

1,373 
14,622 

267.2 
2,365.8 

265 

■ 

186 

■ 

164 
275 

■ 
■ 

217 
577 

FirstEnergy 
FirstMerit 

6.320 
840 

568.3 
125.7 

18.224 
10,115 

4,124 
1,243 

15,796 
803 

2,578.3 
216.7 

■ 
74 

■ 
51 

451 

19 

■ 
128 

014 
42 

Fiserv 

Fleet  Boston  Financial 

1.408 
20.026 

137.9 
2.038.0 

5,308 
190,692 

4.178 
23,191 

8.314 
39.411 

339.4 
6.827.0 

401 
112 

■ 
■ 

■ 
■ 

■ 
■ 

732 
409 

Fleetwood  Enterprises 
Fleming  Cos 

3,767 
14,646 

96.6 
-44.3 

1,534 
3,453 

482 

602 

1.299 
3,369 

218.1    1 
343.7 

392 
357 

292 

■ 

399 

■ 

■ 
■ 

382 
671 

Florida  Progress 
Flowers  Industries 

3.845 
4,236 

314.9 
7.3 

6,413 
2.867 

4,314 
1.229 

8,282 
3,397 

1.008.4 
389.0 

141 
367 

■ 
406 

488 

■ 

■ 
■ 

419 
573 

Fluor 
FMC 

12.032 
4,111 

105.4 
212.6 

4.870 
3,996 

2.062 
1.461 

4.523 
3,781 

650.1 
555.1 

3 

■ 

10 

■ 

9 

■ 

64 
410 

12 
749 

Ford  Motor 
Forest  Laboratories 

162.558 
789 

7.236.6 
123.7 

276.229 
986 

49.539 
5,978 

254.397 
5.890 

30.570.1 
162.8 

248 
311 

270 

■ 

357 
398 

■ 
■ 

297 
504 

Fort  James 
Fortune  Brands 

6,827 
5,123 

343.2 
-890.6 

7,258 
6.417 

4.111 
3,632 

9.561 
6.821 

1.321.8 
883.2    ; 

390 
194 

■ 
■ 

■ 
■ 

■ 
■ 

720 
490 

Foster  Wheeler 
Foundation  Health  Systems 

3.867 
8.655 

-143.6 
147.8 

3.438 
3.696 

224 
1.009 

2,511 
2.317 

80.1 
400.1 

■ 
212 

■ 
451 

■ 
170 

132 
150 

432 
186 

Foundry  Networks 

Fox  Entertainment  Group 

134 
7.939 

22.9 
180.0 

213 
17.777 

22.974 
18.554 

22.845 
27.956 

40.6 
1,028.0 

262 

■ 

149 
205 

219 

■ 

328 
380 

177 
386 

FPL  Group 
Franklin  Resources 

6.438 
2,260 

697.0 
495.7 

13.441 
3,749 

7.798 
6.527 

14,400 
6.263 

2.136.0 
825.5 

56 

46 

■ 

6 

■ 

113 
353 

37 

666 

Freddie  Mac 
FreeMarkets 

24.268 
21 

2,218.0 
-21.8 

386,684 
232 

26.197 
7,190 

344.064 
6,992 

12.321.0 
-21.5 

■ 
■ 

■ 
■ 

315 
415 

■ 
■ 

616 
756 

Fremont  General 
Fulton  Financial 

1.398 
482 

-65.4 
97.2 

8.546 
6.070 

398 
1,098 

5.933 
263 

197.0 
150.1 

■ 
303 

397 
114 

■ 
305 

■ 
153 

729 
167 

Galileo  International 
Gannett 

1.526 
5.260 

218.2 
957.9 

1.255 
9.006 

1.690 
18.222 

2,457 
22,002 

551.9 
1.843.2 

145 
195 

93 
234 

456 

■ 

80 
143 

142 
202 

Gap 
Gateway 

11.635 
8.646 

1.127.1 
427.9 

5.189 
3.955 

39.229 
19.783 

41.317 
20.470 

2.209.2 
724.4 

■ 

■ 

■ 
■ 

424 
389 

■ 
69 

772 
318 

GATX 

Gcnentech 

1,773 
1.332 

151.3 
-1.144.5 

5,867 
6.554 

1.500 
47.879 

6.105 
48.397 

708.4 
492.5 

185 
5 

123 
1 

342 
5 

325 
3 

185 
1 

General  Dynamics 
General  Electric 

8.959 
111.630 

880.0 
10.7170 

7,774 
405.200 

7.902 
433,953 

11.640 
592.009 

1.400.0 

29.473.0 

256 

1 

171 
12 

496 
10 

272 
43 

241 
7 

General  Mills 
General  Motors 

6.611 
176.558 

610.3 
6.002.0 

4.597 
274.730 

9.448 
66,109 

13.729 
250,002 

1,277.4 
29.115.0 

210 

■ 

255 
457 

■ 
■ 

■ 
471 

324 
778 

Genuine  Parts 
Genzyme-General 

7.982 
635 

377.6 
176.9 

3.930 
1,398 

3.658 
4.848 

5.364 
4.812 

718.0 
272.9 

94 

146 
247 

194 

■ 

403 

■ 

156 
550 

Georgia-Pacific  Group 
Georgia-Pacific  Timber  Group 

17,790 
526 

716.0 
400.0 

15,380 
1.521 

6.143 
1.869 

14.664 
3.102 

2.793.0  T 
413.0 

166 

■ 

84 

■ 

241 

■ 

92 
428 

97 
780 

Gillette 

Global  TeleSystems  Group 

9.897 
852 

1.260.0 
-616.7 

11.786 
4.002 

32,083 
5.616 

39.655 
8.280 

2605.0 
-80.4 

e:  Sum  of 

maikor  value  of  con 
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NETJETS 


HE     WORLD     LEADER     IN     FRACTIONAL    JET     OWNERSHIP 


Tiger's  most 

valuable  iron. 


[.*>•: 


^^M 


■  ■ 
is 


■  I 


different  aircraft  types — the 
world's  finest  business  jets. 
Your  availability  and  costs 
are  guaranteed. 

We  also  offer  programs  in 
Europe  and  the  Middle  East. 

Talk  to  the  leader — call 
1-888-860-9167. 


Netjets^ 

{      CXeCVTIVfftT     ^^^__- 

Executive  Jet  is  a 

Berkshire  Hathaway  Company 

www.netjets.com 


CTIONAL  SHARES  AVAILABLE  IN'  CITATION  V  ULTRA  •  CITATION  EXCEL  •  CITATION  VII  •  HAWKER  800XP  •  HAWKER  1000  •  CITATION  SOVEREIGN 
HAWKER  HORIZON  •  CITATION  X  •  FALCON  2000  •  GULF STREAM  IV-SP  •  GULFSTREAM  V  •  BOEING  BUSINESS  JET 


1 


H  I^H 


■ 


The  NetJets"  program  lets 
Tiger  Woods  fly  when  he 
wants,  and  get  the  benefits 
of  full  aircraft  ownership 
at  a  fraction  of  the  cost. 
As  the  industry  leader, 
only  NetJets  can  offer  you 
fractional  shares  in  12 


Proud  Spansot 

olitie 


InventaW 

:Rr=ST  2000 

-cnntental  Expedition 


WE  TAKE  ON  THE  TOUGH  STUFF. 

WE'VE  WORKED  DAMNED  HARD  TO  GET  WHERE  WE  ARE. 

SO  WHEN  IT  COMES  TO  B2B  E-COMMERCE  SYSTEMS  INTEGRATION,  NO  ONE'S  BETTER  THAN  US 

TO  FIND  OUT  MORE,  VISIT  US  AT  WWW.INVENTA.COM  OR  CALL  US  AT  1-800-378-6224. 

BY  THE  WAY,  IF  YOU  THINK  YOU'RE  AS  TOUGH  AS  US,  JOIN  US  AT  OUR  BASE  CAMP  TO 

SUMMIT  SEMINARS,  AND  LEARN  HOW  TO  PLAN  YOUR  E-COMMERCE  ASCENT. 


Hnventa 

We  do  the  tough  stuff.  Fast. 


Copyright  2000  Inventa  Technologies,  Inc.  All  Rights  Reserved.  Inventa,  the  Inventa  logo  and  the  Invents  Everest  2000  Environmental  Expedition  logo  are  trademarks  of  Inventa  Technologies,  Inc. 
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Sales 
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value 
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Super 
rank 
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■ 
373 

477 
50 

8 
234 

■ 
53 

298 

■ 

599 
245 

GlobeSpan 

Golden  State  Bancorp 

56 
4.069 

-5.6 

320.7 

71 
57,019 

8,475 
1,520 

8,465 
18,187 

-2.1 
1,195.2 

211 
36 

69 
15 

497 
63 

256 
24 

Golden  West  Financial 
Goldman  Sachs  Group 

2,969 
25,363 

480.0 
2.708.0 

42,142 
250,491 

4.488 
50.386 

13.805 
79,605 

919.1 

6,149.7 

291 
135 

471 
367 

445 
224 

■ 
■ 

501 
249 

BF  Goodrich 
Goodyear  Tire  &  Rubber 

5,538 
12,881 

169.6 
241.1 

5,456 
13.103 

2,921 
3,263 

6.281 
10,221 

973.3 
1.094.2 

321 
341 

221 
450 

139 

■ 

■ 
■ 

234 
591 

GPU 

WW  Grainger 

4,757 
4.534 

459.0 
180.7 

21,718 
2,565 

2,923 
3.700 

15,970 
4,633 

1.625.3 
415.5 

161 

■ 

■ 
402 

■ 
193 

■ 
■ 

464 
394 

Great  Atlantic  &  Pacific  Tea 
GreenPoint  Financial 

10.157 
1,483 

-81.4 
215.6 

3.324 
15,395 

782 
1,642 

2,869 
-56 

66.0 
520.5 

51 

■ 

22 

269 

57 

■ 

45 
135 

27 
305 

GTE 

Guidant 

25,336 
2,352 

4,062.9 
344.5 

50,832 
2,250 

64.653 
21,764 

98,126 
23,045 

9,976.6 
858.1 

111 
418 

308 

■ 

265 

■ 

160 

■ 

158 
764 

Halliburton 
Hannaford  Bros 

14,765 

3,463 

298.0 
98.0 

10.728 

1,330 

17.549 
2,985 

21.985 
3,506 

1,069.0 

295.7 

■ 
470 

328 
395 

■ 
487 

251 

■ 

379 
662 

Harley-Davidson 
Harrah's  Entertainment 

2,453 
3.024 

267.2 

219.5 

2,112 
4,767 

10,555 
2,503 

11,172 
5,429 

502.0 
755.0 

124 
358 

127 
438 

22 

■ 

375 

■ 

107 
595 

Hartford  Financial  Services  Group 
Hasbro 

13.528 

4.232 

862.0 
189.0 

167.051 
4.463 

6.588 
2.737 

17,742 
4,956 

1,293.0 
669.1 

■ 
■ 

■ 
■ 

324 

■ 

■ 
349 

629 
661 

Hawaiian  Electric  Industries 

Hcalthcon  WcbMD 

1.523 
102 

96.8 

-288.0 

8.291 
4,243 

918 
7,314 

7,724 
7,292 

356.9 
-98.4 

372 
177 

■ 
147 

377 
307 

■ 
228 

553 
162 

HealthSouth 
HJ  Heinz 

4.072 
9,287 

76.5 
701.9 

6,816 
8,959 

1.949 
11.866 

5.536 
17.807 

891.3 
1.343.8 

■ 
443 

316 
474 

167 
421 

■ 
■ 

332 
646 

Heller  Financial 
Hercules 

1.637 
3,248 

284.0 
168.0 

17,973 
5.896 

1,761 
1,649 

16.220 
5,475 

1.091.0 
777.0 

381 
14 

220 
31 

■ 
88 

432 
14 

355 
21 

Hershey  Foods 
Hewlett-Packard 

3.971 
43.808 

460.3 
3,325.0 

3,347 
33,911 

5.530 
146,791 

7,329 
157,747 

721.7 
4,859.0 

■ 
■ 

461 
459 

195 
314 

■ 
■ 

453 
573 

Hibernia 
Hilton  Hotels 

1.270 
2.150 

175.1 
176.0 

15.314 
8.628 

1,433 
2.461 

-173 
9,571 

324.9 
684.0 

■ 
■ 

■ 
357 

■ 
■ 

430 

■ 

783 
671 

Hispanic  Broadcasting 
Hollinger  International 

198 
2,147 

34.2 
250.5 

953 
3,503 

5,530 
1,132 

5.708 
3.640 

84.7 
360.3 

21 

60 

43 
65 

177 

130 

23 
84 

40 
51 

Home  Depot 
Honeywell 

38.434 
23.735 

2.320.0 
1.541.0 

17,081 
23.527 

125.725 
36,079 

130.058 
45.681 

4,258.0 
2.905.0 

419 
439 

483 
470 

■ 
■ 

■ 
■ 

732 
747 

Hormel  Foods 
OR  Horton 

3,463 
3.305 

164.9 
169.7 

1.664 
2.419 

2.070 
714 

2,391 
2.250 

313.2 
311.2 

172 

■ 

69 

■ 

52 
316 

181 

■ 

77 
618 

Household  International 
Hudson  City  Bancorp 

9.499 
541 

1,486.4 
107.4 

60.749 
B.519 

15,397 
1,655 

62,711 
945 

4,554.6 
178.3 

■ 
474 

■ 
■ 

265 

■ 

■ 
■ 

587 
856 

Hudson  United  Bancorp1 
Hughes  Supply 

738 
2.995 

69.3 
65.9 

9.686 
1.369 

1.002 
423 

902 
1.252 

126.8 
162.0 

■ 
165 

■ 
■ 

■ 
477 

320 

■ 

623 
438 

Human  Genome  Sciences 
Humana 

25 
9.959 

-42.2 
-382.0 

528 
4.900 

7.981 
1,079 

7.868 
2.888 

-44.1 

59.0 

- 

■ 
■ 

239 

■ 

103 

■ 

■ 
90 

287 
390 

Huntington  Bancshares 
i2  Technologies 

2.600 
571 

422.1 
23.5 

29,037 
862 

4,232 
32.326 

5.162 
32,276 

1,054.4 

62.9 

119 

■ 

293 

■ 

■ 
■ 

■ 
426 

308 
775 

IBP 

IDEC  Pharmaceuticals 

14.075 
118 

313.3 
43.2 

3.713 
307 

1.246 
5.690 

3.078 
5,581 

668.5 
45.7 

295 

174 

■ 
129 

405 
303 

■ 
174 

495 
143 

IKON  Office  Solutions 
Illinois  Tool  Works 

5.458 
9.333 

-50.5 
841.1 

6.232 
9.060 

974 
16,554 

5,567 
19,797 

569.4 
1.829.7 

II 
■ 

■ 
■ 

455 
373 

■ 
■ 

822 
694 

IMC  Global 
Imperial  Bancorp 

2.369 
484 

-766.3 
86.8 

5196 

6.857 

1.481 
1.192 

4,980 
-1.352 

610.7 
100.9 

II 

322 

■ 

■ 
■ 

394 

■ 

517 
580 

IMS  Health 
li. acorn 

1,398 
6.084 

276.1 
-159.1 

1,451 
1.938 

6,321 
140 

7.084 
1.579 

439.5 
37.2 

■  NO, 
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FRANKLIN  U.S.  GOVERNMENT 
SECURITIES  FUND 

High  Current  Income 
And  Credit  Safety 

■  Investing  in  one  of  the  oldest  and  largest  Ginnie  Mae 
funds  in  the  United  States  may  be  an  investment  oppor- 
tunity for  you.1  Why?  The  Franklin  U.S.  Government 
Securities  Fund  seeks  to  provide  high  current  income 
with  a  high  degree  of  credit  safety  from  a  conservatively 
managed  portfolio  primarily  composed  of  U.S.  govern- 
ment securities.11  Historically,  Ginnie  Maes  have  offered 
the  opportunity  for  higher  total  returns  than  T-bills  and 
Certificates  of  Deposit  while  outperforming  inflation.m 

■  Franklin's  taxable  bond  team  uses  expert  analysis  and 
extensive  buying  power  to  select  quality  securities  while 
helping  to  reduce  investment  costs  to  investors.  Are  you 
interested  in  a  portfolio  that  offers: 

High  Current  Monthly  Income  Potential 
High  Degree  of  Credit  Safety 
No  Futures,  Derivatives  or  Options 
Franklin  Templeton  Fixed  Income  Expertise 

■  Call  your  investment  representative  or  Franklin  today  for 
more  information. 

'Source:  Strategic  Insight.  12/31  /99. 

Yield  and  share  price  are  not  guaranteed,  and  will  vary  with  market  conditions.  Individual 
securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  govern- 
ment and  its  agencies  or  instrumentalities  as  to  timely  payment  of  principal  and  interest. 
^Source:  Standard  and  Poor's  Micropal  (Salomon  Brothers  30-year  GNM4  Index,  Payden 
&  Rygel,  U.S.  Bureau  of  Labor  Statistics)  1 983-December  1 999.  One  cannot  invest  directly 
in  an  index.  Past  performance  does  not  guarantee  future  results. 

Franklin  Templeton  Distributors,  Inc. 
www.franklintempleton.com 


1-800-FRANKLIN  EXT.  F338 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  U.S.  Government  Securities  Fund,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Franklin  shareholder. 

Name  

Address  

City/State/Zip 

Daytime  Phone  


FOB4/00 
F338 


E-mail  Address 


FRANKLIN  TEMPLETON 
INVESTMENTS 

777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404 
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Sales  Profits 

Assets 

value 

rank 

Company 

(Sail) 

(Smil) 

($mil) 

(Smil) 

(Smil) 

(Smil) 

■ 

■ 

■ 

415 

756 

Incyte  Pharmaceuticals 

157 

-26.8 

222 

5,872 

5,857 

-2.4 

■ 

a 

409 

■ 

748 

Independence  Community  Bank 

398 

50.9 

6.154 

681 

741 

113.7 

■ 

SI 

■ 

202 

497 

Infonet  Services 

-23.8 

1,134 

13.340 

12,785 

-0.9 

■ 

■ 

■ 

435 

790 

Informix 

-11.2 

819 

5.518 

5.639 

166.8 

■ 

■ 

■ 

105 

404 

lnfoSpace.com 

37 

-10.3 

397 

27.595 

27.447 

-3.6 

218 

177 

320 

417 

221 

Ingersoll-Rand 

7.667 

591.1 

8,400 

5.848 

10,134 

1,371.7 

41 

452 

325 

■ 

283 

Ingram  Micro 

28.069 

179.6 

8,272 

1.839 

7,698 

317.9 

■ 

■ 

■ 

151 

449 

Inktomi 

97 

-24.8 

632 

18,408 

18,179 

-14.3 

38 

9 

63 

4 

16 

Intel 

29.389 

7,314.0 

43.849 

400,947 

400.343 

13.756.0 

454 

■ 

■ 

■ 

820 

Interim  Services 

3,168 

70.8 

2.439 

1,730 

2,864 

259.3 

■ 

■ 

■ 

224 

529 

InterNAP  Network  Services 

13 

-49.9 

246 

12,028 

11,858 

-39.9 

■ 

■ 

448 

■ 

809 

International  Bancshares 

402 

66.2 

5,400 

655 

-1,001 

128.0 

6 

6 

34 

9 

4 

International  Business  Machines 

87,548 

7.712.0 

87.495 

188.793 

239.061 

18.512.0 

■ 

488 

■ 

■ 

880 

International  Flavors  &  Fragrances 

1.439 

162.0 

1,401 

3,266 

3,607 

347.0 

55 

425 

97 

186 

139 

International  Paper 

24,600 

199.0 

30,487 

14,959 

33.390 

3,978.0 

■ 

■ 

■ 

82 

383 

Internet  Capital  Group 

17 

-29.8 

2,050 

37,941 

37,225 

-27.8 

348 

283 

312 

246 

237 

Interpublic  Group  of  Cot 

4.427 

321.9 

8.727 

10.643 

15.551 

817.'! 

416 

■ 

■ 

■ 

760 

Interstate  Bakeries 

3.476 

120.7 

1.679 

868 

1,719 

328.9 

■ 

■ 

■ 

363 

681 

InterTrust  Technologies 

2 

-28.6 

151 

6,912 

6,779 

-25.9 

■ 

■ 

■ 

470 

851 



Interwoven 

17 

-15.7 

83 

4,854 

4.806 

-12.3 

■ 

281 

■ 

231 

346 

Intuit 

992 

327.3 

3.201 

11,786 

12.134 

130.5 

■ 

■ 

■ 

457 

826 

ISS  Group 

116 

7.5 

185 

5.125 

5,012 

9.7 

334 

379 

■ 

■ 

510 

ITT  Industries 

4,632 

232.9 

4,530 

2.137 

4.545 

591.7 

■ 

■ 

■ 

331 

636 

Jabil  Circuit 



2.586 

111.0 

1,308 

7.753 

8.353 

237.8 

461 

■ 

■ 

■ 

035 

Jacobs  Engineering  Group 

3.129 

44.5 

1.222 

723 

1.404 

1501 

■ 

■ 

■ 

474 

856 

JO  Edwards 

953 

-43.6 

1.018 

4.815 

4,984 

1.3 

■ 

■ 

458 

39 

339 

JDS  Uniphase' 

673 

-431.0 

5.186 

69,041 

68,667 

215.9 

■ 

206 

114 

444 

261 

Jefferson-Pilot 

2.560 

494.0 

26.446 

5,271 

7,094 

761.1 

220 

350 

37 

489 

211 

John  Hancock  Financial  Services 

7.655 

253.6 

84.456 

4.616 

63.995 

1,011.5 

■ 

332 

■ 

■ 

639 

Johns-Manville 

2.162 

261.8 

2,290 

1.125 

1,982 

493.4 

42 

20 

102 

29 

33 

Johnson  &  Johnson 

27,471 

4.167.0 

29,163 

98.494 

106.155 

7.370.0 

102 

231 

311 

■ 

225 

Johnson  Controls 

16,585 

438.9 

8,793 

4,154 

9.484 

1.334.6 

456 

439 

■ 

■ 

726 

Jones  Apparel  Group 

3.151 

188.4 

2,788 

3,061 

4.509 

453.6 

■ 

■ 

■ 

73 

375 

Juniper  Networks 

103 

-9.0 

513 

44,043 

43.752 

-7.4 

■ 

■ 

■ 

265 

571 

Nana  Communications 

14 

-117.2 

70 

9,804 

9,771 

-104.9 

■ 

331 

■ 

267 

396 

Kansas  City  Southern  Industries 

1.608 

262.1 

2.904 

9.692 

11,138 

586.1 

394 

■ 

■ 

■ 

726 

Kaufman  A  Broad  Home 

3.836 

147.5 

2.664 

747 

2.659 

351.4 

243 

273 

483 

276 

265 

Kellogg 

6.984 

338.3 

4.809 

9.300 

12,610 

1.361.4 

356 

■ 

■ 

■ 

670 

Kelly  Services 

4,269 

85.1 

1,039 

848 

1,256 

176.0 

■ 

■ 

422 

493 

754 

Kerr-McGee 

2.696 

146.2 

5.894 

4,565 

7,935 

1.311.0 

221 

97 

38 

354 

125 

KeyCorp 

7,634 

1.107.0 

83.395 

7,123 

28.545 

2.501.4 

478 

338 

380 

■ 

490 

KeySpan 

2.955 

258.6 

6.731 

2.870 

6.163 

735.6 

■ 

■ 

372 

■ 

691 

Keystone  Financial 

591 

37.1 

6.888 

717 

616 

151.5 

133 

60 

229 

114 

85 

Kimberly-Clark 

13.007 

1,668.1 

12.816 

26.193 

32,724 

2,856.4 

■ 

■ 

288 

B 

588 

Kinder  Morgan2 

1.745 

-241.4 

9.540 

3,084 

10,689 

448.3 

■ 

■ 

■ 

169 

470 

KLA-Tencor 

1.048 

135.4 

1,779 

16.731 

16.696 

188.6 

25 

246 

199 

■ 

182 

Kmart 

35.925 

403.0 

15,104 

4.260 

11.751 

2.070.0 

445 

272 

■ 

■ 

521 

Knight  Bidder 

3,228 

339.9 

4,192 

3.592 

5.610 

813.6 

■ 

475 

■ 

407 

0B 

Knight/Trimark  Group 

801 

1678 

695 

6.054 

5.640 

293.7 

338 

339 

■ 

200 

298 

Kohl's 

4.557 

258.1 

2.915 

13.551 

14,707 

536.8 

Entctpn-e  value:  Sum  of  market  vali 
■  No!  on  500  list.    Formerly  Unlpha 

Midation  value  of  preferred  and 

all  debt,  minus  cash  and  equivalents. 

288 

()     R 

B    E 

S    ■    Apr 

No  FACE.   No  VOICE. 


Who  are  your  customers, 


NYWAY? 


Establishing  customer  relationships  over  the  Web  can  present  many  challenges. 
Capturing  prospects'  attention.  High  abandonment  rates.  And,  of  course,  fraud.  Fortunately, 
eFunds  has  solutions.  We  can  open  your  new  accounts  with  Integreat!""  —  a  comprehensive  online 
capability  that  enables  any  eBusiness  to  assess  risk  and  cost-effectively  deliver  targeted  product 
offerings.  Plus,  Integreat!  allows  you  to  fund  a  new  account  within  three  business  days. 

Whether  it's  our  breakthrough  services  or  our  custom  solutions,  only  eFunds  combines 
the  power  of  debit  information  with  multiple  payment  delivery  networks  that  enable  an  eBusiness 
to  enhance  customer  relationships.  Call  us  at  I  -888-9eFunds  ( I  -888-933-8637)  or  visit  eFunds.com 
to  build  customer  relationships  you'll  truly  value. 


5 


eFunds 


efvnds  collects,  maintains  and  applies  consumer  information  in  accordance  with  industry- 
leading  data  stewardship  practices  and  appfcaW?  ia-<vs.eFunds  Corporation  is  a  subsidiary 
ot  Deluxe  Corporation  (NYSE:  DLX).  £2000,  eFunos  Corporation.  All  rights  reserved. 


MAKE     EVERY     TRANSACTION     MORE     VALUABLE' 
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Company 

Sales 
($mil) 

Profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Enterprise 
value 

(Smil) 

Operating 
income 
(Smil) 

Sales  Profits 

Market 
Assets    value 

Super 
rank 

13 

■ 

157 
323 

162      215 

■         ■ 

88 
627 

Kroger 
Lafarge 

45.352 
2,654 

638.0 
275.4 

18.286 
3,304 

12,308 
1.422 

26,606 
2,572 

3,179.6 
641.4 

■ 
■ 

■ 
■ 

■  381 

■  478 

708 
864 

Lam  Research 

Lamar  Advertising 

- 

894 
444 

58.0 
-43.6 

1.082 
3,231 

6,518 
4.755 

6.787 
6.564 

115.9 
206.7 

138 

■ 

343 

■ 

313          ■ 
494          ■ 

271 
887 

Lear 
Legg  Mason 

12,429 
1.248 

257.1 
119.3 

8.718 
4,622 

1.723 
2,340 

8.445 
3.398 

1.049.8 
223.6 

399 
82 

314 
91 

■          ■ 
18       261 

510 
69 

Leggettfc  Piatt 

Lehman  Brothers  Holdings 

3,779 
18,989 

290.5 
1,132.0 

2,978 
192.244 

3,347 
9,921 

4,618 
25,892 

649.6 

3,619.0 

462 

■ 

465 
372 

■  ■ 

■  ■ 

775 
691 

Lennar 
Leucadia  National 

3.119 
730 

172.7 
238.1 

2.058 
3.053 

821 
1.204 

1,914 
1.678 

382.1 
370.5 

■ 
420 

■ 
289 

309         71 
■       172 

301 
301 

Level  3  Communications 
Lexmark  International  Group 

515 

3,452 

-487.0 
318.5 

8.904 
1.703 

44,495 
16.576 

48.458 
17.366 

-494.0 
559.0 

■ 
■ 

■ 
■ 

457           ■ 
■        310 

826 
611 

LG&E  Energy 
Liberate  Technologies 

2.707 
21 

62.1 
-44.1 

5.188 
154 

2.853 
8,193 

6,326 
8.116 

664.2 
-377 

■ 
163 

■ 
34 

159          ■ 
228         41 

457 
72 

Liberty  Financial  Cos 
Eli  Lilly 

1,219 
10,003 

99.3 
2,721.0 

18.373 
12.825 

923 
66,709 

4.682 
69,758 

257.8 
3,803.4 

169 
249 

218 
219 

■        350 
29        467 

252 
180 

Limited 
Lincoln  National 

9.723 
6.804 

460.8 
460.4 

4.088 
103.096 

7,304 
4,880 

8,369 
73,525 

1,169.6 
928.0 

■ 
304 

383 

■ 

■        179 
472          ■ 

371 
577 

Linear  Technology 
Litton  Industries 

580 
5,209 

227.4 
119.0 

1.232 
4,967 

15,798 
1.309 

14,998 
4,491 

322.3 
570.7 

499 
49 

433 
141 

■           ■ 
98        368 

784 
108 

Liz  Claiborne 
Lockheed  Martin 

2,807 
25,530 

192.4 
737.0 

1.526 
30.012 

2.705 
6.694 

3.212 
26.478 

363.6 
2.634.0 

80 
406 

199 

■ 

46          ■ 

■          ■ 

152 
742 

Loews 

Longs  Drug  Stores 

19,064 
3,672 

521.1 
69.0 

69,464 
1.270 

4.186 
681 

46.176 
1.220 

254.7 
174.6 

■ 
■ 

■ 
■ 

■       404 
435          ■ 

738 
790 

LookSmart 

Loral  Space  &  Communications 

49 
1.458 

-64.7 
-201.9 

162 
5.610 

6.112 
2.864 

6.045 
6.003 

-49.7 
112.6 

486 
105 

399 
150 

■          ■ 
304        164 

711 

127 

Louisiana-Pacific 
Lowe's  Cos 

2.879 
15,906 

216.8 
672.8 

3.488 
9.012 

1.194 
17.206 

3,039 
20,950 

579.1 
1,510.2 

■ 
364 

495 

■ 

■       111 
413          ■ 

404 
580 

LSI  Logic 
LTV 

2.089 
4.120 

158.6 
-212.0 

3,207 
6,101 

26,250 
312 

26,717 
2.438 

555.3 
152.0 

20 

■ 

29 

■ 

77            7 
■        318 

19 
621 

Lucent  Technologies 
Lycos 

38.467 
205 

3.477.0 
-90.0 

38,634 
1,615 

216.698 
8,051 

229.337 
7.536 

6.908.0 
-36.8 

404 

■ 

■ 
■ 

290          ■ 
■        500 

489 
893 

Lyondcil  Chemical 
Macromedia 

3.693 
221 

-80.0 
10.6 

9.498 
249 

1,286 
4,432 

9.155 
4.364 

734.0 
40.1 

■ 
■ 

■ 
435 

492          ■ 

■          ■ 

884 
790 

MAF  Bancorp 
Mallinckrodt 

320 
2.649 

51.5 
191.3 

4.658 
3.537 

388 
1.633 

1.578 
3.734 

93.9 
558.7 

■ 
167 

330 

■ 

137          ■ 

■          ■ 

326 
467 

M&T  Bank 
Manpower 

1.761 
9,770 

2656 
150.0 

22.409 
2.719 

2.869 
2.109 

4.424 
3.643 

536.9 
294.4 

192 
179 

238 
142 

355        371 
225        142 

229 
121 

Marriott  International 
Marsh  t  McLennan  Cos 

8,739 
9,157 

424.0 
726.0 

7.324 
13,021 

6.635 
19.910 

9.404 
25.398 

867.0 
2.196.0 

■ 
266 

264 
183 

122       477 
385        308 

293 
223 

Marshall  A  llsley 
Masco 

2.342 
6.307 

354.5 
569.6 

24.370 
6.635 

4,771 
8,222 

4,269 
11.530 

641.1 

1.0932 

294 

■ 

■ 
391 

463          ■ 

■        145 

562 
360 

Mattel 

Maxim  Integrated  Products 

5.515 
688 

-82.4 
223.2 

5.127 
1.150 

3,856 
19.469 

6,583 
19,052 

670.9 
332.4 

■ 
116 

■ 
119 

■       450 
260        313 

813 
148 

Maxygcn 

May  Department  Stores 

14 
14.224 

-11.3 
927.0 

14G 
10.935 

5,200 

8.140 

5.073 
14.929 

-12.0 
2.279.0 

350 

■ 

280 
285 

■          ■ 
236          ■ 

426 
350 

Maytag 
MBIA 

4,324 
964 

328.5 
320.5 

2.636 
12.233 

2.280 
3.908 

3.792 
1.615 

722.9 
565.2 

1  12T 

104 

53 

94        158 
146          76 

104 
59 

MBNA 
McDonald's 

6,470 
13.259 

1.024.4 
1.947.9 

30.859 
21.000 

17,690 
42.889 

16,737 
52.019 

2,404.2 
4,151.5 

Emetn 
■  N. 

in  rvrt  value  of  con 

ouidaiion  value  of  preferred  and  all  debt,  minus  cash  and  equivalents 
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One  whisky. 

ENJOY  OUR  QL'AUTY  RESPONSIBLY.  :  1999  Imported  b)  ThcClynlivet  Distilling  Co.,  NT.,  NY 
Scotch  Whiskv,  Alt. 


500s 


Baofe 

j 

;s 

.939.  BANK 

Sales 

Profits 

Assets 

Market 
value 

Enterprise 
value 

Operating 
income 

Market 

Super 

1  Sales  Profits 

Assets 

value 

rank 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

($mil) 

($mil) 

379       236 

■ 

268 

303 

McGraw-Hill  Cos 

3,992 

425.8 

4,089 

9,580 

11,747 

984.4 

23        23 

36 

20 

14 

MCI  WorldCom 

37.120 

3,950.0 

87,053 

132.517 

167.394 

12,234.0 

26       378 

274 

446 

220 

McKesson  HBOC 

35,824 

235.0 

10,206 

5,248 

11,799 

258.8 

■         ■ 

■ 

170 

473 

McLeodUSA 

909 

-238.0 

4,203 

16,691 

18,788 

59.0 

396       411 

433 

■ 

545 

Mead 

3,800 

208.1 

5.662 

3.190 

6.052 

587.7 

■          ■ 

■ 

480 

867 

Medarex 

10 

-17.0 

40 

4.672 

4,660 

-17.7 

■      121 

■ 

421 

Media  General 

795 

882.6 

2,340 

1,293 

1,103 

212.6 

■        27 

74 

62 

112 

MediaOne  Group 

2.695 

3,514.0 

39.786 

50,578 

65.983 

877.0 

■         ■ 

■ 

205 

501 

Medlmmune 

383 

93.4 

648 

13,208 

13,281 

31.8 

328       117 

447 

50 

173 

Medtronic 

4.701 

934.4 

5.422 

61,341 

62,248 

1,725.1 

280       110 

5B 

196 

106 

Mellon  Financial 

5.859 

989.0 

47,946 

13.799 

13,040 

2,085.0 

■       496 

340 

■ 

643 

Mercantile  Bankshares 

681 

157.7 

7,895 

1,755 

754 

266.3 

33         13 

87 

16 

22 

Merck 

32.714 

5.890.5 

35.634 

138.727 

150,984 

8.739.0 

■         ■ 

■ 

282 

585 

Mercury  Interactive 

188 

33.1 

295 

8,971 

8,895 

44.0 

306         ■ 

■ 

■ 

607 

Merisel 

5,189 

-61.2 

806 

201 

854 

27.9 

332       355 

■ 

■ 

485 

Meritor  Automotive 

4.642 

251.0 

2.724 

908 

2,757 

524.0 

28        37 

8 

77 

23 

Merrill  Lynch 

34,879 

2,618.0 

328.071 

40,197 

122.564 

8.970.0 

■         ■ 

■ 

433 

786 

Mctro-Goldwyn  Mayer 

1.142 

-530.9 

3.714 

5.527 

7,284 

747.8 

■         ■ 

■ 

133 

435 

Metromedia  Fiber  Network 

75 

-114.9 

3.960 

22,550 

23,236 

-25.2 

■       214 

■ 

■ 

514 

MGIC  Investment 

997 

470.2 

3.104 

3.524 

1,981 

713.2 

■         ■ 

■ 

464 

839 

Micrel 

195 

36.7 

203 

4.972 

4,975 

67.3 

273          ■ 

■ 

■ 

575 

MicroAge 

6.150 

-169.0 

787 

75 

649 

38.6 

■          ■ 

■ 

443 

803 

Microchip  Technology 

458 

73.4 

632 

5,300 

5.404 

184.4 

■          ■ 

■ 

405 

739 

Micromuse 

70 

-2.0 

133 

6,091 

6,040 

9.0 

339       288 

349 

97 

202 

Micron  Technology 

4.555 

318.6 

7.581 

28,746 

31.418 

1.430.9 

64           3 

60 

1 

17 

Microsoft 

21.855 

8,746.0 

45,093 

525.690 

519.350 

12.2360 

■          ■ 

■ 

123 

422 

MicroStrategy 

205 

12.6 

181 

24.492 

24,491 

27.4 

■          ■ 

■ 

248 

553 

Millennium  Pharmaceuticals 

184 

-352.0 

542 

10.589 

10,635 

8.0 

106         57 

216 

89 

73 

Minnesota  Mining  &  Manufacturing 

15.659 

1.763.0 

13.896 

32.485 

37.767 

3.828.0 

■          ■ 

484 

■ 

873 

Mirage  Resorts 

2.432 

141.0 

4,804 

3.427 

6,054 

563.9 

467       499 

■ 

■ 

842 

Mohawk  Industries 

3.083 

157.2 

1,683 

1.106 

2.073 

400.1 

■       430 

■ 

216 

440 

Meln 

1.907 

194.6 

2,157 

12,291 

12.510 

436.3 

180       176 

184 

116 

108 

Monsanto 

9.146 

595.0 

16.535 

25,328 

34.683 

1.850.0 

■          ■ 

■ 

421 

766 

Montana  Power 

1.342 

150.3 

3,049 

5.801 

7,200 

350.1 

■       356 

109 

■ 

324 

MONY  Group 

2.201 

250.6 

27,736 

1,272 

9,686 

547.4      ' 

91         49 

12 

163 

49 

JP  Morgan  &  Co 

18.110 

2.055.0 

260.898 

17,294 

37,619 

4,634.0      1 

29         18 

7 

28 

11 

Morgan  Stanley  Dean  Witter  &  Co 

33.928 

4,791.0 

366.967 

98.699 

150.805 

9.684.7 

36       131 

80 

24 

41 

Motorola 

30.931 

817.0 

37.327 

123.331 

137.711 

3.291.0 

■         ■ 

■ 

452 

816 

MRV  Communications 

289 

-12.9 

315 

5,188 

5,288 

-8.1 

208       348 

251 

■ 

279 

Nabisco  Group  Holdings 

8,268 

255.0 

11,371 

2.854 

10.191 

1,281.0 

■          ■ 

■ 

488 

880 

Nabors  Industries 

642 

27.7 

1,715 

4.630 

4,955 

158.3 

363         ■ 

■ 

■ 

681 

Nash  Finch 

4.123 

19.8 

862 

97 

756 

93.2 

207         75 

35 

253 

91 

National  City 

8.293 

1.405.5 

87.121 

10,472 

22,657 

3.105.4 

■          ■ 

378 

■ 

703 

j ■■ i 

National  Commerce  Bancorporation 

561 

107.2 

6.806 

1,834 

2,741 

166.1 

■          ■ 

■ 

222 

527 

National  Semiconductor 

2.022 

-309.8 

2.273 

12.107 

12.045 

383.6 

490          ■ 

■ 

■ 

883 

National  Steel 

2.850 

-43.1 

2.701 

294 

1.390 

120.1 

495       253 

33 

■ 

267 

Nationwide  Financial  Services 

2,814 

381.3 

93.054 

2.691 

9.888 

903.8 

H9       191 

397 

■ 

266 

Navistar  International 

8,889 

553.0 

6,444 

2.073 

5,704 

869.0 

272       274 

478 

■ 

353 

NCR 

6.196 

337.0 

4.895 

3.949 

5.350 

436.0 

■          ■ 

■ 

496 

889 

Netro 

18 

-28.8 

66 

4.489 

4,463 

-25.3 
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e  Falcon  900EX  whisks  you 
n-stop  from  Frankfurt  to  Chicago 
under  1 1  hours. 


M3DJFJ 


For  a  plane  to  fly  well, 
it  must  be  beautiful." 


-Marcel  Dassault 


i nee  red  with  passi 


We've  built  over  6000  fighters  and  Falcons  since  our  founder 
uttered  these  simple,  yet  resonant,  words. 

Today,  only  Dassault  makes  both  advanced  fighter  aircraft 
and  business  jets.  Falcons  are  known  as  the  best  designed, 
best  built,  best  flying  business  jets  at  the  top  of  the  market. 
They  have  an  inner  beauty  too — with  large,  functional  cabins. 

For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


DASSAULT 


CON      JET 


www.falconjet.com 


0! 


MULIIMEDIA  WITHOUT  A  SPEED  LIMIT 


IS  SPELLED  WITH  A  CAPITAL 


T 


Capitalizing  on  our  investment  in 
high-tech,  high-speed  networks 


.■*r<-;.*fe*J«'«S5*.. 


Deutsche  Telekom  had  the  foresight  to 
make  substantial  investments  modernizing 
and  expanding  our  network 
infrastructures.  These  networks  -  built  by 
Deustche  Telekom  and  our  partners  in 
Germany,  Europe  and  around  the  world  — 
make  us  a  global  leader  in  this  field.  And 
with  infrastructures  already  in  place,  we 
are  able  to  offer  more  and  more 
innovative  multimedia  products  at 
competitive  prices.  Existing  networks,  of 
this  range  and  quality,  are  the  most 
important  advantage  we  have  in 
introducing  products  to  new  markets  — 
and  in  competing  on  a  global  scale. 

State-of-the-art  network  platforms 

Deutsche  Telekom  offers  the  most 
concentrated  optical  fiber  networks,  the 
most  digital  subscriber  lines,  and  by  far 
the  most  proven  ISDN  network -a 
standard  we  were  instrumental  in 
developing.  We  also  helped  pioneer  the 
first  nationwide  ATM  network,  as  well  as  a 
digital  wireless  network  using  the  GSM 
standard.  Other  highlights  include  our 
high-performance  network  in  Germany, 
with  its  7,500  miles  of  fiber-optic  cables 
providing  2.5  Gbps  transfer  rates  between 
major  economic  centers.  And  with 
ownership  interests  in  75  undersea  cable 
systems  around  the  world,  we  are  also  at 
the  forefront  of  progress  in  transoceanic 
global  networks. 


Toward  a  fully  computerized 
broadband  infrastructure 

Our  aggressive  program  of  network 
expansion  includes  the  linking  of  fixed 
and  wireless  networks,  as  well  as  the 
introduction  of  new  gigabit  transmission 
methods  in  optical  fibers.  We  are 
transforming  our  telephone  network  using 
DSL  technology  to  create  a  broadband 
on-ramp  to  the  global  information 
superhighway.  Ultimately,  the  full 
integration  of  information  technology  into 
our  networks  will  allow  us  to  offer  the 
most  intelligent  and  innovative  service  in 
the  world  based  on  a  universal 
broadband  infrastructure.  With  this 
strategy,  Deutsche  Telekom  is  focused  on 
tomorrow's  key  growth  markets. 

To  find  out  more  about  the  engineering 
behind  some  of  the  world's  best 
networks,  contact  us. 

1-877-FOR-DTNA 
1-877-367-3862 

www.telekom.de/international 

Deutsche  Telekom 
North  America 
280  Park  Avenue 
26th  Floor 
New  York,  NY  10017 
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561 
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814 
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242 
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321 
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Network  Appliance 
Network  Solutions 


New  Century  Energies 
New  York  Times 


Newell  Rubbermaid 
Nextel  Communications 

Nextel  Partners 
Nextlink  Communications 


Niagara  Mohawk  Holdings 
NIKE 

Niku 
NiSource 

Noble  Drilling 
Nordstrom 


Norfolk  Southern 

North  Fork  Bancorporation 

Northeast  Utilities 
Northern  States  Power 

Northern  Trust 
Northrop  Grumman 

Northwest  Airlines 
Northwestern 


Novell 

Novellus  Systems 

NStar1 
NIL 

Nucor 

Occidental  Perroleun 

Office  Depot 

OfficeMax 


Old  Kent  Financial 
Old  National  Bancorp 

Old  Republic  International 
Omnicom  Group 

One  Valley  Bancorp 
OpenTV 

Oracle 
Owens  &  Minor 

Owens  Corning 
Owens-Illinois 

Oxford  Health  Plans 
Paccar 


Pacific  Century  Financial 
PacifiCare  Health  Systems 

Pactiv 
PaineWebber  Group 

Parametric  Technology 
Park  Place  Entertainment 
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470 
221 


60.1 
26.9 


494 
623 


36,073 
16,570 


35,860 
16,601 


98.1 
47.9 


3.375 
3,131 


346.6 
310.2 


8.322 
3,501 


2,904 
7,005 


8,208 
8.534 


936.2 
768.8 


6,413 
3,326 


95.4 
-1.270.0 


6,724 
18,410 


6.063 
55.995 


33 
274 


-112.4 
-558.7 


1,015 
4,597 


8,433 
16,411 


9,634 
66,077 

8,908 
20,307 


861.7 
535.0 

-29.6 
-227.1 


4.084 

8,905 

8 
3,145 

706 
5,124 

5,195 
891 

4,471 
2.869 

2,804 
8.995 

10.276 
3.004 


-11.3 
547.5 

-36.5 
160.4 


12,670 
5,778 


1,984 
7,418 


10,099 
9,741 


1,286.4 
1,161.8 


113 
6,854 


4.868 
1.823 


95.3 
202.6 

239.5 
220.4 

34.2 

224.3 


2,439 
3,062 

19,250 
12.108 

9.688 
9.768 


5,044 
3,146 

5,048 
2,545 

2,731 
2,589 


4.847 
6,811 

5,955 
4,895 

17,214 
3,455 

8,667 
9,048 


-33.8 
772.9 

246.4 
467.1 

1.206.9 
375.0 


1,169.8 
944.6 


405.0 
483.0 

300  0 
38.1 


28,708 
9.285 

10.584 
1.904 


11,626 
3,282 

1,501 
529 


5.677 
7,668 

10.537 
2,030 


1,303 
593 


206.7 
76.6 


2.019 
910 


10,336 
8,205 


9.806 
7,960 


791.0 
1,358.0 

1,192.0 
147.9 

305.0 
128.8 


1,851 
1,584 


140.5 
-732.7 


5,483 
9.369 


2.279 
14,878 


5,466 
22,799 


451.4 
399.1 


4,009 
7.610 

10,263 
4,843 

1,707 
556 

2,102 
5,131 

514 
24 

9.699 
3,186 

5.048 
5,553 

4,198 
9,021 


244.6 
568.0 

257.6 
10.0 

252.5 
86.8 

2268 
362.9 

80.8 
-90.4 

1,946.8 
28.0 

270.0 
299.1 

319.9 

583.6 


3.730 
14.125 

4.276 
2.275 

17,970 
6,983 

6,938 
7,462 

6.583 
240 

7.349 
865 

6.494 
10,756 


4.184 
6.419 

3.439 
704 

2.972 
1,136 

1,352 
14,854 

936 

8.337 

230.307 
361 

811 
2,388 


1.687 
7.933 


1,204 
3.314 


4.952 
14.273 

5.589 
1,719 

4,600 
636 

3,683 
20,670 

692 
8,163 

230,832 
1,037 

5,659 
10,180 

1,630 

7.706 


1.292 
9.989 


133.0 
278.5 


14.440 
4.884 


1.304 
2.070 


1.546 
4.799 


630.7 
1,573.0 

608.4 
121.5 

486.5 
128.1 

327.5 
892.0 

148.7 
-22.5 

2.894.6 
92.6 

788.0 
1,256.3 

287.8 
1,222.1 

337.5 
556.7 


2.921 
7.828 

1.047 
3,176 


-305.0 
628.6 

99.7 
138.0 


4.588 
61,612 

1,024 
11,000 


1,326 
5.769 

8,465 
3,163 


4,316 
15,752 

8,445 
9.525 


498.0 
1.455.3 

254.3 
814.0 
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Els'  Choice 


Constellation 

Chronograph. 
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Black,Stapp«Fpost 


FINE  JEWELERS  SINCE  1810 
3333  Bristo  Street  #2413 
Costa  Mesa,  CA  92626 
800-429-1198  •  714-549-2522 
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Company 

Sales 

($mil) 

Profits 

(Stnil) 

Assets 
($mil) 

Market 
value 

($mil) 

Enterprise 
value 

($mil) 

Operating 
income 
($mil) 

Safes  Profits 

]  314      290 
9      456 

Assets 

Market 
value 

Super 
rank 

■ 
■ 

■ 
212 

482 
476 

Parker  Hannifin 
Paychex 

5,023 
688 

317.4 
176.3 

3,722 
2,470 

3,979 
12,593 

5,303 
12,253 

746.5 
277.6 

U 

■ 

345 

■ 

■ 
■ 

125 
249 

328 
556 

PE  Biosystems  Group1 
PC  Celera  Genomics  Group 

1,302 

24 

255.9 
-76.4 

1,509 
350 

23,837 

10,576 

24,282 
10,606 

241.5 
-103.8 

295 

» 

167 
275 

223 

148 

362 

■ 

197 
177 

PECO  Energy 
JC  Penney 

5,437 
32,510 

619.0 
336.0 

13,120 
20,869 

6,934 
3,638 

16,996 
14,602 

1,646.0 
2,022.0 

475 

■ 

■ 
■ 

■ 
264 

■ 
■ 

858 
569 

Pennzoil-Quaker  State 
People's  Bank 

2,989 
968 

-320.9 

112.0 

2,733 
10,738 

689 
1,061 

2,133 
976 

280.1 
212.5 

■ 
■ 

■ 
■ 

215 

■ 

■ 
373 

517 
694 

Peoples  Heritage  Financial  Group 
PeopleSoft 

1,037 
1,429 

142.4 
-177.8 

13,919 
1,688 

1.073 
6,611 

263 
6,728 

274.5 

95.5 

227 
69 

■ 
50 

347 
173 

■ 
70 

375 
54 

Pepsi  Bottling  Group 
PepsiCo 

7,505 
20,367 

118.0 
2,050.0 

7.611 
17.551 

2,972 
44,741 

8,446 
51,722 

901.0 
3.915.0 

■ 
■ 

■ 
500 

■ 
■ 

324 

■ 

629 
883 

Peregrine  Systems 
PerkinElmer2 

223 
1,363 

-10.9 
154.3 

352 
1,715 

7,903 
3,531 

7.946 
4.367 

184.8 

104 
67 

33 

■ 

151 
180 

18 
337 

48 
192 

Pfizer 
PG&E 

16,204 
20,820 

3.179.0 
-85.0 

20,574 
29.715 

134,645 
7.671 

140,214 
24,365 

4.990.0 
3,933.0 

232 
464 

133 

■ 

268 
327 

108 

■ 

133 
591 

Pharmacia  &  Upjohn 
Phelps  Dodge 

7,253 
3.114 

803.0 
-254.3 

10.698 
8.229 

26,936 
3,789 

29.516 
7,628 

1,547.0 
468.9 

9 
122 

8 
172 

58 
196 

72 
258 

20 
136 

Philip  Morris  Cos 
Phillips  Petroleum 

61,751 
13,571 

7.675.0 
609.0 

61,381 
15,201 

44,121 
10,088 

75.638 
18,620 

15.192.0 
2,299.0 

■ 
■ 

■ 
299 

■ 
387 

195 

■ 

493 
484 

Phone.com 
Pinnacle  West  Capital 

32 

2.423 

-37.4 
307.8 

763 

6,609 

13,827 
2,221 

13,389 
6,090 

995.7 

347 
369 

158 

■ 

329 

■ 

219 

■ 

198 
687 

Pitney  Bowes 
Pittston3 

4,433 
4.089 

636.2 
34.7 

8.223 
2.469 

12.209 
790 

18,223 
1,960 

1.526.4      J 
235.3     1 

463 

■ 

■ 
■ 

■ 
■ 

■ 
384 

837 
711 

Plains  Resources 
Plug  Power 

3,115 
11 

-50.8 

-33.5 

1,557 
216 

258 
6,440 

1,703 
6,283 

122.5      ' 

■ 
■ 

■ 
415 

■ 
■ 

88 

■ 

389 
756 

PMC-Sierra 
PMI  Group 

262 
670 

90.0 
204.5 

342 
2,102 

33,704 
1,517 

33.620 
698 

ii9.7    ; 

319.4 

219 

■ 

83 

342 

42 
118 

238 

■ 

96 
320 

PNC  Financial  Services  Group 
Popular 

7.666 
2.225 

1.264.0 
257.6 

75.413 
25,461 

10.962 

2,611 

22,218 
3,344 

2.412.0      ' 
563.8 

■ 

■ 
362 

■ 
371 

217 

■ 

523 
538 

Portal  Software 
Potomac  Electric  Power 

103 
2,476 

-7.6 
247.1 

266 
6,911 

12,286 
2.341 

12,142 
7,221 

-5.6 
848.5 

216 
335 

187 
212 

308 
255 

314 

■ 

194 
276 

PPG  Industries 
PPL 

7.757 
4.590 

568.0 
478.0 

8.914 
11.174 

8.125 
2.766 

12,677 
10.628 

1.441.0 
1,188.0 

333 

■ 

230 
371 

345 

■ 

440 

■ 

289 
690 

Praxair 

T  Rowe  Price  Associates 

4.639 
1.036 

441.0 
239.4 

7.722 
998 

5,358 
3,851 

9.986 
3,720 

1,199.0 
447.4 

■ 
18 

■ 
26 

■ 
85 

194 
38 

490 
26 

Priceline.com 
Proctor  &  Gamble 

482 
39,188 

-1,055.1 
3.727.0 

442 
36,001 

13.837 
70.555 

13,743 
89.400 

-1.058.5 
8.619.0 

274 

■ 

312 

■ 

283 
226 

■ 
■ 

295 
532 

Progressive 
Protective  Life 

6.119 
1.534 

295.2 
153.1 

9.705 
12,994 

3,637 
1,403 

4,152 
5.196 

555.2 
290.7 

■ 
■ 

■ 
■ 

■ 
464 

455 

■ 

822 
839 

Protein  Design  Labs 
Provident  Bankshares 

36 
413 

-10.3 
44.2 

183 
5.094 

5.167 
408 

5,048 
-352 

-6.8 
135.0 

■ 
375 

■ 
193 

281 
211 

■ 
277 

584 
199 

Provident  Financial  Group 
Providian  Financial 

944 
4,037 

146.4 
550.3 

9.723 
14,341 

1,378 
9.234 

1.262 
20.198 

345.1 
1.044.4 

■ 
258 

■ 
143 

■ 
155 

352 
427 

665 
186 

PSINet 

Public  Service  Enterprise  Group 

555 
6.497 

-416.2 
723.0 

4,492 
19.015 

7.264 
5.654 

9.549 
18.283 

-242  1 

2.465.0  1 

■ 
103 

445 

456 

461 

■ 

■ 
■ 

739 
673 

Puget  Sound  Energy 
Pulte 

2.067 
3,728 

185.6 
178.2 

5.146 
2,597 

1.693 
686 

5,039 
2.081 

595.0 
319.4 

■  ■: 
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\a,  Jaiion  value  of  preferred  and  all  debt,  minus  cash  and  equivalents 
V  EG&G.  formerly  Pittston  Brink's  Group. 
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Corporate  Vice  President,  Operations  Support, 
Supply  Chain  Management 
Honeywell  International 
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When  Richard  Jones  decided  to  become  a  global  manager,  he  decided  to  become  a  Thunderbird. 
Because  Thunderbird,  the  world's  leading  school  of  global  management,  is  a  unique,  multicultural 
community  of  students  and  faculty.  With  a  curriculum  that  includes  language  and  international  studies 
as  well  as  business.  And  a  support  network  of  31,000  alumni  in  130  countries.  To  really  learn  the 
language  of  business,  visj,t  www.t-bird.edu 


1...they  teach  Language  and  internati 
studies  as  well  as  business. 


THUNDERBIRD 


thf.  American  Graduate  Schooi 

of  International  Management 
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______ 

Market 
value 

Super 
rank 

■ 

■ 

■ 

207 

503 

-Logic 

178 

49.0 

239 

13,136 

13,039 

72.2 

326 

224 

■ 

396 

313 

Quaker  Oats 

4.725 

455.0 

2,596 

6,204 

7,839 

808.5 

3S3 

470 

30 

224 

Qualcomm 

4.116 

329.5 

4,985 

96.409 

97,150 

762.3 

■ 

448 

■ 

■ 

809 

Quantum-DSS  Group 

1,444 

181.2 

1,076 

1,895 

2,081 

430.5 

434 

■ 

■ 

■ 

787 

Quantum-HDD  Group 

3,328 

-122.8 

1,339 

742 

947 

-102.7 

■ 

■ 

■ 

321 

624 

Quest  Software 

71 

3.4 

99 

7,958 

7,944 

6.6 

385 

222 

258 

79 

174 

Qwest  Communications  International 

3,928 

458.5 

11,058 

39,721 

43,034 

759.2   j 

318 

181 

442 

347 

268 

Ralston  Purina 

4.843 

571.1 

5,511 

7,376 

10,914 

1,056.1 

■ 

■ 

■ 

259 

565 

Rambus 

45 

9.1 

113 

10,016 

10,044 

13.1 

■ 

■ 

476 

■ 

859 

R&B  Falcon 

919 

-67.8 

4,916 

3,354 

6.354 

237.8 

■ 

■ 

■ 

332 

639 

Rational  Software 

517 

80.5 

578 

7,715 

7,592 

119.9 
178.2 

■ 

■ 

431 

■ 

784 

Raymond  James  Financial 

1,352 

94.4 

5,759 

873 

3,973 

75 

223 

108 

408 

149 

Raytheon 

19,841 

457.0 

28,110 

6,013 

21,520 

2.251.0 

■ 

■ 

■ 

459 

829 

RCN 

336 

-354.6 

3,213 

5,114 

6,112 

-72.2 

■ 

487 

■ 

■ 

879 

Reader's  Digest  Association 

2,499 

163.0 

2,106 

3,526 

4,532 

299.5 

■ 

■ 

■ 

221 

526 

RealNetworks 

131 

6.9 

411 

12,146 

11,882 

6.9 

■ 

■ 

■ 

242 

547 

Red  Hat 

39 

-14.8 

110 

10,789 

10.781 

-12.5 

■ 

■ 

■ 

167 

467 

Redback  Networks 

64 

-7.9 

95 

16,663 

16,835 

-3.5 

484 

■ 

■ 

■ 

873 

Reebok  International 

2.900 

11.0 

1,564 

508 

1,424 

187.4 
959.1 

424 

197 

68 

■ 

238 

Regions  Financial 

3,392 

525.4 

42.714 

4,229 

5,240 

■ 

■ 

460 

■ 

832 

Reinsurance  Group  of  America 

1.607 

40.9 

5,180 

773 

1,677 

105.1 

455 

■ 

205 

■ 

457 

Reliance  Group  Holdings 

3.153 

-252.7 

14,646 

395 

10,123 

-441.4 

108 

62 

116 

397 

118 

Reliant  Energy 

15,303 

1.665.3 

26,221 

6,197 

20,901 

2,151.6 

468 

350 

120 

■ 

312 

RcliaStar  Financial 

3,037 

253.6 

24,927 

2,265 

7.501 

466.2 

■ 

422 

■ 

■ 

768 

Republic  Services 

1,839 

200.8 

3,276 

1,919 

3,551 

553.8 

320 

■ 

417 

■ 

542 

Reynolds  Metals 

4.796 

124.0 

5.950 

3,741 

6.192 

507.0 

■ 

■ 

■ 

203 

498 

RF  Micro  Devices 

261 

45.4 

330 

13,303 

13.280 

75.6 

■ 

■ 

426 

■ 

775 

Riggs  National 

441 

36.7 

5,830 

338 

-418 

99.6 

120 

■ 

267 

■ 

304 

Rite  Aid 

13.819 

NA 

10.716 

1.586 

9,198 

NA 

225 

38 

209 

■ 

184 

RJ  Reynolds  Tobacco  Holdings 

7.567 

2,593.0 

14,377 

1,815 

6,879 

1.368.0 

496 

■ 

■ 

■ 

889 

Roadway  Express 

2.813 

45.8 

831 

381 

663 

123.0 

238 

173 

393 

343 

227 

Rockwell  International 

7.095 

605.0 

6.515 

7,448 

10,069 

1,278.0 

300 

361 

254 

330 

253 

Rohm  and  Haas 

5,339 

249.0 

11.253 

7,788 

13,203 

1,220.0 

■ 

■ 

344 

■ 

656 

Roslyn  Bancorp 

554 

23.9 

7,725 

1,105 

494 

166.6 

■ 

446 

■ 

■ 

905 

baueuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuul 
RSA  Security 

218 

183.8 

1,512 

3,468 

2,985 

28.4 

317 

237 

430 

■ 

332 

Rydor  System 

4,952 

424.1 

5,770 

1,117 

5.284 

941.4 

■ 

■ 

■ 

456 

825 

SI  Corp 

93 

-125.1 

121 

5,127 

5,132 

-103 

■ 

277 

■ 

390 

476 

Sabre  Holdings 

2.435 

332.0 

1,785 

6,183 

6.254 

649.2 

253 

352 

96 

■ 

244 

Safeco 

6,717 

252.9 

30.573 

2,369 

8.556 

628.0 

479 

■ 

■ 

271 

556 

Safeguard  Scientific: 

2.953 

123.5 

1.500 

9.497 

10,197 

35.9 

40 

112 

204 

162 

84 

Safeway 

28,860 

9709 

14,900 

17.307 

26,953 

2.693.5 

224 

126 

75 

454 

168 

St  Paul  Cos 

7.569 

8643 

38.873 

5,170 

11,219 

902.4 

270 

426 

465 

■ 

457 

Saks 

6.244 

198.9 

5,090 

1,857 

4,588 

503.2 

■ 

■ 

■ 

336 

646 

SauDitk 

247 

26.7 

658 

7.676 

7,302 

37.2 

-  i 

■ 

■ 

■ 

317 

619 

Sanmina 

1.399 

130  4 

1.299 

8.086 

8.362 

247.2 

■ 

■ 

■ 

377 

702 

Sapient 

277 

30.3 

343 

6.556 

6.396 

56.1 

72 

88 

248 

208 

103 

Sara  Lee 

20,146 

1.178.0 

11,418 

12,938 

21.608 

2.257.0 

11 

39 

15 

10 

SBC  Corntwatcatieits 

49,489 

6.573.0 

83.215 

142.632 

185.135 

20.151.0 
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See  the  World  Differently.  Fly  Like  an  Eagle'. 


You  only  have 
two  hands.  But 
it's  amazing  what 
they  can  reach. 

Once  you  set  a  goal  for  your 
business,  you  know  you'll  find  a 
way  to  succeed.  Global  business  is 
a  perfect  example. 

More  and  more,  businesses  are 
finding  a  way  to  expand  internationally. 
How?  With  the  help  of  Global  Delivery 
Services'"  from  the  United  States  Postal 
Service.  You  don't  have  a  single  dollar 
—or  moment— to  waste.  We  offer  a 
wide  range  of  reliable,  cost-effective 
solutions,  including  Global  Priority  Mail™ 
Express  Mail  International  Service'," 
Airmail  and  volume  business  services. 
And  we  can  support  your  complete 
business  cycle— from  acquiring  to 
servicing  to  retaining  customers. 

You  can  also  count  on  our 
substantial  knowledge  and  commitment, 
built  through  years  of  teaming  up  with 
businesses  like  yours.  Together 
we'll  find  a  way  to  put  the  world 

at  your  fingertips.  To  find  out  more 
about  Global  Delivery  Services,  send  for 
our  Global  Delivery  Solutions  Kit"  Simply 
call  1-800-THE-USPS,  ext.  GD2151. 


jj  UNITED  STATES 
POSTAL  SERVICE 

www.  uspsglobal.  com 
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■ 

453 

416 

■ 

685 

Scana 

1.650 

179.0 

6,011 

2,402 

5,846 

615.0 

!  176 

47 

294 

54 

92 

Schering-Plough 

9,176 

2,110.0 

9,375 

54,795 

56,418 

3,015.0 

51'3 

101 

75 

117 

Charles  Schwab 

4.713 

588.9 

29.299 

43,006 

59,486 

1,152.1 

481 

■ 

370 

383 

SCI  Systems 

7,225 

165.2 

2,927 

6,658 

8,125 

401.7 

■ 

■ 

■ 

295 

595 

Scient 

99 

-24.4 

135 

8,545 

8,510 

"9-1 

■ 

■ 

■ 

244 

548 

Scientific-Atlanta 

1,397 

126.8 

1,196 

10,708 

10,621 

175.Z 

■ 

■ 

■ 

183 

482 

SDL 

187 

25.2 

461 

15,269 

14,991 

44.5 

250 

102 

386 

193 

171 

Seagate  Technology 

6,775 

1,044.6 

6,629 

13.922 

15.802 

989.0 

492 

408 

■ 

■ 

730 

Sealed  Air 

2.840 

211.5 

3,956 

3,737 

7,037 

676.8 

15 

71 

86 

252 

63 

Sears,  Roebuck 

41,071 

1.453.0 

35,876 

10.488 

15,912 

5.506.0 

■ 

■ 

■ 

466 

845 

Selectica 

11 

-15.2 

27 

4,880 

4,874 

-14.2 

299 

249 

253 

■ 

275 

Sempra  Energy 

5.374 

394.0 

11.270 

3,514 

9,958 

1,632.0 

■ 

■ 

■ 

345 

659 

Sepracor 

23 

-183.1 

407 

7,439 

7,665 

-162.4 

436 

■ 

202 

■ 

436 

Service  Corp  International 

3.322 

-34.3 

14,972 

952 

6,480 

784.7 

286 

462 

■ 

■ 

550 

ServiceMaster 

5,704 

173.6 

3,870 

3,707 

6.190 

606.7    • 

235 

■ 

■ 

■ 

539 

7-Eleven1 

7,188 

78.8 

2,686 

1,435 

4,271 

1,047.3 

368 

382 

■ 

■ 

556 

Shaw  Industries 

4,108 

228.0 

2,292 

1,501 

2.853 

544,0 

316 

300 

■ 

■ 

411 

Sherwin-Williams 

5,003 

303.9 

4.052 

3.138 

4,934 

730.4 

387 

■ 

■ 

■ 

715 

ShopKo  Stores 

3,898 

106.0 

2,083 

525 

1.887 

249.0 

■ 

■ 

■ 

93 

393 

Siebel  Systems 

791 

122.1 

1.227 

31.695 

31,584 

205.3 

■ 

■ 

452 

■ 

816 

Sierra  Pacific  Resources 

1.309 

69.7 

5,265 

1,088 

4.587 

283.9 

■ 

468 

■ 

■ 

848 

Sigma-Aldrich 

1.038 

172.3 

1.432 

2,011 

2,073 

274.5 

■ 

■ 

■ 

482 

871 

Silknet  Software 

22 

-12.9 

61 

4.666 

4.628 

-13.5 

■ 

■ 

334 

■ 

642 

Sky  Financial  Group 

698 

71.2 

8.064 

1,123 

534 

177.3 

441 

203 

62 

484 

236 

SLM  Holding 

3.259 

500.8 

44.025 

4.649 

38.669 

1104  0 

322 

■ 

■ 

■ 

626 

Smithf  icld  Foods 

4.749 

73.4 

3.042 

884 

2,631 

281.9 

236 

473 

279 

■ 

335 

Smurfit-Stone  Container 

7.151 

169.0 

9,859 

3,205 

10.299 

877.0  1 

337 

■ 

■ 

■ 

649 



Sodexho  Marriott  Services 

4.581 

55.0 

1.445 

691 

2,425 

270.0 

■ 

■ 

■ 

412 

752 

Software.com 

45 

-10.5 

104 

5,926 

5,877 

-6.8 

160 

254 

419 

136 

181 

Solectron 

10.173 

377.9 

5.922 

21,484 

22,521 

749.5 

494 

414 

■ 

■ 

743 

Solutia 

2,830 

206.0 

3.782 

1.300 

3,410 

445.0 

428 

■ 

■ 

■ 

780 

Sonic  Automotive 

3.351 

44.7 

910 

397 

930 

127.5 

■ 

441 

■ 

■ 

801 

Sonoco  Products 

2,547 

187.8 

2.297 

1.860 

3.182 

479.1 

■ 

407 

■ 

■ 

743 

Southdown 

1.272 

212.4 

1,431 

1.849 

2,307 

401.9 

147 

82 

79 

198 

81 

Southern  Co 

11.585 

1,276.0 

38.396 

13,702 

41,303 

4,400.0 

429 

226 

67 

■ 

248 

SouthTrust 

3,350 

443.2 

43,263 

3,603 

9,895 

837.5 

324 

213 

434 

275 

254 

Southwest  Airlines 

4.736 

474.4 

5.652 

9.333 

11,408 

1,059.2 

■ 

■ 

461 

■ 

870 

Southwest  Securities  Group 

394 

34.3 

4.818 

539 

4.958 

55.6 

■ 

432 

113 

■ 

364 

Sovereign  Bancorp 

1.651 

193.7 

26.587 

1.592 

5,490 

421.8 

446 

■ 

■ 

■ 

608 

Spiegel 

3,210 

85.3 

2,242 

1.096 

2,373 

298.5 

98 

63 

138 

56 

53 

Sprint  FON 

17,016 

1,606.0 

21.803 

53,759 

63,422 

5,059.0 

452 

■ 

169 

55 

232 

Sprint  PCS 

3,180 

-2.481.0 

17,924 

54.365 

69,339 

-1,714.0 

■ 

■ 

425 

■ 

773 

StanCorp  Financial  Group 

1.235 

84.4 

5.857 

836 

3,110 

148.5 

186 

291 

■ 

284 

259 

Staples 

8,937 

315.0 

3,846 

8.873 

10,717 

707.6 

■ 

■ 

■ 

379 

705 

Starbucks 

1801 

1097 

1.325 

6,539 

6.695 

285.0 

330 

166 

51 

241 

144 

State  Street 

4.692 

619.0 

60.896 

10.792 

-17,808 

916.6 

442 

■ 

■ 

743 

-    —   ■ 

Steolcase 

3.083 

187.5 

2,974 

1,819 

2.885 

429.4 

« 

m 

■ 

453 

819 

Stryker 

2,104 

19.4 

2.580 

5.181 

6,958 

329.3 

UH 
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ANNOUNCING  A  DAILY  DOUBLE 
THAT'S  A  SURE  THING. 


REGISTER  FOR  THE  MARRIOTT/VISA  DAILY  DOUBLE  AND  START  EARNING 
DOUBLE  POINTS  TOWARD  FREE  VACATIONS  TWICE  AS  FAST. 


Staying  at  Marriott  and  Renaissance  hotels  is  always  rewarding.  And 
now  it's  twice  as  rewarding.  Because  from  April  1  to  June  30,  Marriott 
Rewards*  members  earn  double  points.  Just  call  1-800-442-9929 
or  click  on  marriottrewards.com  and  register  for  the  Marriott/Visa 
Daily  Double.  (By  the  way,  current  members  will  also  need  to  call.) 


Then,  after  paying  for  your  first  Marriott  or  Renaissance  stay  with 
your  Visa"  card,  every  subsequent  Visa-paid  stay  earns  double  points* 
All  of  which  adds  up  to  getting  free  rooms  at  more  than  400  exciting 
Marriott  and  Renaissance  hotels  around  the  world  and  all  the  other 
goodies  from  Marriott  Rewards  in  double  time.  (Talk  about  a  sure  thing.) 


VISA 


A   &  m 


tf^amott 

REWARDS. 

Easily  the  most  rewarding  way  to  travel." 


©  Harriott,      0k  renaissance. 


HOTELS    RESORTS   SUITES 


HOTELS  -  RESORTS  •  SUITES 


*Doub(e  credit  begins  with  the  second  hotel  stay  maoc  tone  30,  2000.  and  applies  to  all  points  earned  during  that  stay  and  subsequent  stays  paid  for  with  Visa  Club  Marquis  members  may  earn  additional  bonus  points, 

but  such  points  are  not  doubled.  Bonus  points  earned  using  the  Marriott  Rewards  Visa  card  will  not  be  doubled.  Offer  not  applicable  to  members  electing  to  earn  airline  miles  This  offer  is  void  to  Visa  cardholder  in  Germany,  Austria  and  8elgium 
Allow  4-6  weeks  for  double  points  to  appear  on  Ma.-  rii  ement  All  Mamott  Rewards  program  terms  and  conditions  appty  ©2000  Marrtott  international 
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343 

■ 

■ 

■ 

655 

Suiza  Foods 

4,482 

108.8 

2,659 

1,242 

3,248 

405.5 

■ 

227 

82 

■ 

281 

Summit  Bancorp 

2,753 

442.6 

36,379 

3,960 

6,266 

978.2 

247 

12 

74 

San  Microsystems 

13.150 

1,281.9 

11,436 

164,543 

164,927 

2,525.1 

it 

454 

■ 

457 

Sumco 

8,306 

97.0 

5,196 

2,516 

5,310 

331.0 

222 

95 

31 

189 

86 

SunTrust  Banks 

7,620 

1,124.0 

95,390 

14,608 

18.175 

2,238.1 

81 

388 

382 

■ 

298 

Supervalu 

18,998 

225.2 

6.696 

2,016 

6,714 

706.3 

■ 

■ 

■ 

78 

379 

Sycamore  Networks 

60 

-22.6 

345 

40,150 

40,049 

-14.9 

■ 

486 

■ 

475 

832 

, 

Symantec 

„ ! 

728 

163.3 

792 

4.800 

4,627 

159.8 

■ 

■ 

■ 

288 

588 

Symbol  Technologies 

1.139 

116.4 

1.048 

8,801 

9,103 

243.1 

■ 

479 

■ 

■ 

865 

Synopsys 

843 

166.1 

1,178 

3,036 

2.670 

277.5 

■ 

387 

232 

■ 

415 

Synovus  Financial 

1,628 

225.3 

'     12,547 

4,213 

3,981 

433.4 

88 

248 

■ 

269 

213 

Sysco 

18.292 

397.0 

4.418 

9.509 

12,330 

936.2 

362 

309 

■ 

339 

344 

Tandy 

4.126 

297.9 

2,142 

7,604 

8.757 

587.5 

31 

87 

175 

184 

58 

Target1 

33.702 

1.185.0 

17.143 

27.715 

39.044 

3,183.0 

■ 

480 

269 

■ 

553 

TCF  Financial 

1,053 

166.0 

10.662 

1,546 

2,863 

447.5 

■ 

■ 

240 

341 

381 

TO  Waterkonse  Group 

1,127 

134.3 

11.842 

7,481 

16,328 

303.6 

99 

■ 

■ 

■ 

398 

Tech  Data 

16.992 

1275 

4,124 

1.232 

4310 

329.7 

■ 

444 

491 

■ 

787 

TECO  Energy 

1,983 

186.1 

4.690 

2,257 

5,240 

664.9 

■ 

381 

449 

382 

506 

Telephone  &  Data  Systems 

1,963 

230.0 

5.376 

6.480 

9,147 

723.7 

■ 

■ 

■ 

465 

842 

Teligent 

31 

-528.9 

1.132 

4,924 

5,366 

-385.7 

■ 

190 

■ 

131 

284 

Tellabs 

2,319 

559.1 

2.353 

23,073 

22,391 

832.4 

405 

■ 

187 

■ 

391 

Temple-Inland 

3.682 

99.2 

16.186 

2.446 

8,276 

609.5 

149 

359 

222 

383 

215 

Tenet  Healthcare 

11.417 

250.0 

13,275 

6.453 

14.431 

1,868.0 

440 

■ 

■ 

■ 

880 

Tonnoco  Automotive 

3,279 

-63.0 

2.943 

248 

2,571 

279.0 

■ 

436 

■ 

184 

417 

Teradyne 

1.791 

1912 

1.565 

15,254 

15.419 

344.6 

■ 

■ 

■ 

420 

765 

Terayon  Communication  Systems 

97 

-64.1 

301 

5,814 

5,732 

-15.8 

■ 

484 

■ 

■ 

839 

Terex 

1,857 

172.9 

2,178 

330 

1,875 

210.5 

472 

■ 

■ 

■ 

853 

Tosoro  Pcrrelenm 

3.000 

75.0 

1.487 

323 

1,143 

167.1 

27 

99 

184 

110 

58 

Texaco 

34.975 

1.177.0 

28,972 

26.516 

40,463 

3.193.0 

173 

74 

200 

13 

78 

Texas  Instruments 

9.468 

1.406.0 

15,028 

148,425 

150,482 

2,682.0 

97 

111 

73 

348 

185 

Toxas  Utilities 

17.118 

985.0 

40,729 

7.359 

37,232 

4,042.0 

148 

45 

185 

333 

126 

Textron 

11.579 

2,269.0 

16.393 

7,708 

17,449 

1,702.0 

■ 

■ 

459 

■ 

829 

Thermo  Electron 

2.471 

-176.0 

5,183 

4,039 

5,985 

362.2 

287 

207 

471 

126 

209 

3Com 

5.689 

492.1 

4,980 

23,601 

23,051 

855.7 

■ 

■ 

■ 

117 

412 

Tibce  Software 

96 

-19.5 

180 

25,043 

24,995 

-6.9 

■ 

■ 

■ 

472 

853 

Tiffany 

1.462 

145.7 

1,344 

4,847 

5.160 

291.9 

43 

52 

55 

26 

28 

Time  Warner 

27.333 

1.960.0 

51,239 

109,395 

146,108 

8,401.0 

469 

340 

■ 

■ 

609 

Times  Mirror 

3.029 

258.1 

3,897 

2.864 

6.380 

615.5 

190 

196 

■ 

492 

299 

TJX  Cos 

8.795 

526.8 

2,805 

4.573 

5,887 

1,021.7 

■ 

■ 

311 

612 

TMP  Worldwide 

722 

-13.6 

884 

8,181 

8,720 

96.5 

■ 

337 

238 

■ 

377 

Torch  mark 

2.227 

258.9 

12.132 

2.483 

3,514 

463  6 

115 

229 

408 

■ 

255 

Tosco 

14.362 

441.7 

6.212 

4.048 

7,690 

953.6 

._ 

142 

319 

298 

■ 

258 

Toys  R  Us 

11.862 

279.0 

9.224 

2,775 

8.021 

791.0 

437 

■ 

■ 

■ 

793 

Ttans  World  Airlines 

3.308 

-352.5 

2.137 

150 

1,937 

-31.3 

■ 

443 

444 

■ 

714 

Transatlantic  Holdings 

1.798 

187.4 

5.480 

2,401 

2.904 

236,2 

351 

■ 

■ 

■ 

664 

TransMontaigno 

4.315 

-42.0 

878 

157 

839 

31.4 

70 

318 

■hi 

215 

TrlbtJM 

3.222 

1,483.1 

8.798 

8,843 

12.384 

992.6 

II 

a 

100 

Tricon  dotal  Restaurants 

7.822 

627.0 

3.961 

4,113 

7.672 

1,677.0 
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Now  there's  a 


tffm 


that  understands  you  better.  Someone 


i 


friendlier  way  of  doing  things.  See  how 


it  feels  to  be  treated  like  a 


• 


•  It 


Money  Market 
Account 


5.58 


D/o 


APY 


based  on  $25,000  minimum  balance 


introducing  State  Farm  Bank' 


It's  the  only  bank  backed  by  the  company  built  on  Good  Neighbor  service.  And  that  means  a  bank  with 
great  products,  competitive  rates  and  convenient  Internet  and  phone  access  -  24  hours  a  day. 
find  out  how  you  can  Bank  with  a  Good  Neighbor™  visit  statefarm.com™  or  call  toll-free  1-877-SF4-BANK. 


STATE    FARM 


INSURANCE 


■%  Federal  Savings 

BanK 


lember 

DIC 


EQUAL  HOUSING 

LENDER 


Annual  Percentage  Yield  for  balances  of  $25,000  or  more  is  5.58%  APY  for  balances  between  $5,000  and  $24,999 
is  5.37%;  APY  for  balances  between  $1,000  and  $4,999  is  4  84%,  APY  for  balances  between  $100  and  $999  is 
4  42%;  no  interest  earned  for  balances  below  $100   Rates  subject  to  change  without  notification    Fees  could 
reduce  the  earnings  on  accounts   Minimum  opening  deposit  of  $1,000  is  required   Available  in  the  U.S.  only. 
STATE    FARM    BANK    •    HOME    OFFICE:    BLOOMINCTON, ILLINOIS 
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Sales 
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Assets 

Market 
value 

Enterprise 
value 

Operating 

Marker 

Super 

income 

PtOtitS 

«SS3t3 

value 

rank 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

(Smil) 

(Smil) 

487 

466 

■ 

■ 

816 

Trinity  Industries 

2,869 

172.5 

1.640 

780 

1,369 

367.9 

a 

0 

379 

■ 

705 

Trustmark 

550 

98.0 

6,743 

1,084 

2.154 

170.4 

:  100 

216 

163 

378 

160 

TRW 

16.969 

468.8 

18,266 

6,548 

19,889 

1,986.4 

■ 

■ 

■ 

156 

455 

TV  Guide 

1,135 

4.7 

3,324 

17,840 

19,521 

222.9 

230 

380 

468 

■ 

378 

Tyson !  oods 

7,317 

231.3 

5.031 

2,122 

4,897 

857.3 

129 

98 

131 

87 

66 

US  West 

13,182 

1,102.0 

23,216 

35,708 

53,937 

5.704.0 

93 

85 

147 

■ 

152 

UAL 

18.027 

1,238.0 

20.963 

2,350 

14,922 

2,258.0 

151 

463 

474 

■ 

388 

Ultramar  Diamond  Shamrock 

11,075 

173.2 

4,936 

2,106 

5.081 

678.1 

■ 

■ 

331 

■ 

636 

UMB  Financial 

585 

64.1 

8,131 

720 

-2,677 

118.3 

247 

174 

125 

312 

161 

Unicom 

6,848 

598.0 

24,098 

8.171 

22.450 

2.939.0 

279 

294 

336 

389 

273 

Union  Carbide 

5,870 

311.0 

7,957 

6,392 

10,049 

850.0 

150 

132 

99 

291 

114 

Union  Pacific 

11,273 

810.0 

29,888 

8.688 

28.039 

2,950.0 

■ 

392 

410 

■ 

602 

Union  Pacific  Resources  Group 

1.728 

222.4 

6.147 

2,834 

7.419 

974.9 

497 

243 

92 

■ 

286 

Union  Planters 

2,811 

410.0 

33.280 

3,494 

889 

852.7 

■ 

228 

89 

473 

269 

UnionBanCal 

2,749 

441.7 

33,686 

4,842 

2,751 

845.5 

226 

198 

423 

303 

228 

Unisys 

7,545 

522.8 

5,890 

8.366 

12.891 

1,225.9 

376 

■ 

■ 

■ 

700 

United  Auto  Group 

4,023 

26.8 

1.218 

166 

862 

122.8 

■ 

■ 

467 

■ 

847 

United  Bankshares 

405 

70.2 

5.069 

743 

753 

115.8 

44 

120 

132 

44 

52 

United  Parcel  Service 

27,052 

883.0 

23,043 

64,697 

68.557 

5.127.0 

202 

67 

41 

199 

82 

US  Bancorp 

8,435 

1,506.5 

81,530 

13,560 

24,776 

3,508.8 

417 

■ 

■ 

■ 

762 

US  Industries 

3,470 

138.0 

2,946 

970 

2.737 

407.0 

■ 

■ 

469 

■ 

850 

US  Trust 

671 

77.6 

5.023 

3,287 

1,891 

160.5 

423 

■ 

■ 

■ 

770 

United  Stationers 

3.393 

83.4 

1.280 

974 

1.810 

213.5 

57 

66 

123 

129 

55 

United  Technologies 

24,127 

1,531.0 

24.366 

23,171 

35,617 

2,361.0 

■ 

333 

383 

280 

338 

UnitedGlohalCom 

513 

261.7 

6.659 

9,033 

14.998 

-239.2 

78 

187 

273 

297 

155 

UnitedHealth  Group1 

19.562 

568.0 

10.273 

8,520 

12,952 

1,176.0 

■ 

420 

418 

■ 

649 

Unitrin 

1.814 

201.0 

5,935 

2,341 

3,078 

251.0 

« 

407 

■ 

■ 

■ 

743 

Universal 

3.643 

114.4 

2,060 

432 

1,790 

277.8 

■ 

■ 

■ 

264 

569 

Univision  Communications 

693 

83.5 

973 

9.805 

10.252 

267.1 

281 

■ 

306 

366 

314 

Unocal 

5.842 

137.0 

8.967 

6.793 

12,057 

1,248.0 

176 

■ 

78 

■ 

257 

UnumProvident 

9.299 

-182.9 

38,448 

2.959 

13.069 

62.9 

I 

199 

420 

346 

■ 

329 

US  Airways  Group 

8.595 

197.0 

7.685 

1,389 

5.133 

537.0 

257 

■ 

■ 

■ 

564 

US  Foodservice 

6.545 

101.2 

2.289 

2.566 

3.829 

287.6 

444 

■ 

297 

326 

373 

USA  Networks 

3.236 

-27.6 

9,253 

7,834 

13,513 

1,155.1 

409 

240 

■ 

■ 

445 

USG 

3.600 

421.0 

2.773 

1,568 

2,577 

821.0 

■ 

■ 

■ 

413 

753 

USinternefworking 

36 

-103.3 

325 

5,918 

5.997 

-n, 

■ 

215 

■ 

■ 

517 

USTInc 

1.484 

469.3 

1.016 

2,863 

3.461 

813.5 

70 

155 

189 

329 

135 

USX  Marathon 

20.239 

654.0 

15.705 

7,794 

17.584 

2,657.0 

298 

■ 

351 

■ 

445 

USX-US  Stool 

5.380 

51.0 

7,525 

1,944 

4,823 

520.0 

86 

492 

350 

■ 

309 

UtiliCorp  United 

18.622 

160.5 

7,539 

1.534 

6,717 

521.5 

■ 

■ 

■ 

437 

793 

UTStarcom 

188 

11.5 

272 

5,425 

5.444 

23.7 

211 

■ 

■ 

■ 

508 

Valero  Energy 

7.961 

14.3 

2,979 

1,603 

3.296 

208.2 

■ 

■ 

400 

■ 

731 

Valley  National  Bancorp 

475 

1063 

6.360 

1.287 

717 

198.2 
188.0 

331 

■ 

■ 

■ 

636 

Venator  Group 

4,647 

40.0 

2,515 

964 

1.891 

■ 

■ 

■ 

315 

616 

Ventro2 

31 

-48.6 

164 

8,110 

8.046 

-44.9 

■ 

■ 

■ 

120 

419 

VeriSign 

85 

4.0 

388 

24.830 

24.763 

1.6 

HI 

« 

m 

42 

363 

Veritas  Software 

596 

-503.0 

4.233 

66,168 

66,315 

210.7 

** 

■ 

* 

263 

567 

VerticalNet 

21 

-53.5 

341 

9,865 

10.013 

-32.0 

LV 
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Compaq  Home 
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Lights.  Camera.  Send. 


Want  to  record  and  send  video  e-mails?  Then  get  a  Presario  Internet  PC  that  includes 

an  Internet  video  camera^  Family,  friends,  and  acquaintances  can  view  your  video  e-mail 

without  special  software  or  a  camera.  So  call  1-800-819-9523  for  a  retailer  near  you,  or 

visit  us  at  www.compaq.com.  And  put  some  sound  and  motion  into  your  e-mail. 


Compaq  Presario  Internet  PCs  with  Logitech  QuickCam  Express  Internet  Video  Camera 
Starting  at:  $999'  after  rebate.  Monitor  and  Printer  included  ($1174  -  $175  mail-in  rebate  =  $999)* 


COMPAQ 


Prices  shown  do  not  include  applicable  sales  lax  and  shipping,  Products  and  pricing,  valid  in  the  US  only  Actual  retail  price  may  vary.  Specifications  and  prices  are  subject  to  change  or  cancellation  without  not 
Compaq  Presano  models  are  available  in  al  retail  stores  Compaq  is  not  liable  for  editorial,  pictorial,  or  typographical  errors  in  this  advertisement.  "Not  included  on  all  models  "Mail-in  rebate  from  Compaq  with  prool  of 
purchase  for  an  eligible  Compaq  Presario  PC  montor,  and  punter  Offer  valid  from  4/2/2000  until  6/24/2000  or  while  supples  last  lor  purchases  made  in  the  US  See  details  in  stores.  'Puce  includes  Presario  7470.  MV520 
monitor,  and  U300  printer.  Operating  system  installed.  Compaq,  the  Compaq  Logo,  and  Presano  are  regstered  in  the  US  Patent  and  Trademark  Office  Products  and  company  names  mentioned  herein  may  be  trademarks 
and/or  regstered  trademarks  of  other  companies  Call  Compaq  Monday-Friday,  7  00am- 1 1 :00pm  (CT)  Saturday  and  Sunday,  7 00am-7:00pm  (CT)  ©2000  Compaq  Computer  Corporation  All  rights  reserved. 
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Sales 

Profits 

Assets 

Market 
value 

Enterprise 
value 

Operating 

income 

Market  Super 

Sales  Profits 

assets 

value     rank 

Company 

($mil) 

($mil) 

($mil) 

($mil) 

(Smil) 

($mil) 

290 

260 

■ 

■      366 

VF 

5,552 

366.2 

4,015 

2,680 

4,271 

820.1 

136 

258 

121 

83       102 

Viacom 

12,859 

371.7 

24,486 

37.725 

47,378 

2,092.0 

!     *5 

450 

■       514 

Viad 

1,581 

353.7 

5.353 

1.935 

2,598 

231.4 

m 

159       457 

Vignette 

89 

-42.5 

515 

17.686 

17,361 

-21.8 

476       859 

Vishay  Intertechnology 

1,760 

83.2 

2,349 

4.780 

5,788 

333.4 

■J 

197       494 

Vitesse  Semiconductor 

310 

78.9 

560 

13,784 

13,612 

131.9 

235       539 

Vifria  Technology 

32 

-14.1 

86 

11,536 

11,498 

-,, 

171       474 

VoiceStream  Wireless 

476 

-454.7 

1.469 

16,690 

17,991 

-121.3 

369 

■       687 

Vulcan  Materials 

2,356 

239.7 

2,839 

3,897 

5,181 

565.2 

268 

107 

47 

237       110 

Wachevia 

6,288 

1,011.2 

67,353 

11,032 

18,310 

2,257.4 

2 

14 

45 

8           9 

Wal-Mart  Stores 

165,013 

5,575.0 

70,245 

214,336 

256,878 

10,839.0 

85 

156 

396 

122       137 

Walgreei 

18.646 

647.9 

6.472 

24,653 

27,073 

1,267.4 

134 

59 

246 

34         76 

Warner-Lambert 

12.929 

1,733.2 

11,442 

80,145 

83,140 

2,804.0 

■ 

■ 

403 

■       737 

Washington  Federal 

473 

113.4 

6,233 

785 

1,671 

273.9 

121 

56 

20 

220         62 

Washington  Mutual 

13,571 

1.817.1 

186,514 

12,179 

64,051 

3,587.2 

■ 

396 

■ 

495       707 

Washington  Post 

2.216 

225.8 

2,987 

4,493 

5.764 

551.3 

132 

■ 

143 

292       201 

Waste  Management  Holdings 

13.030 

-215.3 

21.425 

8,675 

23,521 

3.533.2 

■ 

■ 

■ 

393       724 

Waters 

704 

121.9 

584 

6,327 

6.593 

205.5 

■ 

454 

■ 

■       820 

Watson  Pharmaceuticals 

689 

178.9 

1,439 

3.602 

3,900 

298.9 

■ 

■ 

■ 

434       787 

Weatherf  ord  International 

1.240 

-20.9 

3,524 

5,519 

7,079 

233.5 

■ 

■ 

■ 

360       678 

WebMethods 

15 

-11.4 

39 

7,003 

6,997 

-11.3 

■ 

■ 

277 

■       582 

Webster  Financial 

738 

95.4 

9.932 

868 

879 

204.3 

228 

310 

497 

■       357 

WellPoint  Hearth  Networks 

7.485 

297.2 

4.593 

3.735 

3,390 

621.4 

65 

25 

16 

59         25 

Wells  Fargo 

21.795 

3.747.0 

218.102 

52,365 

62,577 

8,338.0 

■ 

477 

■ 

■       963 

Wendy's  International 

2.072 

166.6 

1.884 

1.855 

2,447 

389.0 

422 

■ 

■ 

■       768 

Wesco  International 

3.420 

35.1 

1.050 

383 

1.282 

152.2 

■ 

■ 

333 

■       641 

Western  Resources 

2.073 

3.8 

8,075 

1.166 

6.827 

676.4 

481 

■ 

407 

■       715 

Westvaco 

2,951 

136.2 

6,217 

2,904 

6,375 

654.6 

139 

169 

161 

214       118 

Weyerhaeuser 

12,262 

616.0 

18,339 

12.393 

21.146 

1,870.0 

156 

267 

376 

■       274 

Whirlpool 

10.511 

347.0 

6.826 

3.728 

7.646 

1.292.0 

■ 

■ 

446 

■       805 

Whitney  Holding 

416 

62.4 

5,454 

730 

831 

120.1 

■ 

■ 

■ 

387       715 

Whittman-Hart 

481 

30.3 

509 

6,410 

6,234 

58.5 

371 

335 

485 

■       487 

Willamette  Industries 

4.078 

260  5 

4.798 

3,975 

6,475 

854.0 

204 

489 

119 

137       175 

Williams  Cos 

8.364 

161.8 

25.289 

21,454 

37.930 

1,604.4    | 

■ 

■ 

359 

■       676 

Wilmington  Trust 

654 

107.3 

7.202 

1,378 

724 

198.3 

117 

■ 

■ 

■       412 

Winn-Dixie  Stores 

14.120 

118.7 

3.082 

2.293 

3.910 

431.8 

■ 

■ 

■ 

479       965 

WinStar  Communications 

446 

-638.3 

3.065 

4,711 

8.064 

-297.3 

■ 

■ 

■ 

425       773 

Wireless  Facilities 

93 

9.5 

135 

5.703 

5.707 

19.6 

■ 

409 

404 

■       613 

Wisconsin  Energy 

2.273 

209.0 

6,233 

2.036 

5.613 

778.5 

■ 

297 

■ 

357       451 

WmWrigleyJr 

2,062 

308.2 

1.548 

7.063 

7,053 

488.7 

79 

72 

105 

178         64 

Xerox 

19.228 

1.424  0 

28.814 

16.130 

36.400 

2,971.0 

■ 

400 

■ 

109       344 

Xilinx 

901 

216.6 

1,391 

26,768 

26,467 

318.1 

■ 

■ 

■ 

31       355 

Yahoo! 

589 

61.1 

1.470 

96.324 

96,298 

196.6    | 

446 

■ 

■ 

■       805 

Yellow 

3,227 

50.9 

1.326 

395 

1,160 

217.8   1 

391 

■ 

■ 

■       721 

York  International 

3.867 

76.8 

2,875 

772 

2.592 

299.5 

■ 

476 

■ 

■       859 

Young  &  Rubicam 

1.717 

167.1 

2.414 

3.037 

4.734 

279.3 

:  ■ 

431 

152 

■       393 

Zions  Bancorporation 

1.626 

194.1 

20,281 

3.191 

5,220 

457.7 
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■  Not  on  500  Htt. 

mion  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents 
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0 

WHY 
FOLLOW 
WHEN  YOU 
CAN  LEAD? 


LEADING  THE  WAV  TO  LINUX ■ 


At  A  tipa  Linux  Solutions  we  knew  that 
in  order  to  win  the  technology  race  we 
would  require  a  game  plan  that  focused 
on  strategy,  endurance,  and  most 
importantly  speed.  By  providing  the 
fastest  and  most  comprehensive  Linux 
solutions  available  we  are  putting 
distance  between  us  and  the  rest  of  the 
pack  and  putting  you  in  front 


I 


A  tipa  has  been  at  the  forefront  of  L  mux 
development  and  deployment  since  1994 
Atipa  offers  a  full  range  of  professional 
services  and  support  to  assist 
companies  down  the  stretch  Atipd 
Professional  Service  specialists  are 
available  to  provide  assistance  regarding 
business  analysis,  architecture  and 
design,  as  well  as  installation  and 
implementation. 


*f 


At  Atipa  we  take  the  steps  necessary 
to  ensure  that  your  system  goes  the 
distance  while  leaving  all  the  otheib 
behind. 


Atipa  has  everything  you  need  from 
hardware  to  software,  from  information 
to  on-site  support.  Victory  is  yours! 

Call  today  and  find  out  why 
we're  the  one  the  others  follow. 


w 


atipa.com 
800.360.4346 


I 


Ontm 


Our  search  for  the  best 
ivailable  people  led  us 
lirectly  to  Ontario/' 


n  Stark,  President  and  General  Manager,  Amex  Canada  Inc. 


Ontario's  richest  asset  is  an  educated,  motivated  and  cost-competitive  workforce. 

Alan  Stark,  President  and  General  Manager  of  Amex  Canada,  points  to  this  talent  pool  as 
pivotal  in  American  Express'  decision  to  choose  Ontario  as  the  Call  Center  model  used  to 
launch  similar  centers  worldwide.  •  All  of  the  intellectual  capital  on  this  project  stems  from 
the  Call  Center  expertise  of  Amex's  employees  in  Ontario,  including  everything  from  the 
software  development  to  Call  Center  engineering  leadership.  •  It's  yet  another  high-tech 
service  industry  where  Ontario's  knowledge  workers  excel.  Amex's  state-of-the-art  Call 
Center  and  long-standing  reputation  for  customer  service  are  just  a  couple  of  the  reasons  the 
company  was  recognized  with  a  National  Quality  Institute  Award  as  "one  of  the  best 
run  companies  in  Canada".  •  In  a  province  where  60%  of  the  workforce  have  college 
or  university  training,  progressive  corporations  like  Amex  are  finding  the  people  they 
need  to  succeed.  •  Both  KPMG  and  the  Economist  Intelligence  Unit  rank  Ontario  ahead 
of  its  key  rivals  in  the  U.S.  and  Europe  on  basic  costs.  •  Add  to  this  a  positive  climate 
and  enviable  lifestyle,  and  no  matter  what  card  you  play  -  your  odds  for  success  are  excellent. 


www.2ontario.com 

1  800  819  8701 


Ontario 

Canada 

The  Futures  Right  Here 


Us 


Wall  Street 


Higher  interest  rates  appear  to  be  having  an  impact 
on  stock  valuations.  The  median  2000  estimated 
P/E  ratio  for  the  Forbes  500s  is  14  versus  a  compa- 
rable figure  of  19  last  year.  With  takeovers  all  the 
rage  we  also  show  enterprise  multiples.  The  lower 
the  enterprise  multiple,  the  cheaper  the  company. 
Median  Forbes  500s  multiple:  II. 


Company/industry 


fOCK  PRICE 


recent 


12-month 
high       lew 


PRICEPERFORMANCE 

Latest  12  months 

price  relative 

change       to  market1 


Price/ 

EPS  Relative 

2000  Enterprise    enterprise 

estimate  multiple'      multiple1 


Abbott  Laboratories/health  care 
Abgcnix,  health  care 

Adams  Res  &  Energy/energy 
Adaptoc/computers  &  electronics 

ADC  Telecom/telecommunications 

Adalphia  Communication/entertainment  &  info 

Adobe  S> stems  /computer  software  &  services 
Advanr.c>!  fibre  Commum  telecommunications 

•■  v;i<  I  |     '.tar1  :  .<  I  ,i  H    t  clecWj  >XS 


$30.93 
179  37 

1175 
44.31 

53.75 
49.81 


$53 
207 

13 

64 

56 
87 


83.25 
79.81 

5150 


107 
89 

60 
89 


$28 
6 

6 
20 

17 
47 

23 
7 

15 
35 


-38% 
2.272 

62 
107 

151 
-13 


58 

2.201 

150 
192 

233 
80 


249 
849 

212 
95 


324 
881 

290 
181 


v«im 

NA:N 
Souk 


-es  adjusted  for  splits  performance  includes  value  of  special  distributions.  The  ending  value  of  $100  invested  in  the  stock  divided  by  the  en 

torprise  value  divided  by  operating  income.  'Company's  enterprise  multiple  divided  by  its  industry's  median  enterprise  multiple 

>  /r rernanona/  and  Market  Guide  via  FactSet  Research  Systems:  IBES  Express:  Forbes. 
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What  if  opportunity  knocks 
and  you're  not  home? 


To  find  out  how 

you  can  get 

$100 

when  you  open  a 

Fidelity  Brokerage 
Account* 

Visit  FIDELITY.COM  today. 


Fidelity 


investments' 


PowerstreetSM  now  lets  you  trade  from  virtually 
anywhere  on  your  Palm  VII™  handheld  computer. 

PowerstreetSM  gives  you  a  new  way  to  keep  on  top  of  the  market. 
Using  our  lnstantBrokerSM  technology  and  the  state-of-the-art  Palm  VII™ 
handheld  computer,  you  not  only  get  real-time  quotes  and  information, 
you  can  actually  buy  and  sell  stocks  from  virtually  anywhere  in  the  U.S. 
(Of  course,  you  can  always  still  trade  by  PC,  phone,  or  pager.) 

Visit  FIDELITY.COM/GOTO/WIRELESS  for  more  details. 


Powerstreet" 

ONLINETRADING@FIDELITY.COM 


WE  HELP  YOU  INVEST  RESPONSIBLY* 


Palm  VII  is  the  trademark  of  Palm,  Inc.  (or  its  subsidiaries),  an  independent  company  that  is  not  affiliated  with  Fidelity. 

'Offer  valid  only  for  individual  or  joint  Ultra  Service  Accounts  for  customers  establishing  a  Fidelity  Ultra  Service  Account  for  the  first  time.  Offer  is  not 
valid  for  retirement  accounts  (including  IRAs,  SIMPLE  accounts,  KEOGH  plans,  401  (k)s,  403(b)s,  etc.),  business  accounts,  trust  accounts,  college 
investment  trust  accounts,  and  accounts  managed  by  Strategic  Advisers,  Inc.  Account  must  be  established  no  later  than  4/30/2000.  Employees  of 
Fidelity,  its  affiliates,  and  members  of  their  immediate  families  and  households  are  not  eligible  for  this  offer.  Limit  one  coupon  per  household.  This 
coupon  page  must  be  submitted  with  a  printed  application.  Account  must  be  maintained  for  a  minimum  of  6  months.  Please  allow  approximately  four 
weeks  for  tne  $100  to  be  credited  to  your  new  Ultra  Service  Account.  Fidelity  reserves  the  right  to  terminate  this  offer  at  any  time.  Not  valid  in 
conjunction  with  any  other  special  offer 

The  minimum  initial  deposit  to  establish  a  Fidelity  Ultra  Service  Account  is  $5,000.  The  minimum  initial  deposit  is  $30,000  for  cash  management 
features  such  as  check  or  charge  card,  unlimited  check  writing,  or  electronic  bill  payment.  See  fidelitv.com  for  details  on  services  and  minimums. 
Fidelity  reserves  the  right  to  terminate  this  offer  at  any  time.  Offer  is  not  transferable  and  is  not  validin  conjunction  with  any  other  special  offer 
Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  98490 


WaUSt^st 

STO 

PRICE  PERFORMANCE 

Price/ 
sales 

Price/ 

EPS 

2000 

estimate 

Enterprise 
multiple2 

Relative 

enterprise 

multiple' 

Company/:, -Ji^iry 

recent 

12-month 
high       low 

Latest  12  months 

price          relative 

change       to  market1 

Aether  Systems/computers  &  electronics 

$305.00 
56.00 

$345' 

100 

$41' 
39 

NA                 NA 

-30%              65 

NM 

0.3 

NM 
11 

NM 
11 

NM 

0.6 

healthcare 
Aflac/insurance 

257.62 
35.12 

327 
57 

32 

34 

619               668 
-28                67 

68.9 
1.1 

NM 
15 

NA 
24 

NA 
1.7 

Air  Prods  &  Chems/chemicals 
Airborne  Freight/travel  &  transport 

24.93 
18.31 

49 
37 

23 
17 

-22                73 
-42                54 

1.1 

0.3 

12 
10 

9 

4 

1.0 
0.5 

AK  Steel  Holding/metals 
Akamai  Technologies/Internet 

9.43 
296.00 

30 
3464 

8 

no4 

-58                39 

NA                 NA 

0.2 
NM 

7 
NM 

6 
NA 

0.5 
NA 

Albertson's/food  distributors 
Alcoa/metals 

24.00 
67.00 

61 
87 

23                        -60                38 
36                          79               166 

0.3 
1.5 

9 
16 

7 

11 

0.8 
1.0 

Allegheny  Energy/electric  utility 
Allegiance  Telecom/telecommunications 

24.00 
98.87 

35 
110 

24 
16 

-24                 71 
444               505 

0.9 
71.4 

9 
NM 

8 
NA 

0.9 
NA 

Allergan/health  care 
Alliant  Energy/electric  utility 

4762 

2831 

64 
38 

39 
25 

2                95 
-1                92 

4.3 

1.0 

31 
12 

20 

8 

1.1 

0.9 

Allied  Waste  Inds/business  services 
Allmerica  Financial/insurance 

5.87 
36.25 

21 
65 

5 
35 

-59                38 
-30                65 

0.3 
0.6 

5 

7 

13 
10 

1.0 
0.7 

Allstate/insurance 
Alltel/telecommunications 

17.93 

68.06 

41 

92 

18 
56 

-53                43 
15               107 

0.5 
3.4 

7 
24 

4 

11 

0.3 
NM 

Alteon  WebSystems/computers  &  electronics 
Altera/computers  &  electronics 

112.25 

9431 

138' 
99 

45* 
27 

NA                 NA 
218               295 

NM 
22.5 

NM 
61 

NA 
56 

NA 
1.2 

Amazon.com/Internet 

Ambac  Financial  Group/financial  services 

6687 
4150 

113 

63 

41 

39 

0                 93 
-27                 68 

14.1 
5.3 

NM 
8 

NA 
7 

NA 
0.5 

Amerada  Hoss/energy 
Ameron/electric  utility 

57.25 
28.12 

66 
41 

47 
28 

12                104 
-26                68 

0.7 
1.1 

12 
9 

7 
8 

0.6 
0.9 

America  Online/Internet 

American  Axle  &  Mf  g/consumer  durables 

59.00 
13.37 

96 
17 

38                          23               114 
11                          10               102 

23.5 
0.2 

NM 
5 

NM 
5 

NM 
0.8 

American  Electric/electric  utility 
American  Express/financial  services 

26.06 
12668 

44 
170 

26                        -37                58 
115                            0                93 

0.7 
2.5 

11 
21 

10 
25 

1.1 
1.8 

American  Finl  Group/insurance 
American  General/insurance 

20.31 

4725 

38 
82 

18                        -45                51 

47                          -38                 58 

0.4 

1.1 

8 
9 

12 
12 

0.9 

0.9 

American  Home  Prod/health  care                              49  50 
American  Intl  Group/insurance                                 83.00 

70 
115 

37 
79 

-24                 70 
-13                Bl 

4.8 
3.2 

25 
23 

19 

20 

1.0 
1.4 

American  Natl  Ins/insurance                                  53.50 
Amer  Power  Conversion/computers  &  electronics        33.25 

77 

35 

50 
13 

-27                 68 
128               211 

0.8 
4.8 

7 

26 

NA 

20 

NA 

0.4 

American  Standard/capital  goods 
American  Tower  telecommunications 

35.68 
54.81 

49 
56 

32 
17 

6                98 
126               210 

0.4 
33.1 

9 
NM 

8 
NM 

0.9 
NM 

American  Water  Works/electric  utility 
AmeriSource  Health/health  care 

19.56 
1300 

31 
38 

19 
11 

-33                62 

-65                33 

1.5 
0.1 

11 

7 

8 
14 

0.9 
0.7 

Amorlls  Ufa/insurance 
Amos  Dept  Stores/retailing 

17.50 
17.62 

29 
49 

17 
14 

-24                71 
-46                50 

0.7 

0.1 

7 
5 

21 
34 

1.5 
3.2 

AMFM/entertainment  &  info                                      57.00 
Amgen/health  care                                                  59  56 

86 
77 

40                          28               119 
26                           59               147 

6.1 

18.3 

NM 
55 

,23 
*38 

1.7 

2.0 

Amkor  Technology/computers  &  electronics 
AMR/travel  &  transport 

5075 
22.50* 

59 
NA 

7 
NA 

480               538 
NA                 NA 

3.5 
0.2 

41 
NA 

21 
9 

0.4 
1.1 

Amsourh  Bancorp/banking                                       13.31 
Analog  Devices/computers  &  electronics                    86  46 

33 
93 

13                        -59                38 
12                        578               629 

1.4 
9.3 

7 
73 

8 
64 

1.3 

1.4 

Anhewsr-liMch  Cos/food,  drink  &  tobacco               56.75 
ton                                                                      21.56 

84 
47 

56 
21 

-26                 69 
-51                46 

22 
0.8 

17 
10 

11 
15 

1.2 
1.1 

Aoa                                                                      4075 
Apple  Computer  computers  &  electronics                 125.75 

50 
132 

23                          66               154 
32                        279               352 

3.6 
3.0 

16 
36 

8 
37 

0.6 
0.8 

Sio  k  price*  n  ol  Mat  10.  2000.  The  ending  v.-.lue  of  SlOO  invested  in  the  slock  divided  by  the  ending  value  of  $1  Invested  In  tl 
'Company  ■.  emeipriic  multiple  divided  by  it-,  industry's  median  enterprise  multiple    'Range  is  for  less  than  period  Indicated 

re  SAP  500.  *E 
'When  issued 

iterprise  value  divided  by  operating  income. 
NA:  Not  available  NM:  Not  meaningful. 
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Happy  Holidays! 


Y2K  Bouquet 

Ring  in  the  new  year 
millennium  with  our 
commemorative  Y2K 
bouquet!  $49  99- 
$6999 

buy  now  Q 


Let's  Get  Started/ 

RratThw  VMlar 


1  -800-FLOWERS.COM  is  one  of  the  world's  lead- 
ing and  fastest  growing  online  retailers.  With  a 
complex  network  of  thousands  of  florists  world- 
wide offering  over  7,500  products  —  reliability, 
speed,  and  efficiency  are  crucial. 

Unicenter  TNG®  monitors  and  manages 
I    1  -800-FLOWERS.COM's  worldwide  infrastructure 
and  support  systems,  enabling  them  to  fulfill 
online  orders 
with  subsecond 
response  times 
to  over  eight 

million  customers.  To  help  ensure  the  reliability  of 
1 -800-FLOWERS.COM,  Unicenter  TNG  proactively 
detects  and  corrects  problems  before  they  impact 

:ormance.  From  the  front-end  website  to  the  underlying  network  infrastructure,  Unicenter  TNG 

/ides  the  most  complete,  end-to-end  eBusiness  management  solution  available. 
Join  1  -800-FLOWERS.COM,  and  wake  up  and  smell  the  roses.  It's  time  to  reap  the 

ards  of  eBusiness  with  Unicenter  TNG.  For  more  information,  visit  us  at 

rnetsolutions.cai.com. 
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Millennium  Ornament 
Add  some  sparkle  to 
your  New  Years 
celebration  with  our 
keepsake,  beaded 
Millennium  Ornament 
$2499 


tourSacuft,*. 
Prtwcy 
f^wfc^mwr  Santo 

After  Christmas  ■ 

sale 
50%OFF 


Shopping! 
QataODuHdeJE 

1-HOO-lASROflES>COM 
Shoo  Plow  &  Hwrth 


OMPUTER' 
SSOCIATES 

'are  superior  by  design. 
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Wall  Street 


CempaBY/indnstry 

STOCK  PRICI 

PRICE  PERFORMANCE 

Price/ 
sales 

Price/ 

EPS 

2000 

estimate 

Enterprise 
multiple2 

Relative 

enterprise 

multiple* 

recent 

12-month 
high       low 

Latest  12  months 
price          relative 
change       to  market1 

Applied  Materials/computers  &  electronics 
:   Applied  Micro  Circuits/computers  &  electronics 

$96.53 

145.50 

$98 

153 

$24 
10 

217%             294 
1.302             1,301 

6.5 
54.7 

45 
NM 

44 
NM 

1.0 
NM 

Artr-er  Daniels  Midland/food,  drink  &  tobacco 
Ariba/internet 

9.62 
152.68 

16 
183* 

9 
154 

-33                62 

NA                 NA 

0.4 
NM 

16 
NM 

12 
NA 

1.3 
NA 

Armstrong  World  Ind/construction 
Arrow  Electronics/computers  &  electronics 

16.43 
33.31 

61 
35 

16 
14 

-67                 30 
123               207 

0.2 
0.3 

3 
15 

5 
14 

0.7 

0.3 

Art  Technology  Group/Internet 
Arvin  Industries/consumer  durables 

95.81 
18.87 

102' 
42 

5' 
18 

NA                 NA 
-43                 53 

98.8 
0.2 

NM 

5 

NA 
6 

NA 
0.9 

Ashland/chemicals 

Aspect  Development/computer  software  &.  svcs 

31.75 
85.00 

45 

95 

29 
3 

-26                69 
521               576 

0.3 

26.9 

8 
NM 

14 
NM 

1.1 
NM 

Associated  Banc-Corp/banking 
Associates  First  Cap/financial  services 

22.62 
16.12 

45 
49 

22 
16 

-34                 61 
-63                34 

1.5 
1.0 

8 
7 

4 

15 

0.8 
1.0 

Astoria  Financial/banking 
At  Home/Internet 

22.25 
28.56 

52 

99 

22 
27 

-56                 41 
-50                47 

0.7 
32.2 

5 
NM 

12 
NA 

2.1 
NA 

AT&T/telecommunications 

AT&T  Liberty  Media/entertainment  &  info 

54.18 
52.81 

63 
59 

42 
26 

0                93 

86               172 

2.8 
55.2 

24 

NM 

13 
NA 

NM 
NA 

Atlantic  Richfield/energy 

Atmel/computers  &  electronics 

81.25 
54.43 

98 
59 

60                          33               123 

8                          516               571 

2.1 
9.1 

16 
59 

10 
37 

08 
0.8 

Autoliv/consumer  durables 
Automatic  Data/business  services 

25.12 
44.12 

41 

55 

24 
37 

-35                 61 
14                105 

0.7 
4.8 

10 
34 

7 
19 

1.0 
1.5 

AutoNation/retailing 

AutoZone/retailing 

7.37 
21.81 

18 

35 

6 
21 

-44                52 
-33                62 

0.2 
0.7 

9 
11 

10 
9 

1.0 

0.8 

Avanex/telecommunications 
Avery  Dennison/busmess  supplies 

245.25 
60.50 

274' 
79 

154' 
51 

NA                 NA 
11                103 

NM 

1.6 

NM 
21 

NA 
13 

NA 
1.2 

Avis  Rent  A  Car/business  services 
Avista/electric  utility 

1525 
3193 

38 
68 

13 
15 

-34                 61 
92               178 

0.1 
0.2 

5 
25 

16 
28 

1.2 
3.2 

Avnet/computers  &  electronics 

Avon  Products/household  &  personal  products 

63.43 
26.25 

74 
59 

34 
23      ! 

68               156 
-44                 52 

0.4 
1.2 

18 
14 

22 
7 

0.5 
0.8 

AVX/capital  goods 

AXA  Financial/financial  services 

72.62 
2737 

76 

39 

14 

26 

392              457 

-19                 75 

4.4 
0.9 

35 
10 

28 
47 

3.3 
3.3 

Baker  Hughes/energy 

Ball/forest  products 

2725 
28.43 

36 
59 

15 
26 

22                113 
-34                61 

2.0 
0.2 

67 
8 

13 
6 

1.0 
0.7 

Banco  Santander  PR/banking 
BancorpSeuth/banking 

13.00 
16.25 

19 
19 

12 
14 

-28                67 

1                 94 

0.9 
19 

7 
12 

14 
5 

2.4 
0.9 

BancWest/banking 
Bank  of  America/banking 

15.12 
42.87 

23 
76 

14 
42 

-27                68 
-41                55 

1.4 
1.4 

9 
8 

3 
7 

0.4 
1.1 

Bank  of  New  York/banking 
Bank  One/banking 

31.68 
24.62 

45 
64 

30 
23 

-18                  77 
-55                 42 

3.4 
1.1 

17 
9 

2 
3 

0.4 
0.5 

Bank  United/banking 
Banknerth  Group'banking 

26.00 
18.68 

44 
36 

22 
19 

-37                 59 
-32                63 

0.7 
1.2 

7 
8 

22 
NM 

3.8 
NM 

Barnes  &  Neble/rctailing 
Bausch  &  Lomb  'health  care 

1756 
52.31 

40 

85 

16 
49 

-40                  55 
-21                 73 

0.3 
1.7 

11 

16 

8 
9 

0.7 
0.5 

Baxter  International/health  care 
Bay  View  Capital/banking 

56.06 
7.68 

76 
21 

52                        -26                69 
7                        -63                35 

2.2 
0.5 

18 
5 

13 
16 

0.7 
2.8 

BB&T/bankmg 

BEA  Systems/computer  software  &  services 

22  56 
13400 

41 
158 

22                        -43                53 
7                      1.687            1.658 

19 
22.9 

10 
NM 

6 
NM 

1.0 
NM 

Bear  Stearns  Cos  financial  si*. 
Becttn  Dickinson 'health  care 

4118 
32.00 

50 
43 

32 
22 

-7                 86 
-19                 75 

0.8 
2.3 

8 
20 

29 
13 

2.0 
0.7     1 

Bell  Atlantic 

Be  ilSeuth'tflle  communications 

57.31 
48.61. 

70 
51 

47                             4                 96 
35                             1                 94 

2.7 
3.5 

17 
21 

8 
10 

NM 
NM 

if  JO,:                              £  value 
us  Indus 

of  $100  Invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  r 
try's  median  enterprise  multiple    'Range  is  for  less  than  period  indicated 

ie  S&P  500    ''Enterprise  value  divided  by  operating  incomi  1 
NA:  Not  available.  NM:  Not  meaningful. 
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FedEx  couriers  are  more  than  just  pickup  and  delivery  people.  They're  familiar  faces  you  can  trust  and  count  on. 
And  whether  your  business,  has  a  staff  of  1  or  100,  they'll  absolutely,  positively  do  their  best  to  meet  your 
shipping  needs.  For  dependable,  personal  service,  call  1-800-Go-FedEx.  FOCI  Be  absolutely  sure' 

©1999  Federal  Expi— 


its  500s 
Wall  Street 


STOCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
sales 

Price/ 
EPS 

2000       Enterprise 
estimate      multiple2 

Relative 
enterprise 

multiple1 

Co»pany/'n  , 

12-month 
recent      high      low 

Latest  12  months 

price          relative 

change      to  market1 

AUG'                 nent&info 
n'swig/health  care 

$12.93       $25        $12 
4.68         26           5 

-30% 

-82 

65 
17 

1.1 

0.0 

15                  9 
8                16 

0.7 
0.8 

VfRdvrWiiy/insurance                                          15.00         29         14 
Berkshire  Hathaway/insurance                             41.300  81.100   40.800 

-42 
-49 

54 
48 

0.2 
2.6 

12                NM 
50                22 

NM 
1.6 

Best  Buy/retailing                                                62.37         81         41 
Bestfoods/food,  drink  &  tobacco                              38.56         60         36 

24 

-20 

115 
74 

1.1 
1.2 

31                27 
14                  9 

2.5 
1.0 

Bethlehem  Steel/metals 
Bindley  Western  Inds/health  care 

6.56         11           5 
15.68         25         12 

-23 
-19 

72 

75 

0.2 
0.1 

51                 38 
12                 17 

3.4 
0.9 

Biogen/health  care 
BJ  Services/energy 

84.06       129          45 
6625         72         18 

53 

251 

142 

326 

15.9 
4.2 

46                 35 
56                 38 

1.9 
2.9 

BJ's  Wholesale  Club/retailing 
Black  A  Decker/consumer  durables 

29.56         39         24 
3193         65         30 

22 

-36 

113 
59 

0.5 
0.6 

17                 12 
8                  8 

u 

HAR  Block/business  services 

8MG  Software/computer  software  &  services 

42.93         60         38 
51.93         87         30 

-14 

43 

80 
133 

2.1 
7.8 

13                 13 
24                23 

1.0 
0.2 

Boeing/aerospace  £.  defense 
Boise  Cascade/forest  products 

32.37         49         32 
28.18         47         26 

-8 

-13 

86 
81 

0.5 

0.2 

13                  S 
8                  7 

1.0 

n.8 

BOK  Financial/banking 
Borders/retailing 

16.50         25         15 
14.25         18         11 

-28 
-1 

67 

92 

1.2 

0.4 

9                  2 
10                 11 

0.3 
1.0 

Boston  Scientific/health  care 
Bewater/forest  products 

21.37         47          18 
44.06         61          38 

-35 

3 

61 
95 

3.1 
1.1 

19                 13 
16                 12 

0.7 
1.4 

Bristol-Myers  Squibb/health  care 
Broadcom/computers  &  electronics 

52.37         79         42 
243.06       250         29 

-16 
664 

78 
709 

5.1 
NM 

23                17 

NM                NM 

0.9 
NM 

BreadVisien/lnternet 
Broadwing/telecommunications 

86.08         93           4 
38.93         41         16 

1.170 
95 

1,179 
181 

NM 
6.9 

NM                NM 
NM                 32 

NM 
NM 

Brocade  Communications/computers  &  elec 
Brooke  Croup/food  drink  &  tobacco 

166.50       176*          84 
10.87         25         11 

NA 

-38 

NA 

57 

87.3 
0.5 

NM                NM 
NA                  8 

NM 
0.9 

Brown-Forman  food,  drink  &  tobacco 
Brunswick/consumer  durables 

42.68         76         42 
15.56         30         15 

-33 
-22 

62 
72 

1.6 
0.3 

12                  8 
6                  6 

0.9 

0.9 

Budget  Group/financial  services 
Burlington  Santa  Fe/travel  &  transport 

5.18         17           5 

19.68         38          19 

-53 

-43 

43 

53 

0.1 
1.0 

11                  6 
7                  7 

0.4 

0.9 

Burlington  Resources/energy 

Cabletron  Systems/computers  &  electronics 

31.50         48         26 
47.93         51           7 

-17 
490 

77 
548 

3.3 

6.1 

24                 11 
69                68 

0.9 
1.5 

Cablevision  Systems/entertainment  &  info 
Cadence  Design/computer  software  &  services 

60.12         92         59 

22.12         28           9 

-15 
-8 

79 
86 

2.6 
4.9 

NM                28 
57                29 

2.1 

0.3 

Calpine/business  services 
Campbell  Soup/food,  drink  &  tobacco 

111.00       118         16 
28.93         47         25 

554 

-33 

607 
62 

8.3 
1.9 

53                31 
15                 10 

2.3 
1.1 

Capital  One  Financial/financial  services 
Capitol  Federal  Finl/banking 

36.81         60         32 
9.31         ll4          9' 

-18 
NA 

76 
NA 

1.8 
1.9 

16                 16 
11                26 

1.1 
4.5 

Cardinal  Hearth/health  care 
Caremark  Rx/hcalth  care 

41 81          78          37 
3.93           9           3 

-46 
-18 

50 
76 

0.5 
0.2 

17                13 
9                13 

0.7 

0.7 

Carolina  Power  Alt/electric  utility                            28  87         45          28 
Caterpillar/capital  goods                                       35.68         66         34 

-30 

-20 

65 
74 

1.3 

0.6 

10                  7 
12                10 

0.8 
1.2 

CBS/entertainment  &  info 
CCB  Financial/banking 

57.37         66         35 
33.81         59         33 

58 

-40 

147 
56 

6.0 
1.9 

NM                28 
9                  1 

2.1 

0.1 

Cendant/business  services                                       18.12         27          14 
Centex 'construction                                                1812         43          18 

2 
-47 

95 
49 

2.4 
0.2 

17                11 
4                  7 

0.9 
1.0 

Central  A  So  West/electric  utility                              15.81         26          15 
•».•     '.-ri^i  banking                                      34.50        66         34 

-37 
-47 

59 
49 

0.6 
1.2 

8                  9 

8                  2 

1, 
0.4 

CtntrryTi!  telecommunications                                33.31         49          32                         -27 
vtl/forest  products                                  48  25         68          39                           20 

68 
112 

2.8 
0.9 

18                  9 
12                 10 

NM 
1.2 

OO.  TTir  ending  valu.  ot  SlOO  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
.  divided  by  its  industry     median  enterprise  multiple.  'Range  is  for  less  than  period  indicated 

ieS&P5O0     Enterprise  value  divided  by  operating  income 
NA:  Not  available.  NM:  Not  meaningful. 

ORGET   PEP  TALKS.  FORGET   COMMISSION   CHECKS. 
;OW    DO  YOU    MOTIVATE  THE  WEB  TO    SELL    MORE? 


"each  it  what  any  seasoned  sales  pro  knows:  how  to  read  a  customer,  build  a  relationship  and  close  a  sale. 
\t  Fort  Point  Partners,™  we  call  it  eSelling,™  a  highly  effective  way  to  use  the  Internet  to  sell  harder  cross-channel. 
Selling  solutions  are  currently  building  business  for  over  30  leading  companies,  from  J.Crew™  to  Hewlett-Packard.™ 
Vant  an  Internet  presence  as  persuasive  as  a  VP  of  Sales?  Visit  fortpoint.com  and  see  how  we  can  help. 
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PO  I  NT 
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.. 


DFort  Pome  Partners  2000  eSelling 


fOHJ 


SMalLStrefit 


i 

STOCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

!  Compar< 

recent 

12-month 
high       low 

price 
change 

relative 
to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 
multiple1 

Charts?  Somni&n/entertainment  &  info 

$16.81 

$28*       $17' 

NA 

NA 

2.6 

NA 

NA 

NA 

!   Chattel  One  Finl/banking 

16.00 

31         15 

-46% 

50 

1.4 

7 

15 

2.6 

>  Ck«s<a  Manhattan/banking 

78.68 

91         66 

-11 

83 

1.9 

13 

1 

0.2 

fciwckFree  Holdings/Internet 

B8.62 

126         23 

U6 

201 

16.9 

NM 

NM 

NM 

Chevron/energy 

7987 

114         70 

-6 

88 

1.7 

17 

12 

0.9 

Chiron/health  care 

59.93 

71         19                        166 

247 

15.8 

77 

NM 

NM 

CHS  Electronics/computers  &  electronics 

0.87 

8       0.44 

-87 

NM 

0.0 

3 

76 

1.6 
1.0 

Chubb/insurance 

45.31 

76         43 

-24 

71 

1.2 

11 

14 

Ciena/telecommunications 

16287 

189          17                        507 

564 

45.1 

NM 

NM 

NM 

Cigna/insurance 

63.75 

99         63       J         |         -20 

74 

0.6 

10 

14 

1.0 

Cincinnati  Financial/insurance 

26.87 

43         26                        -29 

66 

2.1 

17 

NM 

Cinergy/electric  utility 

20.18 

35         20                        -32 

63 

0.5 

8 

9 

1.0 

Cintas/business  services 

27.68 

48         23                        -40 

55 

1.7 

21 

13 

1.0 

Circuit  City  Stores-G  retailing 

42.75 

54         29                          25 

116 

0.9 

22 

19 

1.7 

Cisco  Systems/computers  &  electronics 

68.18 

71         25 

164 

245 

15.8 

NM 

NM 

NM 

CIT  Group/financial  services 

13.75 

34         13 

-51 

46 

1.3 

5 

38 

2.7 

Citigroup/insurance 

4900 

60         40                          11 

103 

2.0 

15 

23 

1.7 

Citizens  Banking/banking 

16.25 

42          16                         -51 

46 

1.2 

7 

1 

0.2 

Citizens  Utilities/telecommunications 

16.18 

17            7                           99 

185 

3.5 

58 

20 

NM 

Citrix  Systems/computer  software  &  services 

107.50 

122          13                         440 

502 

47.8 

NM 

96 

1.0 

City  National/banking 

2637 

42          26                         -22 

73 

2.1 

10 

4 

0.7 

Clarent/telecommunications 

169  25 

179*        204     1 

NA 

NA 

NM 

NM 

NA 

NA 

Clayton  Homes/construction 

8.43 

14            6 

-28 

67 

0.9 

7 

6 

0.8 

Clear  Channel  Commun/entertainment  &  info 

62.12 

96         56                          -5 

88 

7.9 

NM 

28 

2.1 

Clorox/household  &  personal  products 

2987 

64          29                        -52 

44 

1.8 

17 

10 

1.1 

CMGI/lnternet 

13643 

164         33 

J         233 

309 

NM 

NM 

NA 

NA 

CMS  Energy/electric  utility 

17.18 

47          16 

-59 

38 

0.3 

7 

6 

0.7 

CNF  Transportation' travel  &  transport 

3075 

46          28 

-26 

69 

0.3 

. 

9 

5 

0.7 

Coastal/energy 

46  31 

48          31 

29 

119 

1.2 

17 

15 

1.1 

Coca-Cola/food,  drink  &  tobacco 

45.50 

71          44 

-34 

61 

5.7 

31 

26 

2.7 

Coca-Cola  Enterprises/food,  drink  &  tobacco 

21.00 

38          17 

-39 

57 

0.6 

30 

13 

1.3 

Colgate-Palmolive/household  &  personal  prods 

42.75 

67          41                           -8 

86 

2.7 

26 

16 

1.8 

Colonial  BancGroup  banking 

9  00 

15            9 

-27 

68 

1.1 

8 

5 

0.8 

Columbia  Energy  Group/energy 

5675 

66          44 

4 

97 

1.5 

14 

11 

0.8 

Columbia  MCA  health  care 

20.93 

32          17 

18 

110 

0.7 

14 

8 

0.4 

Comcaat'entertainment  &  info 

1 -    - .. 

38.12 

55          28 

9 

101 

4.6 

NA 

24 

1.8 

Comdisco  .computer  software  &  services 

5300 

57          13 

296 

368 

2.0 

41 

6 

0.1 

Comerica/banking 

34.06 

70         33                        -50 

46 

1.6 

8 

9 

1.5 

Commerce  Bancorp/banking 

31.75 

45         31 

-26 

69 

1.8 

13 

NM 

NM 

Commerce  Bancshs  banking 

27.18 

41         27 

-31 

64 

1.7 

10 

NM 

NM 

Commerce  One/Internet 

257.56 

331'           9' 

NA 

NA 

NM 

NM 

NA 

NA 

Commercial  Federal/banking 

12  50 

25          12                         -45 

51 

0.7 

7 

21 

3.5 

Community  First  Bkshs  banking 

1387 

24          12 

-27 

68 

1.3 

8 

NM 

NM 

Compaq  Computer/computers  &  electronics 

28.56 

34          18 

-6 

88 

1.3 

26 

27 

0.6 

Compass  Bancshares  banking 

15  93 

31          16                        -38 

58 

12 

8 

NM 

NM     1 

CompUSA/retailing 

10  06 

10           5                          69 

157 

0.2 

NM 

NA 

NA 

Computer  Aisaeiates/computer  software  &  sves 

66.50 

79         32 

85 

172 

5.8 

18 

15 

0.2 

Computer  Sciences  computer  software  &  sves 

80.68 

95         52 

20 

112 

1.5 

27 

14 

0.1 

Cnrrpu ware  'computer  software  &  services 

2387 

40          16                             1 

94 

4.0 

16 

13 

0.1 

Co,ii»ertcTeclHi«legy/ltlecommu!i'cations 

116  81 

124          25                         335 

404 

10.3 

89 

87 

NM 

ending  value 
<  d  by  Its  Indus 

of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
try's  median  emcrpnsc  multiple.  'Range  is  tor  less  than  period  indicated 

ie  S&P  500    -Enterprise  value  divided  by  operating  incom 
NA:  Not  available  NM  Not  meaningful. 

latever  inspired  you  to  work  for  yourself,  FreeAgent.com  can  help.  Build  an  interactive  e. portfolio 
Id  match  your  talents  to  great  projects.  Click  on  Networks  and  share  ideas  and  project  leads  with 
ler  Free  Agents.  You  can  even  start  a  virtual  team.  No  bosses  necessary. 


om 


sAgent.com     is  part  of  Opus360; 


FORBES  500s 


Waii  Street 

_SMCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Latest  12  months 

Relative 

Company 

recent 

12-month 
high       low 

price          relative 
change      to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise    enterprise 
multiple2      multiple1 

i  ConAgra/food  drink  &  tobacco 

$15.62 

$31 

$15 

-49%               47 

0.3 

8 

9               0.9 

.ic  utility                                            14.12 

26 

13                        -34                61 

0.3 

8 

8               0.9 

■  .i  i  Systems/computers  &  electronics 

88.06 

133 

11                          710               751 

11.1 

NM 

48               1.0 

Ceauo/energy 

23.00 

31 

19 

-2                  91 

0.7 

NA 

9               0.7 

Conseco/insurance 

12.43 

38 

12 

-64                 34 

0.5 

4 

8               0.6 

Consolidated  Edison/electric  utility 

27.43 

50 

26 

-43                 53 

0.8 

8 

9              1.1 

Consolidated  Stores/retailing 

11.37 

38 

11 

-57               40 

0.3 

14 

8               0.7 

Constellation  Energy/electric  utility 

29.81 

34 

25 

14               105 

1.2 

12 

8               1.0 

Continental  Airlines/travel  &  transport                     35.00 

48 

29                        -19                75 

0.3 

NA 

7               0.9 

Convergys/business  services                                   37.75 

42 

15 

139               222 

3.3 

31 

17               1.3 

Cooper  Industries/capital  goods                            31.25 

57 

29 

-32               63 

0.8 

8 

7               0.8     I 

Copper  Mountain  Net/telecommunications 

108.00 

111' 

25' 

NA                NA 

46.3 

NM 

NM               NM 

Cordant  Technologies/aerospace  &  defense               28  93 

52 

26                        -25                70 

0.4 

7 

5               0.6 

Corning/telecommunications                                 191.50 

217 

48                        225               302 

11.1 

82 

51               NM 

Costco  Wholesale/retailing 

44.12 

55 

33 

0                92 

0.7 

32 

19 

Countrywide  Credit/financial  services 

24.31 

48 

22 

-39                57 

0.8 

7 

14               1.0 

Covad  Communications/Internet                             64.75 

67 

23                        161               242 

94.0 

NM 

NA                NA 

Cox  Communications/entertainment  &  info 

45.06 

58 

33 

15                107 

11.7 

NM 

47                3.5 

Creo/computers  &  electronics 

194.00 

202 

17 

1.033            1.051 

82.4 

NM 

NM                NM 

Crestline  Capital/financial  services 

16.50 

24 

13 

28               118 

0.1 

8 

5                0.4 

Critical  Path/Internet 

11390 

150' 

28'                          NA                 NA 

mi 

NM 

NA                NA 

Crown  Castle  Intl.  telecommunications 

41.50 

43 

15 

124               207 

19.0 

NM 

57               NM 

Crown  Cork  t  Seal/forest  products 

13.62 

38 

13 

-51                45 

0.2 

6 

8               0.9 

CSX/travel  &  transport                                           22.25 

54 

20                         -41                 54 

0.5 

9 

14 

Cullen  Frost  Bankers/banking 

19.62 

30 

20                        -19                75 

1.7 

10 

NM                NM 

Cummins  Engine/consumer  durables 

3200 

66 

30                        -18                 76 

0.2 

6 

6               0.9 

CVS/retailing                                                      30.50 

53 

28                        -42                54 

0.7 

17 

11               1.0 

Cypress  Semiconductor/computers  &  electronics 

48.06 

53 

7                        442               503 

7.7 

30 

29               0.6 

Dana/consumer  durables 

2156 

54 

20                        -43                53 

0.3 

5 

6               0.9 

Danaher/capital  goods 

3843 

69 

36                        -27                67 

1.7 

18 

11               1.3 

Oarden  Restaurants/food  distributors                        12.93 

23 

12                        -41                55 

0.5 

9 

7                0.7 

Dean  Foods  food,  drink  &  tobacco                              24.68 

47 

24 

-35                60 

0.2 

7 

8               0.8 

Deere  &  Co/capital  goods                                       35.50 

48 

30 

6                98 

0.7 

20 

17               1.9 

Delhaize  America/food  distributors                          16  50 

38 

16                        -45                51 

0.2 

9 

5               0.6 

Dell  Computer/computers  &  electronics 

51.25 

54 

31                          21               113 

5.2 

57 

51               Ll3 

Delphi  Automotive  Sys/consumer  durables 

16.18 

22 

14 

-10                83 

0.3 

8 

6               09 

Delta  Air  Lines/travel  &  transport 

47.81 

72 

44 

-25                69 

0.4 

7 

5               0.7 

Deluxe/business  supplies                                         24.75 

41 

22                        -24                70 

1.1 

10 

6               0.5 

Devon  Energy  energy 

4406 

45 

25                          66               154 

5.2 

28 

16               1.3  j 

Digox/lnternei 

171.50 

184* 

15' 

NA                 NA 

NM 

NM 

NA                NA    ] 

Digital  Island/internet 

108.50 

157' 

9' 

NA                 NA 

NM 

NM 

NA                 NA 

Dillard's/retailing                                                    14.56 

37 

14                        -45                51 

0.2 

6 

9                08 

Dime  Bancorp/banking 

15.18 

27 

11                        -44                52 

0.9 

7 

12      ■ 

Walt  Disney  entertainment  &  info 

35.12 

39 

23 

-3                90 

3.1 

48 

13               1.0 

Dole  Food  food.  annk&  tobacco                                13  75 

34 

14 

-54                 43 

0.2 

9 

10               1.0 

Dollar  General  retailing                                           19  87 

33 

18                        -26                69 

1.4 

20 

14                13 

WJBJHB|BJp9BJi)^IJB|MpHpj 
DoMinitn  Resoercos/e lectric  utility 

36.31 

49 

35 

-6                85 

1.6 

11 

10               1.2 

RROonMlloy  ISonstont'/itatnmcnt  &info 

1912 

38 

19 

-42                54 

0.5 

8 

S               04 

net                                             11762 

135 

29                        259               333 

51.2 

NM 

NA                NA 

»ds                                              4175 

48 

32                          20               112 

1.9 

19 

13               1.4 

900   Thi  ending  value  of  $100  invested  in  the 
I  in  its  Industry*  median  anterpn 

slock  divided  by  the  ending  value  of  $1  invested  in  t 
e  ■nult. pie    'Range  is  (or  less  than  period  indicated 

ie  S&P  500     Enterprise  value  divided  by  operating  > 
NA  Not  available.  NM.  Not  meaningful. 
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Wall  Street 

STOCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

JU» 

Latest  12  months 

Company /i 

recent 

12-month 
high      low 

price 
change 

relative 
to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 

multiple' 

Dow  Ch^icsl/chemicals 

$98.00 

$142 

$90 

0% 

93 

1.2 

15 

9 

1.0 

0 

vrainmem&info 

64.75 

71 

46               |           38 

128 

2.9 

23 

13 

/.ancial/banking 

19.25 

25 

18                          -5 

88 

0.9 

8 

21 

3.5 

nf*L/eiecr;ic  utility 

19.25 

22 

16 

5 

98 

2.0 

13 

10 

1.2 

DDE/electric  utility 

47.18 

53 

34 

19 

110 

2.5 

16 

12 

1.4 

DTE  Energy/electric  utility 

30.75 

45 

29                        -27 

67 

0.9 

9 

7 

0.9 

du  Pont  do  Nemours/chemicals                             45.93 

75 

45                         -20 

74 

1.8 

15 

12 

u 

Duke  Energy/electric  utility                                    46.37 

61 

46                        -23 

71 

0.8 

12 

13 

1.5 

Dun  &  Bradstreet/entertainment  &  info                     26.25 

40 

23                        -28 

67 

2.1 

15 

9 

0.7 

Dynegy/energy 

59.12 

61 

18       J                  212 

290 

0.5 

26 

39 

3.1 

E-Tek  Dynamics/telecommunications 

285.00 

315 

30 

751 

789 

82.8 

NM 

NM 

NM 

E'Trade  Group/Internet 

26.50 

72 

19 

4 

97 

1.9 

NM 

NA 

NA 

E.piphany/computer  software  &  services                   317.48 

325' 

38J 

NA 

NA 

NM 

NM 

NA 

NA 

Eastman  Chemical/chemicals                                 36.12 

60 

34                        -21 

73 

0.6 

14 

9 

1.1 

Eastman  Kodak/household  &  personal  products    !       54.00 

80 

54 

-19 

75 

1.2 

10 

8 

0.9 

Eaton/capital  goods                                              76.12 

104 

60 

10 

102 

0.7 

11 

9 

1.0 

eBay/Internet                                                    193.25 

234 

70                          36 

126 

NM 

NM 

NM 

NM 

EchoStar  Commun;  entertainment  &  info                     69.00 

72 

7                        836 

868 

100 

NM 

NA 

NA 

Ecolab/business  services 

30.37 

44 

28 

-24 

71 

1.9 

21 

11 

0.8 

Edison  International/electric  utility 

15.31 

30 

15                        -42 

54 

0.6 

8 

9 

1.1 

AG  Edwards/financial  services                                 33.37 

38 

24                            2 

94 

1.2 

9 

6 

0.4 

Efficient  Networks/telecommunications 

154  12 

172' 

294 

NA 

NA 

NM 

NM 

NA 

NA 

El  Paso  Energy/energy 

39.56 

43 

30 

11 

103 

0.9 

16 

37 

2.8 

Electronic  Arts/computer  software  &  services 

92.81 

124 

40 

125 

209 

4.3 

49 

27 

0.3 

Electronic  Data  Sys/computer  software  &  svcs            61.50 

77 

46 

29 

120 

1.6 

27 

12 

0.1 

EMC/computers  &  electronics                                130.31 

133 

47 

132 

215 

20.2 

90 

72 

1.5 

Emcor  Group/business  services                               16.75 

26 

16 

13 

105 

0.1 

8 

13 

1.0 

Emerson  Electric/capital  goods                               41.12 

71 

41                          -31 

64 

1.2 

12 

10 

1.2 

Emulex/computers  &  electronics 

215.50 

224 

7 

2,246 

2.177 

76.0 

NM 

NM 

NM 

Energy  East/electric  utility 

18.87 

28 

19 

-33 

62 

1.0 

9 

6 

0.7 

Engelhard/metals 

13.56 

24 

13                        -26 

69 

0.4 

9 

8 

0.7 

Enrtn/energy                                                      68.12 

73 

31                          98 

184 

1.2 

49 

41 

3.2 

Entergy/electric  utility                                              17.93 

34 

16 

-38 

58 

05 

8 

8 

0.9 

Entrust  Technologies/Internet                                128.18 

150 

17 

J         333 

402 

79.8 

NM 

NM 

NM 

EOG  Resources/energy 

18.56 

25 

14                             8 

100 

2.7 

28 

7 

0.6 

Equlfax/business  services 

22.06 

38 

20 

-36 

60 

1.7 

13 

8 

0.6 

Estee  Lauder  Cos/household  &  personal  products        40.00 

57 

37 

-14 

80 

2.3 

33 

17 

1.9 

Exodus  Commun  Internet                                       164.56 

175 

12 

1.275 

1.276 

57.9 

NM 

NA 

NA 

Express  Scripts/business  services 

34.00 

106 

29 

-56 

41 

0.3 

15 

12 

0.9 

Extreme  Networks/computers  &  electronics 

112.06 

121* 

35' 

NA 

NA 

34.8 

NM 

NM 

NM 

Exxon  Mobil/energy 

77.00 

87 

69 

4 

97 

1.7 

23 

12 

0.9 

Family  Dollar  Stores  retailing                                  16.12 

27 

14 

-23 

71 

1.0 

16 

11 

1.1 

Fannie  Mae/financial  services 

50.06 

74 

48 

-29 

66 

1.4 

12 

18 

1.2 

Federal-Mogul/consumer  durables 

15.75 

56 

14 

-61 

36 

0.2 

4 

6 

0.8 

Federated  Dept  Strs  re'ailing 

35.31 

57 

32                           -8 

86 

0.4 

9 

7 

0.7 

FedEx/travel  &  transport                                          33.56 

62 

31                          -27 

68 

06 

13 

7 

0.8 

Fifth  Third  Bancorp/banking                                  45.87 

75 

44 

-37 

58 

3.9 

16 

8 

1.4 

rinisar, 'compute's  &  electronics                                48.41 

53' 

19' 

NA 

NA 

42.2 

NM 

NM 

NM       1 

-  1 

<:'nur.     incMsentcti                             24  93 

57 

23 

-54 

43 

1.1 

6 

13 

0.9 

rttu  till  n;, ranee                                  10.81 

25 

11                         -55 

41 

0.2 

7 

5 

0.4 

.  300.  The  ending  value  ot  $iOG  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  In  t 
■  •■  divided  by  Its  Industry's  median  enterprise  multiple.  'Range  Is  for  less  than  period  indicated 

ie  S&P  500.    Enterprise  value  divided  by  operating  income,  1 

NA:  Not  available  NM:  Not  meaningful. 

—  1 

Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 
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.ilfur  is  a  naturally  occurring  element  in  gasoline 
id  contributes  to  air  pollution.  But  until 
xently,  the  methods  used  to  remove 
ilfur  from  gasoline  weren't  very  efficient.  So 
hillips  is  developing  a  new  process  that 
:moves  more  than  90%  of  the  sulfur  in 
andard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company.  pm* 

PHILLIPS  PETROLEUM  COMPANY  (SB 


a  copy  of  our  annual  report,  call  9 1 8-661-3/ 00,  write  to:  Phillips  Annual  Report,  B-41,  Adams  B/c/g.,  Bartlesville,  OK  74004, 

or  visit  us  at  www.phillips66.com. 
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STOCK  F*.C 

PBJCEKB1MMANCE 

Price/ 
EPS 

Latest  12  months 

Ctppaay/mdu 

recent 

12-month 
high      low 

price          relative 
change       to  market1 

Price/          2000 
sales        estimate 

Enterprise 
multiple2 

enterprise 
multiple' 

First  BanCor?  banking 

$17.25 

$29 

$17 

-25%              70 

1.2                  8 

8 

1.3 

First  Citizen?  Beshs/banking 

61.62 

98 

60 

-21                73 

0.8                  8 

2 

0.4 

ess  services 

41.37 

54 

39 

1               94 

3.4                21 

14 

1.1 

First  Midwest  Bacp/banking 

21.25 

30 

21 

-17                77 

2.1                12 

NM 

NM 

First  Natl  Nebraska/banking 

1,975 

4,200 

1,900 

-35                60 

0.6                NA 

NM 

NM 

First  Security/banking 

12.06 

31 

12 

-37                58 

1.1                  8 

7 

1.2 

First  Tennessee  Nati/banking 

16.12 

45 

16 

-61                37 

0.9                  8 

7 

1.3 

First  Union/banking 

31.68 

57 

28 

-40                55 

1.4                  9 

4 

0.7 

First  Virginia  Banks/banking 

30.18 

53 

29 

-39                57 

1.9                10 

5 

0.9 

Firstar/banking 

17.56 

35 

16 

-43                53 

2.7                12 

6 

1.1 

FlrstEaergy/electric  utility 

18.31 

32 

18 

-38               58 

0.7                  7 

6 

0.7 
0.6 

FirstMei  it/banking 

14.06 

29 

13 

-48                48 

1.5                   7 

4 

Fiserv/business  services 

34.12 

41 

24 

-2                91 

3.0                26 

25 

1.9 

Fleet  Boston  Finl/banking 

25.68 

45 

25 

-43                53 

1.2                  8 

6 

1.0 

Fleetwood  Enterprise/construction 

14.75 

31 

14 

-49               47 

0.1                 5 

I 

0.9 

Fleming  Cos/food  distributors 

15.50 

16 

7 

89               176 

0.0                11 

10 

1.1 

Florida  Progress/electric  utility 

43.81 

48 

36                             7                 99 

1.1                13 

g 

1.0 

Flowers  Industries/food,  drink  &  tobacco 

12  25 

26 

12                         -49                 47 

0.3                13 

Q 

0.9 

Floor/construction 

27.00 

49 

24 

-10                83 

0.2                10 

7 

1.0 
0.8 

FMC/chemicals 

48.12 

75 

39 

-4                89 

0.4                   7 

7 

Ford  Motor/consumer  durables 

4106 

68 

40                        -29                66 

0.3                   7 

8 

J..L 

Forest  Labs/health  care 

70.75 

72 

41                            34               124 

7.6                38 

36 

1.9 

Fort  James/household  &  personal  products 

19.00 

42 

16 

-35                60 

0.6                  8 

7 

0.8 

Fortune  Brands/household  &  personal  products 

2225 

46 

22                        -29                66 

0.7                  9 

8 

Foster  Wheeler/construction 

5.50 

16 

5                        -56                41 

0.1                  6 

31 

Foundation  Health  Sys/health  care 

825 

20 

6 

-14                80 

0.1                  6 

6 

Foundry  Networks/telecommunications 

201.18 

212' 

54' 

NA                 NA 

NM                NM 

NM 

NM 

Foi  Entertainment/entertainment  &  info 

25.62 

30 

20                        -13                80 

2.3                75 

27 

2.0 

FPL  Group/electric  utility 

4375 

61 

36                        -22                73 

1.2                10 

7 

0.8 

Franklin  Resources/financial  services 

26.25 

45 

25 

-18                76 

2.9                12 

8 

0.5 

Freddie  Mac/financial  services 

37.68 

65 

37 

-38                58 

1.1                11 

28 

2.0 

FretMarketi/lnternet 

20262 

3704 

164' 

NA                 NA 

NM                NM 

NA 

NA 

Fremont  General/insurance 

5.68 

22 

5 

-72                26 

0.3                  5 

30 

2.2 

Fulton  Financial/banking 

1612 

23 

16 

-22                73 

2.3                11 

2 

0.3 

Galileo  lirrl/busmess  services 

18.93 

59 

17 

-61                 36 

11                  8 

5 

0.3 

Gannett/entertainment  &  info 

65.56 

84 

61 

3                95 

3.5                18 

12 

u] 

Gap/retailing 

46.12 

54 

31 

4                97 

3.4                29 

19 

1.8 

Gateway/computers  &  electronics 

62.50 

84 

28 

85                172 

2.3                34 

28 

0.6 

GITX/financial  services 

31.12 

41 

28 

-13                81 

0.9                  9 

9 

0.6 

GoMattch/healrh  care 

185.50 

2454 

58' 

NA                 NA 

36.0                NM 

98 

5.2 

General  Dynamics/aerospace  &  defense 

39.31 

75 

36 

-36                59 

0.9                10 

8 

0.9 

Genoral  Electric  capital  goods 

131.68 

160 

100 

23               114 

3.9                36 

20 

23 

General  Mills/food,  drink  &  tobacco 

31.37 

44 

29                        -20                74 

1.4                  14 

11 

1.1 

General  Meters/ consumer  durables 

77.81 

87 

60 

1 

6                98 

04                   8 

9 

1.3 

Genuine  Parts/consumer  durables 

20.68 

36 

20 

-33                 62 

0.5                  9 

8 

1.1 

Genzyme-General  'health  care 

5762 

64 

31                          14               106 

7.6                 27 

18 

0.9 

Georgia-Par  ific'foi  r«i  products 

35.68 

54 

32                          -4                89 

0.4                   7 

5 

0.6 
0.9 

tfetvgbhPacrflr  Ttasber/forcst  p-oducts 

22.56 

27 

21 

8               100 

3.6                 10 

8 

ri&  persona1  produce 

30.12 

64 

28 

-51                  45 

3.2                 23 

15 

1.7 

~  ■ 

30.37 

46 

18 

7               100 

6.6                NM 

NA 

NA 

'Company 

>'  $IOO  invested  in  the  stock  divided  by  the  ending  value  of  $1  Invested  in  tl 
try's  median  enterprise  multiple    'Range  is  for  less  than  period  indicated 

ie  SAP  500.  ^Enterprise  value  divided  by  open 
NA:  Not  available.  NM:  Not  meaningful. 

iting  Income. 
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Home     to     the     world's     second-largest 

telecommunications     company. 

Cotton     isn't     our     cash     crop    anymore. 

To    learn   more   about    the   technological    incentives   Mississippi 
has   to   offer   your   business,    call    1-800-340-3323. 
www.mississippi .org 
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SUCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

Ceraparis/hK^stry 

recent 

12-taeath 

high      law 

price         relative 

change       to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 

multiple3 

GloseSpaa/'-unpiJters  &  electronics 

$136.68 

$167'        $9' 

NA                 NA 

MM 

NM 

NA 

NA 

\  £st&»  Stats  Bancorp/banking 

12.43 

27         12 

-39%              57 

0.4 

5 

15 

2.6 

•    siFinl/banking 

27.81 

3d         27 

-16               78 

1.5 

9 

15 

2.6 

■Attain  Sachs  Greup/financial  services 

112.25 

119'        55' 

NA                 NA 

2.0 

20 

13 

0.9 

BF  Goodrich/aerospace  &  defense 

26.50 

46         21 

-25                69 

0.5 

8 

7 

0, 

Goodyear/consumer  durables 

20.87 

67         20 

-59                38 

0.3 

8 

9 

1, 

GPU/electric  utility 

24.00 

45         23 

-41                55 

0.6 

8 

10 

" 

WW  Grainger/business  services 

39.62 

58         37 

-14                80 

0.8 

19 

11 

0.9 

Great  ktP  Tea/food  distributors 

20.37 

38         20 

-34                61 

0.1 

8 

43 

4.8 

GreenPoint  Financial/banking 

15.75 

37         16 

-55                42 

1.1 

6 

NM 

NM 

GTE/telecommunications 

67.25 

79         56 

7              100 

2.6 

17 

10 

NM 

Guidant/  health  care 

70.93 

75         41 

4                97 

9.3 

44 

27 

1.4 

Halliburton/energy 

39.56 

52         32 

11               103 

1.2 

41 

21 

1.6 

Hannaf  ord  Bras/food  distributors 

7062 

73         44 

53               142 

0.9 

26 

12 

1.3 

Harley-Davidson/consumer  durables 

34.81 

39         23 

21               112 

2.2 

34 

22 

3.3 

Harrah's  Eeterttin/entertainment  &  info 

20.12 

31         18 

6                98 

0.8 

12 

7 

O.b 

Hartford  Finl  Service  'insurance 

30.37 

66         29                        -45                51 

0.5 

7 

14 

1.0 

Hasbre/household  &  personal  products 

14.37 

37          14                         -48                 48 

0.7 

10 

7 

0.8 

Hawaiian  Electric/electric  utility 

28.43 

37         28 

-20                74 

0.6 

10 

22 

2.5 

Hcaitnesn/WebMD/lnternet 

41.00 

126         28 

1                94 

71.6 

NM 

NA 

NA 

HealthSetitti/health  care 

5  06 

16           5                        -54                42 

0.5 

7 

6 

0.3 

HJ  Heinz/food,  drink  &  tobacco 

3368 

54         31                        -36                59 

1.3 

12 

13 

1.4 

Heller  Ftaaacial/financial  services 

18.25 

32         17 

-23                72 

1.1 

7 

15 

10 

Hercules/chemicals 

1550 

41         14 

-43                53 

0.5 

7 

7 

0.8 

Hershey  Feeds/food,  drink  &  tobacco 

40.00 

63         38 

-35                60 

1.4 

17 

10 

1.1 

Hewlett-Packard/computers  &  electronics 

14693 

156          65 

113               198 

3.4 

43 

33 

0.7 

Hiberp.it/bankmg 

8.93 

16           9 

-40                56 

1.1 

7 

NM 

NM 

Kitten  Hetels,  entertainment  £  info 

6.68 

17            6       J                  -56                 41 

1.1 

10 

14 

11 

Hispanic  Broadcasting/entertainment  &  info 

101.75 

111         41                        127               211 

27.9 

NM 

67 

5.1 

Hollinger  Intt/entertainment  &  info 

1106 

17          10 

-14                80 

0.5 

17 

10 

0.8 

Heme  Depot/  retailing 

53.50 

70         36 

23               114 

3.3 

43 

31 

2.9 

Heneywell/aerospace  &  defense 

45.37 

69         40 

0                93 

1.5 

14 

16 

1.7 

Hermel  Feeds/food,  drink  &  tobacco 

14.62 

23         15 

-18                76 

0.3 

12 

8 

0.8 

DR  Horton/construction 

1156 

20         10 

-28                 67 

0.2 

4 

7 

1.1 

Heusebeld  kett/fmancial  services 

32.75 

52         30 

-27                68 

1.6 

9 

14 

... 

0.9 

Hndsen  City  Bancerp/banking 

14.31 

15'        11' 

NA                 NA 

31 

14 

5 

Hudson  United  Bancerp/banking 

19.31 

35         19 

-41                 55 

1.4 

6 

7 

i, 

Hughes  Supply  construction 

18.00 

30         17 

0                93 

0.1 

6 

8 

1.1 

Human  Geneme  Seiencta/health  care 

172.50 

233         15 

1.040            1,058 

NM 

NM 

NA 

NA 

Homaia  health  care 

6.43 

20           6 

-66                32 

0.1 

9 

49 

2.6 

Huntington  Bancsbs/banking 

18.56 

34         IB 

-37                58 

16 

10 

5 

0.8 

i2  Technologies  Internet 

20800 

224            9                       1.423             1.413 

56.6 

NM 

NM 

NM 

IBP/food,  drink  &  tobacco 

11.75 

26         11 

-46                50 

0.1 

5 

5 

0.5     li 

IDEC  Pharmaceuticals/health  care 

129.31 

173         21 

396               460 

48.2 

NM 

NM 

NM 

IKON  Office  Solutiens/business  supplies 

650 

16            5 

-56                 41 

0.2 

8 

10 

0.9 

Illinois  Toel  Works/capital  goods 

5437 

82          51                         -19                 75 

1.8 

16 

11 

1.2 

rMC  GlekaJ/themicals 
rnttml  inca/banking 

12.93 

27         13 

-34                 61 

0.6 

9 

8 

0.9 

26.56 

28         14 

36               126 

2.3 

17 

NM 

NM 

2118 

34          19 

-35                 60 

45 

21 

16 

1.2 

3.06 

15           3 

-75                23 

0.0 

13 

43 

0.9 

db/itsindui 

of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  M 
try's  med  in  enterprise  multiple,  'flange  is  for  less  than  period  indicated 

le  S4VP  500.  Enterprise  value  divided  by  operating  mcom. 
NA:  Not  available.  NM:  Not  meaningful. 
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ot  another  corporate 


Ivill  not  see  the  words  'next  millennium: 

I?  will  not  be  a  guy  in  a  suit  walking  a  tightrope. 

>^ine  500'  will  not  be  mentioned. 

lad  our  new  ad  campaign  will  tell  you  about  a 
liany  full  of  surprises  and  new  avenues  of  growth. 
i't  Otis  elevators  linked  to  the  Internet  and  Carrier 
londitioners  sold  online.  About  our  fuel  cells  for 
I;  shuttles  and  how  we're  bringing  them  down  to 
i;  for  use  in  buildings,  houses  and  even  cars. 
It  how  we're  selling  and  buying  on  the  world  wide 
I  more  efficiently  and  at  much  lower  cost. 

Iiok  forward  to  looking  forward  with  you. 


United 
Technologies 

NEXT    THINGS    FIRST. 


www.utc.com     NYSE:utx 


CARRIER 


PRATT  S.  WHITNEY 


SIKORSKY 


HAMILTON   SUNDSTRAND 


INTERNATIONAL  FUEL  CELLS 


i, 


_ 

WaLSiffifil 


STOCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

Compaiiy/inrJost  y 

12-month 
recent      high       low 

price          relative 
change       to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 
multiple' 

Incvte  PJiawsaceuticals/health  care 

$203.25     $289 

$16 

738%            778 

37.4 

NM 

NA 

NA 

sftiena  Community/banking 

10.00         15 

10                         -33                 62 

1.7 

10 

7 

1.1 

tt  Services/telecommunications 

28.38         34* 

19' 

NA                 NA 

32.4 

NM 

NA 

NA 

Mformix/computer  software  &  services 

20.50         21 

6 

145               227 

6.3 

36 

34 

0.4 

lnfoSpace.com/lnternet 

122.46        139 

8 

1,384            1,378 

NM 

NM 

NA 

NA 

Ingersoll-Rand/capital  goods 

36.00         74 

34                        -29                66 

0.8 

9 

7 

0.9 

Ingram  Micro/computers  &  electronics 

12.75         34 

10 

-32                63 

0.1 

13 

24 

0.5 

Inktomi/Internet 

169.31       191 

33 

377               443 

NM 

NM 

NA 

NA 

Intel/computers  &  electronics 

120.18       121 

50 

103               189 

13.6 

41 

29 

0.6 

Interim  Services/business  services 

27.12         28 

14                          59               148 

0.6 

14 

11 

0.8 

InterNAP  Network  Svcs/lnternet 

91.06       1114 

20' 

NA                 NA 

NM 

NM                 NA 

NA 

Intl  Bancshares/banking 

37.98         48 

34 

3                 96 

1.6 

NA 

NM 

NM' 

IBM/computers  &  electronics 

105.25       139 

82                          18               110 

2.2 

24 

13 

0.3 

Intl  Flavors  &  Frags/chemicals 

31.25         49 

29                        -22                72 

2.3 

16 

10 

1.2 

International  Paper/forest  products 

36.12         60 

33                        -14                80 

0.6 

11 

8 

1.0 

Internet  Capital  Group/Internet 

143.56       212' 

7'                          NA                 NA 

NM 

NA 

NA 

NA 

Interpublic  Group/business  services 

37.00         58 

34                           -3                 90 

2.4 

25 

19 

1.5 

Interstate  Bakeries/food,  drink  &  tobacco 

1312         25 

11                         -43                 53 

0.3 

7 

5 

0.6 

InterTrust  Technols/lnternet 

87.25       100' 

19' 

NA                 NA 

NM 

NM 

NA 

NA 
NA 

Interwoven/Internet 

198.93       199' 

37' 

NA                 NA 

NM 

NM 

NA 

Intuit/computer  software  &  services 

5843         90 

23                          99               185 

11.9 

NM 

93 

1.0 

ISS  Greup/computer  software  &  services 

125.06       132 

20 

216             293 

44.0 

NM 

NM 

NM 

ITT  industries/capital  goods 

24.31         42 

22 

-39                57 

0.5 

9 

8 

0.9 

Jabil  Circuit/computers  &  electronics 

44.62         45 

18                        131               214 

1.5 

57 

35 

0.8 

Jacobs  Engineering/construction 

2781          43 

27                         -27                 67 

0.2 

10 

9 

1.4 

JD  Edwards/computer  software  &  services 

44.37         48 

11 

217               294 

5.1 

NM 

NM 

NM 

JDS  Uniphase/telecommunications 

138.00       153 

12 

1.005            5.570 

51.3 

NM 

NM 

NM 

Jefferson-Pilot/insurance 

51.00         BO 

50 

-31                64 

2.1 

12 

9 

John  Hancock  Financial/insurance 

1456         18' 

14' 

NA                 NA 

0.6 

7 

63 

4.6 

0.6 

Johns-Manville  construction 

7.62         18 

7 

-56                 41 

0.5 

4 

4 

Johnson  &  Johnson/health  care 

70.87        107 

66 

-20                 74 

3.6 

21 

14 

0.8 

Johnson  Controls/consumer  durables 

48.62         77 

49 

-24                 71 

0.3 

10 

7 

1, 

Jones  Apparel  Group/household  &  personal  prods 

25.50         36 

20 

8               100 

1.0 

10 

10 

Tl 

Juniper  Networks  telecommunications 

282.43       301' 

30' 

NA                 NA 

NM 

NM 

NA 

NA 

Kana  Communications/computer  software  &  sves 

169.81       176' 

23' 

NA                 NA 

NM 

NM 

NA 

NA 

Kansas  City  Southern/travel  &  transport 

87.68         91 

38 

90               177 

6.0 

19 

19 

2.4 

Kaufman  &  Broad  Home/construction 

1793          29 

17 

-22                  72 

0.2 

5 

8 

Tl 

Kellogg/food,  drink  &  tobacco 

2293         41 

21                        -39                57 

1.3 

14 

9 

Kelly  Services/business  services 

23.62         33 

23 

-8                85 

0.2 

10 

7 

0.5 

Kerr-McGee  energy 

52.68         68 

32 

60               148 

1.7 

10 

6 

0.5 

KeyCorp/banking 

1606         38 

16 

-51                 45 

0.9 

7 

11 

2.0 

KeySpan/electric  utility 

21.43         31 

20 

-20               74 

1.0 

12 

8 

1.0 

Keystone  Fill/banking 

14.68         37 

15 

-60                37 

1.2 

8 

4 

0.7 

Kimberly-Clark/household  &  personal  products 

47.50         70 

42 

-6                87 

2.0 

14 

12 

1.3 

Kinder  Morgan  energy 

27.37          30 

12                           34               124 

1.8 

25 

24 

8    ■ 

KLA-Tencor 'computers  &  electronics 

91.12         92 

21                         231                307 

16  0 

81 

99 

1.9 

Kmar 

8.75         18 

8 

-50                46 

0.1 

7 

6 

0.5 

ertainment&info 

45.12         65 

44 

-10                83 

1.1 

13 

7 

0.5 

.  mark  Group  financial  services 

49.56         82 

22 

81               168 

7.6 

22 

19 

1.4 

8312         89 

62 

10               102 

3.0 

45 

27 

2.6 

|     Stur>                                         100   The  ending  Vo   .c 
"Comp                                        n    ded  bv  its  inc  u 

of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  tl 
try's  median  enterprise  multiple.  'Range  is  for  less  than  period  indicated 

ie  S&P  500    'Enterprise  value  divided  by  operating  income. 
NA:  Not  available  NM:  Not  meaningful. 
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Then  one  day, 

there  was  e-business  integration 

throughout  the  land. 


The  fairy  tale  has  come  true. 

A  vast  array  of  intelligent  agent  adapters  to  link  front-office  e-business  systems 

with  back-office  databases,  legacy  applications,  and  supply  chain, 

CRM  and  ERP  software  packages. 

Flexible.  Scalable.  Extensible.  Sagavista." 


sagavista 

Enabling  the  E-conomy.™ 


jhl  ©  SAGA  SOFTWARE,  Inc..  2000  All  nghls  reserved. 

Sagavista.  the  Sagavista  logo,  the  SAGA  logo.  F.Y.I.  sprite.  Free  Your  Information  and  Enabling  the  E-conomy 
er  registered  trademarks  or  trademarks  of  SAGA  SOFTWARE.  Inc.  in  the  United  States  and/or  other  countries 
product  and  company  names  may  be  trademarks,  service  marks  or  trade  names  of  their  respective  owners, 
products,  programs  and  services  are  subject  to  availability 


free  your  information,  f 

www.  sagasoftware .  com 
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Wall  Street 

f      W              W               TT^        '          * "«C    J           M VC          VC J0~       .    —      . r .     -,- . , 1                                                            

_  __SMC1U»III£ 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

CwapMiy/inifestry 

recent 

12-month 
high       low 

price          relative 
change       to  market4 

Price/ 
sales 

2000       Enterprise 
estimate      multiple2 

enterprise 
multiple1 

Kroger/food  distributors 

$14.75 

$35 

$14 

-55%              42 

0.3 

11                  8 

0.9 

Lafarge/construction 

1943 

38 

19 

-35                61 

0.5 

5                  4 

0.6 

Lam  8esearch/computers  &  electronics 

54.14 

55 

9                        392               457 

2.4 

42                  59 

1.3 

Lamar  Advertising/business  services 

54.12 

70 

28                          33               123 

10.7 

NM                  32 

2.4 

Lear/consumer  durables 

25.87 

54 

19 

-25                70 

0.1 

6                   8 

1.2 

Legg  Mason/financial  services 

40.62 

43 

29 

|           38 128 

1.9 

17                15 

1.1 

Leggett  &  Platt/consumer  durables 

17.00 

28 

15 

-21                73 

0.9 

10                   7 

1.0 

Lehman  Bros  Holding/financial  services 

82.12 

86 

48                          40               130 

1 

0.5 

9                   7 

0.5 

Lennar/construction 

16.87 

28 

13 

-24                71 

0.3 

6                  5 

0.7 

Leucadia  National/insurance 

21.18 

33 

20                         -31                 64 

1.7 

26                  5 

0.3 

Level  3  Commun/telecommunications 

130.18 

132 

45                          97               183 

86.4 

NM                 NA 

NA 

Lexmark  Intl  Group/business  supplies 

129.37 

131 

42 

200               278 

4.8 

46                 31 

2.9 

LG&E  Energy/electric  utility 

22.00 

24 

15 

-5                 88 

1.1 

13                 10 

1.1 

Liberate  Technologies/Internet 

98.00 

1494 

V                          NA                 NA 

Nil 

NM                NA 

NA 

Liberty  Financial  Cos/insurance 

19.43 

30 

18                         -11                 82 

0.8 

7                 18 

1.3 

Eli  Lilly/health  care 

61.18 

97 

54                        -36                60 

6.7 

23                 18 

1.0 

Limited/retailing 

34.00 

48 

29                           -4                 89 

0.8 

15                   7 

0.7 

Lincoln  National/insurance 

2506 

58 

24                         -47                 49 

07 

7                79 

5.7 

Linear  Technology/computers  &  electronics 

50.78 

56 

23 

122               206 

13.6 

fit 

1.0 

Litton  Industries/aerospace  &  defense 

28.75 

75 

27 

-51                45 

0.3 

6                  8 

0.8 

Liz  Claiborne/household  &  personal  products 

45.75 

46 

31                          38               128 

1.0 

13                  9 

1.0 

Lockheed  Martin/aerospace  &  defense 

1681 

46 

16 

-57                40 

0.3 

17                  10 

1.1 

Loews/food,  drink  &  tobacco 

40.06 

84 

40 

-52                45 

0.2 

4                NM               NM 

Langs  Drug  Stares/retailing 

17.31 

37 

17 

-47                 49 

0.2 

9                   7 

0.7 

LookSmart/lnternet 

69.62 

72' 

15'                          NA                 NA 

NM 

NM                 NA 

NA 

Loral  Space  &  Commun  telecommunications 

1168 

26 

12 

-38                58 

2.0 

NM                 53 

NM 

Louisiana  Pacific/forest  products 

11.37 

25 

11 

-39                57 

0.4 

6                   5 

06 

Lowe's  Cos/retailing 

45.00 

66 

41                         -31                 64 

1.1 

20                 14 

1.3 

LSI  Logic/computers  &  electronics 

8825 

90 

12                        580               631 

6.3 

75                  48 

1.0 

LTV/metals 

3.12 

8 

3 

-43               53 

0.1 

NM                 16 

14 

Lucent  Technologies/telecommunications 

67.98 

84 

48 

32               122 

5.6 

50                 33 

NM 
NA 

Lycos/lnternel 

73.25 

94 

29 

49               138 

39.4 

NM                 NA 

Lyondell  Chemical  chemicals 

10.93 

23 

8                        -21                 73 

0.4 

31                 13 

1.4 

NM 

Macromedia  Internet 

8987 

93 

27 

156              237 

20.0 

99                NM 

IMF  Bancorp/banking 

16.37 

25 

16 

-27                68 

1.2 

8                 17 

2.9 

Mallinckrodt  health  care 

23.81 

38 

22 

-23                72 

0.6 

9                  7 

0.4 

MiT  Bank,  banking 

373.75 

583 

357 

-22                72 

1.6 

10                  8 

1.4 
1.0 

Manpower  business  services 

2775 

40 

20       1 

15               107 

0.2 

13                12 

Marriott  Intl/entertamment  &  info 

26.93 

45 

26                        -30                65 

0.8 

14                  11 

0.8 

Marsh  &  McLennan 'insurance 

74.56 

105 

62                          -3                90 

2.2 

18                  12 

0.8 

Marshall  &  llsley/banking 

45  62 

73 

43 

-22                73 

2.0 

13                  7 

12 

Masco/construction 

1837 

34 

17     J 

-29               66 

1.3 

10                11 

1.6 

Mattel/household  &  personal  products 

9.06 

30 

9 

-62                36 

0.7 

13                 10 

1.1 
12 

Maxim  Integrated  Prod/computers  &  electronics 

70.12 

70 

23 

210               288 

28.3 

81                 57 

Maxygeo/health  care 

16900 

186' 

32' 

NA                 NA 

NM 

NM                 NA 

NA 

May  Dept  Stores/retailing 

25.00 

45 

24                         -37                 58 

0.6 

9                   7 

0.6 

Maytag' consumer  durables 

27.62 

75 

26                        -50                47 

0.5 

7                   5 

0.8 

n 

39.31 

72 

36 

-37                58 

4.1 

8                   3 

MBNA/fmencial  services 

22.06 

33 

20 

-10                84 

2.7 

15                   7 

0.5      Vf 

1    McDonald's  tood  distributors 

31  75 

50 

30                         -27                 68 

3.2 

20                13 

1.4      '  | 

>le  divided  by  its  H   In 

»l  $100  in.csied  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
try's  median  enterprise  multiple.  'Range  is  for  less  than  period  indicated 

ie  SAP  500.  Enterprise  value  divided  by  operating  Income. 
NA.  Not  available.  NM:  Not  meaningful. 
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Mutual    of  America: 
for   all    of  America 


^§ 


for  over  .So  years,  our  retirement  and  savings 
products  nave  helped  tno.se  wno  worked  in  trie 
not-for-profit  world  turn  Ineir  dreams  into  reality. 

INow   were  doing  tlie  .same  (or  tne  rest  ol  America. 


Individuals  and  groups,  companies  and  partnerships  -- 
hie  and  .small  —  receive  the  same  quality  service  and 
care-.  1  he  same  freedom  ot  choice.  1  he  .same  retirement  and  .savings  products  ottering  a  variety  ol 
investment  options.  All  with  a  .single  phone  call.  All  without  front-end  charges,  withdrawal  iee.s  or  transler 
charges,  from  a  local  salaried  consultant  you  get  to  know  by  name  and  who  has  a  personal  and  professional 
interest  in  the  financial  well  being  of  those  we  serve. 

Its  our  way  of  helping  to  keep  their  dream  alive  lor  anyone  who  wants  their  future  to  go  further. 


Mutual  of  America 

the  spirit  of  America 


Park  Avenue,  New  York.  NY  10022-6839  I  800  468  3785  www.mutualofamerica.com  Mutual  of  America  Life  Insurance  Company  is  a  Registered  Broker/Dealer 


01(k)    •    403(b)    •    457    •    ANNUITIES    •    TDA    •    RETIREMENT   PLANS    •    LIFE    INSURANCE 


complete  information  on  our  variable  accumulation  annuity  products,  including  all  charges  and  expenses,  please  refer  to  the  applicable  prospectuses  which  should  be  read  carefully  before  investing 


■f\ 


Os 


Wall  Strsfit 
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__SMCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

Company 

recent 

12-month 
high       low 

price 
change 

relative 
to  market1 

Price/ 
sales 

2000 

estimate 

Enterprise 
multiple2 

enterprise 
multiple3 

McC'aw-ti)!!  lius/entertainment  &  info 

$49.00 

$63        $45 

-14% 

80 

2.4 

22 

12 

0.9 

MCI  VV'r'ii'. cm/telecommunications 

46.68 

65         41 

-19 

76 

2.4 

25 

14 

NM 

iw^i.i. .  wn  HBaC/health  care 

18.62 

71          18 

-69 

29 

0.2 

15 

46 

2.4 

MiLeciiUSA;  telecommunications 

104.50 

108         19 

446 

506 

18.4 

NM 

NM 

NM 

Mead/forest  products 

31.06 

46         28 

5 

97 

0.8 

12 

10 

1.2 

Medarex/health  care 

143.00 

206           3 

4,300 

4.083 

MM 

NM 

NA 

NA 

Media  General/entertainment  &  info 

50.37 

60          44 

1 

94 

1.6 

19 

5 

0.4 

MediaOne  Group/telecommunications 

78.12 

83         60 

27 

118 

18.8 

NM 

75 

NM 

Medlmmune/health  care 

191.93 

229         45 

230 

306 

34.5 

NM 

NM 

NM 

Medtronic/health  care 

51.25 

53          30 

53 

142 

13.1 

47 

36 

1.9 

Mellon  Finl/banking 

27.56 

40          27 

-22 

72 

2.4 

14 

6 

u 

Mercantile  Bkshs/banking 

25.56 

40          24 

-35 

60 

2.6 

10 

3 

0.5 

Merck/health  care 

59.56 

87          52 

-29 

66 

4.2 

21 

17 

0.9 

Mercury  Interactive/computer  software  &  svcs 

114.87 

135         11                        526 

581 

47.8 

NM 

NM 

NM 

Merisel/computers  &  electronics 

2.50 

4           1 

60 

148 

0.0 

NM 

31 

0.7 

Meritor  Automotive/consumer  durables 

14.56 

27          14 

-3 

90 

0.2 

5 

5 

0.8 

Merrill  Lynch/financial  services 

104.93 

112          62                           20 

112 

1.2 

17 

14 

1.0 

Metro-Goldwyn-Mayer/entertainment  &  info 

27.43 

28         11                        157 

238 

4.8 

NM 

10 

0.7 

Metromedia  Tiber  Net/telecommunications 

83.50 

89         21 

259 

333 

NM 

NM 

NA 

NA 

MGIC  Investment/insurance 

33.31 

63         32 

-7 

86 

3.5 

7 

3 

0.2 

Micrel/computers  &  electronics 

12056 

132         24                        370 

437 

25.5 

99 

74 

1.6 

MicroAge/computer  software  &  services 

3.43 

9           2                        -53 

44 

00 

NM 

17 

0.2 

Microchip  Technology/computers  &  electronics 

6918 

77         21 

222 

299 

7.7 

43 

29 

0.6 

Micromuse/computer  software  &  services 

180.62 

206         16 

895 

923 

43.8 

NM 

NM 

NM 

Micron  Technology/computers  &  electronics 

106.37 

111          34 

111 

196 

6.3 

28 

22 

0.5 

Microsoft/computer  software  &  services 

101.00 

120          76 

26 

117 

241 

60 

42 

0.4 

MicroStrategy/computer  software  &  services 

313.00 

333           7 

2.682 

2,582 

NM 

NM 

NM 

NM 

Millennium  Pharm  health  care 

235.50 

316         29                        594 

644 

57.7 

NM 

NM 

NM 

Minn  Mining  &  Mf  g  business  supplies 

81.50 

104         69                            1 

94 

2.1 

18 

10 

0.9 

Mirage  Resorts/entertainment  &  info 

18.00 

26         11 

-12 

82 

1.4 

20 

11 

0.8 

Mohawk  Industries/household  &  personal  prods 

19.81 

39         18 

-35 

60 

0.4 

6 

5 

0.6 

Molex  computers  &  electronics 

62.67 

64         21 

170 

251 

5.2 

58 

29 

0.6 

Monsanto/health  care 

39  75 

51         33 

-18 

76 

2.8 

32 

19 

1.0 

Montana  Power/electric  utility 

55.25 

57         27 

83 

169 

4.3 

42 

21 

2.4 

MONY  Group/insurance 

27.06 

34         23 

8 

100 

0.6 

11 

18 

1.3 

JP  Morgan  &  Co/banking 

106.06 

148        105 

-13 

81 

1.0 

10 

8 

1.4 

Morgan  Stanley  DW  'financial  services 

86  62 

90          41 

71 

159 

1.5 

21 

16 

1.1 

Mo  torolij  telecommunications 

172.25 

185         66 

154 

236 

4.0 

55 

42 

NM 

MRV  Communications  telecommunications 

184.50 

195           6 

2,738 

2,634 

18.0 

NM 

NA 

NA 

Nabisco  Group/food,  drink  &  tobacco 

8.75 

22           8 

-56 

40 

0.4 

9 

8 

0.9 

Nabors  Industries/energy 

36  50 

40         14 

139 

222 

7.2 

47 

31 

2.4 

Nash  Finch/food  distributors 

8.56 

11           6 

-2 

91 

0.0 

8 

8 

0.9 

National  City/banking 

17.25 

37          17 

-50 

46 

1.3 

7 

7 

1.3 

Natl  Commerce  Bncp/banking 

16.93 

27          17 

-28 

67 

3.3 

15 

17 

2.8 

Natl  Semiconductor/computers  &  electronics 

70.00 

86            9 

591 

642 

6.0 

27 

31 

0.7 

National  Steel/metals 

7.12 

11            6                         -16 

78 

0.1 

5 

12 

1.0 

Nationwide  Financial  iinanci.il  services 

20.93 

49         20                        -52 

45 

10 

6 

11 

0.8 

Navistar  Inti'caoital  goods 

3350 

56         32 

-12 

82 

0.2 

6 

7 

0.8 

NCR/computers  &  electronics 

41.43 

55          27 

-7 

86 

0.6 

17 

12 

0.3 

'                    nications 

99.93 

120'         ll4 

NA 

NA 

NM 

NM 

NA 

NA 

Stock  r          U'                       i)  The  ending  value 
,     'Con-i                                          chvided  by  Its  indu 

ol  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  Invested  in  t 
Itry's  meo'an  enterpnse  multiple,  'flange  is  for  less  than  period  indicated 

ie  S&P  500    -Enterprise  value  divided  by  operating  income. 
NA:  Not  available.  NM:  Not  meaningful. 
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Wall  Street 

STORK  PRIM                           PRICE  PERFORMANCE 

Price/ 

Relative 

Latest  12  months 

EPS 

Company/industry 

recent 

12-month 
nigh       low 

price 
change 

relative 
to  market1 

Price/ 
sales 

2000 

estimate 

Enterprise 
multiple2 

enterprise 

multiple3 

Network  ftr>?liance/computers  &  electronics 

$118.43 

$124 

$10 

1,040% 

1,058 

38.4 

NM 

NM 

NM 

Network  .Solutions/Internet 

244.53 

253 

25 

341 

409 

37.5 

NM 

NM 

NM 

New  Century  Energies/electric  utility 

25.00 

41 

24 

-38 

58 

0.9 

8 

9 

1.0 

Now  York  Times/entertainment  &  info 

41.68 

50 

27 

40 

129 

2.2 

21 

11 

0.8 

Newell  Rubbermaid/household  &  personal  prods 

21.50 

52 

21 

-55 

42 

1.0 

11 

11 

1.3 

Nextel  Commun/telecommunications 

159.62 

166 

31                          409 

472 

16.8 

NM 

NM 

NM 

Nextel  Partners/telecommunications 

35.62 

40' 

284 

NA 

NA 

NM 

NA 

NA 

NA 

Nextlink  Commun/telecommunications 

123.31 

130 

25 

355 

422 

59.8 

NM 

NA 

NA 

Niagara  Mohawk/electric  utility 

11.18 

16 

11                        -26 

69 

0.5 

35 

8 

0.9 

NIKE/household  &.  personal  products 

26.87 

67 

26       j         |         -52 

45 

0.8 

12 

8 

1.0 

Niku/computer  software  &  services 

70.50 

106' 

61' 

NA 

NA 

NM 

NA 

NA 

NA 

NiSource/electric  utility 

14.68 

29 

13 

-47 

49 

0.6 

8 

9 

1, 

Noble  Drilling/energy 

38.18 

42 

15 

140 

222 

7.2 

37 

24 

1.9 

Nordstrom/retailing 

22.12 

45 

18 

-42 

54 

0.6 

13 

11 

1.0 

Norfolk  Southern/travel  &  transport 

13.18 

36 

13 

-56 

41 

1.0 

13 

14 

1.8 

North  Fork  Bancorp/banking 

14.68 

27 

14 

-37 

59 

2.9 

8 

9 

1.6 

Northeast  Utilities/electric  utility 

19.87 

22 

14 

34 

124 

0.6 

14 

7 

0.9 

Northern  States  Power/electric  utility 

16.62 

27 

16 

-39 

57 

0.9 

9 

10 

1.1 

Northern  Trust/banking 

52.31 

62 

40 

13 

105 

4.2 

27 

7 

1.2 

Northrop  Grumman/aerospace  &  defense 

47.06 

76 

43 

-26 

69 

0.4 

7 

6 

0.6 

Northwest  Airlines/travel  &  transport 

1775 

36 

16 

-30 

65 

0.2 

7 

9 

1.1 

NorthWestern/energy 

22.87 

27 

21                        -12 

82 

0.2 

13 

14 

1.1 

Novell/computers  &  electronics 

31.37 

45 

16 

30 

121 

7.9 

42 

32 

0.7 

Novellus  Systems/computers  &  electronics 

69.93 

70 

15 

283 

356 

4.6 

40 

62 

1.3 

NStar/electnc  utility 

39.25 

47 

37                            2 

95 

1.2 

12 

12 

1.4 

NTL  entertammenr  &  info 

10506 

110 

44 

102 

187 

9.4 

NM 

57 

43 

Necor/metals 

48.06 

62 

42 

13 

105 

1.0 

12 

8 

0.7 

Occidental  Petroleum/energy 

17.43 

25 

16                             5 

98 

0.8 

10 

9 

0.7 

Office  Depot/retailing 

10.43 

26 

9                         -54 

42 

0.3 

10 

9 

0.9 

OfficeMax/retailing 

6.25 

12 

4 

-29 

66 

0.2 

10 

14 

1.3 

Old  Kent  Financial/banking 

24.37 

47 

24 

-44 

52 

1.7 

10 

10 

1.6 

Old  National  Bncp/banking 

24.25 

35 

23 

-15 

79 

2.0 

13 

5 

0.9 

Old  Republic  Intl  insurance 

11.12 

21 

11 

-43 

53 

0.6 

7 

11 

0.8 

Omnicom  Group/business  services 

83.68 

108 

66 

20 

112 

2.9 

36 

23 

1.8 

One  Valley  Bancorp/banking 

28.00 

40 

25 

-19 

75 

1.8 

11 

5 

0.8 

OpenTV/computer  software  &  services 

184.25 

190' 

50' 

NA 

NA 

NM 

NM 

NA 

NA 

Oracle/computer  software  &  services 

8162 

85 

11 

472 

530 

11.9 

NM 

80 

0.8 

Owens  &  Minor/health  care 

11.00 

13 

8                        -12 

82 

0.1 

12 

11 

0.6 

Owens  Corning  construction 

14.62 

44 

13 

-51 

46 

0.2 

3 

7 

1.1 

Owens-Illinois/forest  products 

-  

16.25 

33 

13 

-36 

59 

0.4 

9 

8 

1.0 

Oxford  Health  Plans  health  care 

1468 

24 

10                        -10 

83 

0.3 

12 

6 

0.3 

Paccar/capital  goods 

4256 

63 

40       1 1           -3 

90 

0.4 

7 

6 

0.7 

Pacific  Century  Finl/banking 

16.37 

24 

14 

-27 

68 

1.0 

8 

5 

0.8 

PacifiCare  Health/health  care 

47.50 

98 

31                        -33 

62 

0.2 

7 

9 

0.5 

Pactfv/forest  products 

7.87 

154 

8'                          NA 

NA 

0.5 

9 

9 

1.0 

PaineWebber  Group/financial  services 

3962 

50 

32 

2 

95 

0.7 

10 

11 

08 

faramotric  Techn»legy/compui?r  software  &  sves 

30.87 

36 

12 

67 

155 

8.1 

63 

33 

0.4 

•tee  Cat*rtal«/cniriiainflieni  &  info 

10  37 

14 

7 

27 

118 

1.0 

15 

12 

0.9 

Stool                                                      fag  value 

Its  Indu! 

of  SlOO  invested  In  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
try's  median  enterprise  multiple.  "Range  is  for  less  than  period  indicated 

ie  SAP  500   ^Enterprise  value  divided  by  oper 
NA:  Not  available.  NM:  Not  meaningful. 

iting  income. 
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J.  he  high  cost  of  low  cost  stock. 


Vrhile  owning  low  cost  stock  offers  many  advantages,  it  can  also  entrap  you. 
If  one  company's  stock  constitutes  a  large  percentage  of  your  personal  net  worth,  it 
can  be  extremely  difficult  to  diversify. 

With   over   145   years   of  experience   advising   affluent  individuals   and  families, 
U.S.  Trust  is  skilled  at  developing  tax-intelligent  strategies  to  diversify  out  of  low  cost 
holdings.  These  innovative  strategies  are  yet  another  way  we  can  provide  investment 
advice    and   other  wealth    management   services    that   preserve   and   grow  assets. 
These  services  include  private  banking,  estate,  tax  and  retirement  planning,  and 
fiduciary  services. 

For  guidance  that  can  help  you  diversify  out  of  low  cost  holdings  in  ways  that  could 
help  your  portfolio  soar,  please  contact  Mark  Talt  in  California  at  1-800-292-1112 
or  Jeff  Grubb  for  the  Pacific  Northwest  at  1-800-767-2301  or  visit  us  atwww.ustrust.com. 


US, 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK   BOCA  RATON   CHARLOTTE   COSTA  MESA   DALLAS   ESSEX    GARDEN  CITY   (.REENSBORO   GREENWICH    HOUSTON    LARKSPUR    Los  Wi.llls 
MORR1STOWN  NAPLES  PALM  BEACH  PHILADELPHIA  PORTLAND  PRINCETON  RALEIGH  SAN  FR\NCISCO  STAMFORD  \TRO  BEACH  WASHINGTON  DC.  WEST  HARTFORD 
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_£I0CK  PRICE 

PRICE  PERFMMAMCI 

Price/ 
EPS 

Relative 

Latest  12  months 

SenpaBy 

recent 

12-month 
high      low 

price          relative 
change      to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 
multiple3 

Parke1- ;              ;pital  goods 

$35.50 

$54 

$34 

-3%              90 

0.8 

11 

7 

0.8 

;  Payi                s  services 

50.87 

52 

24 

65               153 

18.3 

56 

44 

3.4 

urns  Group/health  care 

114.93 

160 

20                        433               495 

9.2 

NM 

NM 

NM 

PE  Caiera  (Jenomtcs/health  care 

202.18 

276' 

7' 

NA                 NA 

NM 

NM 

NA 

NA 

PECO  Energy/electric  utility 

38.25 

51 

31 

-4                89 

1.3 

11 

10 

1.2 

JC  Penney/retailing 

13.93 

54 

14 

-66                32 

0.1 

7 

7 

0.7 

Pennzoil-Quaker  State/energy 

8.81 

15 

8 

-29               66 

0.2 

10 

8 

0.6 

People's  Bank/banking 

17.37 

32 

17 

-40               55 

1.1 

9 

5 

0.8 

Peoples  Heritage  Finl/banking 

10.50 

20 

10 

-44                52 

1.0 

6 

1 

0.2 

PeopleSoft/computer  software  &  services 

24.62 

28 

12                          37               127 

4.6 

NM 

71 

0.7 

Pepsi  Bottling  Group/food,  drink  &  tobacco 

19.81 

25* 

16' 

NA                 NA 

0.4 

17 

9 

1.0 

PepsiCo/food,  drink  &  tobacco 

30.75 

42 

30 

-20                74 

2.2 

22 

13 

1.4 

Peregrine  Systems/computer  software  &  svcs 

75.25 

79 

8 

425               487 

17.7 

NM 

NM 

NM 

PerkinElmer/capital  goods                                     72.56 

85 

26                        164               245 

2.6 

35 

24 

2.7 

Pfizer/health  care 

35.00 

50 

30 

-25                69 

8.3 

34 

28 

u 

0.7 

PGM/electric  utility                                             21.25 

34 

20 

-35                60 

0.4 

9 

6 

Pharmacia  t  Upjohn/health  care 

52.00 

66 

43 

-9                85 

3.7 

26 

19 

1.0 

Phelps  Dodge/metals 

47.93 

73 

45 

0                93 

1.2 

20 

16 

1.4 

Philip  Morris  Ctt/food.  drink  &  tobacco 

19.06 

43 

19 

-52                45 

0.7 

5 

5 

0.5 

Phillips  Petroleum/energy 

39.75 

57 

36 

-9                 84 

0.7 

13 

8 

0.6 

Phone.com/computer  software  &  services 

200.75 

208' 

16' 

NA                NA 

NM 

NM 

NA 

NA 

Pinnacle  West/electric  utility                                  26.18 

43 

26 

-32                63 

0.9 

8 

6 

0.7 

Pitney  Bowes/business  supplies 

46.12 

73 

41 

-28                67 

2.8 

18 

12 

1.1 

Prttsten/business  services 

1525 

30 

15 

-35                61 

0.2 

7 

8 

0.6     | 

Plains  Resources/energy 

14.37 

20 

9 

29              120 

0.1 

15 

14 

1.1 

Plug  Power/energy 

149.75 

157' 

15' 

NA                 NA 

NM 

NM 

NA 

NA 

PMC-Sierra/computers  &  electronics 

24543 

256 

17 

1.143             1.153 

64.2 

NM 

NM 

NM 

PMI  Group/insurance 

33.93 

56 

28 

19               110 

2.3 

6 

2 

0.2 

PNC  Financial  Services/banking                             37.43 

62 

36                        -34                61 

1.4 

9 

9 

1.6 

Popular/banking                                                  1923 

35 

19                         -44                 52 

1.2 

10 

6 

1.0 

Portal  Software/Internet 

77.68 

86' 

14' 

NA                 NA 

59.6 

NM 

NA 

NA 

Potomac  Electric/electric  utility 

1975 

32 

19 

-19                 75 

1.0 

11 

9 

1.0 

PPG  Industries/chemicals                                        46.68 

71 

44                         -12                 82 

1.1 

11 

9 

1.0 

PPL'electric  utility 

19  25 

32 

18 

-26                69 

0.6 

7 

9 

1.0 

Praxair/chemicals 

33.50 

58 

31 

-5                89 

1.2 

11 

8 

1.0 

T  Rowe  Price/financial  services 

32.06 

43 

26 

-10                84 

3.7 

15 

8 

0.6 

Prlceline.cont'lnternet                                            94.50 

165' 

46' 

NA                 NA 

28.7 

NM 

NA 

NA 

Procter  t  Gamble/household  &  personal  prods            53.62 

118 

53 

-41                 55 

1.8 

18 

10 

1.2 

Progressive/insurance 

49.75 

152 

49 

-64                 33 

0.6 

16 

8 

0.5 

Protective  Ufe/insurance 

21.75 

41 

21 

-41                 54 

0.9 

8 

18 

1.3 

Protein  Design  Labs/health  care 

268.00 

338 

13 

1.530             1.513 

NM 

NM 

NA 

NA 

Provident  Bankshares  banking                                1 6  00 

29 

14                          -35                 60 

1.0 

9 

NM 

NM 

Provident  Flnl  Group  hanking 

28.37 

46 

25 

-30                65 

1.5 

8 

4 

0.6 

Providian  Financial/financial  services 

65  00 

138 

58 

-43                53 

2.3 

13 

19 

1.4 

PWet/bft                                                         55  87 

61 

16                        183              263 

6.6 

NM 

NA 

NA 

Pub  Svc  Enterprite/electnc  utility                            26  12 

43 

2S                          -33                 62 

0.9 

8 

7 

0.9 

PtHfetSwMd  Entify/fticctric  utility 

19.93 

26 

19 

-19                 75 

0.8 

10 

9 

u 

15  87 

26 

15 

-31                64 

0.2 

4 

7 

1.0 

00  The  ending  value  cl  $100  Invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
•  'cd  by  its  industry  s  median  enterprise  multiple.  'Range  is  tor  less  than  period  indicated 

ie  SAP  500.  Enterprise  value  divided  by  operating  income.    | 
NA:  Not  available.  NM:  Not  meaningful 
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First  there  were  delayed  quotes 
Then  real  time  quotes.  Now  there's 
Stock  Pulse  —  one  of  the  most 
advanced  stock  tracking  tools  ever 
made  available  to  investors. 
The  real  beauty  of  Stock 
Pulse  is  its  simplicity.  It  provides 
you  with  dynamic,  real-time 


streaming  quotes.  But  unlike  other 
tracking  tools,  Stock  Pulse  presents 
them  to  you  in  a  graphical  format. 
Which  means  you  can  see  at  a 
glance  just  how  a  particular  stock,  or  a 


group  of  stocks,  is  trending. 

Some  day,  all  investors  will  have 

tools  as  advanced  as  Stock  Pulse. 

But  right  now,  only  NDB  customers 

have  it.  You  see,  Stock  Pulse  is  just 
another  way  in  which  National 
Discount  Brokers  is  making  online 
trading  easier  for  everyone. 

For  more  information  or  to  open 
an  account  with  us,  visit  our  web  site 
at  ndb.com  or  call  1-800-4-1 -PRICE. 

-Ranked  #  1  by  Barron's* 

Because  if  you're  thinking  about 
going  with  any  other  online  broker, 
you're  way  off  track. 


•Barron's  3/13/00.  The  Best  Online  8rokers."  "Other  products  and  services  are  available  at  other  prices  and  fees.  Trade  volume  discounts  may 
I  apply.  System  availability,  trade  execution  and  reporting  times  may  vary  due  to  market  volatility,  volume,  system  performance  and  other  factors 
;  NOB  does  not  provide  tax  legal  or  investment  advice.  NOB  has  relationships  with  vanous  independent  research  and  market  data  vendors, 
i  Securities  products  and  services  are  offered  through  NDB  NDB  is  a  National  Discount  Brokers  Group,  Inc.  company  NDB  is  member  NASD/SIPC 

Barron's  is  a  registered  trademark  of  Dow  Jones  &  Company  Inc 


ndb.com     I -800-4- I -PRICE 


NATIONAL  DISCOUNT  BROKERS 


We     take     you     under     our    wing. 


SQs 


Company 


STOCK  PRICE 


recent 


12-monfh 
high       low 


PRICE  PERFORMANCE 


Latest  12  months 
price  relative 

change      to  market1 


Price/ 
sales 


Price/ 

EPS 

2000 

estimate 


Relative 
Enterprise    enterprise 
multiple2      multiple1 


&  electronics 
3tsaker  f  -:  ,/food,  drink  &  tobacco 


..ii'telecommunications 

,-QSS  Group/computers  &  electronics 


$178.81 
46.68 

136.12 
12.06 


$203 
71 


$12 
47 


1,158% 
-15 


1.167 
79 


36.9 
1.3 


200 
23 


10 

8 


1.310 
-31 


1.308 
64 


23.4 
1.3 


Quantum-HDD  Group/computers  &  electronics 
Quest  Software/computer  software  &  services 

Qwest  Communications/telecommunications 
Ralston  Purina/food,  drink  &  tobacco 


8.87 
97.50 


11' 

984 


64 

104 


NA 
NA 


NA 
NA 


0.2 

56.2 


52.75 
24.43 


66 

33 


26 
24 


52 

-13 


785 
81 


10.1 
1.5 


Rambus/computers  &  electronics 
R&B  Falcon/energy 

Rational  Software/computer  software  &  services 
Raymond  James  Finl/financial  services 

Raytheon/aerospace  &  defense 
RCN/telecommunications 

Reader's  Digest  Assn/entertainment  &  info 
RealNetworks/Internet 

Red  Hat/Internet 

Redback  Networks/telecommunications 

Reebok  International/household  &  personal  prods 
Regions  Financial/banking 

Reinsurance  Group  Am/insurance 
Reliance  Group/insurance 

Reliant  Energy/electric  utility 
ReliaStar  Financial/insurance 


421.00 
17.31 


439 
19 


52 

7 


504 
135 


560 
218 


NM 
3.7 


86.93 

19.00 

17.75 
67.00 

33.06 
81.62 

71.12 
191.03 

9.06 
19.06 

17.12 
3.43 

21.12 
25.37 


91 

25 

77 
75 

43 
96 

151' 
195' 

23 
39 

47 

11 


22 

16 

18 

27 

27 
24 

20' 

16s 

7 
18 

15 

3 


32 

50 


20 
24 


Republic  Services/business  services  10.93  26  9 

Reynolds  Metals/metals  58  75  82  42 

RF  Micro  Devices  telecommunications  166.68  185  19 

Riggs  National/banking  11.93  22  9 

Rite  Aid  retailing  612  30  5 

RJ  Reynolds  Tobacco  tood  drink  &  tobacco  17.56  34-  16' 

Roadway  Express/travel  4  transport  19.62  25  16 

Rockwell  Intl/capitai  goods  39.25  65  37 

Rohm  and  Haas/chemicals  35  56  49  32 

Roslyn  Bancorp/banking  15.43  20  15 

RSA  Security/computer  software  &  services  87.18  93  14 

Ryder  System'travel  &  transport  18.81  29  17 

SI  Corp/Internet  105  00  142  25 

Sabre  Holdings/business  services  47.75  72  36 


255 
2 

-67 
121 

-6 
243 

NA 
NA 

-49 
-50 

-63 

-60 


329 
95 

30 
206 

88 
319 

NA 
NA 

47 
47 

34 

37 


-25 
-42 


54 


-32 

35 


63 

125 


682 

-34 

-73 

NA 

18 

-13 

11 

-13 

437 
-28 

250 
14 


725 
61 


25 
NA 

109 
80 

103 

80 

498 
67 

324 

106 


14.9 

0.7 

0.3 

15.2 

1.4 
46.3 

NM 
NM 

0.2 

1.3 

0.5 
0.1 


0.4 

0.8 


1.0 

0.8 


51.1 
0.8 


0.1 

0.2 

0.1 
1.1 

1.5 
2.0 

15.9 
0.2 

55.2 
2.5 


NM 
15 


NM 
10 

34 

NM 


NM 
15 


NM 

NM 


73 

9 

11 
NM 

21 
NM 

NM 
NM 


11 


NM 

10 

13 

5 

7 
11 

15 
10 

NM 
9 

NM 
23 


NM 

10 

NM 
5 

NA 

NM 


57 
10 


NM 
27 

63 
22 

10 
NA 

15 
NM 

NA 
NA 


16 
NA 

10 
16 


6 
12 

NM 
NM 

NA 

5 


11 
3 

NM 
6 

NA 
10 


NM 
1.0 

NM 

C.l 

NA 

NM 


NM 
1.1 


NM 
2.1 

0.7 
1.6 

1.0 
NA 

1.1 
NM 

NA 
NA 

0.9 
0.9 

1.2 

NA 

1.1 
1.2 


0.5 
1.1 

NM 
NM 

NA 

0.5 

0.7 
0.9 

1.2 
0.5 

NM 
0.7 

NA 
0.7 


Safeco/insurance 

Safeguard  Scientific*  computers  &  electronics 

18.56          47           18 
90.50         95         16 

-56                 41 
459               519 

0.4                 11                  14                1.0 
1.1                NM                NM                NM 

Safeway/food  distributors 
St  Paul  Ces/insurance 

3506         57         29 
23.00         37         21 

-38                57 
-31                64 

0.6                16                10               1.1 

0.7                  8                 12               0.9 

_ i 

Saks/retailing 

SanDisk  computers  &  electronics 

13.06         33         11 
125.81       170           9 

-59                38 
582               633 

0.3                  8                  9               0.9 
31.1                NM                 NM                NM 

Sanmina/computers  &  electronics 
Sapient,  computer  software  &  services 

63.53         65         27 

114  06       151          2i 

112               197 

260               334 

2.9                 49                 34                0.7 
23.7                NM                NM               NM 

Sara  Lee/focd.  drink  &  tobacco 
•BC      "i'-.u:iicati»ns,;tciecommuni.  a'.ons 

14.56         28         13 
42.00         60         35 

-45                51 

-21                73 

0.6                 11                  10                1.0 
2.9                 18                   9                NM 

Stock  ;                                ?000.  The  1 1  Hmg  value  ot  SlOO  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  In  the  SAP  500.  -Enterprise  value  divided  by  operating  income. 
'Comcony  »  rnimpf  .v   nuliple  dividec       to  industry's  median  enterprise  multiple    'Range  is  for  less  than  period  Indicated.  NA:  Not  available.  NM:  Not  meaningful. 
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our  eLommerce  strategy  built  to  last? 


Today's  competitive  landscape 
zzles  with  innovation  and  change. 
l  only  the  most  durable  business 
odels  are  likely  to  survive. 
In  this  brutal  environment,  your 
rategy  must  be  robust  enough 
)  stand  out,  yet  flexible  enough 


to  evolve  as  conditions  demand. 
Andersen  Consulting  can  help 
to  keep  your  entire  organization 
attuned  to  this  shifting  reality. 
So  no  matter  how  hot  the  com- 
petition gets,  your  strategy  will 
still  look  pretty  cool. 


To  find  out  how  our  eCommerce 
experience  can  benefit  your  organi- 
zation, visit  us  at  www.ac.com. 

/v  Andersen 
^i  Consulting 


UfelLSfteel 


__SI0CKPR1CE^ 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

Company/industry 

recent 

12-month 
high       low 

price          relative 
change       to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 
multiple3 

Scana/electiicJt:  u 

$22.93 

$29        $21 

-2%              91 

1.5 

11 

10 

1.1 

Schcring-Fijugti/health  care 

37.25 

61          31 

-36                60 

6.0 

23 

19 

1.0 

Charles  Schwab/financial  services 

52.25 

78          27 

24                115 

9.1 

60 

52 

3.6 

SCI  Systems/computers  &  electronics 

46.00 

49          13 

157               239 

0.5 

34 

20 

0.4 

Scient/lnternet 

121.00 

134'        144 

NA    '            NA 

86.1 

NM 

NA 

NA 

Scientific-Atlanta/telecommunications 

67.71 

75         13 

398              462 

3.8 

90 

61 

NM 

SDL/computers  &  electronics 

213.59 

245          16 

1,199            1.206 

40.8 

NM 

NM 

NM 

Seagate  Technology/computers  &  electronics 

64.50 

65         25 

115               199 

2.1 

NM 

16 

0.3 

Sealed  Air/forest  products 

44.75 

68         44 

-11                82 

1.3 

20 

10 

1.2 

Sears,  Roebuck/retailing 

27.75 

53         25 

-40                56 

0.3 

7 

3 

0.3 

Selectica/lnternet 

141.23 

154*         944 

NA                 NA 

NM 

NA 

NA 

NA 

Sempra  Energy/electric  utility 

17.43 

25         16 

-17                77 

0.7 

9 

6 

0.7 

Sepracor/health  care 

112.25 

127         29 

66               154 

NM 

NM 

NA 

NA 

Service  Corp  Intl/busmess  services 

3.50 

22           3 

-76                22 

0.3 

5 

8 

0.6 

ServiceMaster/business  services 

11.93 

21         10 

-34                61 

0.7 

15 

10 

0.8 
0.5 

7-Eleven/food  distributors 

3.50 

4           2 

72               160 

0.2 

18 

4 

Shaw  Industries/household  &  personal  products 

11.31 

22         11 

-46                50 

0.4 

6 

5 

0.6 

Sherwin-Williams/chemicals 

18.93 

33         17 

-31                64 

0.6 

9 

7 

0.8 

ShopKo  Stores/retailing 

17.75 

41          16 

-41                55 

0.1 

6 

8 

0.7 

Siebel  Systems/computer  software  &  services 

162.87 

175         16 

563               615 

40.1 

NM 

NM 

NM 

Sierra  Pacific  Res/electric  utility 

13.87 

27         13 

-44                52 

0.8 

8 

16 

1.9 

Sigma-Aldrich/chemicals 

2212 

35         20 

-21                73 

1.9 

12 

8 

0.9 

Silknet  Software/Internet 

273.00 

2854        16' 

NA                 NA 

NM 

NM 

NA 

NA 

Sky  Financial  Group/banking 

14.43 

28          14 

-43                 53 

1.6 

8 

3 

0.5 

SLM  Holding/financial  services 

29.50 

54         29 

-34                61 

1.4 

9 

35 

2.5 
1.0 

Smirhfield  Foods/food,  drink  &  tobacco 

16.00 

34          15 

-39                56 

0.2 

6 

9 

Smurfit-Stone  Container/forest  products 

14.68 

26         13 

-20                74 

0.5 

8 

12 

1.4 

Sodexho  Marriott/business  services 

1093 

25         10 

-49                47 

0.2 

11 

S 

0.7 

Software.com/lnternet                                          142.25 

155'        18' 

NA                 NA 

NM 

NM 

NA 

NA 

Solectron/computers  &  electronics 

36.25 

49         22 

45               135 

1.1 

43 

30 

0.6 

Solutia/chemicals 

11.87 

26         11 

-38                58 

0.5 

5 

8 

0.9 

Sonic  Automotive/retailing 

9.37 

17           8 

-41                 55 

0.1 

5 

7 

0.7 

Sonoco  Products/forest  products 

18.31 

31          18 

-25                69 

0.7 

9 

7 

0.8 

Southdown/construction 

51.50 

70          45 

5                97 

1.5 

8 

6 

0.9 

Southern  CeHectric  utility 

2112 

29          21 

-15                 79 

1.2 

10 

9 

1.1 

SouthTrust/banking 

2143 

43          21 

-46                 50 

1.1 

7 

12 

2.0 

Southwest  Airlines/travel  &  transport 

18.68 

24          14 

-10                 83 

2.0 

19 

11 

1.4 

Southwest  Securities/financial  services 

45.62 

87          18 

79               166 

1.4 

19 

89 

6.3 

Sovereign  Bancorp/banking 

7.06 

26           7 

-46                 50 

1.0 

6 

13 

2.2 

Spiegel/retailing 

8.31 

15           5 

21               112 

0.3 

10 

8 

0.8 

Sprint  FON/telecommumcations 

6137 

76         43 

38               128 

3.2 

31 

13 

NM 

Sprint  PCS/tclecommunications                                59.50 

60         18 

228               305 

17.1 

NM 

NA 

NA 

SranCorp  Financial/insurance 

25.75 

30<        21' 

NA                 NA 

0.7 

9 

21 

1.5 

Staples/retailing 

19.37 

36         16 

-37                 58 

1.0 

22 

15 

1.4 

Starbucks/retailing                                                 35  62 

41         20 

19               110 

3.6 

50 

24 

2.2 

State  Street/financial  services                                6762 

95         56                        -22                72 

2.3 

20 

NM 

NM 

Mies 

11.93 

21         10 

-15                78 

0.6 

9 

7 

0.6          1 

53.31 

81         48 

1                94 

2.5 

24 

21 

11 

1  V  .     0  20C0  The  ending  value 
n  d  by  Itsindui 

ol  $100  invested  In  the  stock  divide 
itry's  median  enterprise  multiple. 

d  by  It- 
Range 

e  ending  value  of  $1  invested  in  t 
is  for  less  than  period  indicated 

le  S&P  500.    Enterprise  value  divided  by  operating  income.     , 
NA:  Not  available.  NM:  Not  meaningful. 

342      t     ()    i;     l<    ).    S    •    April  17,  2000 


IF  IT'S  MADE  IN 


ITS  MADE  IN  THE  USA 


And  not  only  do  we  offer  the  Made  in  the  USA  advantage,  we  also  offer  a  perfect 
climate  for  your  business: 

►  Effective  tax  rate  as  low  as  2%  and  a  maximum  of  7% 

►  Highly  educated,  bilingual,  available  workforce  and  managers 

►  Advanced  infrastructure,  rivaling  that  of  any  other  U.S.  jurisdiction 

►  Full  expensing  of  investment  in  machinery  &  equipment 

►  Fastest  permitting  process  in  the  United  States 

►  Beautiful  climate  all  year  round  and  enviable  quality  of  life 

Call  your  perfect  business  partner,  the  Puerto  Rico  Industrial  Development  Company, 
today.  We  will  prove  that  Puerto  Rico  really  means  business! 


p^:^co 


GOVERNMENT  OF  PUERTO  RICO 

Puerto  Rico  Industrial  Development  Company 

www.pridco.com  1-888-5-PRIDCO 


PUERTO  RICO^USA 


z 

£ 
s 
o 
u 


o 

I- 

CL 

u 
D 
0. 
O 

c 
o 

CM 


PERFECT 


USINESS  CLIMATE 


FORBES  500s 


Wall  Street 

SIOCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
EPS 

Relative 

Latest  12  months 

Company/industry 

recent 

12-month 
high       low 

price          relative 
change      to  market1 

Price/ 
sales 

2000 
estimate 

Enterprise 
multiple2 

enterprise 

multiple5 

Suiza  Foods/food,  drink  &  tobacco 

$38.68 

$45        $30 

-2%              91 

0.3 

10 

8 

0.9 

Summit  Bas-.corp/banking 

22.93 

44          22 

-43                53 

1.4 

8 

6 

1.1 

Sun  Microsystems/computers  &  electronics 

94.18 

102         25 

263               337 

12.5 

NM 

65 

14 

Ssnoco/energy 

28.00 

39         22 

-16                78 

0.3 

11 

16 

1.2 

SunTrust  Banks/banking 

47.37 

76         47 

-31                64 

1.9 

11 

8 

1.4 

Supervalu/food  distributors 

14.43 

26          14 

-38                57 

0.1 

7 

10 

10 

Sycamore  Networks/telecommunications 

170.00 

2004        574 

NA                 NA 

NM 

NM 

NA 

Symantec/computer  software  &  services 

80.81 

82         13 

437               498 

6.6 

32 

29 

0.3 

Symbol  Technologies/business  supplies 

66.16 

69         17 

222               299 

5.2 

65 

37 

3.4 

Synopsys/computer  software  &  services 

43.31 

76         37 

-7                86 

3.6 

17 

10 

0.1 

Synovns  Fml/banking 

14.93 

24          15 

-36                59 

2.6 

16 

9 

1.6 

Sysco/food  distributors 

28.81 

41         25 

2                95 

0.5 

23 

13 

1.5 

Tandy/retailing 

39.87 

80         27 

35               126 

1.8 

23 

15 

1.4 

Target/retailing 

60.81 

77          54 

-13                81 

0.8 

21 

12 

1.2 

TCF  Financial/banking 

18.68 

31         18 

-30                65 

1.5 

8                 6 

1.1 

TO  Watertaousc  Group/financial  services 

19.87 

274        11* 

NA                NA 

6.6 

39 

54 

3.8 

Tech  Data/computers  &  electronics 

23.62 

45         15 

43               132 

0.1 

9 

13 

0.3 

TECO  Energy/electric  utility 

17.81 

24          17 

-18               76 

1.1 

10 

8 

0.9 

Tele  t  Data  Systems/telecommunications 

106.00 

137         53 

96               182 

3.3 

37 

13 

NM 
NA 

Teligent/telecommunications 

91.00 

97         34 

118               202 

NM 

NM 

NA 

Tellahs/telecommunications 

57.00 

77         43 

26               117 

10.0 

34 

27 

NM 

Temple-Inland  lore  t  products 

45.12 

78          44 

-27                67 

0.7 

9 

14 

1.6 

Tenet  Healthcare/health  care 

20.68 

29         15 

5                97 

0.6 

10 

8 

0.4 

Tenneco  Automotive/consumer  durables 

7.37 

16           7 

-51                45 

0.1 

4 

9 

1.4 

Teradyae/computers  &  electronics 

89.56 

91         22 

251               326 

8.5 

40 

45 

1.0 

Terayon  Communication/Internet 

266  50 

285         26 

597               647 

59.9 

NM 

NA 

NA 

Tern/capital  goods 

12.00 

36         11 

-46                50 

0.2 

4 

9 

1.0 

Tetoro  Petroleum/energy 

9.37 

19           9 

1                93 

0.1 

8 

7 

0.5 

Texaco/energy 

48  75 

70          44 

-12                82 

0.8 

14 

13 

1.0 

Texas  Instruments/computers  &  electronics 

181.75 

200          46 

265               339 

15.7 

77 

56 

1.2 

Texas  Utilities/electric  utility 

26.62 

46          26 

-39                57 

0.4 

8 

9 

1.1 

Textrea/aerospace  &  defense 

52.56 

98         51 

-35                60 

0.7 

11 

10 

1.1 

Thermo  Electron/business  services 

25.81 

27          13 

82               169 

1.6 

26 

17 

1.3 

3Com/computers  &  electronics 

6893 

120         20 

168              249 

4.2 

46 

27 

0.6 

Tmco  Software/Internet 

138.18 

147*          V 

NA                 NA 

86.6 

NM 

NA 

NA 

Tiffany/retailing 

66.87 

90          34 

95               181 

3.3 

29 

18 

1.7 

Time  Warner/entertainment  &  info 

85.00 

102         57 

22               113 

4.0 

NM 

17 

1.3 

Times  Mirror/ entertainment  &  info 

47.93 

73          48 

-15                79 

1.0 

13 

10 

0.8          ] 

TJX  Cos/retailing 

15.25 

37          14 

-53                43 

0.5 

8 

6 

0.5 

TMP  Worldwide/business  services 

9100 

95         21 

184              264 

11.3 

NM 

90 

7.0 

Torchmark/insurance 

19.12 

38         19 

-44                52 

1.1 

7 

8 

0.6 

Tosco/energy 

28.06 

30         21 

22               113 

0.3 

11 

8 

0.6 

Toys  **"  Bs/retailing 

11.56 

25         10 

-34                62 

0.2 

8 

10 

1.0 

Trans  World  Airlines;  favel  &  transport 

2.50 

6           2 

-55                42 

0.1 

NM 

NA 

NA 

Transatlantic  Holding/insurance 

69.12 

81          69 

-8                86 

1.3 

12 

12 

0.9 

TransMontaigne/energy 

512 

16            5                         -55                 42 

0.0 

NM 

27 

21          I 

Trffcvp  "entertainment  &  info 

37.18 

61          32 

11               103 

2.7 

21 

13 

0.9 

-ilsha!  Best !  ->od  distributors 

27.75 

74          25 

-57                 40 

0.5 

9 

5 

0.5 

••      iU  2000  The ending value 
■  -ri»  divided  bv  its  tndui 

of  $IOO  invested  In  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
try's  median  enterprise  multiple.  'Range  is  for  less  than  period  indicated 

ie  SAP  500.  Enterprise  value  divided  by  operating  income. 
NA  Not  available.  NM:  Not  meaningful. 
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PRICE 


12-month 
high       low 


PRICE  PERFORMANCE 


Latest  12  months 
price  relative 

change       to  market1 


Price/ 
sales 


Price/ 

EPS  Relative 

2000  Enterprise    enterprise 

estimate  multiple2       multiple3 


Trinity  Industries/capital  goods 
Trostmark/banking 

TRW/consumer  durables 

IV  Striae/entertainment  &  info 


$19.87 
15.62 


$38 
25 


$20 

15 


-40% 
-26 


56 
68 


0.3 

2.0 


Tyson  Foods/food,  drink  &  tobacco 
U  S  West/telecommunications 

UAL/travel  &  transport 
Utmunar  Diamond/energy 


I  Financial/banking 
Unicom/electric  utility 

Carbide/chemicals 
Pacific/travel  &  transport 

Union  Pacific  Res/energy 
i  Planters/banking 


53.68 
58.59 

9.37 
70.37 

47.18 
24.25 


33.62 
37.56 


58 
65 

24 
82 

87 
28 

42 
43 


40 

13 

9 

52 

46 
19 

30 
31 


18 
285 


109 
357 


-54 
28 

-30 
19 

-16 
2 


43 
119 


65 
110 

78 
95 


47.75 
35.06 

11.25 
25.75 


68 
68 

19 
50 


42 
35 

9 
25 


10 
-30 

12 
-44 


102 
65 

104 
52 


0.4 
15.7 

0.3 
2.7 

0.1 
0.2 

1.2 
1.2 


1.1 
0.8 

1.6 
1.2 


5 
10 


4 
13 


10 

NM 

7 
21 


10 

88 


6 
10 


6 
10 


11 
12 


21 
9 

19 

8 


NM 
8 

12 
10 


0.8 
0.6 


: 


NM 
0.9 


1.4 

1.2 

0.6 
0.2 


■atenlaaCal/bariking 
Unisys/computers  &  electronics 

United  Ant*  Group/retailing 
United  Bankshares/banking 


United  Parcel  Service/travel  &  transport 

US  laacorp/banking 


US  Industries/construction 
US  Trnst/banking 


United  Stationers/business  supplies 
United  Technologies/aerospace  &  defense 


29.50 
26.93 

7.56 
17.62 

53.43 
18.00 


46 
50 

13 
27 

77< 
38 


28 
21 

7 
17 


504 
17 


11.31 
175.37 


20 
182 


11 

70 


-34 
115 


62 

200 


0.3 
4.9 


8 
15 

6 
10 


3 
11 


23 
8 


13 
7 


7 
42 


7 
12 


0.6 
0.2 


0.7 
1.1 


1.7 
1.2 


1.0 
2.0 


28.62 
48.87 


29 
76 


13 
47 


90 
-23 


176 
71 


0.3 

1.0 


10 
14 


9 
15 


0.8 
1.6 


UnitedGlobalCom/entertainment  &  info 
UnitedHealth  Group/health  care 


109.00 
50.87 


i/insurance 
Universal/food,  drink  &  tobacco 


Univisian  Csmmun/entertainment  &.  info 
Unocal/energy 


32.96 
14.37 

95.87 
28.00 


115 
70 

42 
32 

114 

47 


16 

39 


457 
-3 


517 
90 


8.8 
0.4 


31 
14 

43 
25 


evident/insurance 
( Airways  Group/travel  &  transport 

US  Foodservice/ food  distributors 
ISA  Networks/entertainment  &  info 


ISC/construction 
USinternetworkwg/lnternet 

UST  lac/food,  drink  &  tobacco 

USX-ntarathon/energy 


12.31 
20.87 

25.18 
23.18 


60 
60 

26 
29 


USX-US  Stool/metals 
UtiliCorp  United/energy 

UTStarcom/telecommumcations 
Valero  Energy/energy 


Valley  Natl  laacorp/banking 
Venator  Creep/retailing 

Vontro/business  services 
VeriSign/lnternet 


32.12 
62.25 

17.25 
25.00 

21.75 
16.43 


65 

72< 

33 
34 

34 
26 


12 
17 

11 
17 

31 
6' 

17 
21 

21 
15 


60.75 
28.75 


73* 

30 


41* 
17 


Veritas  Software/computer  software  &  services 
it/Internet 


21.81 
7.00 

181.31 
239.93 

168.68 
136.59 


30 
12 


22 
4 


-2 

-48 

119 

-15 

-74 
-60 

14 
22 


91 
49 


1.3 
0.1 


204 
79 


14.2 
1.2 


24 
37 

105 
113 


0.3 
0.2 

0.4 
1.2 


-32 
NA 

-39 

4 


63 
NA 


0.4 

NM 


56 
96 


1.9 
0.4 


-7 
-32 


87 
63 


0.4 
0.1 


NA 

37 


NA 

127 


28.9 
0.2 


NA 
14 


NA 
11 


16 
4 


NM 
17 

5 
9 

23 
NM 

4 
NM 


12 
6 

38 

10 


NM 
10 

13 
12 

3 
NA 


6 
11 


4 
7 

9 
13 


NA 
14 


NM 
16 


-12 
35 


81 
125 


2.7 
0.2 


12 
10 


4 
10 


2444 
259 

174 
148 


154 
23 

14 
14 


Stock  price 


NA 

856 
408 


NA 
744 

887 
472 


NM 
NM 


NM 
NM 


NA 
NM 


74.0 
NM 


NM 
NM 


NM 
NA 


NA 

0.6 


0.5 
0.5 


0.8 
1.0 


NM 

1.2 


0.6 
1.0 


NA 
NM 


NM 
NA 


Stock  prices  as  of  Mar.  10. 2000.  The  ending  value  of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  the  S&P  500.  zEnterprise  value  divided  by  operating  income. 
's  enterprise  multiple  divided  by  its  industry's  median  enterprise  multiple.  'Range  is  for  less  than  period  indicated.  NA:  Not  available.  NM:  Not  meaningful. 

FORBES"   April  17,  2000      345 


FORBES  500s 

WalLStiEfil 


Company/industry 

SIQCK  PRICE 

PRICE  PERFORMANCE 

Price/ 
sales 

Price/ 

EPS 

2000 

estimate 

Enterprise 
multiple2 

Relative 

enterprise 

multiple3 

recent 

12-month 
high      low 

Latest  12  months 
price          relative 
change      to  market1 

VF/househnid  &  personal  products 

$23.06 

$55        $21 

-51%              45 

0.5 

8 

5 

0.6 

Vlacem/entertainment  &  info 

54.06 

63         37 

19               174 

2.9 

71 

23 

1.7 

'   Viad/tuiness  services 

21.43 

34         20 

-20                74 

13 

11 

0.9 

Vignette/Internet 

99.00 

101           7 

725               766 

NM 

NA 

NA 

Vishay  Intertech/computers  &  electronics 

56.43 

58         11 

389               453 

2.7 

24 

17 

0.4 

Vitesse  Semiconductor/computers  &  electronics 

87.56 

116         20 

275               348 

44.5 

NM 

NM 

NM 

Vitria  Technology/Internet 

93.40 

106'          84 

NA                 NA 

NM 

NM 

VaiceStream  Wireless/telecommunications 

117.37 

1594        16* 

NA                 NA 

35.1 

NM 

Vulcan  Materials/construction 

38.68 

51         34 

-16                 78 

1.7 

13 

9 

1.4 

Wachovia/banking 

54.37 

92         54 

-39                57 

1.8 

10 

8 

1.4 

Wal-Mart  Stores/retailing 

48.12 

70         39 

0                93 

1.3 

33 

24 

2.2 

Walgreen/retailing 

24.50 

33         22 

-19                75 

1.3 

34 

21 

2.0 

Warner-Lambert/health  care 

92.37 

100         61 

28               119 

6.2 

38 

30 

1.6 

Washington  Federal/banking 

15.00 

26         15 

-32                63 

1.7 

7 

6 

1.1 

Washington  Mutual/banking 

21.81 

46         22 

-51                45 

0.9 

6 

18 

3.1 

Washington  Post/entertainment  &.  info 

476.00 

587        475 

-13                81 

2.0 

20 

11 

0.8 

Waste  Management/business  services 

14.00 

60         14 

-71                 27 

0.7 

10 

7 

0.5 

Waters/health  care 

101.31 

113         38 

94               180 

9.0 

46 

32 

1.7 

Watson  Pharmaceuticals/health  care 

37.56 

48         27 

-12                82 

5.2 

19 

» 

0.7 

Weathertord  Intl/energy 

50.93 

55         23 

112               196 

4.5 

73 

30 

2.3 

WebMethods/lnternet 

232.50 

3364       189* 

NA                 NA 

NM 

NM 

NA 

NA 

Webster  Financial/banking 

20.18 

34         20 

-33                62 

1.2 

8 

4 

0.7 

WellPoint  Health/health  care 

58.68 

97         48 

-21                74 

0.5 

12 

6 

0.3 

Wells  Fargo/banking 

32.18 

50         32 

-17                 77 

2.4 

13 

8 

1.3 
__ — ■ ±1 

Wendy's  International/food  distributors 

16.06 

32         14                        -41                55 

0.9 

11 

6 

07 

Wesco  International/computers  &  electronics 

8.00 

23*          64 

NA                 NA 

0.1 

8 

8 

0.2 

Western  Resources/electric  utility 

17.25 

30         15 

-39                56 

0.6 

9 

10 

1.2 

Westvace/forest  products 

28.87 

35         21 

33               123 

1.0 

13 

10 

u 

Weyerhaeuser/forest  products 

54.43 

75         47 

-5                88 

1.0 

12 

11 

1.3 

Whirlpool/consumer  durables 

50.06 

78          46 

8               100 

0.4 

8 

6 

0.8 

Whitney  Holding/banking 

32.31 

42          31 

. , 

-4                89 

1.8 

11 

7 

u 

Whittmaji-Mart/lnternet 

49.00 

81          17 

77               165 

13.3 

66 

NM 

m 

Willamette  Inds/lorest  products 

35.62 

52         33 

-2                91 

1.0 

10 

8 

0.9 

Williams  Cos/energy 

48.68 

54         28                          36               127 

2.6 

76 

24 

1.8 

Wilmington  Trust  'banking 

42.75 

63         42 

-29                66 

2.1 

11 

4 

0.6 

Winn-Dixie  Steres/tood  distributors 

15.68 

43          14 

-63                35 

0.2 

21 

9 

1.0 

WinStar  Communications/telecommunications 

55.00 

59         21                        150               232 

10.6 

NM 

NA 

NA 

Wireless  Facilities/telecommunications 

143.87 

1644        374 

NA                 NA 

61.5 

NM 

NM 

NM 

Wisconsin  Energy/eiccinc  utility 

17.12 

28         17 

-34                 61 

0.9 

8 

7 

0.8 

Wm  Wrigley  Jr/tood.  drink  &  tobacco 

61.68 

98         61 

-34                 61 

3.4 

21 

14 

1.5 

Xerox/business  supplies 

24.25 

64         19 

-53                43 

0.8 

13 

12 

1.1 

Xilinx/computers  &  electronics 

83.31 

86         18 

344               412 

29.7 

84 

83 

1.8 

Yahee/lnteinet 

178.06 

250         55 

102               188 

NM 

NM 

NM 

m 

Yellow/travel  &  transport 

15.84 

20         14 

-13                81 

0.1 

6 

5 

0.7 

York  International/capital  goods 

1981 

48         18 

-45                 51 

0.2 

6 

9 

1.0 

Young  t  Rubicam/business  services 

41.62 

72         35 

-2                91 

1.8 

25 

17 

1.3 
2.0 

Zions  Bancorp/ banking 

37.25 

76         32 

-44                 52 

2.0 

12 

11 

Stock  prices  as  of  Mai  10  3000.  The  ending  value 
'Company's  enterprise  multiple  divided  by  Its  indut 

if  $IOO  Invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  t 
ii  y  s  median  enterprise  multiple.  'Range  is  for  less  than  period  indicated 

ie  SAP  500. 
NA:  Not  ava 

-Enterprise  value  divided  by  operating  income, 
lable  NM:  Not  meaningful. 

346    i    ORB!    s  •  April  17 


INTERNET  EXPLOSION 


CALLS  FOR 


NEW  RECRU  TMENT 


STRATEGIES 


With  today's  job  market  evolving 
at  warp  speed,  it's  essential  to 
reassess  corporate  recruiting 
strategies.  The  reason:  the  Inter- 
net changes  everything.  It  not 
only  allows  integration  and  com- 
pression of  all  phases  of  the 
recruitment  process,  but  also 
offers  more  reliable  ways  to 
measure  how  effectively  each 
recruiting  dollar  is  being  spent. 
By  tailoring  cutting-edge  Internet 
recruiting  strategies  to  your  com- 
pany's objectives,  you  can  better 
address  tight  labor  demands  and 
fundamental  changes  in  the  way 
top  candidates  decide  where  to 
work.  It's  the  key  to  assuring  your 
company  attracts  and  retains  the 
best  talent  in  the  21st  century. 


O  hanks  to  the  burgeoning  power  of 
the  Internet,  corporate  recruiting 
strategies  that  were  relevant  two  or  three 
years  ago  may  now  be  obsolete. 

Even  though  most  companies  still 
recruit  the  bulk  of  their  candidates  from 
non-Internet  sources,  the  surging  power 
of  interactive  media  can't  be  underesti- 
mated. The  Internet  grows  in  importance 
daily  and  already  is  so  potent  that  many 
people  —  and  not  just  those  with  covet- 
ed IT  skills  —  now  consider  it  a  primary 
job  source,  even  more  important  than 
help-wanted  ads  in  newspapers  and 


industry  publications.  This  cybertrend 
can  only  grow  in  the  coming  decade. 

WHAT  MAKES  THE 

INTERNET  SO  REVOLUTIONARY? 

For  one  thing,  of  course,  the  Internet 
has  unprecedented  reach  —  opening 
communications  channels  around  the 
world.  For  another,  the  materials  posted 
on  an  Internet  Web  site  can  be  continu- 
ally updated  in  a  way  that  was  never  pos- 
sible with  traditional  media.  And  from  a 
recruitment  standpoint,  one  of  the  most 
dramatic  changes  is  that  the  Internet 


)y  Charles  Buffum 


finally  makes  it  possible  for  human 
resources  (HR)  recruiters  to  integrate  all 
phases  of  their  recruiting  programs  into 
a  "seamless"  strategy.  It  allows  the  tying 
together  of  all  media,  communications, 
publishing,  distribution,  career  manage- 


age  time  to  fill  positions  and  the  recruit- 
ment cost  per  hire.  By  measuring  suc- 
cess, it  becomes  possible  to  identify 
cost-effective  winning  strategies. 

This  ability  to  manage  all  phases  of  the 
recruitment  process  and  measure  effec- 


GROWS  IN  IMPORTANCE  DAILY  AND  ALREADY  IS  SO 
OTENT  THAT  MANY  PEOPLE  —  AND  NOT  JUST  THOSE  WITH  COV- 
SKILLS  —  NOW  CONSIDER  IT  A  PRIMARY  JOB  SOURCE. 


ment,  HR  management  and  other  seg- 
ments into  a  single,  cohesive  whole. 

Finally,  for  the  first  time  it's  possible  to 
accurately  measure  corporate  recruit- 
ment results  through  vastly  improved 
metrics.  With  the  Internet,  companies 
can  track  such  data  as  the  volume  of 
resumes  by  source,  the  analysis  of 
accepted  and  declined  offers,  the  aver- 


tiveness  allows  HR  managers  to  cus- 
tomize strategies  for  specific  audiences, 
job  categories  and  job  sites.  It  also 
allows  organizations  to  conduct  recruit- 
ment campaigns  beyond  a  geographical 
area  —  even  on  a  global  basis  when 
appropriate.  With  the  Internet,  companies 
can  do  more,  do  it  faster .  .  .  and  do  it 
more  cost-effectively. 


To  attract  the  nation's  top  talent,  companies  need  to 
ensure  they  are  doing  everything  they  can  to  be  a  "great 
place  to  work."  Professional  services  firm  Ernst  &  Young 
LLP  succeeds  in  this  endeavor  through  its  internship  pro- 
gram. Each  summer,  the  firm's  1,000  interns  travel  to 
Disney  World  for  a  leadership  conference,  which  combines 
leadership  and  skill-building  workshops  with  outdoor  team- 
building  exercises.  The  conference  is  designed  to  provide 
students  with  solid  grounding  in  leadership  skills  and 
empower  them  to  be  the  architects  of  their  own  careers. 
Ernst  &  Young  strives  to  bring  in  50%  of  its  new  hires  from 
the  internship  program  each  year. 


"Many  young  people  today  are  weighing  the  long-term  implications  of  their 
career  choice  and  are  looking  for  companies  that  can  provide  them  with  good 
training  and  career  growth  opportunities  as  well  as  a  balance  between  their 
work  and  personal  lives,"  says  Ernst  &  Young  Chairman  and  Chief  Executive 
Officer  Philip  A.  Laskawy. 


Philip  A.  Laskawy 
Chairman  &  CEO 


EH  Ernst  &Young 

From  Thought  to  Finish: 


"There's  no  question  the  Internet  has 
dramatically  changed  corporate  recruit- 
ment and  individual  career  manage- 
ment," says  Jim  Treacy,  executive  vice 
president  and  COO  for  TMP  Worldwide, 
the  largest  global  recruitment  firm  serv- 
ing virtually  every  Forbes  500  firm.  TMP 
Worldwide  is  also  a  leading  player  in  serv- 
ing the  online  needs  of  individuals  look- 
ing for  jobs  through  its  flagship  brand, 
Monster.com,  the  Internet's  number-one 
career  portal.  "The  power  has  shifted 
from  the  employer  to  the  employee. 
Employees  today  have  more  options,  and 
with  the  power  of  the  Internet,  they  can 
use  technology  to  find  their  dream  jobs. 
This  makes  for  an  extremely  competitive 
marketplace  for  employers,  who  not  only 
need  to  match  candidates  with  needed 
skill  sets,  but  also  must  simultaneously 
position  themselves  as  the  employer  of 
choice,"  Treacy  says. 

FINDING  THE  NEEDLES 

To  illustrate  the  impressive  powers  of 
Internet  recruiting  strategies,  Matt 
Wahn,  vice  president  for  interactive 
recruitment  for  TMP,  relates  the  case 
of  an  Oregon-based  manufacturer  of 
medium  and  heavy-duty  trucks.  The  com- 
pany was  in  a  particular  rush  to  hire  a 
controller  for  a  key  western  Canadian 
dealership.  "They  knew  exactly  who  they 
were  looking  for,"  he  says.  "Candidates 
had  to  have  an  accounting  or  business 


You  push  your  world  hard. 
Fast.  And  furiously. 

And  you  expect  a  lot  in  return. 


We  offer  that  and  more. 
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As  a  professional,  you  crave  challenges.  Tough  decisions. 
And  situations  that  let  you  shine. 

You  belong  at  Ford  Motor  Company. 

As  the  world's  leading  consumer  company  providing 
automotive  products  and  services,  we  count  on  people  like 
you  to  provide  the  knowledge  and  vision  that  keep  us  out 
in  front.  And  in  return,  we  offer  an  environment  where  you 
can  truly  thrive. 

From  honors  by  Working  Mother's  magazine  to  being 
placed  on  the  Department  of  Labor's  Honor  Roll,  our 
dedication  to  professionals  is  being  recognized. 

It's  a  dedication  your  world  deserves. 

For  more  information  on  the  career  opportunities 
available  at  Ford  Motor  Company,  please  visit  our  career 
site  at  www.careers.ford.com.  Please  reference  ad  code 
USAUPTFORB  in  all  correspondence. 
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By  choice,  we  are  an  Equal  Opportunity  Employer  committed  to  a  culturally  diverse  workforce. 


cm 


YOUR  OPTIONS 


YOUR  HOURS 


YOUR  FREE  TIME 


YOUR  MORK  TIME 


FROM  THIS  TIME  OH 


DO  YOU  LIKE  TO 


UPCOMING 


28.8,  56K,  OR  Tl? 


AS  AN   INDEPENDENT  PROFESSIONAL,  YOU  WILL  NOW   HAVE  THE  ABILITY  TO  MARKET 
(SELF  DIRECTLY  TO  THOUSANDS  OF  POTENTIAL  EMPLOYERS  WITH  IMMEDIATE  HIRING 
:eds.  THROUGH  THE  MONSTER  TALENT  MARKET,"'  A   NEW, 
riON-STYLE  MARKETPLACE,  YOU  WILL  BE  ABLE  TO  RECEIVE 
IEVIEW  QUALIFIED  OPPORTUNITIES  ONLINE,  AND  SELECT 
ASSIGNMENT    AND    THE    FEE    THAT'S    BEST    FOR    YOU. 


*n\ 


rom 


administration  degree,  seven  years  of 
financial  management  and/or  controlling 
experience,  and  at  least  three  years 
experience  at  a  car,  truck,  heavy  equip- 
ment or  boat  dealership.  Not  only  that, 
all  candidates  had  to  be  Canadian  citi- 
zens currently  located  in  western 
Canada,  and  had  to  have  the  Canadian 
equivalent  of  a  CPA  designation.  And 
they  wanted  the  job  filled  yesterday. 

"We  used  TMP  Worldwide's  Mon- 
ster.com  in  conjuction  with  our  online 
resume-search  product,  Web  Dragon, 
to  'mine'  thousands  of  resumes  in 
our  data  files,  and  within  48  hours  we 
found  three  resumes  fitting  these  very 
strict  parameters.  The  company  was 
thrilled  with  the  quality  of  all  three 
resumes.  A  hire  was  made  at  a  frac- 
tion of  the  expected  cost.  You  could 
never  produce  such  results  in  that 
time  frame  without  the  Internet." 


MAKING  A  REFERRAL 
PROGRAM  FLY 

That's  just  one  example  of  the  Inter- 
net's unique  ability.  Another  illustration 
involves  U  S  WEST,  a  large  telecommu- 
nications company  with  more  than 
55,000  employees  in  14  states.  U  S 
WEST  wanted  to  launch  its  first  unified 
Employee  Referral  Program,  where 
employees  send  in  referrals  for  people 
they  think  would  work  well  at  the  corn- 


created  a  special  customized  Web  site 
to  support  the  program.  U  S  WEST  was 
insistent  that  it  should  meet  the 
staffing  department's  need  for  some- 
thing easy  to  manage  that  could  be 
measured  for  effectiveness. 

The  U  S  WEST  site,  complete  with  a 
company  overview  and  a  listing  of  eligi- 
ble positions,  rules,  prizes  and  a 
"winner's  circle,"  can  be  accessed 
through  the  company  intranet.  By  click- 


THE  ABILITY  TO  MANAGE  ALL  PHASES  OF  THE  RECRUITMENT  PROCESS 
AND  MEASURE  EFFECTIVENESS  ALLOWS  HR  MANAGERS  TO  CUSTOMIZE 
STRATEGIES  FOR  SPECIFIC  AUDIENCES,  JOB  CATEGORIES  AND  JOB  SITES. 


pany  and  earn  prizes  and  other  incen- 
tives. In  addition  to  the  traditional  sup- 
port through  such  channels  as 
company  publications,  TMP  Worldwide 


Bernard  Hodes 
President  &  CEO 


Solutions  for  a  Changing  World 

"It's  an  incredible  time  in  HR  communications.  Even  as  the 
Web  radically  redefines  the  traditional  recruitment  model,  the 
talent  you  seek  is  more  elusive  than  ever  before.  Your  need 
for  new  solutions  is  ever  present. 

"As  a  company  focused  solely  on  HR  communications, 
Bernard  Hodes  Group  is  uniquely  positioned  to  deliver  the 
smart  solutions  that  can  strengthen  your  employer  brand.  We 
are  a  full-service  group,  providing  solutions  ranging  from 
advertising,  applicant  management,  resume  sourcing,  e-media 
planning  and  Web  development  to  research,  consulting, 
creative  services  and  beyond. 


"Bernard  Hodes  Group  recently  introduced  three  Web-based  recruitment  tools, 
offering  HR-specific  primary  research,  online  job-posting  value  packages  and  a  revo- 
lutionary desktop  system  to  help  automate  and  manage  your  online  recruitment 
process.  Built  upon  three  decades  of  recruitment  advertising  leadership,  we  offer 
you  our  services  and  solutions  with  one  goal 
in  mind:  to  help  you  find,  hire  and  keep  the 
'nlent  that  matters  to  your  business." 


ing  on  a  "TeleFriend"  icon,  employees 
can  send  friends  online  "postcards" 
telling  them  about  openings  at  U  S 
WEST.  "The  results  have  been  phenom- 
enal," Wahn  reports.  "The  program  was 
launched  on  a  Monday.  By  Tuesday 
morning,  over  250  postcards  had  been 
sent  and  145  received  by  friends.  That 
Friday,  U  S  WEST  had  over  1,000 
resumes  in  hand.  To  date,  more  than 
1,300  hires  have  been  made  from  more 
than  17,000  submissions." 

TRY  MULTIPLE  STRATEGIES 

While  every  company  should  test  a 
number  of  varied  strategies  to  determine 


Call  877-619-5125,  or 
visit  www.hodes.com. 
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Life  is  hard  without  balance. 
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^BEST  COMPANIES  TO  WORK  FOR 
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FORTUNE 


At  Ernst  &  Young,  our 
life  balance  initiatives 
enable  people  to  bring 
their  professional  goals 
into  harmony  with  their  personal  aspirations. 
It's  a  work  ethic  we  believe  in.  That's  why  we 
were  voted  one  of  the  best  companies  to 
work  for  in  a  survey  published  by  FORTUNE" 
magazine.  Twice  in  a  row.  Come  on  over  and 
get  a  warm  welcome,  www.ey.com 
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From  thought  to  finish: 


Kelly  Services 

Kelly  owns  and  operates  more  than 
1,800  offices  in  over  19  countries 
and  provides  staffing  solutions  for 
nearly  200,000  customers  worldwide. 
We  understand  that  businesses 
need  solutions  that  work  right  the 
first  time  —  we  are  so  confident  that 
our  people,  training  and  customer 
service  are  superior  that  each  and 
every  placement  we  make  is  backed 
by  the  Kelly  Guarantee. 
For  more  information  call  us  today 
at  1-888-G0KELLY  or  visit  our  Web 
site  at  www.kellyservices.com 


KELiy 

SERVICES 


U  S  WEST 

U  S  WEST  provides  integrated,  one- 
stop  communications  solutions  to 
more  than  25  million  customers  in 
14  western  and  midwestern  states. 
Our  primary  products  and  services 
include:  local  telephone  services; 
long  distance;  wireless  PCS  in 
selected  markets;  custom  calling 
services  such  as  Caller  ID,  Voice 
Messaging  and  Call  Waiting;  local 
phone  interconnections  to  interstate 
long  distance  companies;  operator 
services;  and  high-speed  data  net- 
working and  equipment. 
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life's  better  here  @ 
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which  combination  works  best  to  fit  its  par- 
ticular needs,  some  general  Internet  strate- 
gies should  be  part  of  every  HR  recruitment 
effort.  These  strategies  include: 

•  Making  sure  the  present  company 
Web  page  strongly  supports  recruiting 
efforts.  Virtually  all  companies  now  have 
Web  pages,  but  that  doesn't  automatically 


-  When  a  prospective  job  candidate 
clicks  on  to  the  company  Web  site,  is  it 
easy  to  move  smoothly  to  a  current  listing 
of  job  openings? 

-  Does  the  company  Web  site  provide 
a  positive  image  of  the  corporation?  This 
is  becoming  increasingly  important 
because  surveys  show  many  job  hunters 
no  longer  are  willing  to  work  for  just  any 
company.  They  want  to  be  associated 
with  a  company  they  perceive  as  a  qual- 
ity firm  that  shares  their  key  values.  A 
user-friendly,  focused  Web  page  can  help 
project  that  image. 

•  Making  use  of  job  posting  boards.  For 
a  fee,  corporate  recruiters  can  post  job 
openings  on  portals  that  can  be  accessed 
throughout  the  Internet  —  a  powerful  reach. 
Most  job  boards  also  offer  clients  the 
option  of  searching  a  job  board's  resume 


VIRTUALLY  ALL  COMPANIES  NOW  HAVE  WEB  PAGES,  BUT  THAT  DOESN'T 
AUTOMATICALLY  MEAN  THE  FIRM'S  HOME  PAGE  IS  MUCH  HELP  IN  THE 


RECRUITMENT  PROS 


mean  the  firms'  home  pages  are  much  help 
in  the  recruitment  process.  It's  crucial  to 
take  a  periodic  look  at  your  firm's  Web  site 
to  determine  if  it's  really  effective  as  the 
first  step  in  Internet  recruiting.  For  instance, 
company  recruiters  need  to  ask: 


database.  This  can  be  a  vital  screening 
method  that  can  greatly  reduce  the  time 
needed  to  locate  potential  job  candidates. 
"  Targeting  candidates  through  banner 
ads.  By  including  recruitment-specific  mes- 
sages in  your  company's  banner  advertising 


YOU  WANT  TO  HIRE  ME? 
YOU'VE  GOT  TO  INSPIRE  ME. 


Landing  today's  top  talent  calls  for  more  than 
just  announcing  your  opportunities.  In  a  recruitment 
landscape  flooded  with  competitors,  you  need 
to  strike  a  chord  in  your  targets  with  the  right 
message.  In  the  right  media.  At  the  right  time. 
That  calls  for  strategic  planning.  Research  to 
support  your  decisions.  And  interactive  expertise 
backed  by  30  years  of  recruitment  advertising 
leadership.  Inspired  solutions.  You'll  find  them 
at  Bernard  Hodes  Group. 
Dial  877.619.5125  or  visit  hodes.com. 
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program,  hundreds  of  thousands  of 
potential  applicants  will  receive  your 
announcement.  Banner  advertising 
increases  a  company's  progressive  per- 
ceptions while  allowing  for  greater  seg- 
mentation. It  allows  a  company  to  target 


Internet  that  they  are  searching  for 
specific  candidates,  such  as  IT  pro- 
fessionals. Specialized  software  tools, 
often  called  "spiders,"  make  it  possi- 
ble to  automate  what  otherwise  would 
be  a  labor-intensive  task. 


HNOLOGY 
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TO  CHANGE. 


by  lifestyle  and  personal  interest, 
increasing  the  odds  of  attracting  the  oft- 
coveted  passive  job  seeker.  For  a  fee, 
these  ads  can  be  linked  to  key  words  on 
search  engines,  further  targeting  a  spe- 
cific audience. 

•  Making  the  most  of  proactive 
candidate  search  capabilities.  Com- 
panies can  let  it  be  known  on  the 


JIM  TREACY,  TMP 


In  addition  to  these  basic  strate- 
gies, corporate  recruiters  should 
commit  resources  to  maintain  an 
extensive  electronic  database  that 
allows  them  to  keep  the  files  of 
resumes  they  receive  current.  As  men- 
tioned earlier,  it  also  is  vital  to  take 
advantage  of  advanced  metrics  to 
measure  recruiting  effectiveness  and 


Jeff  Taylor 
Founder  &  CEO 


Work.  Life.  Possibilities. 

Monster.com  has  revolutionized  the  world  of  employ- 
ment and  defined  the  rapidly  exploding  online  recruitment 
category.  Monster.com  offers  online  recruiting  solutions 
that  are  changing  the  way  employers  and  job  seekers  — 
from  intern  to  CEO  —  connect.  These  tools,  including 
searchable  job  postings,  resumes,  career  management 
content  and  advice,  provide  users  with  more  control  over 
the  employment  process. 


Responding  to  the  rapidly  changing  careers  landscape, 
Monster.com  continuously  introduces  cutting-edge  tech- 
nologies and  innovative  services,  such  as  the  Monster  Talent  Market  and  the  Career 
Center.  Additionally,  Monster.com  continues  to  be  a  trendsetter  in  the  online  career 
management  space,  as  demonstrated  by  its  exclusive  relationship  with  AOL,  giving 
millions  more  career  opportunists  and  recruiters  access  to  Monster.com's  infor- 
mation and  tools. 

As  a  result,  Monster.com  has  established  itself  as  the  premier  destination  for  career 
management  on  the  Web  with  more  than  6  million  job  seeker  members  and  more 
than  2.4  million  resumes. 


to  assure  that  the  desired  quality  of 
candidates  is  responding. 

BALANCING  STRATEGIES 

"It's  important  to  recognize  that  as 
Internet  technology  advances,  recruit- 
ing strategies  will  continue  to  change," 
states  TMP's  Treacy.  "More  and  more 
companies  have  dedicated  staff 
focused  solely  on  online  recruiting.  We 
believe  this  will  turn  out  to  be  a  very 
wise  investment." 

On  the  other  hand,  don't  forget  that 
traditional  recruiting  strategies,  from 
print  ads  to  job  fairs,  are  still  useful.  But 
the  Internet  allows  targeting  options  that 
never  existed  before.  So  it  makes  sense 
to  coordinate  these  approaches  with 
company  Internet  strategies. 

In  the  U  S  WEST  example  cited  ear- 
lier, the  company  also  used  such  tools 
as  printed  brochures,  posters,  post- 
cards, flyers  and  employee  newslet- 
ters. Every  time  prospective  candi- 
dates were  identified  through  the  Web 
site,  U  S  WEST  followed  up  by  sending 
them  traditional  print  brochures  at 
home.  It  was  the  combination  of  coor- 
dinated offline  and  online  programs 
that  delivered  the  stunning  results. 

INTEGRATED  MEDIA  PLAN 

Another  case  study  that  illustrates 
how  an  interactive  media  strategy  helped 
make  a  recruitment  program  successful 
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VERTISEMENT  1 


is  the  case  of  AT&T  Wireless.  Because 
of  the  incredible  success  of  its  Digital 
One  Rate"*  wireless  service  promotions, 
AT&T  Wireless  Services  needed  to 
expand  its  customer  care  representative 
staff  at  its  seven  regional  U.S.  call  cen- 
ters. Costs  were  high.  One  staffing 
agency,  a  primary  provider  of  these 
employees,  charged  a  substantial  rate 
for  each  person  it  brought  aboard.  AT&T 
wanted  to  cut  expenses  and  improve  its 
candidate  pool.  TMP  Worldwide  recom- 
mended that  the  Internet  play  a  starring 
role  in  cutting  costs  and  attracting 
higher-quality  candidates. 

The  solution  was  a  "Get  Started" 
Web  site,  known  as  a  "splash  site." 
By  urging  interested  candidates  to  log 
on  to  find  out  more  about  the  oppor- 
tunities, TMP  Worldwide  devised  an 
effective  screen  to  weed  out  candi- 
dates who  lacked  PC  skills  —  a  nec- 
essary requirement  for  the  job.  The 
Get  Started  site  helped  reduce  expen- 
sive print  advertising  costs  by  moving 
a  majority  of  the  advertising  message 
online,  where  extra  space  does  not 
incur  additional  fees.  Smaller  print 
ads  were  still  used  to  encourage  can- 
didates to  visit  the  Web  site.  To  sup- 
port the  Internet  site,  TMP  Worldwide 
also  used  Internet  banner  ads  on 
local  newspaper  sites  that  linked 
directly  to  the  splash  site,  radio  spots 
targeting  the  active  and  passive  job- 
seeking  audience,  and  T-shirts  as  well 
as  other  promotions  to  be  distributed 
at  job  fairs  by  AT&T  recruiters. 

"It  worked,"  Wahn  says.  "For 
instance,  from  one  $1,200  display  ad 
in  the  Sacramento  Bee,  AT&T's  Sacra- 
mento center  received  over  300 
responses  via  the  Web  site.  The 
reliance  on  the  staffing  agency  that 
charged  a  substantial  amount  per 
employee  hired  greatly  decreased  — 
significantly  lowering  the  cost-per-hires 
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Kelly  Temporary 
Services" 


Kelly  Engineering 
Resources" 


Kelly  Merchandising 
Resources'" 


Kelly  Law  Registry "" 
Kelly  Staff  Leasing 
Kelly  IT  Resources'" 


Kelly  Scientific 
Resources' 


Kelly  Assisted 
Living* 


Kelly  s  experts  will  offer  cost-effective  solutions  to  your  human 

resources,  payroll,  and  workers'  compensation  needs. 
That  should  have  you  feeling  better  fast.  For  information,  call 

I  -888-GO-KELLY,  or  visit  us  at  www.kellyservices.com      SERVICES 
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©  2000  Kelly  Services.  Inc.  All  rights  reserved 
An  equal  opportunity  employer. 


Look  what  we  do  now. 


in  AT&T  Wireless'  call  centers.  Over  the 
course  of  the  promotion,  more  than 
110,000  candidates  accessed  the  Get 
Started  site,  and  cost-per-hires  in  some 
markets  were  as  low  as  $250." 

PROJECTING  QUALITY 

Online  recruitment  communications 
programs  also  give  companies  the  per- 


Many  successful  corporate  recruiting 
departments  —  particularly  those  com- 
peting in  the  global  economy  —  are 
forming  alliances  with  recruitment  com- 
munications firms  that  have  strong 
Internet  capabilities  as  part  of  their 
strategy.  That  makes  sense,  according 
to  Andrew  J.  McKelvey,  TMP  World- 
wide's  chairman  and  CEO. 
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PROJECT  THEMSELVES  AS  QUAL- 
MSELVES  AS  TOP  EMPLOYE 


channels  globally,"  says  McKelvey.  "Our 
'intern-to-CEO'  model  works  with  career 
seekers  from  college  until  they  get  their 
last  job.  Our  infrastructure  helps  identi- 
fy the  most  qualified  candidates  whether 
they  are  next  door,  in  the  next  town  or  on 
the  next  continent." 

TMP  Worldwide  has  also  entered 
into  strategic  alliances  to  improve  its 
capabilities.  Most  notable  is  the 
recent  alliance  with  America  Online. 
This  combination  leverages  the  out- 
reach of  TMP's  Monster.com  to  make 
the  interactive  job  portal  even  more 
powerful  and  far-reaching. 


feet  opportunity  to  project  themselves 
as  quality  workplaces  by  "branding" 
themselves  as  top  employers.  In 
today's  scarce  labor  market,  an  Internet 
presence  provides  an  excellent  forum 
for  projecting  corporate  excellence. 


"As  more  and  more  corporations  use 
the  world  as  their  marketplace,  it 
becomes  crucial  for  our  clients  to  part- 
ner with  a  company  like  ours  that  has 
the  reach  and  breadth  of  capabilities  to 
make  things  happen  through  all  available 


Our  Vision 

At  Ford  Motor  Company,  we're  continually  driving  change.  With  our  21st-century 
vision  to  become  the  world's  leading  consumer  company  for  automotive  products 
and  services,  we're  literally  transforming  our  business.  We're  a  global  organization 
with  a  single  strategic  focus  on  consumers  and  shareholder  value. 

Our  Company 

Ford  Motor  Company  conducts  business  on  six  continents  to  meet  automotive 
and  financial  services  needs.  We  accomplish  this  by  developing  and  marketing 
quality  products  that  are  fully  responsive  to  consumer  expectations  for  utility, 
safety,  economy  and  high  value. 

We're  the  world's  second-largest  company,  with  worldwide  sales  and  revenues 
of  $144  billion  in  1998,  and  our  international  network  of  people  and  ideas  has 
pushed  Ford  to  the  top  of  the  global  market.  Diversity  of  products  and  markets 
ranks  among  Ford's  biggest  competitive  strengths,  as  does  an  unwavering  dedi- 
cation to  utilize  the  latest  technologies  available.  All  of  which  makes  now  the  per- 
fect time  to  join  the  Ford  team. 
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THE  CANDIDATE  AS  CLIENT 

Finally,  suggests  Wahn,  the  new  para- 
digm makes  it  important  for  corporate 
recruiters  to  begin  to  seriously  consider 
the  perspective  of  the  job  candidate. 

"Recruiters  who  succeed  most  in  the 
new  environment  will  be  those  who  begin 
to  consider  how  candidates  look  for  posi- 
tions and  how  they  access  job-hunting 
information,"  he  says.  "Corporations 
need  to  think  of  candidates  as  cus- 
tomers and  decide  how  best  to  meet 
their  needs.  HR  people  have  to  look  at 
their  metrics  and  ask,  'How  do  we  com- 
pare with  the  competition  in  reaching  top 
candidates?  How  well  are  we  branding 
ourselves  as  a  quality  place  to  work?' 
Once  they  have  the  answers  to  these 
questions,  the  strategies  they  develop 
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Interactive  Services 
Monster.com 
Recruitment  Advertising 
Response  Management 
Executive  Search 
Executive  Resourcing 
Employee  Communications 
Employer  Branding 
Graduate  Recruitment 
Educational  Marketing 
Direct  Response 
Directional  Marketing 
Public  Relations 
Online  Relocation  Services 


No  one  recruits  a  wider  range 
of  people  than  TMP  Worldwide. 
With  offices  in  25  countries,  we 
understand  global  companies. 
With  over  7000  employees,  we 
understand  local  markets. 
No  other  advertising  and 
communications  agency  on  earth 
offers  a  more  comprehensive 
package  of  services  and  products 
for  the  human  resource  professional. 
All  under  one  global  roof. 


www.tmp.com  |  1.877.872.5741  |  nasdaq:  tmpw 


tmp.worldwide 


will  be  targeted  and  progressive  in 
inproving  their  company's  image  and 
recruitment  effectiveness." 

STRATEGIES  FOR  JOB  HUNTERS 

As  for  job  hunters,  the  first  rule  of 
course  is  to  be  qualified  for  the  job  you 
covet.  But  that  in  and  of  itself  is  certainly 
no  guarantee.  To  improve  the  odds  of 
landing  that  dream  job  and  to  really  be 
in  control  of  your  career,  these  common 
sense  rules  apply: 

•  Never  go  to  interviews  unpre- 
pared. No  HR  recruiter  has  time  to 
waste  on  people  who  don't  seem  moti- 
vated or  interested  in  the  company. 
Candidates  should  always  do  their 
homework  —  learning  as  much  as  pos- 
sible about  the  firm  and  the  scope  of 
the  position  being  offered. 

•  Post  your  resume  on  a  well-read 
Internet  site.  TMP  Worldwide's  Mon- 
ster.com,  for  example,  is  the  top  career 


portal  on  the  Internet.  HR  people  are 
increasingly  aware  of  the  reach  of  such 
sites  and  check  them  often. 

•  Take  advantage  of  free  Internet 
features.  Monster.com  offers  valuable 
tips  on  how  to  build  effective  resumes 
and  enables  individuals  to  build  their 


indications  of  what  industries  and  loca- 
tions they  want  to  be  in,  plus  any  job- 
specific  keywords.  Job  Search  Agent 
continually  scans  Monster.com's  entire 
job  database  to  match  up  opportunities 
—  delivering  leads  to  job  seekers'  desk- 
tops, even  if  they  are  offline. 


own  personalized  career  start  pages 
through  its  My  Monster  feature.  Here, 
job  seekers  can  store  their  resumes 
and  cover  letters,  create  multiple  job 
searches  — even  track  how  many  times 
their  resumes  are  viewed  by  prospective 
employers.  It's  free,  as  is  Monster.com's 
Job  Search  Agent,  which  lets  job  hunters 
create  personal  profiles  complete  with 
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In  the  summer  of  2000, 

Patrick  plans  to  take  on  the  world. 
Until  then,  he'll  settle  for  simply 

redefining  the  way  it  communicates. 

Patrick  has  dreams  of  finishing  one  step  ahead  of  the  entire  world  -  which  is  a  bit  ironic, 
considering  he  s  devoted  his  career  to  bnngmg  it  closer  together  You  see,  Patnck  is  an  employee 
at  U  S  WEST,  an  industry-leading  provider  of  local  innovative  and  integrated  telecommunications 
services.  And  while  Ratnck  may  train  to  finish  first,  he  works  to  make  the  lives  of  our  customers 
better.  We  re  proud  of  Fatnok  and  of  all  the  athletes  on  the  2000  United  States  Olympic  Team. 
Come  expenence  career  possibilities  of  monumental  proportions  for  yourself  -  at  U  S  WEST. 

•  IT  •  Sales  •  Marketing  •  Finance  •  Emerging  Technologies 

If  you  want  to  go  for  the  Gold  in  2000  check  out 
www.uswestcom/jobs 


Hies  belter  here  @       I  »^"m.m 


ty  employer.  Any  oHef  of  employment  is  contingent  upon 
pmnlnvment  rimn  test  and  background  check. 


"You  can't  necessarily  get  a  job  simply 
by  using  the  Internet,  but  you  certainly 
can  get  more  chances  to  tell  employers 
who  you  are  and  what  you  can  do  for 
them,"  says  Wahn. 

And  for  recruiters,  the  Internet  is  the 
core  of  new  strategies  to  match 
scarce  talent  with  key  jobs,  which  sug- 
gests that  from  both  sides  of  the  table 
—  the  recruiter  and  the  job  seeker  — 
Internet  strategies  will  continue  to 
increase  in  importance. 

For  further  information  about  TMP 
Worldwide,  you  can  check  out  its  Web 
site  at  www.tmp.com.  Monster.com's 
address,  of  course,  is  www.monster.com 
or  you  can  call  toll-free  at  1-800- 
MONSTER  (666-7837).  J 
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FORBES  500s 


Earnings  &  Dividends 


Look  for  more  earnings  growth  this  year.  The  latest  figures  from  IBES,  a  New  York  City  firm  that  col- 
lates earnings  estimates  from  analysts,  show  earnings  per  share  increasing  14%  for  the  typical  Forbes 
500s  company  in  2000,  versus  1999.  Over  the  next  three  to  five  years  IBES  is  looking  for  earnings  to 
climb  another  14%  a  year.  Those  projections  seem  reasonable  given  that  earnings  for  the  Forbes  500s 
have  increased  at  an  11.2%  compound  annual  rate  during  the  past  five  years.  How  about  the  outlook 
for  dividends?  It  looks  pretty  good.  The  Forbes  500s  yield  a  paltry  2.5%.  But  a  median  payout  ratio  of 
29%  indicates  companies  have  plenty  of  room  to  boost  their  payments  to  shareholders. 


EARNINGS  PER  SHARE                                   DIVIDENDS  PER  SHARE 

DIVIDEND  REINVESTMENT  PLAN 

Company 

latest                 level  of      2000Evs      5-year 
12                 agreement      1999       projected 
months  2000E     2000E      %  change      growth 

1 

annual 
rate        yield       payout1 

additional  purchase 
amount        frequency 
available   min        max 

Abbott  Laboratories 
Abgenix 

$1.57       $1.77        average             13%           12% 
-0.71       -0.19        very  low            D-D              81 

$0.76          2.5%         43% 
none            NA            NA 

yes         $10        $5,000    quarterly 

Adams  Res  &  Energy 
Aiaptcc 

1.51            NA            NA                 NA               NA 
1.65        2.17        average             15              19 

0.40           3.4             NA 
none            NA            NA 

ADC  Telecom 

Adelphia  Communication 

0.50         0.90       very  high           210              27                 none            NA             NA 
-3.47       -2.98           low               D-D              17                 none            NA            NA 

Adobe  Systems                              1.84        1.89        average              3              24 
Advanced  Fibre  Commun                  3.07         0.43        average           -86              31 

0.10           0.1               5 
none            NA            NA 

Advanced  Micro                             -0.60         2.03           low               D-P              15                 none            NA             NA 
AES                                                1.25         2.94        average            135              26                 none            NA            NA 

D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  NA:  Not  available  NM:  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
Sources:  Interactive  Data  Corp  and  Market  Guide  via  FactSet  Research  Systems;  IBES  Express;  Forbes. 
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latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2000E     2000E       %  change      growth 


annual 
rate 


yield       payout1 


DIVIDEND  REINVESTMENT  PUN 

additional  purchase 
amount        frequency 
available   min        max 


Aether  Systems 
Aetna 

Affyraetrix 
Aflac 


Air  Prods  &  Chems 
Airborne  Freight 

AK  Steel  Holding 
Akamai  Technologies 


Albertson's 
Alcoa 

Allegheny  Energy 
Allegiance  Telecom 


Allergan 
Alliant  Energy 

Allied  Waste  Inds 
Allmerica  Financial 

Allstate 
Alltel 

Alteon  WebSystems 
Altera 


Amazon.com 

Ambac  Financial  Group 

Amerada  Hess 
Ameren 

America  Online 
American  Axle  &  Mfg 

American  Electric 
American  Express 

American  Finl  Group 
American  General 

American  Heme  Prod 
American  Inil  Group 

American  Natl  Ins 
Amer  Power  Conversion 

American  Standard 
American  Tower 

American  Water  Works 
AmeriSource  Health 

AmerUs  Life 
Ames  Oept  Stores 

AMFM 
Amgen 


Amkor  Technology 
AMR 

Amsouth  Bancorp 
Analog  Devices 

Anheuser-Busch  Cos 


Apache 

Apple  Comparer 


$-1.45 
4.72 

-1.02 
2.07 

1.73 
1.88 

0.69 

-1.98 

100 

O  QO 

2.45 
-2.37 


$-2.36 
4.91 

-0.31 
2.35 

217 
1.82 

1.42 
-2.54 

268 
4.14 

2.76 
-2.47 


NM 
average 

very  low 
high 

average 
low 


1.39 

2.51 

-1.18 
5.33 

338 
2.47 

-1.50 
1.08 


1.55 
2.28 

112 
5.56 

2  75 
2.83 

-0.78 
1.55 


-1.19 

4  31 

4.85 
2.81 

040 
234 

2.69 
5.42 

2.44 

440 

-0.94 
3.23 

10  07 
105 

1.90 
-0.33 

1.40 
1.45 

2.20 

0.66 

-1.03 
102 

063 
417 

086 
0  71 

2.94 
1.33 

173 
3.69 


-1.19 
507 

4.90 
3.11 

035 
255 

2.42 
6.14 

2  65 
519 

1.95 
3.65 

725 
128 

4.16 
-0.84 

1.71 
1.87 


low 
average 

high 
low 

average 
low 

very  high 
high 

average 
average 

average 
average 

low 
average 

low 
high 

very  low 
average 

average 
low 

average 
very  high 

average 

high 

high 
high 

NM 
average 

average 
low 

average 
high 


2.67 
3.30 

-1.62 
108 

1.23 
NA 

184 

1  18 

3.27 
211 

256 
3.47 


high 
high 

low 

high 

average 
NA 

average 
average 

very  high 
high 

low 
average 


D-D 

4°/ 

D-D 
14 

4 
-3 


106 
D-D 

168 
47 

13 
D-D 

12 

-9 

D-P 
4 

-19 
15 

D-D 
44 

D-D 

18 

1 

11 

17 

9 

-10 
13 

9 
18 

DP 
13 

-28 
22 

119 
D-D 

22 
36 

21 

400 

D-D 
6 

95 
NA 

114 

115 

11 
59 

48 
-4 


NM 

13% 

37 
16 


11 
12 


13 
0 

13 
11 

4 
70 

17 

2 

15 
13 

10 

14 

30 
26 

60 

15 

7 
3 

50 

11 

4 
14 

15 
12 

12 
14 

NM 
22 

13 
36 


9 
16 

20 

16 

25 
NA 

11 
26 

10 
12 

28 
16 


none 
$0.80 

none 
0.30 

0.72 
0.16 


0.50 

none 

0.76 

1.00 

1.72 
none 


NA 

1.4% 

NA 
0.9 

2.9 
0.9 

5.3 
NA 

3.2 

1.5 

7.2 
NA 


0.32 
2.00 

none 
0.25 

0  68 
1.28 

none 
none 

none 

044 

0.60 
2.54 

none 
none 

2.40 
0.90 

1.00 
1.76 

092 
0.20 

284 
none 

none 
none 

0.90 
none 

0.40 
none 


none 
none 

0.80 
none 

120 
0.84 

0  28 
none 


0.7 

7.1 

NA 

0.7 

3.8 
1.9 

NA 
NA 

NA 
1.1 

1.0 

9.0 

NA 

NA 

9.2 
0.7 

4.9 
3.7 

19 
0.2 

5.3 
NA 

NA 
NA 

4.6 

NA 

2.3 
NA 

NA 
NA 

NA 
NA 

6.0 
NA 

2.1 

3.9 

0.7 
NA 


NA 

16% 

NA 
13 

33 
9 

35 
NA 

28 
24 

62 
NA 

21 
88 

NA 
4 

25 
45 

NA 
NA 

NA 
9 

12 
82 

NA 
NA 

99 
15 


38 

34 

47 
5 

39 
NA 

NA 
NA 

53 
NA 

15 
NA 

NA 
NA 

NA 

NA 

43 
NA 

37 
40 

11 

NA 


yes        $50    $250,000     annually 


yes  50      120,000     annual 


yes 
yes 


yes 
yes 


yes  100  200,000  annually 

yes  25  4,000  monthly 

yes  30  30.000  quarterly 

yes  25  5,000  monthly 

yes  50  10,000  quarterly 

yes  10  50,000  annually 

yes  25  120,000  annually 


yes        100      150.000     annually 
yes  50        25,000     quarter!/ 


yes  50         5,000    quart, 

yes       none       60.000     annually 


erly 


25      150.000     monthly 
50       10.000     monthly 


25  6,000    quarterly 

50        10,000     monthly 


yes        100         5.000     monthly 


yes  50       30,000    quarti 


erly 


yes  10         5.000    qua 


yes  25  5,000     monthly 

yes  20  1,000     monthly 

yes  50  5,000    quarterly 


'  io  profit  P-0  Profit  to  deficit  NA  Not  available  NM:  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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Call  your 
own  shots. 


The  Principal  gives  you  more  choices 
than  ever  in  medical  benefits. 


plan  ahead. 


When  it  comes  to  group  medical 
insurance,  you  want  a  benefits  pro- 
vider who  offers  a  lot  of  options. 
Consider  The  Principal?  From 
benefit  plan  design  to  multiple 
PPO  networks,  we  offer  employers 
a  variety  of  choices.  For  example, 
depending  on  your  group  size, 
you  can  offer  your  employees  a 
selection  of  benefits  packages. 

Your  employees  can  then  choose 
the  one  that  best 
fits  their  needs. 
And,  having 
multiple 
PPO  networks 
gives  them 
more  provider 
choices  than  ever. 
As  an  industry  employee 
benefits  and  401(k)  leader, 
The  Principal  knows  you  and  your 
employees  demand  quality  benefit 
choices.  And  with  over  120  years 
of  experience  meeting  customer 
needs,  The  Principal  is  committed 
to  bringing  you  those  choices.  To 
take  control  of  your  group  benefit 
choices,  contact  your  broker  or  call 
The  Principal  at  1-800-986-3343. 


get  ahead. 


Plan  Ahead.  Get  Ahead." 


Financial 
Group 


e,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds  •  401  (k)  and  Pension  •  Securities  •  PPO  •  Home  Mortgages 

i00  Principal  Life  Insurance  Company,  Des  Moines,  IA  50392.  Products  and  services  offered  through  Principal  Life  Insurance  Company  (The  Principal),  its  subsidiaries  and  affiliates. 
Mutual  funds  and  securities  distributed  through  Princor  Financial  Services  Corporation  (member  S1PC).  Securities  and  insured  health  care  products  not  available  in  all  states. 
•PrinChoice"  PPO  Network  and  Benefit  Design  Choice  not  available  in  all  states  and  may  vary  by  size  of  group. 

wwwprincipal.com 
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FARMINGS  PER  SHARE 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2000E     2000E      %  change      growth 


DIVIDENDS  PER  SHARE 


annual 
rate 


yield       payout1 


DIVIDEND  REINVESTMENT  I 

additional  purchase 
amount        frequency 
available   min        max 


Applied  Materials 
Applied  Micro  Circuits 

Archer  Daniels 
Ariba 

Armstrong  World  Ind 
Arrow  Electronics 

Art  Technology  Group 
Anrin  Industries 

Ashland 

Aspect  Development 

Associated  Banc-Cerp 
Associates  First  Cap 


Astoria  Financial 
At  Home 

AT&T 

AT&T  Liberty  Media 

Atlantic  Richfield 
Atmel 


Autoliv 
Automatic  Data 

AutoNation 
AutoZone 

Avanex 
Avery  Dennison 

Avis  Rent  A  Car 
Avista 


Products 

AVX 

AXA  Financial 

Baker  Hughes 


Banco  Santander  PR 
BancorpSouth 

BancWest 
Bank  of  America 

Bank  of  New  York 
Bank  One 

Bank  United 
Banknorth  Group 

Barnes  &  Noble 
Bausch  &  Lomb 

Baiter  International 
Bay  View  Capital 

BBA.T 

BEA  Systems 

Bear  Stearns  Cos 
Bectoa  Diekinion 

Bell  Atlantic 
BellSouth 


$1.28 

0.28 

0.31 
-0.42 


0.36 
1.29 

-0.25 
3.74 

1.71 

0.12 

2.57 
2.04 

4.37 
-4.61 

1.74 
NA 


$2.17 

G.64 

0.60 
-0.26 

5.44 
2.18 

-0.19 
3.96 

3.79 
0.27 


average 
average 

low 
low 


128% 
72 

33 
D-D 


24% 
41 

11 
57 


none 
none 

$0.20 
none 


NA 
NA 

2.1% 
NA 


NA 

NA 


33% 
NA 


average 
average 

low 
average 

average 
average 


NM 
69 

D-D 
6 


11 
15 

53 
11 


2.71 
2.32 


high 
high 


-3 
125 

5 
14 


8 
41 

9 
16 


1.92 
none 

none 
0.88 


11.7 

NA 

NA 
4.7 


4.24 

0.11 

2.24 
NA 


high 
low 

average 
NM 


-3 
D-P 

29 
NA 


11 
65 

12 

NA 


1.10 
none 

1.16 
0.26 


3.5 
NA 

5.1 
1.6 


35 
NA 

NA 
22 

29 
NA 

43 
11 


yes        $50       $3,000     monthly 

yes  25         1.000     monthly 

yes  10         5,000    quarterly 


4.33 
0.40 

1.95 
1.20 


5.16 

093 

2.47 
1.30 


low 
average 

low 
very  high 


19 

133 

27 
18 


10 
24 


14 


0.66 

173 

NA 
2.13 


0.87 

198 

-0.39 
2.87 


2.61 
0.12 

4.67 
1.17 

1.08 

2  45 

0.10 
3.15 

1.79 

1.20 

1.38 
4.48 

2  27 
295 

3.30 
2.30 

181 
759 

279 
1.36 

183 
-013 

5.69 
1.04 

2.65 
180 


2.86 

1.27 

3.53 
1.85 

2.08 

2  69 

0.41 
3.66 

1.95 

132 

1.71 
5.30 

190 
282 

369 
2.47 

158 
321 

3  21 
1.46 

2.21 
0.33 

5.38 
161 

3  32 
2.21 


average 

high 

very  low 
high 

average 
average 

average 
very  high 


32 

21 

NA 
35 


23 

17 

53 
13 


10 
NM 

-27 
58 


low 
average 

low 
average 

NM 
high 

high 
average 

very  high 
average 

high 
high 

average 

high 

high 
average 

very  high 
high 

average 
very  high 

high 
high 


50 
10 

310 
16 

9 

10 

24 
18 

-16 
-4 

13 
7 

-13 

-58 

15 
7 

21 
DP 

26 
55 

25 
23 


18 

4 

15 
13 

16 
15 

14 
12 

NM 
9 

9 
12 

12 
12 

12 
9 

20 

15 

13 
13 

12 

47 

13 
13 

11 
11 


0.96 

0.88 
none 


4.3 
NA 

1.6 
NA 


23 
NA 

39 
NA 


yes        100         5,000    quarterly 


erly 


2.85 
none 


3.5 
NA 


55 
NA 


0.44 
0.35 


1.8 
0.8 


18 
27 


none 
none 

none 
1.08 


NA 
NA 

NA 
1.8 


NA 
NA 


NA 
38 


none 
0.48 

0.60 
0.74 

0.28 

010 

0.46 
0.60 

0.44 
0.52 

0.68 
2.00 

0  64 
1.68 


NA 
1.5 

0.9 
2.8 

0.4 
0.4 

1.7 
2.1 

3.4 
3.2 

4.5 
4.7 

20 
6.8 


NA 
38 

17 
40 


13 
4 


112 
16 

23 
39 

40 
38 

34 
60 


yes 


yes 


50  5,000    quarterly 

100      250.000     annually 


yes  10       60,000     annually 


yes  50       12,500     monthly 


J 
J 

My 


yes        none      100,000     annually 


yes 
yes 

yes 
yes 


0.74 
0.80 

none 
1.04 


2.8 
4.3 

NA 
2.0 


20 
32 

NA 
32 


yes 
yes 

yes 

yes 
yes 

yes 
yes 


10 
10 

20 
25 

10 
25 


none  annually 

5,000  monthly 

2.000  monthly 

60,000  annually 


1,000    quai 
3.000    quarti 


5 


25  5,000     quarterly 


50 
50 

50 
25 


10.000  quai 
3.000  mom 


inthly 


none     annually 
5,000     monthly 


U 


1.16 
0.40 

0.80 
none 

0.60 
0.37 

1.54 

0.76 


2.1 
5.2 

3.5 
NA 

1.5 
1.2 

2.7 
1.6 


36 
27 

36 
NA 

11 
23 

46 
34 


yes 


25       60.000     annually 


yes  25       25.000     annually 


yes  25        10.000     monthly 


yes  50  5.000     monthly 

yes  50      200,000     annually 

yes  50      100.000     annually 


;  .t  OP  Deficit  to  profit.  P-D.  Proit  to  deficit  NA:  Not  available. 


NM:  Not  meaningful    Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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About  Your 

Problems. 


Bfc   NORTON 


!]  SystemWorks 


The  smartest  way  to 
keep  your  computer 

working 


Mty  integrated. 


fl*l»f,U.l-l 


Forget  about 
computer  viruses. 
Don't  worry  about 
"system  errors." 

Make  hardware 
headaches  and  software 
snafus  a  thing  of  the  past. 

Just  put  Norton  SystemWorks™  2000 
in  your  future.  It's  been  called  "the 
premier  all-in-one  PC  fix-it  shop."1 
It's  so  easy  to  use  that  with  one  click 


M 


ft  .      y 

...its  easy 
to  use 

and  tough 

to  beat" 

Ben  Patterson,  CNET.com* 


of  a  button  it'll  give  your 
computer  a  complete 
check-up,  protect  you 
against  viruses,  as  well  as 
find  and  fix  corrupted  files. 
So  instead  of  getting  frustrated  by 
the  bugs  and  glitches  inside  every 
computer,  get  on  the  Internet  and  visit: 
www.symantec.com/homecomputing 

We'll  help  you  put  your  problems 
to  rest. 


PC  WORLD 


February.  2000 


□iNLIST 

Winmag.com  1 999 

October.  1999 


EDITORS 
CHOICE 
April.  1999 


SYMANTEC. 


J  Copyright  2000  Symantec  Corporation  Symantec  and  the  Symantec  logo  are  US  registered  trademarks  and  Norton  SystemWorks  is  a  trademark  of  Symantec  Other  brands  and  products  are  the  trademaite  of  their  respectrve  holder/s. 
M  lights  reserved  TCNETcom  Ben  Patterson.  Norton  SystemWorks  2000  CNET  Review.  October  27  1999  t  CNET  com  Christopher  Lindquist  and  Ben  Patterson.  Two  Top  Utility  Suites  Go  Head  to-Head.  October  27. 1999 
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Berkshire  Hathaway 


Best  Buy 
Bestfoods 

Bethlehem  Steel 
Bindley  Western  Inds 

Biogen 
BJ  Services 


BJ's  Wholesale  dub 
Black  &  Decker 

H&R  Block 
BMC  Software 


Boeing 
Boise  Cascade 

BOK  Financial 
Borders 

Boston  Scientific 
Bowater 

Bristol-Myers  Squibb 
Broadcom 

BroadVision 
Broadwing 

Brocade  Commun 
Brooke  Group 

Brown-Forman 
Brunswick 

Budget  Group 
Burlington  Santa  Fe 

Burlington  Resources 
Cabletron  Systems 

Cablevision  Systems 
Cadence  Design 

Calpine 
Campbell  Soup 

Capital  One  Financial 
Capitol  Federal  Finl 

Cardinal  Health 
Caremark  lb 

Carolina  Power  &  Lt 
Caterpillar 

CBS 

CCB  Financial 

Cendant 
Centex 

Central  t  So  West 
:' >ntura  Bank; 

CenturyTtl 

Cii' n.p, unlit, 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2000E     2000E      %  change      growth 


$1.50 
0.43 


1.37 
2.48 

-1.72 
1.05 

1.40 
-0.07 

1.47 
3.40 

2.05 
0.98 


2.49 
3.06 

1.60 
1.13 

0.90 

1.41 

2.06 

0  36 

0.22 
0.24 

019 
1072 

3.12 
041 

-1.77 
2.44 

0.00 
011 

-512 
-0  06 

1.73 
1.75 

1.72 
NA 

1.86 
-0.74 

2.55 
2  63 

109 
3.74 

-005 
4.16 

218 
3.62 

170 
2  46 


$0.88 

0.59 


-1.33        1.21 
1.025.00    822.00 


2.01 
2.73 

0.13 
1.31 

1.83 

1.19 

1.70 
3.90 

3.41 
2.17 

2.42 
338 

1.79 
1.40 

1.12 
2.83 

2.33 
0.72 

0.09 
-0.98 

0.31 
NA 

3.49 
2.68 

0  47 
269 

1.33 
070 

-3.06 
039 

2.11 
1.92 

225 

0  83 

2.54 
0.44 

302 

3  09 

0.48 
3.59 

1.07 

4  51 

199 
4  33 

185 
4.12 


low 

low 

average 
NM 

very  high 
very  high 

very  low 
very  high 

average 
average 

average 
high 

average 
average 

average 
low 

very  high 
average 

average 
low 

very  high 
average 

low 
low 

low 
NA 

high 
very  high 

low 
average 

low 
low 

very  low 
average 

average 
high 

high 
average 

very  high 
low 

high 
low 

very  low 
very  high 

low 
average 

average 
high 

high 
average 


-41% 
0 

0-P 
-20 

25 
10 

D-P 
25 

31 
DP 

16 
15 

18 

25 


-3 
10 

12 
24 

24 

101 

13 

100 

-59 
P-D 

NM 
NA 

10 

NM 

DP 
10 

Z-P 

106 

DD 
DP 

22 
18 

31 
113 

55 
DP 

18 
17 

-56 
-4 

D-P 
7 

-9 
20 

9 
67 


13% 
14 

12 
NA 

23 
11 

6 
19 

26 

39 

15 
14 


16 
27 


16 
3 

NA 
19 

20 
10 

13 

47 

50 
16 

44 
NA 

9 
12 

14 
10 

13 
21 

14 
20 

28 
10 

23 
7 

21 
19 

5 
10 

32 
11 

18 
13 

3 
12 

15 
6 


DlWBEHDSJERSliARE_ 


annual 
rate 


yield       payout1 


$0.28 
0.30 

0.52 

none 

none 

1.06 

none 
0.06 


2.2% 
6.4 

3.5 
NA 

NA 

2.7 

NA 

0.4 


none 
none 

none 
0.48 


NA 
NA 

NA 
1.5 


32% 
51 

43 
NA 

NA 
39 

NA 

5 

NA 

NA 

NA 
12 


DIVIDEND  REINVESTMENT  PUN 


additional  purchase 
amount        frequency 
available   min        max 


1.10 
none 


2.6 
NA 


32 
NA 


0.56 
0.60 


1.7 
2.1 


none 
none 

none 
0.80 

098 
none 

none 
none 

none 
none 

1.24 
0.50 

none 
0.48 

0.55 
none 

none 
none 

none 
0.90 

Oil 
044 

0.10 

none 

2.06 
130 

none 
1.16 

none 
0.16 

1.74 
1.28 

0.19 
0.60 


NA 

NA 

NA 

1.8 

1.9 
NA 

NA 
NA 

NA 

NA 

2.9 
3.2 

NA 
24 

1.7 
NA 

NA 
NA 

NA 
3.1 

0.3 
4.7 

0.2 
NA 

7.1 
3.6 


23 
18 

NA 

NA 

NA 
28 


42 
NA 

NA 
NA 

NA 
NA 

36 
19 

NA 
18 

41 
NA 

NA 
NA 


yes 

yes 
yes 


yes 
yes 


50 
25 


3.000     monthly 
5.000     monthly 


60,000     annually 


2,000     monthly 


yes 
yes 


50      100,000     annually 
10  none     monthly 


yes 


yes 


100         5,000 

10.025 


105 


monthly 
monthly 


yes 
yes 

yes 


50         3,000    quarte 
10  2,000     month 

50       60.000     annually 


NA 
47 

5 
53 

4 
NA 

68 
42 


yes 
yes 


NA 

3.4 

NA 
0.9 

11.0 
3.7 

06 
1.2 


NA 
32 

NA 
4 

87 
30 

10 
15 


yes 
yes 

yes 
yes 


yes 
yes 

yes 
yes 


25 
50 


20 
10 

100 
25 


25 
25 

25 
10 


350.000     annu; 
5,000     monthly 


- 


1 


2.000     monthly 
60.000     annually 


60.000     annually 
10.000     monthl 


lly 


100,000     annually 
10,000     monthly 


5,000    quarterl1 
5.000     mom 


U  C  D •  ■  i  ■   lo  left  !  0  P   Di  Hell  'o  orolli  P-D  Prodi  to  deficit  Z-P:  Zero  to  profit.  NA:  Not  available  NM  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  EPS. 
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Wil     '"       1|lim 


Qualify  for  UQG 

online  trading 

There  are  now  two  more  reasons 
to  open  an  American  Express"  IRA. 

With  a  $25K  minimum  investment  you'll  qualify  to 
buy  stocks  online  for  freer  And  when  you  roll  over 
or  transfer  $10K  by  April  17,  2000,  you'll  pay  no 
annual  IRA  fees  for  life!  American  Express  also 
gives  you  24-hour  access  to  a  variety  of  powerful 
online  investment  tools,  professional  research 
and  investment  options!  Allowing  you  to  actively 
manage  and  customize  your  IRA  portfolio  as  your 
investment  strategy  changes.  So  you  can  invest 
with  confidence  -  online,  in  person  or  by  phone  - 
whichever  you  prefer.  Knowing  American  Express 
is  always  there  to  help  you  do  more  with  your  IRA. 


pay  Zero  IRA  fees. 


online  trading 


advice  &  planning 


_L 


investments 

j 


1-800-297-8004  americanexpress.com/trade 


AMERIi 


EXPRESS 


*Up  to  3,000  shares  per  trade.  Trades  of  more  than  3,000  shares  are  $0.03/share.  Free  online  stock  buys  and  sells  with  $100,000  or  more  in  account  assets. 
Sells  of  stocks  bought  on  the  same  day  are  $14.95.  Free  online  stock  buys  with  $25,000  or  more  in  account  assets  (sells  are  just  $14.95).  Online  stock 
trades  cost  $14.95  at  lower  asset  levels.  Assets  defined  as  cash,  money  market  funds,  mutual  funds,  stocks,  and  bonds  held  in  your  American  Express 
Brokerage  account.  'IRA  fee  waiver  pertains  to  the  individual  client  making  investment.  SEP  SIMPLE  and  Educational  IRAs  are  not  included.  The  annual 
fee  waiver  is  the  custodial  fee  and  does  not  include  product  fees.  Market  volatility  and  volume  may  cause  delays  in  system  access  and  trade  execution. 
'Trades  will  be  executed  during  market  hours.  American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American  Express  Company  is 
separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2000  American  Express  Financial  Corporation.  All  rights  reserved. 


esSOOs 

^aMrjgs_&_Dividead5_ 


CARNINGSPER  SHARE 


|   Company 


latest  level  of      2000Evs      S-year 

12  agreement      1999       projected 

months  2000E     2000E      %  change      growth 


DIVIDENDS  PER  SHARE 


annual 
rate 


yield       payout1 


DIVIDEND  REINVESTMENT  PLAN 


, 


additional  purchase 
amount        frequency 
available   min        max 


Charter  Cc>nmun 
Charter  One  Finl 

Chase  Manhattan 
CheekFrec  Holdings 

Chevron 
Chiron 

CHS  Electronics 
Chubb 

Ciena 
Cigna 


Cincinnati  Financial 
Cinergy 

Cintas 

Circuit  City  Stores-G 

Cisco  Systems 
CIT  Group 

Citigroup 
Citizens  Banking 

Citizens  Utilities 
Citrix  Systems 

City  National 
Clarent 

Clayton  Homes 

Clear  Channel  Commun 

Clorox 
CMGI 

CMS  Energy 

CNF  Transportation 

Coastal 
Coca-Cola 

Coca-Cola  Enterprises 
Colgate-Palmolive 

Colonial  BancGroup 
Columbia  Energy  Group 

Columbia/HCA 
Comcast 

Comdisco 
Comerica 

Commerce  Bancorp 
Commerce  Bancshs 

Commerce  One 
Commercial  Federal 

Community  First  Bkshs 
Compaq  Computer 

Compass  Bancshares 
CompUSA 


CompMi 


tor  Associates 
Computer  Sciences 

Compuware 
Comverso  Technology 


NA 
$1.53 

6.27 
-0.15 

3.14 
0.86 

-5.19 
3.66 

0.04 
9.45 

1.52 
2.53 

0.89 
0.62 


0.36 
2.22 

2.86 
1.28 

0.28 
0.61 

2.30 
-1.87 

1.10 
0.26 

0.99 
074 

2.17 

3.35 

230 
0.98 

0.13 
1.47 

1.06 
301 

1.11 

1.36 

0.32 
414 

2.27 
2.59 

-1.06 
169 

1.48 
0.34 

1.88 
-092 

1.36 
2.26 

1.10 
1.07 


NA 
$2.37 

6.21 
-0.40 

4.80 
0.78 

0.30 
4.15 

0.53 
6.34 

1.62 
2.50 

1.35 
1.92 

0.52 
2.63 


3.22 
2.25 

0.28 
0.85 

2.55 
-0.12 

1.15 

0.27 


1.75 
-3.96 

2.50 
3.31 

2.78 
1.45 

071 
1.66 

1.18 
415 

1.48 
NA 

129 
4  57 

2.50 
2.82 

-094 
186 

1.74 
1.08 

209 
-019 

3.75 
3.04 

153 
1.32 


NA 

high 

average 
low 

low 
average 

NM 
average 

average 
high 

average 
average 

high 
very  high 

high 
average 


average 

high 

low 
high 

high 
very  low 

very  high 
very  low 


high 
low 

very  high 
average 

average 
average 

average 
high 

high 
average 

high 
NA 

high 
very  high 

high 
very  high 

low 
average 

high 
average 

very  high 
very  low 

average 
high 

average 
very  high 


NA 

55% 

-1 
P-D 

53 


D-P 

13 

D-P 

-33 

7 

-1 

18 

20 

68 
18 

13 

76 

56 
39 

11 
D-D 

8 
4 

70 

P-0 

15 
-1 

21 

48 

446 

13 

11 

38 

33 
NA 

330 

10 

10 
9 

D-D 
21 

18 
218 

11 
D-D 

14 
19 

26 
23 


14% 

12 
48 


25 

NM 
11 

33 
13 

8 
4 

20 

18 

29 
15 


13 

9 

9 
44 

14 

57 

16 
27 

13 
45 

10 
14 

12 
13 

25 

13 

11 

10 

15 
NA 

16 
11 

14 
10 

51 
12 

12 
19 

10 

16 

18 
17 

32 
28 


none 
$0.64 

1.64 
none 

2.60 
none 

none 
1.32 

none 
1.24 

0.76 
1.80 

0.28 
007 

none 
0.40 


0.64 
0.94 

none 
none 


0.70 
none 

0.06 
none 


0.80 
none 

1.46 
0.40 

0.25 

068 

0.16 
0.63 

0.44 

0.90 

0.08 
none 

010 
1.60 

0.98 
0.62 

none 
0.28 

0.60 
0.10 

0.88 
none 

0.08 
none 

none 
none 


NA 

4.0% 

2.1 
NA 

3.3 
NA 

NA 
2.9 

NA 
1.9 

2.8 
8.9 

1.0 
0.2 


NA 
2.9 

1.3 

5.8 

NA 
NA 


2.7 
NA 

0.7 
NA 

2.7 

NA 

8.5 
1.3 

0.5 
1.5 

0.8 
1.5 

4.9 
1.6 

0.4 

NA 

0.2 
4.7 

3.1 

2.3 

NA 
2.2 

4.3 
0.4 

5.5 
NA 

0.1 
NA 

NA 
NA 


NA 

27°/ 

26 
NA 

54 
NA 

NA 
32 

NA 
20 

47 
72 

21 
4 


NA 
15 

20 

42 

NA 
NA 


27 

NA 

5 
NA 

46 
NA 

58 
12 

9 
47 

23 

38 

37 
22 

5 
NA 

8 
35 

39 
22 

NA 
15 

34 
9 

42 
NA 

2 
NA 

NA 
NA 


yes  $5        $5,000    quarterly 

yes 

yes  50      100,000     annually 


yes  10       60.000     annually 


yes  10         5.000     monthly 

yes  25         5,000     monthly 

yes  25      100,000     annually 


yes  25         2.000     monthly 

yes        100       25,000    quartern. 


yes  100  25,000  quarterly 

yes  10  60.000  annually 

yes  25  120.000  annually 

yes  50  120,000  annually 

yes  10  125,000  annually 

yes  10  60,000  annually 

yes  20  60,000  annually 

yes  10  3.000  quarterly 

yes  100  25,000  quarterly 


yes  10  3.000    quarterly 

yes         100  5,000    quarterly 


yes  50       10.000     monthl 

yes  25         5.000     monthly 


yes 


25         3,000     monthl 


r 


It  to  pro'i,  P-D  wroflt  to  deficit  NA:  Not  available  NM:  Not  meaningful  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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It's  always 
the  right  time 
and  place  to 
get  ahead  in 
business. 


The  Sprint  PCS  Wireless  Web5"  is  here. 

It  doesn't  matter  where  your  employees  are,  as  long  as  they  have  the  information 
they  need  to  do  business.  The  Sprint  PCS  Wireless  Web  Connection  lets  them 
access  your  company's  network  using  their  laptop  PC  and  a  wireless 
Internet-ready  Sprint  PCS  Phone?  They  can  send  and  receive  e-mails, 
check  inventory,  place  orders- all  without  a  phone  jack.  They'll  even 
get  clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide  network, 
serving  more  than  300  major  metropolitan  areas,  including  major  airports 
And  when  your  employees  are  positioned  for  success,  so  is  your  business 


print  PCS  Phone.  NP1000 


The  Sprint  PCS  Clear  Wireless  Workplace 


1-888-895-4186  or  www.sprintpcs.com/clear 


Sprint 


The  clear  alternative  to  cellular. 


Sprint  PCS 


t  PCS  Wireless  Web3"  Connection  and  Browser  applications  require  a  wireless  Internet-ready  phone.  Connection  application  requires  the  purchase  of  a  Sprint  PCS  Wireless  Web1"  Connection  Kit. 
kit  for  computing  devices  supported.)  This  service  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  option  is  available  only  with 
*  plans  of  $29  99  or  more  Not  available  to  Prepaid  customers.  Overage  rates  vary  by  plan  or  option  A  rate  of  SO  39  per  minute  applies  to  all  Wireless  Web  usage  without  a  plan  or  option.  See  the 
and  Simple  Facts  Guide  for  conditions  on  voice-only  plans  Customers  with  Account  Spending  Limits  or  Sprint  PCS  Add-a-Phone1"  are  eligible  only  for  the  $9.99  option.  A  complete  statement  of 
arms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  is  available  in  the  Wireless  Web  brochure.  Not  all  phones  are  available  in  all  locations.  ©2000  Sprint  Spectrum  LP  All  rights  reserved, 
t.  Sprint  PCS  and  the  diamond  logo  are  registered  trademarks  of  Sprint  Communications  Company  LP,  used  under  license.  Sprint  PCS  Phone  is  a  trademark  of  Sprint  Communications  Company  LP. 


-ORBES  OUUS 


1 

Company 

EARNINGS  PER  SHARE 

DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

latest 
12 

months 

level  of 
agreement 
2900E     2000E 

2000Evs 
1999 

%  change 

5-year 

projected 

growth 

'  annual 

rate 
_l 

yield 

payout1 

available 

additional  purchase 
amount        frequency 
min        max 

ConAgra 
Ccnecriv 

$0.66 
1.14 

$1.87          high 
1.87        average 

13% 
64 

11% 
5 

$0.82 
0.88 

5.2% 
6.2 

44% 
47 

yes 
yes 

$50 
none 

$50,000     annually 
200,000     annually 

osnexarrt  Systems 
Conoco 

0.60 
1.17 

0.87        average 
NA           NA 

NM 
NA 

39 
NA 

none 
0.76 

NA 
3.3 

NA 
NA 

Conseco 
Consolidated  Edison 

289 
3.13 

2.81        average 
3.26          high 

-3 
4 

15 
3 

0.20 
2.18 

1.6 
7.9 

7 

67 

yes 

100 

25,000     annually 

Consolidated  Stores 
Constellation  Energy 

0.85 
2.18 

9.84        average 
2.60        average 

-1 
19 

18 
6 

none 
1.68 

NA 
5.6 

NA 
65 

yes 

25 

100.000     annually 

Continental  Airlines 
Convergys 

6.64 
0.89 

NA           NA 
1.21          high 

NA 

36 

NA 

20 

none 
none 

NA 

NA 

NA 
NA 

Cooper  Industries 
Copper  Mountain  Net 

3.50 
0.23 

3.80       very  high 
0.55        average 

9 
139 

11 
40 

1.40 
none 

4.5 
NA 

37 
NA 

yes 

25 

24,000     annually 

Cordant  Technologies 
Corning 

4.39 
1.97 

4.24           high 
2.35           high 

-3 

19 

11                 0.40 
20                 072 

1.4 
0.4 

9 

31 

yes 

10 

5,000     monthly 

Costco  Wholesale 
Countrywide  Credit 

1.22 
3.52 

1.38       very  high 
3.45        average 

23 

3 

16 
13 

none 
0.40 

NA 
1.6 

NA 
12 

yes 

100 

3.000     monthly 

Covad  Communications 
Cox  Communications 

-1.81 
1  51 

-3.29           low 
-0.36        very  low 

D-D 

P-D 

106                none 
14                none 

NA 
NA 

NA 
NA 

Cree 

Crestline  Capital 

0.59 
1.91 

0.75        average 
2.07        average 

67 

8 

45 

8 

none 
none 

NA 
NA 

NA 
NA 

Critical  Path 
Crown  Castle  Intl 

-3.93 
-0.94 

-0  92        average 
-1.17           low 

DO 

D-D 

75 

28 

none 
none 

NA 
NA 

NA 

NA 

Crown  Cork  A  Seal 
CSX 

1.36 
0.24 

2.31        average 
2.42           low 

70 
NM 

10 
10 

1.00 

1.20 

7.3 
5.4 

43 
50 

yes 
yes 

25 
50 

25,000     annually 
10.000     monthly 

Cullen  Frost  Bankers 
Cummins  Engine 

1.78 
4.16 

1.99       very  high 
5.74           low 

12 

38 

13                0.70 
8                120 

3.6 

3.8 

35 
21 

yes 

10 

24.000     annually 

CVS 

Cypress  Semiconductor 

1.55 
0.81 

1.80       very  high 
1.58        average 

16 
95 

17                0.23 
19                none 

0.8 
NA 

13 
NA 

yes 

100 

250.000     annually 

Dana 
Danaher 

3.08 

179 

4.26        average 
2.12           high 

38 
18 

12 

16 

1.24 
0.06 

5.8 

0.2 

29 
3 

yes 

25 

2,000     monthly 

Darden  Restaurants 
Dean  Foods 

1     t?                        VJ     'I 

117 
2.00 

1.40           high 
3.33           high 

14 
14 

12 
13 

008 
0.88 

0.6 
3.6 

6 
26 

yes 
yes 

50 
25 

100,000     annually 
3,000    quarterly 

Deere  &  Co 

Delhaize  America 

0  97 
191 

1.79  average 

1.80  low 

75 
-6 

9 
15 

0.88 

0.57 

2.5 

3.5 

49 
32 

yes 
yes 

100 
50 

10.000     monthly 
150.000     annually 

Dell  Computer 
Delphi  Automotive  Sys 

0.61 
195 

090        average 
2.07          high 

48 
6 

33 
10 

none 

0.28 

NA 
1.7 

NA 
14 

yes 

50 

350.000     annually 

Delta  Air  Lines 
Deluxe 

870 
264 

6.78        average 
2.61           high 

-6 

-1 

6 
11 

0.10 

1.48 

0.2 
6.0 

1 
57 

yes 

25 

100,000     annually 

Dsvon  Energy 
Digtx 

1.46 
-1.19 

1.58        very  low 
-2.03        average 

8 
DO 

18 
69 

0.20 
none 

0.5 
NA 

13 
NA 

mmmm 

Digital  Island 
Dillard's 

-2.70 

155 

-4.33        very  low 
2  39        average 

0-0 
54 

0 
10 

none 
0.16 

NA 

1.1 

NA 
7 

Dime  Bancorp 
Walt  Disney 

217 
0.49 

2.34        average 
0.73        average 

8 
18 

12 
15 

0.24 
0.21 

1.6 
0.6 

10 
29 

yes 
yes 

50 

100 

15.000    quarterly 
250.000     annually 

Dole  Food 
Dollar  General 

085 

081 

152           NM 
101           high 

79 
25 

NM                 0.40 
23                 0.13 

2.9 
0.7 

26 

13 

DoMMiien  Resources 
RP.  Donnnlley  A  Sous 

2.81 
2.38 

3.25          high 
2.42          high 

16 
2 

7 
12 

2.58 

0  88 

7.1 
4.6 

79 
36 

yes 
yes 

40 
10 

100,000    quarieriy    J 
60,000     annually 

DcuelrCtick 

-0  51 

-0  08        very  low 
2.22        average 

D-D 
-50 

59                 none 
14                 046 

NA 
1.1 

NA 
21 

t    D-O:  Dehcu  t.- tlelicit  D-P  Deficit 

lo  profit  P-D:  Prufrt  to  deficit  NA  Not  available.  NM:  Not  meaningful  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 

.1  1 ".  2001 

Pirelli 


wins  in 

South 

Carolina. 


Team  South  Carolina  was 
Pirelli's  conduit  to  the  motivated 
and  technically  skilled  work 
force  critical  to  manufacture 
their  state-of-the-art  cabled 
fiber.  Today,  South  Carolina  is 
home  to  Pirelli's  largest  fiber 
optic  cable  plant  in  the  world  - 
where  production  has  quadrupled 
in  five  years. 

Find  out  how  Team  South  Carolina 
can  make  the  right  connections 
for  your  business. 

South  Carolina 
Department  of  Commerce 
800-868-7232 
www.teamsc.com 


TEAMS 


►OUTH  CAR( 


AROLINA 


We  perform.  You  win. 


!HBES500S 


Finova  Croup 
First  American  Fml 

D-D:  Deficit  to  deficit.  CM>! 


Eacoirigs  &  Dividends 

EARNINGS  PER  SHARE                                   DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

Company 

latest                level  of      2000Evs     5-year 
12                  agreement      1999       projected 
months  290CE     2000E      %  change      growth 

annual 
rate        yield       payout1 

additional  purchase 
amount        frequency 
available   min        max 

Dew  Chemical 
Dow  Jones 

$5.93       $6.45           low                 9%             8% 
2.99        2.84        average             -5              12 

$3.48          3.6%          54% 
1.00           1.5            35 

yes         $25      $25,000    quarterly 
yes        100        10,000     monthly 

Downey  Financial                           2.26        2.29        average              1              16 
DPL                                             1.35        1.50        average             11                7 

0.36           1.9            16 
,0.94           4.9            63 

yes          25         1,000    quarterly 

HdtobM 

DOE 

DTE  Energy 

2.62        2.88        average             10                6 
3.33        3.36        average               1                4 

1.60           3.4            56 
2.06           6.7            61 

yes          10       60,000    annually 
yes          25      100,000     annually 

da  Pont  de  Nemo  art 
Duke  Energy 

6.99        3.00        average           -57              10 
2.25        4.00          high               78                9 

1.40           3.0            47 
2.20           4.7            55 

yes          20         5,000    quarterly 
yes          50      100.000     monthly 

Dun  &  Bradstreet 
Dynegy 

1.56        1.79        average             15              10 
1.32        2.27        average             72              18 

0.74           2.8            41 
0.05           0.1              2 

E-Tek  Dynantr 
E'Trade  Group 

0.48        0.81        average             80              35 
-0.17       -0.48           low              D-D              40 

none            NA            NA 
none            NA            NA 

'flUaHl 

E.piphany 
Eastman  Chemical 

-2.19      -0.72        average            D-D              53 
0.61        2.58           low              323                8 

none            NA            NA 
1.76           4.9            68 

yes       none       60,000     annually 

Eastman  Kodak 
Eaton 

4.33        5.62          high               30              10 
8.36         7.18        average           -14              10 

1.76           3.3            31 
1.76           2.3            25 

yes        none      120,000     annually 
yes          10       60,000     annually 

eBay 

EchoStar  Commun 

0.08        0.36        average           350              64 
-1.28      -0.94        very  low           D-D              45 

none            NA             NA 
none            NA            NA 

Ecolab 

Edison  International 

1.31         1.48        average             13              14 
1.79        1.99        average             11                9 

0.48            1.6             32 
1.12           7.3            56 

yes          10       60,000     annually 
yes          25       10,000     monthly 

AG  Edwards 
Efficient  Networks 

3.75        3.60        average             -3                0 
-0.72       -0.33           low              D-D              45 

0.64           1.9            18 
none            NA            NA 

El  Paso  Energy 
Electronic  Arts 

-1.06        2.42        average            0-P              13 
2.06        1.90        average               2              24 

0.82           2.1            34 
none            NA            NA 

yes          10       10,000     monthly 

Electronic  Data  Sys 
EMC 

0.85        2.28          high             168              16 
092        1.45        average             58              31 

0.60            1.0             26 
none            NA            NA 

yes        100       15.000    quarterly 

Emcor  Group 
Emerson  Electric 

2.21         2.30           NM                  4              NM 
3.06        3.31       very  high            10              12 

none           NA            NA 
1.44            3.5             44 

yes          50      120,000     annually 

Emulex 
Energy  East 

0.57        0.66        average           247              29 
2.03        208        average               2                9 

none            NA            NA 
0.88           4.7            42 

yes          25      100,000     annually 

Engelhard 
Enron 

1.47        1.60        average               9              12 
1.27        140        average             10              16 

0.40           2.9            25 
0.50           0.7            36 

yes          10         3,000     monthly 
yes          25      120,000     annually 

Entergy 

Entrust  Technologies 

2.25        2.39        average               6                5 
0.11        0.37        average           236              50 

120            6.7             50 
none            NA            NA 

yes        100         3.000     monthly 

EOG  Resources 
Equifax 

3.99        0.66        very  low           -83              17 
1.55        174          high               12              16 

0.12           0.6             18 
0.37            1.7             21 

yes          50       10,000     monthly 

Estee  Lauder  Cos 
Exodus  Commun 

1.15         1.20            NA                 17               15 
-078       -085           low               DO              73 

0.20           0.5             17 
none            NA            NA 

Express  Scripts 
Extreme  Networks 

4.25         2.34       very  high           -45              28 
0.29        0.44        average            D-P              45 

none            NA            NA 
none            NA            NA 

. 

ExxonMobil                                    2.25         3.39        average             51               10 
Family  Dollar  Stores                       0.85        0.99          high               22              21 

1.76           2.3            52 
0.22            1.4             22 

yes          50      200.000     annually 

Fannie  Mae 
Federal  Mogul 

3.73         4.24       very  high             14               14 
3.63        4.15        average             14              13 

1.12           2.2            26 
0.12           0.8              3 

yes          25      250.000     annually 
yes          10       25.000     annually 

Federated  Dept  Strs                         3  62         3.99       very  high             10               15                 none            NA            NA 
FedEx                                             2.09         2.55        average              15               13                 none            NA            NA 

Fifth  Third  Bancorp                        2.15        2.82          high               21              14 
liter                                           0  01         0.07        average             47              40 

0.96           2.1            34 
none            NA            NA 

yes          25         2.500     monthly 

3  41 
1.34 


393 
1.49 


high 
average 


15 
11 


16 
10 


0.72 
0.24 


2.9 
2.2 


18 
16 


yes  50       25,000    quarterly 

yes         250  5.000     quarterly 


Deficit  »o  profit  P-D:  Profit  to  deficit  NA:  Not  available.  NM:  Not  meaningful.  Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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e-business 


YOU'VE  SOLVED 

•     THE  PROBLEM  OF  BEING 

IN  50  PLACES 

AT  ONCE  QUITE  SIMPLY. 

i  BY  BEING  IN 

'  50  PLACES  ■  T  ~ 

AT  ONCE. 


*m 


It's  way  beyond  traditional  collaboration.  It's  Lotus  Sametime™—  instant 
messaging  that's  fit  for  business.  It's  how  you  contact  employees  or  suppliers 

instantly  to  give  them  what  they  need.  It's  how  to  improve  response  time  by 
providing  live  customer  service  to  Web  users.  It's  how  companies  move  the 

expertise,  not  the  expert.  And  it's  only  available  from  Lotus.  Just 
another  way  super.human.software  helps  e-business  people  work  together. 
To  learn  more,  visit  www.lotus.com/superhumansoftware 

SUPER.HUMAN.SOFTWARE 


■   Rm 


An  IBM  Company 


■0RBES500S 


EARNINGS  P ',  §  SEAM                                  DIVIDENDS  PER  SHARE             DIVIDEND  REINVESTMENT  PLAN 

Company 

latest                 levels'       eOOOEvs      S-year 
12                  r,^@einent      1999       projected 
months  200.1E     2CGQE      %  change      growth 

annual 
rate        yield       payout1 

additional  purchase 
amount        frequency 
available  min       max 

First  BanCsrp 
First  Citizens  Bcshs 

$1.98       $225           NM                14%           NM 
7.70         8.00           NM                  4              NM 

$0.44          2.6%          20% 
1.00           1.6            13 

First  Data 

First  Midwest  Beep 

2.76        1.99       very  high          -28              13% 
1.67         1.82          high                 9                9 

0.08           0.2              4 
0.72            3.4             40 

yes       $100       $5,000    quarterly 

First  Natl  Nebraska 
First  Security 

239.46           NA            NA                 NA              NA 
1.38        1.51           low                 9              10 

none  '         NA            NA 
0.56           4.6            37 

yes          50         5,000     monthly 

First  Tennessee  Natl 
First  Union 

1.91        1.97        average               3              13 
3.33        3.57        average               7              11 

0.88           5.5            45 
1.92           6.1            54 

yes          25       10,000    quarterly 
yes          25         2,000     monthly 

First  Virginia  Banks 
Firstar 

3.00        2.92          high               -3                8 
0.87        1.53          high               76              16 

1.44           4.8            49 
0.65           3.7            42 

yes          25         5,000    quarterly 
yes          50        10,000    quarterly 

FirstEnergy 
FirstMerit 

2.50        2.60          high                 4                5 
1.37         193          high               41              11 

1.50           8.2            58 
0.80           5.7            41 

yes          25      100,000     annually 
yes          25         5,000    quarterly 

Fiserv 

Fleet  Boston  Finl 

1.09  1.30       very  high             19              20 

2.10  3.24           high                54               13 

none            NA            NA 

1.20            4.7             37 

yes          10        10,000    quarterly 

Fleetwood  Enterprise 
HemingCos 

2.69        2.98        average               8              15 
-1.17         1.46           NM               D-P              NM 

0.76           5.2            26 
0.08           0.5              5 

yes          25         5,000    quarterly 

Florida  Progress 
Flowers  Industries 

3.21        3.33        average               4                6 
0.07        0.94        average            NM              13 

2.22           5.1            67 
0.53           4.3            56 

yes          10      100.000     annually 
yes          25         3.000     monthly 

Fluor 
FMC 

1.39        2.81        average           105              13 
6.57        6.61          high                 1                9 

1.00           3.7            36 
none            NA            NA 

yes        100       10.000    quarterly 

Ford  Motor                                    5.86        5.92        average               1                6 
Forest  Labs                                     142         186        average              51               28 

2.00            49             34 
none            NA             NA 

yes          50      250,000     annually 

Fort  James 
Fortune  Brands 

1.56        2.36        average             51              13 
-5.35        2.37          high              D-P              12 

0.60           3.2            25 
0.92           4.1            39 

yes        100         5,000     monthly 
yes          50       15,000    quarterly 

Foster  Wheeler                            -3.53        0  99        average            D-P                9                0.24           4.4            24 
Foundation  Health  Sys                    1.21        1.30          high                 7              13                none            NA            NA 

yes          10           none     monthly 

Foundry  Networks 
Fox  Entertainment 

0.20        0.41           low              105              40                none            NA            NA 
0.24        0.34           low                 3              23                none            NA            NA 

FPL  Group                                       4.07         4  22           high                  4                6                 2.16            4.9             51                   yes         100      100.000     quarterly 
Franklin  Resources                         197        2.22        average             31              15                0.24           0.9            11                  yes          50        10,000    quarterly 

Freddie  Mac 
FreeMarkets 

2.95         3.36       very  high             14               15 
-1.46       -1.20        average            D-D              95 

0.68           1.8            20 
none            NA            NA 

yes           25          5.000     monthly 

Fremont  General 
Fulton  Financial 

-1.03        1.21           low              D-P              14                0.32           5.6            26 
1.40        1.53       very  high              9              10                0  60           3.7            39 

Galileo  Intl 
Gannett 

2.21         2.25           low                 2              13 
3.40        3.70          high                 9              12 

0.36           1.9            16 
0.84           1.3            23 

yes          10         5.000     monthly 

Gap 
Gateway 

126         1.57           high                25               21 
1.32        1.83        average             39              22 

0.09           02              6 
none            NA            NA 

GATX 

Geurnrucri 

3.01        3.43        average             14              15 
-4.46        1.13        average            D-P              27 

1.20           3.9            35 
none            NA            NA 

yes          25         3,000     monthly 

General  Dynamics 
General  Electric 

4.36         3.97       very  high             -9               11 
322        3.69          high               15              14 

1.04           2.6            26 
1.64           1.2            44 

yes           10        10,000     monthly 

Central  Mills 
General  Motors 

1.96        2.19       very  high            10              10 
9.18        9.66        average               5                8 

1.10           3.5            50 
2.00           2.6            21 

yes          10         3.000    quarterly 
yes          25      150.000     annually 

Genuine  Parts 
Gcnzyme-General 

2.11        2.28          high                 8                8 
2.00         211        average               6               19 

1.10           5.3            48 
none            NA            NA 

yes          10         3.000    quarterly 

Georgia-Pacitic                             4.07        4.94           low               21              10 
Gsorgia  Pacific  Timber                    4.73         219        average            -54                9 

0.50           1.4            10                 yes        300       60,000     annually 
1.00           4.4            46                  yes        300       60,000     annually 

MttN 

fVobal  TeleSystems 

1.14         1.29        average             13              15 
-3.76       -3.51           low               D-0               37 

0.65           2.2            50 
none            NA             NA 

yes        100      120,000     annually 

profit  P-D:  Profit  to  deficit  NA  Not  available.  NM  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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Is  your  company  suffering 

from  a  split 

ersonality? 


Compare  your  Web  site  to  your  print 
promotions.  Is  the  branding  consistent 
or  do  they  seem  to  take  on  personalities 
of  their  own?  Inconsistent  messages 
weaken  your  brand  and  confuse  customers. 
MediaBridge  eMarketing  tools  help  you 
deliver  a  consistent  message  across 
media  -  Web,  print,  email,  even  in-store 
promotions. 

MediaBridge  enables  your  business  to 
increase  brand  recognition  and  build 
customer  loyalty  by  delivering  relevant 
promotions  to  each  customer  -  one  at  a 
time!  The  result  -  increased  sales,  rapid 
time-to-market,  and  reduced  costs. 

Find  out  more.  Call  1-800-811-1605 
or  visit  www.mediabndge.net. 


mediabridge 

connecting  customers  and  brands  across  media 


s2000.  MediaBridge  Technologies,  Inc.  All  rights  reserved. 
MediaBridge  is  a  trademark  of  MediaBridge  Technologies,  Inc. 


FORBES  500s 

Earnings  &  Dividends 


Company 


EARNINGS  PER  SHARE 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2000E     2000E      %  change      growth 


DIYIDINDSJMSHABE 


annual 
rate 


yield       payout1 


DIVIDEND  REINVESTMENT  PLAH 


additional  purchase 
amount        frequency 
available   min        max 


GlobeSpan 

Golden  State  Bancorp 

Golden  West  Finl 
Goldman  Sachs  Group 

BF  Goodrich 
Goodyear 

GPU 

WW  Grainger 

Great  A&P  Tea 
GreenPoint  Financial 

GTE 

Guidant 

Halliburton 
Hannaford  Bros 

Harley-Davidson 
Harrah's  Entertain 


Hartford  Finl  Service 
I   Hasbro 

Hawaiian  Electric 
Healtheon/WebMD 

HealthSouth 
HJ  Heinz 

Heller  Financial 
Hercules 

Hershey  Foods 
Hewlett-Packard 

Hibernia 
Hilton  Hotels 

Hispanic  Broadcasting 

Hollingerlntl 

Home  Depot 
Honeywell 

Hormel  Foods 

DR  Norton 

Household  Inti 
Hudson  City  Bancorp 

Hudson  United  Bancorp 
Hughes  Supply 

Human  Genome  Sciences 
Humana 

Huntington  Bancshs 
i2  Technologies 

IBP 

IDEC  Pharmaceuticals 

IKON  Office  Solutions 
Illinois  Tool  Works 

IMCGIobil 
imperial  Bacp 

'Mi.  Health 


$-0.19 
2.29 


2.87 
5.57 

1.53 
1.52 

3.66 
1.92 


$0.07 

2.39 

3.08 
5.54 

3.16 
2.77 

3.22 
2.14 


low 
average 

high 
average 

average 
low 

high 
average 


-2.12 
2.23 

415 
1.11 


2.45 
2.73 

3.88 
1.62 


0.67 

0.96 

2.28 

2.76 

0.87 

1.04 

1.71 

170 

3.79 

0.93 

3.00 
-3.58 

0.18 
1.94 


4.10 
1.38 

2.93 
-1.58 

0.69 
2.81 


average 
average 

high 
average 

low 
average 

high 
average 

high 
high 

average 
average 

low 
very  high 


D-P 

4% 


107 
82 

-12 

11 

30 
22 

-7 
46 

43 
21 

20 

-1 

8 
48 

-2 

D-D 

283 
10 


2.74 
1.62 

3.26 

3.19 

1.06 
0.66 

0.66 
2.13 

1.00 
1.90 

1.13 
2.65 

307 
NA 

1.30 
280 

-092 
-2.28 

1.82 
0.14 

3.36 
0.86 

-0.33 
2.76 

-6.68 
187 

0.86 

3  54 


2.59 
2.17 

2.36 
3.42 

1.30 
0.66 

0.77 
0.67 

125 

3.23 

120 
2.81 

355 
1.05 

3  29 
3.08 


average 
average 

average 
high 

high 
average 

low 
low 

high 
high 

high 

high 

average 
NM 

low 
average 


-5 
34 

-28 
2 

23 
0 

17 
-69 

25 
70 

8 
12 

16 
NA 

153 
10 


-111 
0.69 

193 
0.35 

2.61 
0.94 

077 
3  36 

1.37 
156 

099 
0.24 


low 
average 

high 
average 

average 
low 

average 

high 

low 
average 

high 
very  low 


D-D 
OP 

6 
150 


-22 
9 

235 
22 

DP 
-17 

15 
DP 


31% 
12 

11 
13 

12 


12 

20 
14 

11 

20 

18 
13 

19 

17 


11 
14 

3 
69 

15 
10 


15 
11 

10 
15 

10 
13 

32 
13 

24 
15 

11 
17 

15 
NM 

10 
15 

0 
13 

10 
42 


none 
none 

$0.21 
0.48 

1.10 
1.20 

2.12 
0.64 


47 

14 

14 

8 
19 

20 
19 


0.40 
1.00 

1.88 
none 


0.50 

0.66 

0.09 
none 


0.96 
0.24 

2.48 
none 

none 
1.47 


0.40 
1.08 

1.04 
0.64 


0.48 
0.08 

none 
0.55 

0.16 
0.75 

0.35 
0.16 


0.68 
0.20 

100 
0.34 

none 
none 

080 
none 


0.10 
none 

0.16 

0  72 

0.32 
none 

0.08 
none 


NA 
NA 

0.8% 
0.4 

4.2 

5.7 


NA 
NA 


7% 
9 

35 
43 


8.8 

66 

1.6 

30 

2.0 

16 

6.3 

37 

2.8 
NA 

1.3 
0.9 

0.3 
NA 

3.2 
1.7 

8.7 
NA 

NA 

4.4 

2.2 
7.0 

26 
04 

5.4 
1.2 

NA 
5.0 

0.3 
1.7 

2.4 
1.4 

2.1 
14 

5.2 
1.9 

NA 
NA 

4.3 
NA 


0.9 
NA 

2.5 
1.3 

2.5 
NA 

04 
NA 


48 
NA 

52 
24 

9 
NA 

23 

17 

85 
NA 

NA 

52 


15 

50 

44 

19 

37 
12 

NA 
82 

13 
23 

29 
6 


19 
19 

30 
11 


NA 
NA 

41 
NA 


4 

NA 

21 
21 

23 
NA 

8 
NA 


yes 

yes 

yes 


$25 
10 

50 


$1,000     monthly 
15,000    quarterly 

6,000     monthly 


yes  100  10,000  monthly 

yes  25  100,000  annually 

yes  25  2,000 

yes  30  5,000  quart 


yes 
yes 

yes 


yes 


50 
25 


5.000     monthly 
2,000     montl 


25      120.000     annually 


50       10.000     monthly 


yes 

yes 
yes 


50 

100 
50 


2,000     mon 

10,000     monthly 
10.000     monthly 


yes        100         3,000     monthly 


yes  25      100,000     annually 

yes  25      120,000     annually 

25 


yes 


yes 


yes 


1,000     monthly 


50         5,000    quarterly 


10  2.000    quarterly 


: 


yes        200        10,000    quarterly 


■ 


yes 
yes 


25         5,000     monthly 
25  5.000    quarterly 


P-O:  Profit  tt  ieilclt.  NA  Not  available  NM:  Not  meaningful  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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Have  your  cake 
and  eat  it  too. 


Unheard  of? 


ppens in 


www.sdgreatprofits.com 


•  NO  corporate  income  tax    •  NO  personal  income  tax    •  NO  personal  property  tax    •  NO  business  inventory  tax 
Call  the  Governors  Office  of  Economic  Development  at  1 -800-872-6190  for  information  on  South  Dakota's  business  climate. 


FORBES  500s 

Earnings  &  Dividends 


1ARN1NGSJPIR  SHARE 


Company 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  200CE     2000E      %  change      growth 


DIVIDENDS  PER  SHARE 


annual 
rate 


yield       payout1 


5TMENTPLAN 
additional  purchase 
amount        frequency 
available   min        max 


Incyte  Pharmaceuticals 
Independence  Community 

Infsnet  Services 
Informix 

lnfoSpace.com 
Ingersell-Rand 

Ingram  Micro 
Inktomi 


Intel 

Interim  Services 

InterNAP  Network  Svcs 
Intl  Bancshares 


Intl  Flavors  &  Frags 

International  Paper 
Internet  Capital  Group 

Interpublic  Group 
Interstate  Bakeries 

InterTrust  Technols 
Interwoven 

Intuit 
ISS  Group 

ITT  Industries 

Jabil  Circuit 

Jacobs  Engineering 
JD  Edwards 

JDS  Uniphase 
Jefferson-Pilot 

John  Hancock  Financial 

Johns  Manville 

Johnson  &  Johnson 
Johnson  Controls 

Jones  Apparel  Group 
Juniper  Networks 

Kana  Communications 
Kansas  City  Southern 

Kaufman  t  Broad  Home 
Kellogg 

Kelly  Services 
Kerr-McGee 

KeyCorp 
KeySpan 

Keystone  Finl 
Kimberly-Clark 

Kinder  Morgan 
KLA-Tencor 

Kmart 
Knight  Bidder 

Knight/Trlmark  Group 

Kohl's 


$-0.95 
0.85 

-0.06 
-0.06 

-006 
3.57 

1.21 

-0.24 


$-1.37 

1.03 

0.05 

0.57 

-0.21 
3.94 

0.98 
-0.02 


2.11 
1.27 

-1.31 
4.03 

4.12 

1.53 

0.48 

-0.15 

1.11 
1.70 


-0.71 
-0.96 

1.71 
0.17 

2.53 
0.63 

1.67 
-0.41 

-0.94 
4.42 

0.80 
1.68 

2.94 
4.68 

160 
-010 

-4.65 
226 

308 
0.83 

2.36 
169 

245 
1.62 

0.75 
3.09 

-3.01 
0.73 

0.81 
3  49 

146 
1.55 


2.92 
2.01 

-0.62 
NA 


4.32 
1.95 

3.19 
NA 

150 
1.95 

-0.52 
-0.46 

0.56 
0.34 

2.83 
0.79 

283 

029 

0.37 
4.21 

2.14 
1.76 

3.36 
4.86 

247 
015 

-0.73 
4.66 

3.89 
164 

2.50 
5.24 

234 
187 

1.97 
333 

108 
1.13 

1.34 
3.62 

2.25 
1.87 


average 
average 

very  low 
low 

average 

high 

low 
very  low 


average 
high 

low 
NA 


average 
high 

average 
NA 

average 
average 

average 
average 

average 
average 

average 
high 

high 
low 

average 
high 

high 
low 

very  high 
high 

high 
low 

NM 
average 

average 
high 

NA 
low 

high 
average 

average 
high 

low 
average 

average 
average 

low 

high 


D-D 
12% 

D-P 

0-P 

D-D 
10 

-19 
D-D 

38 
58 

D-D 

NA 

5 
27 

NM 

NA 

35 
14 

D-D 

D-D 

-72 

100 


12 
41 

15 

DP 

DP 
-5 

168 
5 

14 
8 

54 
DP 

D-D 
0 

26 
98 

6 
210 

-4 
15 

163 
8 

DP 
414 

65 

4 

54 
21 


37% 

10 

NM 

15 

61 
12 

19 
76 

20 
21 

0 
NA 

14 
9 

4 
NA 

14 
11 

0 
50 

22 
66 

13 

30 

14 
24 

44 
11 

12 
15 

13 
15 

21 
45 

70 
17 

15 
9 

9 
9 

10 
9 

9 
12 

14 

25 

11 
11 

28 
22 


none 
0.68 

none 
none 

0.12 
none 

none 
1.00 


0.48 
1.52 

1.00 
none 

0.34 
0.28 

none 
none 

none 
none 

0.60 
none 

none 
none 

none 
1.48 

none 

024 

1.12 
1.12 

none 
none 

none 
none 

030 
0.98 

0.96 

1.80 

1.12 
1.78 

1.16 
1.08 

0.20 
none 

none 
0.92 

none 
none 


NA 
1.9 

NA 

NA 

0.1 
NA 

NA 
2.6 


0.5 
4.9 

2.8 
NA 

0.9 
2.1 

NA 

NA 

NA 
NA 

2.5 
NA 

NA 

NA 

NA 
2.9 

NA 
3.1 

1.6 
2.3 

NA 
NA 

NA 
NA 

1.7 

4.3 

4.1 

3.4 

7.0 
8.3 

7.9 
2.3 

0.7 
NA 

NA 
2.0 

NA 
NA 


NA 
17 

NA 
NA 

4 

NA 

NA 
NA 

11 
78 

31 
NA 

23 
14 

NA 
NA 

NA 
NA 

21 
NA 

NA 

NA 

NA 
35 

NA 
14 

33 
23 

NA 
NA 

NA 
NA 

8 
60 

38 
34 

48 
95 

59 
32 

19 
NA 

NA 
25 

NA 
NA 


yes       $100      $15,000    quarterly 


yes  10         3.000    quarterly 


yes 
yes 

yes 


yes 
yes 


yes 


yes 


yes 
yes 


yes 


yes 

yes 
yes 

yes 
yes 

yes 
yes 

yes 


yes 
yes 


yes  25        15.000     monthly 


50  250,000  annually 

25  5,000  monthly 

25  20,000  annually 

10  3.000  quarterly 

50  3,000  quarterly 


50 


5,000     monthly 


20         2,000     monthly 


25 
50 


50 


50,000     annually 
15,000    quarterly 


5.000    quarterly 


25       25,000     annually 


50 
10 

10 
25 

100 
25 


100,000 
3,000 

10,000 
150.000 

5.000 
3.000 


annually 
quarterly 

monthly 
annually 

quarterly 
quarterly 


25  8.000    quarterly 


50 
25 


100.000     annually 
1,000     monthly 


at  lo  profit  P-D:  Profit  to  deficit.  NA:  Not  available  NM;  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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End  the  frustrations  of  calling  while  abroad. 


Introducing  Nextel  Worldwide"'  and  the  /  2000™  phone. 

You'll  have  access  to  the  Nextel  National  Network  -  the  largest  guaranteed  all-digital  wireless 
network  in  the  U.S.  -  and  in  more  than  65  countries  around  the  world.  With  international 
per-minute  rates  comparable  to  international  calling  cards*  Order  now.  Call  1-800-569-2539. 

NEXTEL  How  business  gets  done:     1-800-569-2539  nextei.com 


Also  available  at  these  retail  locations:    Office IXEJPOT 


STAPtES 


Nextel  phones  are  manufactured  by  Motorola,  Inc. 

Available  at  participating  locations  only.  "Based  upon  standard  AT&T,  MCI  WorldCom  and  Spnnt  calling  card  rates  effective  2/29/00.  ©2000  Nextel  Communications,  Inc.  All  nghts  reserved.  Nextel,  the  Nextel  logo, 
Nextel  Worldwide  and  How  business  gets  done  are  registered  trademarks  and/or  service  marks  of  Nextel  Communications,  Inc.  ^Motorola  and  i2000  are  trademarks  and/or  registered  trademarks  of  Motorola,  Inc. 


FORBES  500s 

Earnings  &  Dividends- 


Company 


EARNINGS  PER  SNARE 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2000E     2000E      %  change      growth 


DIVIDENDS  PER  SHARE 


annual 
rate 


yield       payout1 


DIVIDEND  REINVESTMENT  PUN 

additional  purchase 
amount        frequency 
available   min        max 


— 


Kroger 
Lafarge 

Lam  Research 
Lamar  Advertising 

Lear 
Legg  Mason 

Leggett&  Piatt 
Lehman  Bros  Holding 

Lennar 
Leucadia  National 

Level  3  Commun 
Lexmark  Intl  Group 

LG&E  Energy 
Liberate  Technologies 

Liberty  Financial  Cos 
Eli  Lilly 

Limited 
Lincoln  National 

Linear  Technology 
Litton  Industries 

Liz  Claiborne 
Lockheed  Martin 

Loews 

Longs  Drug  Stores 

LookSmart 

Loral  Space  &  Commun 

Louisiana-Pacific 
Lowe's  Cos 

LSI  Logic 
LTV 

Lucent  Technologies 
Lycos 

Lyondell  Chemical 
Macromedia 


MAF  Bancorp 
Mallinckrodt 

MIT  Bank 
Manpower 

Marriort  Intl 
Marsh  &  McLennan 

Marshall  &  llsley 
Masco 

Mattel 

Maxim  Integrated  Prod 

Maxygen 

May  Oept  Stores 

Maytag 
MBIA 

MBNA 
McDonald's 


$0.74 

3.77 

0.45 
-0.64 

3  80 
1.99 

1.45 

8.15 

2.74 

3.94 

-1.46 
2.32 

043 
NA 

2.07 
2.46 

2.00 

2.30 

0.70 
2.56 

3.12 
1.92 

4.80 
176 

-1.42 
-0.85 

2.04 
1.75 

0.52 
-2.15 

1.08 
-0.95 

-0.77 
0.17 


207 
2.69 

32.83 
1.91 

1.60 
262 

3  14 
1.28 

-0.21 
0.72 

-074 
2.60 

3.66 
3.19 

121 
1.39 


$1.34 
4.11 

1.28 
-0.51 

4.47 
2.34 

1.67 
8.79 

2.94 
0.83 

-3.50 
2.82 


1.75 

-0.83 

2.91 
2.63 

2.30 
3.46 

0.83 
4.73 

3.51 
1.00 

9.89 
1.99 

-0.94 
-1.28 

1.77 
2.21 

1.17 
-0.26 

1.37 
0.16 

0.35 
0.91 


2.13 
2.63 

36.54 
2.15 

1.88 
4.08 

347 
1.88 

0.70 
0.87 

-0.76 
287 

3.71 
514 

1.47 
1.57 


high 

high 

average 
very  low 

average 
high 

high 
average 

average 
NM 

low 
very  high 


average 
average 

high 
high 

high 
average 

high 
high 

high 
high 

average 
very  high 

average 
very  low 

low 
high 

average 
NM 

average 
low 

very  low 
average 


very  high 
very  high 

very  high 
average 

high 
high 

high 
average 

low 
high 

NM 

very  high 

average 
high 

high 
high 


81% 
9 

D-P 
D-D 

18 
11 

15 
8 

7 

-72 

D-D 
22 


265 
NA 

41 
7 

15 
50 

36 
83 

13 
-48 

106 
13 

DO 
0-D 

-13 
26 

125 
D-D 

25 
D-P 

DP 
90 


3 
-3 

11 
13 


18 
56 

11 
47 

D-P 
34 

D-D 

10 

1 
61 

21 
13 


16% 
10 

22 
40 

14 
12 

14 
11 

13 
NM 

60 
21 


4 
50 

10 
15 


14 
12 

24 
11 

11 

9 

13 
11 

60 
31 

11 
21 

21 
10 

20 
45 

8 
33 


9 
9 

11 
15 


16 

13 

11 
16 

14 
28 

NM 
11 

13 
12 

19 
13 


none 
$0.60 

none 
none 

none 

0.32 

0.40 
0.44 

0.05 
none 

none 
none 


1.27 
none 

0.40 

1.04 

0.60 
1.16 

0.08 
none 

0.45 
0.44 

1.00 
0.56 

none 
none 

0.56 
0.14 

none 
0  12 

0.08 
none 

0.90 
none 


NA 

3.1% 

NA 
NA 

NA 

0.8 

2.4 
0.5 

0.3 
NA 

NA 
NA 

5.8 

NA 

2.1 
1.7 

1.8 
4.6 

0.2 
NA 

1.0 
2.6 

2.5 
3.2 

NA 
NA 

4.9 
0.3 

NA 
3.8 

0.1 
NA 

8.2 

NA 


NA 
15% 

NA 
NA 

NA 
14 

24 
5 

2 
NA 

NA 
NA 

73 
NA 

14 
40 

26 
34 

10 
NA 

13 
44 

10 
28 

NA 

NA 

32 
6 

NA 
NM 

6 
NA 

NM 
NA 


0.36 
0.66 

5.00 
0.20 


2.2 
2.8 

13 
0.7 


17 

25 

14 
9 


0.22 
1.80 

0.96 
0.46 


0.36 
none 

none 
0.93 

0.72 
0.82 

0.32 
0.20 


0.8 
2.4 

2.1 

2.6 

4.0 
NA 

NA 
3.7 


12 
44 

28 
26 

51 
NA 

NA 
32 


2.6 

19 

2.1 

16 

1.5 

22 

0.6 

13 

yes 


yes        $50    $175,000    quarterly 


yes 
yes 


yes 
yes 

yes 


yes 

yes 
yes 

yes 
yes 

yes 
yes 

yes 


yes 
yes 

yes 


50.000     annually 


30         6.000    quarterly 
25  5.000     monthly 


25       60.000     annually 
50      100,000     annually 


25 


5.000    quarterly 


yes  25  12.000  annually 

yes  10  1,000  monthly 

yes  25  5,000  monthly 

yes  100  50.000  no  limit 

yes  25  10,000  quarterly 


100 

10 
25 

25 
10 

25 
50 

100 


25 
25 


100.000  annually 

1,000  monthly 

10,000  annually 

60,000  annually 

3,000  quarterly 

3.000  quarterly 

5.000  monthly 

100.000  annually 


none     annually 
5,000     monthly 


50      250.000     annually 


■ 


i  profit.  P  D  Profit  to  delicit  NA.  Not  available.  NM:  Not  meaningful  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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Your  boss  makes  you  use 
another  search  engine? 

MEANIE 


Only  one  search  engine  delivers  the  Web  prioritized,  categorized  and  organized  into  neat  little  folders. 


NorthernLight.com 

Just  what  you've  been  searching  for. 


^ORBES  500s 


Earnings  &  Dividends 

EARNINGS  PER  SHARE                                   DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

Company 

latest                 level  ef      2000E  vs      5-year 
12                  agreement      1999       projected 
months  2000E     2000E      %  change      growth 

annual 
rate        yield       payout1 

additional  purchase 
amount        frequency 
available   min        max 

McGra*  Kill  Cos 
1   MCE  WorldCom 

$2.14      $2.25        average               5%           12% 
1.35         1.89           high                40               29 

$0.94           1.9%         42% 
none            NA            NA 

yes       $100      $10,000     monthly 

McKesson  HBOC 
McLeedUSA 

0.82        1.25        average             18              19 
-1.61       -2.21           low              D-D              12 

0.24           1.3            19 
none            NA            NA 

yes          10       60,000     annually 

Mead 
Medarex 

1.99        2.69        average             35                9 
-0.53       -0.43           low              D-D               0 

0.68           2.2            25 
none            NA            NA 

yes          25         6,000     monthly 

Media  General 
MediaOne  Group 

32.83        2.62           low              -92              13 
5.32       -1.18        very  low           P-D              15 

0.64           1.3             24 
none            NA            NA 

yes          25         5,000     monthly 

Medlmmune 
Medtronic 

1.33        1.89        average             42              52 
0.77        1.09          high               20              18 

none            NA            NA 
0.16           0.3            15 

yes          25         4.000     monthly 

Mellon  Finl 
Mercantile  Bkshs 

1.90        2.03       very  high              7              12 
2.25         2.45       very  high               9               10 

0.80           2.9            39 
0.96           3.8            39 

yes        100      100,000     monthly 
yes          25         5,000    quarterly 

Merck 

Mercury  Interactive 

2.45        2.78       very  high            13              12 

0.39        0.58          high               49              40 

1.16           1.9            42 
none            NA            NA 

yes          50       50,000     annually 

Merisel 

Meritor  Automotive 

-0.76       -0.32           NM               D-D              NM 
3.68        3.08        average             10              12 

none            NA            NA 
0.42           2.9            14 

yes          50      100,000     annually 

Merrill  Lynch 
Metro-Goldwyn-Mayer 

6.17        6.32        average               2              12 
-3.36         0.02        very  low            D-P                0 

1.08           1.0            17 
none            NA            NA 

yes        none           none     no  limit 

Metromedia  Fiber  Net 
MGIC  Investment 

-0.56       -1.21        very  low            D-D                0 
4.30        4.81       very  high            12              13 

none            NA            NA 
0.10           0.3               2 

Micrel 
MicroAge 

0.82         1.22        average              49              NA 
-8.22       -049           NM               D-D              NM 

none            NA            NA 
none            NA             NA 

Microchip  Technology 
Micromuse 

0.91         160        average             32              26 
-0.08        0.34        average             48              49 

none            NA            NA 
none            NA            NA 

■■■■■ 
.  .   . 

Micron  Technology 
Microsoft 

1.12        3.85           low              D-P              21 
1.59        1.68          high               18              25 

none            NA             NA 
none            NA             NA 

MicroStrategy 
Millennium  Pharm 

0.15        0.25          high               67              53 
-10.45       -1.26        very  low            0-D              27 

none            NA             NA 
none            NA            NA 

Minn  Mining  &M(g 
Mirage  Resorts 

4.34         4.67        average               8              11 
0.70        0.92           low               31              14 

232            2.8             50 
none            NA             NA 

yes           10        10.000    quarterly 

Mohawk  Industries 
Molex 

2.61        3.21        average             23              15 
0.99        1.09        average             20              17 

none            NA             NA 
0.10           0.2               9 

Monsanto 
Montana  Power 

0.91        1.25        average             37              19 
1.33        1.32        average             -1                7 

0.12            03             10 
0.80           1.4            61 

yes          25      100.000     annually 
yes        100       60,000     annually 

MONY  Group 
JP  Morgan  &  Co 

5.24        2.52        average           -52              10 
1039       10.20        average             -2              10 

0.40           1.5            16 
4.00           3.8            39 

yes          50         5.000     monthly 

Morgan  Stanley  DW 
Motorola 

4.10        4.20        average               2              14 
1.31         3.15        average           140              19 

0.80           09            19 
0.48           0.3            15 

yes         100        40.000     annually 
yes        100      120.000     annually 

MRV  Communications 
Nabisco  Group 

-0.48        0.27           low              D-P               0 
0.75         0.97        average             29              10 

none            NA            NA 
0.49           5.6             51 

yes        100       50.000     annually 

Nabors  Industries 
Nash  Finch 

0.23         077           low               235               32 
174         1.09           NM               -37              NM 

none            NA            NA 
0.36           4.2            33 

yes           10          1.000     monthly 

National  City 

Natl  Commerce  Bncp 

2.22        2.38          high                 7              10 
0.99         1.16       very  high             17               17 

1.14           6.6             48 
0.42            2.5             36 

yes           50            500     monthly 
yes        100         3.500     monthly 

Natl  Semiconductor 
National  Steel 

-2.19        2.64        average             82              16 
-1.04         144           low               D-P                6 

none            NA            NA 
0.28           3.9            19 

Nationwide  Financial                        2.97         3.46        average             16               15 
Navistar  Iml                                  8.39        5.70        average           -30              10 

0.40           1.9             12 
none            NA            NA 

NCR                                           335        2.41       average           -28             19 

►«•'.-•)                                         -1.31       -0  35        average           0-0             NM 

none            NA            NA 
none            NA             NA 

,    0  0                                                  ,  profit,  p •  ov  Profit  to  deficit  NA  Not  available  NM:  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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INTERNET  SUCCES5: 

What  Ron  Corporation   Rchieved   By   Working   With   Hydrogen   Media 


When  Ron  Corporation  needed  to  extend 
their  corporate  identity  and  branding  position 
to  the  Internet,  they  required  a  technology  company 
that  fully  understood  their  needs  and  could 
implement  a  complete  solution.  Hydrogen  Media 
developed  an  Internet  strategy  and  created  a 
foruuard-thinking.  flexible  design  for  the  successful 
global  relaunch  of  uuujuj.aon.com. 


Hydrogen  Media  has  proven  itself  time  and  again 
uuith  clients  such  as  Hon  Corporation  and  can  do  the 
same  for  your  business.  UJhether  you  require 
UUeb  development,  e-commerce  solutions, 
strategic  consulting,  custom  applications 
or  information  management  contact  Hydrogen  Media 
at  1.888.890.9175  or  visit  our  UUeb  site  at 
ujujuj.hydrogenmedia.com. 


m 


HYDROGEN  MEDIA 
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lFNCISCD 


5HN      JUHN.P.R 


B  R  Y 


ORBES 


500s 


Earnings  &  Dividends 

Company 

EAflNJHSS  PER  SHARE 

DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PIAN 

. 

latest 

12 

months 

level  of 
agreement 
2000E     2000E 

2000Evs 

1999 
%  change 

5-year 

projected 

growth 

annual 
rate 

yield       payout1 

available 

additional  purchase 
amount        frequency 
min        max 

Network  Appliance 
Hotwsrk  Solutions 

$0.18 

039 

$0.31           high 
0.70        average 

48% 

79 

48% 
48 

none 
none 

NA             NA 
NA             NA 

New  C&ntury  Energies 
New  York  Times 

3.01 
1,73 

3.26       average 
1.99          high 

15 

5 

$2.32 
0.42 

9.3%          71% 
1.0            21 

yes 
yes 

$25    $100,000     annually 
10         3,000    quarterly 

Newell  Rubbermaid 
Nextel  Commun 

0.34 
-4.58 

1.99        average 
-2.48           low 

485 
D-0 

14 
26 

0.84 
none 

3.9            42 
NA             NA 

yes 

10        30,000     annually 

Nextel  Partners 

Nextlink  Commun 

-0.66 
-5.02 

NA            NA 
-7.13           low 

NA 
D-D 

NA 
40 

none 
none 

NA             NA 
NA             NA 

^■HH 

Niagara  Mohawk 
NIKE 

-0.06 
1.94 

0.32        very  low 
2.32       very  high 

D-P 

14 

9 

15 

none 
0.48 

NA             NA 
1.8             21 

-       f     — 
Niku 

NiSource 

■BUSH 
-5.61 

1.27 

NA            NA 
1.89        average 

NA 
49 

NA 
8 

none 
1.08 

NA             NA 

7.4             57 

m       *      5.00.  _* 

Noble  Drilling 
Nordstrom 

0.72 
1.46 

1.02        average 
1.75          high 

42 

20 

25 
15 

none 
0.32 

NA             NA 
1.4             18 

Norfolk  Southern 
North  Fork  Bancorp 

0.63 
1.62 

1.05        average 
182        average 

67 
12 

10 

11 

0.80 
0.72 

6.1             76 
4.9             40 

yes 
yes 

10          3,000    quarterly 
200       15,000     monthly 

Northeast  Utilities 
No  States  Power 

0.26 
1.43 

1.45        average 
1.95          high 

458 

36 

6 

6 

0.40 
1.45 

2.0            28 
8.7             74 

yes 
yes 

100       25,000     monthly 
25       10,000    quarterly 

Northern  Trust 
Northrop  Grumman 

1.74 
6.93 

1.95          high 
7.18          high 

12 
4 

13 
9 

0.54 
1.60 

1.0             28 

3.4             22 

yes 

100         1,000     monthly 

Northwest  Airlines 
Northwestern 

3.26 
1.62 

2.74           low 
1.80       very  high 

-16 

11 

7 
10 

none 
1.11 

NA             NA 
4.9             62 

Novell 

Novellus  Systems 

0.60 
0.64 

0.74        average 
1.73        average 

35 
170 

22 
27 

none 
none 

NA             NA 
NA             NA 

mm 

NStar 
NTL 

2  76 

3.19        average 
-7.37           NM 

16 
D-D 

4 

NM 

2.00 

none 

5.1            63 

NA             NA 

yes 

50       60,000     annually 

Nucor 

Occidental  Petroleum 

2.80 
1.58 

4.19           low 
1.71        very  low 

50 
8 

14 
14 

0.52 
1.00 

1.1            12                  yes 
57            58                 yes 

10         1,000     monthly 
50          1.000     monthly 

Office  Depot 
OfficeMax 

0.69 
0.09 

1.07        average 
0.60           low 

55 

NM 

18 
19 

none 
none 

NA             NA 
NA             NA 

Old  Kent  Financial 
Old  National  Bncp 

2.11 
1.76 

2.56          high 
1.85           NA 

21 
5 

11 
9 

0.88 
0.68 

3.6             34 
2.8             37 

yes 
yes 

25       25,000    quarterly 
50       50,000     annually 

Old  Republic  Intl 
Omnicom  Group 

175 
2.01 

1.69           low 
2.34       very  high 

-3 
16 

9 

16 

0.52 
0.70 

4.7             31 
0.8             30 

yes 

100         5,000    quarterly 

One  Valley  Bancorp 
OpenTV 

2.37 
-4.18 

2.50       very  high 
-044           low 

5 
D-D 

8 
48 

1.04 
none 

3.7             42 
NA             NA 

yes 

25         3,000    quarterly 

Oracle 
Owens  &  Minor 

064 
0.82 

0.71        average 
094        average 

25 

15 

25 

15 

none 
0.24 

NA             NA 
2.2             26 

yes 

25        25,000     annually 

Owens  Corning 
Owons-lllinois 

4.67 
1.79 

5.13        average 
1.86          high 

10 
4 

11 
12 

0.30 
none 

2.1               6 
NA            NA 

yes 

100      120.000     annually 

Oxford  Health  Plans 
Paccar 

3  26 
7.41 

128           low 
6  27        average 

-61 
-15 

16 
9 

none 
2.80 

NA            NA 
6.6             45 

Pacific  Century  Finl 
PacifiCare  Health 

1.64 
6.23 

209        average 
6  98        average 

27 
12 

9 
15 

0.68 
none 

4.2             33 
NA             NA 

yes 

25          5.000    quarterly 

Pactiv 
PamoWcbhcr  Group 

-182 
356 

0.93        average 
4.06         average 

D-P 
14 

12                 none 
11                 0.48 

NA             NA   • 
1.2             12 

yes 

10          3,000     quarterly 

utrlc  Technology 
Park  Place  Enter 

0.36 

0  45 

0.49        average 
0.68        average 

14 
51 

21 

14 

none 
none 

NA            NA 
NA            NA 

D:  Profit  to  deficit  NA:  Not  available.  NM:  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share 

384     i-    o    R    i>.    i     s   . 

I     / 


IT    USED    TO    BE    S  M  A  L  L  -  B  U  S  I  N  E  S  S    PEOPLE 
COULD    ONLY     RUN     IDEAS     BY    THEIR    SPOUSE. 


i   / 


NOW    THEY    CAN     RUN    THEM     BY 
A    LOT    OF    SPOUSES. 


No  matter  how  small  your  company,  you  can  have  the  same  confidence  in  your  ideas  as  the  big  guys 
have  in  theirs.  Because  now  you  can  show  marketing  concepts,  new  product  ideas  -  virtually  anything 
you  come  up  with  -  to  consumers  quickly,  easily,  and  inexpensively.  In  fact,  with  InsightExpress"", 
all  it  takes  is  a  computer  and  a  credit  card.  You'll  find  our  research  methods  provide  a  solid  sense 
of  the  market,  cost  a  fraction  of  traditional  techniques,  and  deliver  results  in  hours,  not  months. 
So  stop  relying  on  the  Mrs.  -  InsightExpress  is  here.  Point  your  browser  to  www.insightexpress.com. 


INSIGHT 

EXPRESS 


INSTANT         CREDIBILITY         FOR        YOUR 


D    E    A    S" 


InsightExpress  is  an  affiliate  of  NFO  Worldwide,  Inc.  (NYSE:  NFO) 


FORBES  OUUS 

Farnings  A.  Dividends 

EARNINGS  PER  SHARE 

DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

Company 

latesl 

12 

months 

2000E 

level  of 

agreement 

2000E 

2000Evs 

1999 
%  change 

5-year 

projected 

growth 

annual 
rate        yield 

payout1 

additional  purchase 
amount        frequency 
available   min        max 

Parker-Hannifin 
Paychex 

$2.89 
0.70 

$3.18 
091 

high 
average 

12% 
25 

11% 
27 

1    $0.68           1.9% 
0.36           0.7 

21% 
40 

yes        $10 
yes        100 

$5,000     monthly 
10,000    quarterly 

PE  Biosystems  Group 
PE  Cetera  Genomics 

NA 
NA 

0.84 
-1.88 

high 
low 

17 
D-0 

23                0.17           0.1 
0                none            NA 

20                 yes 

NA 

PECO  Energy                               3.08 
JC  Penney                                    1.16 

3.56 
2.01 

average 
average 

16 

73 

7 
10 

1.00           2.6 
1.15           8.3 

28 
57 

yes        none 
yes          25 

50.000     annually 
10.000     annually 

Pennzoil-Quaker  State 
People's  Bank 

-4.12 
1.81 

0.86 
1.91 

average 
high 

D-P 

6 

40 

11 

0.75           8.5 

1.12            6.4 

87                  yes          50 
59                  yes        100 

60.000     annually 
10,000     monthly 

Peoples  Heritage  Finl 
PeopleSoft 

1.37 
-0.67 

1.67 
0.23 

high 
low 

22 
D-P 

11                 0.50            4.8 
21                 none            NA 

30 
NA 

yes        100 

5.000    quarterly 

— 
Pepsi  Bottling  Group 
PepsiCe 

0.92 
1.37 

1.19 
1.39 

high 
high 

29 

1 

23 
13 

0.08           0.4 
0.54           1.8 

7 
39 

yes          25 

5.000     monthly 

Peregrine  Systems 
PerkinElmer 

-0.11 
3.31 

0.51 

2.07 

high 
high 

65 
-37 

48 

14 

none            NA 
0.56           0.8 

NA 
27 

yes          25 

5,000     monthly 

Pfizer 
PG&E 

0.82 
-0.23 

1.04 
2.41 

very  high 
high 

27 
D-P 

19 

6 

0.36           1.0 
1.20           5.6 

35 
50 

yes          50 
yes 

10.000     monthly 

Pharmacia  &  Upjohn 
Phelps  Dodge 

1.49 

-4.13 

2.04 
2.41 

very  high 
very  low 

37 

DP 

14 
8 

1.08           2.1 
2.00           4.2 

53 

83 

yes          50 
yes          10 

100.000     annually 
1,000     monthly 

Philip  Morris  Cos 
Phillips  Petroleum 

3.19 
2.39 

3.68 

3.10 

high 
low 

15 
30 

12 

10 

1.92         10.1 
none            NA 

52 
NA 

yes          10 
yes          50 

60,000     annually 
10,000     monthly 

Phone.com 
Pinnacle  West 

-1.13 
3.62 

-0.51 
3.23 

average 

high 

DO 

-11 

100 
6 

none            NA 
1.40            5.3 

NA 

43 

yes          50 

60.000     annually 

Pitney  Bowes 
Pittston 

2.34 
0.70 

2.60 
2.19 

high 
low 

11 
213 

14 
13 

1.14            2.5 
0.10           0.7 

44 
5 

yes        100 

3,000    quarterly 

Plains  Resources                           -3.62 
Plug  Power                                   -1.27 

0.98 
-1.11 

low 
average 

63 
D-D 

0 

0 

none            NA 
none            NA 

NA 
NA 

PMC-Sierra 
PMI  Group 

0.60 
4.52 

0.73 
5.37 

average 
high 

22 

19 

40 
12 

none            NA 
0.16           0.5 

NA 
3 

PNC  Financial  Services 
Popular 

4.15 
184 

431 
2.02 

high 
NM 

4 

10 

10                 1.80            4.8 
NM                 0.64            3.3 

42                  yes          50 

32                   yes           25 

5,000     monthly 
10.000     monthly 

Portal  Software 
Potomac  Electric 

-0.06 
198 

0.01 
1.88 

very  low 
average 

D-P 

-5 

57 
3 

none            NA 
1.66           8.4 

NA 

88                 yes          25 

5,000     monthly 

PPG  Industries 
PPL 

3.24 
3.14 

4.17 
2.63 

average 
high 

29 
-16 

9                 1.60            3.4 
4                1.06           5.5 

38 
40 

yes        100 
yes        none 

10.000     monthly 
80.000     annually 

Praxair 
T  Howe  Price 

2.72 
1.85 

2.97 
2.12 

high 
average 

9 
15 

12 
15 

0.62           1.9 
0.52           1.6 

21 
25 

yes          50 

24.000     annually 

Priceline.com 
Procter  &  Gamble 

-790 
2.59 

-021 
3.02 

low 
high 

D-D 
17 

70 

13 

none            NA 
1.28            2.4 

NA 
42 

yes        100 

120,000     annually 

Progressive 
Protective  Life 

3.96 
232 

3.07 
2.61 

low 
high 

-22 

13 

14 
14 

0.26           0.5 
0.48           2.2 

8 
18 

yes          25 

6,000    quarterly 

Protein  Design  Labs 
Provident  Bankshares 

-0  55 
167 

-0.45 
181 

very  low 

high 

D-D 

8 

44 
9 

none            NA 
0.66           4 1 

NA 

36 

yes        100 

10,000    quarterly 

Provident  Finl  Group                        3.29 
Pi  ovidian  Financial                         3.78 

3.69 
513 

very  high 
average 

12 

36 

12 
25 

0.96           3.4 
0.20           0.3 

26 
4                   yes           50 

250,000     annually 

PSINet                                        -3.49 
Pub  Svc  Enterprise                         3  29 

348 

average 

D-D 

6 

45                 none            NA 
5                 2.16           8.3 

NA 

62                   yes           50 

125.000     annually 

Sound  Energy                       2  06 

4  17 

2.00        average 
4.21        average 

-3 

4 
11 

1.84           9.2 
0.16           1.0 

92 
4 

yes          25 

100.000     annually 

to  deficit.  NA:  Not  available. 

NM:  Not  meaningful.  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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www.  buy  now.  com 


When  Logitech  wanted  to 

see  their  online  sales  explode, 

they  turned  to  BuyNow. 


1,250,000  products 

virtual  inventory 

payment  processing 

fulfillment  direct 
from  the  distributors 

world-class  customer  service 

your  revenue  I  your  margin 

our  pleasure 


L°gitech 


bUyl0 


gitech.COm 


We  empower  stores 


000  BuyNow.  Inc.  All  rights  reserv 
e  Logitech  logo,  and  other  Logite 


BuyNow. 

we  are  ecommerce 

Call  Now  949.389.5700 


500s 


Earnings  OMtends 

Company 

EARNINGS  PER  SHARE 

DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

latest 

12 

months 

2000E 

level  of      2000E  vs 
agreement      1999 
2000E      %  change 

5-year    I 
projected 
growth 

[  annual 
rate 

yield 

payout1 

available 

additional  purchase 
amount        frequency 
min       max 

QLogic 

$0.64 

$0.92 

average            24% 

32% 

none 

NA 

NA 

Quake;  Oats 

3.23 

3.11 

high               -4 

11 

$1.14 

2.4% 

37% 

yes 

$10      $30,000     annually 

uoaiesrara 

0.46 

1.05 

average           239 

37 

none 

NA 

NA 

Quauium-DSS  Group 

1.06 

1.26 

average               3 

15 

none 

NA 

NA 

Quantum-HDD  Group 

-1.46 

0.26 

very  low           D-P 

18 

none 

NA 

NA 

Quest  Software 

0.04 

0.09 

low              125 

63 

none 

NA 

NA 

Qwest  Communications 

0.60 

0.22 

low              -63 

39 

none 

NA 

NA 

Ralston  Purina 

1.87 

1.65 

average               3 

11 

0.40 

1.6 

24 

yes 

10       25,000     annually 

Rambus 

0.37 

0.60 

high               71 

75 

none 

NA 

NA 

R&B  Falcon 

-0.53 

-0.35 

very  low           D-D 

24                none 

NA 

NA 

Rational  Software 

0.86 

1.19 

very  high            27 

32                none 

NA 

NA 

Raymond  James  Finl 

1.96 

2.20 

NM                25 

NM                0.30 

1.6 

14 

Raytheon 

134 

1.67 

average             25 

10                0.80 

4.5 

48 

yes 

25        25.000     annually 

RCN 

-5.11 

-9.19 

NM              D-D 

36                none 

NA 

NA 

Reader's  Digest  Assn 

1.49 

1.55 

average             35 

15 

0.20 

0.6 

13 

yes 

100       10,000     monthly 

RealNetworks 

0.04 

0.16 

average           300 

56                none 

NA 

NA 

Red  Hat 

-0.14 

-013 

average            D-D 

50 

none 

NA 

NA 

Redback  Networks 

-015 

0.18 

low              D-P 

52 

none 

NA 

NA 

Reebok  International 

0.20 

1.02 

average           410 

14 

none 

NA 

NA 

Regions  Financial 

2.35 

2.51 

average               7 

10                1.08 

5.7 

43 

yes 

25      120.000     annually 

Reinsurance  Group  Am 

0.88 

248 

average           182 

16 

0.24 

1.4 

10 

Reliance  Group 

-221 

0.66 

very  low           D-P 

10                 none 

NA 

NA 

Reliant  Energy 

5.82 

2.36 

very  high          -59 

8                 1.50 

7.1 

64 

yes 

50      120,000     annually 

RetiaStar  Financial 

2.85 

3.48 

average             22 

12 

0.82 

3.2 

24 

yes 

50         5.000     monrhly 

Republic  Services 

1.14 

1.33 

very  high             17 

19 

none 

NA 

NA 

Reynolds  Metals 

194 

5.22 

very  low            169 

10                 1.40 

2.4 

27                  yes 

25         3000    quarterly 

RF  Micro  Devices 

0.55 

0.79 

average             36 

45 

none 

NA 

NA 

Riggs  National 

1.26 

1.18 

average             -6 

9 

0.20 

1.7 

17 

yes 

25         5.000    quarterly 

Rite  Aid 

NA 

049 

very  low           158 

14                 none 

NA 

NA                 yes 

25       25,000     annually 

RJ  Reynolds  Tobacco 

2388 

3.48 

low              -85 

7                 3.10 

17.7 

89                 yes 

100       50.000     annually 

Roadway  Express 

2.39 

2.66 

average             11 

9 

0.20 

1.0 

8 

yes 

50     100,000    annually 

Rockwell  Infl 

3.12 

3.45 

high               15 

12 

1.02 

2.6 

30 

yes 

10         1,000     monthly 

Rohm  and  Haas 

127 

2.44  " 

average             92 

11 

0.76 

2.1 

31 

Roslyn  Bancorp 

0.33 

160 

very  high          385 

11 

0.58 

3.8 

36 

yes 

100         5,000    quarterly 

RSA  Security 

4.38 

0.87 

average           -80 

32 

none 

NA 

NA 

Ryder  System 

6.17 

2.15 

average           -65 

12 

0.60 

3.2 

28 

yes 

25       60,000     annually 

SI  Carp 

-4.28 

-0.58 

low              D-D 

55 

none 

NA 

NA 

Sabre  Holdings 

2  54 

2.07 

very  high           -19 

14 

none 

NA 

NA 

Safeco 

190 

1.69 

low              -11 

10 

1.48 

8.0 

88 

Safeguard  Scientifics 

1.16 

0.26 

NA               -78 

25 

none 

NA 

NA 

Safeway 

188 

2.22 

high               18 

17 

none 

NA 

NA 

St  Paul  Cos 

353 

276 

average            -22 

10                108 

47 

39 

yes 

10       60,000     annually 

Saks 

136 

1.73 

average             27 

16 

none 

NA 

NA 

SanDisk 

0.43 

0.78 

average             81 

39 

none 

NA 

NA 



Sanmina 

1.06 

130 

high               71 

30                 none 

NA 

NA 

Sapient 

0  48 

0.78 

high                63 

45                 none 

NA 

NA 

■  Lm 

1.27 

1.35 

very  high               7 

11 

0.52 

3.6 

39 

yes 

10         5.000    quarterly 

:-ec  Ctnwunlcatisis 

1  90 

2.28 

high                20 

13 

0.98 

2.3 

43 

yes 

50      120,000     annually 

<o  profit  P-0  Profit  to  deficit  NA  Not  available  NM:  Not  meaningful.  Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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NORTHROP  GRUMMAN 


Dtd  JUUO 


EarjoingaAJMdends_ 


EARNINGS  PER  SHARE 


Company 

Scana 
Schei 

'Schwab 
SCI  Systems 

Scient 

Scientific-Atlanta 

SDL 

Seagate  Technology 

Sealed  Air 
Sears,  Roebuck 

Selectica 
Sempra  Energy 

Sepracor 
Service  Corp  Intl 

ServiceMaster 
7-Eleven 

Shaw  Industries 
Sherwin-Williams 

ShopKo  Stores 
Siebel  Systems 

Sierra  Pacific  Res 
Sigma-Aldrich 

Silknet  Software 
Sky  Financial  Group 

SUM  Holding 
Smithfield  Foods 

Smurfit-Stone  Contain 
Sodexho  Marriott 

Software.com 
Solectron 

Solatia 

Sonic  Automotive 

Sonoco  Products 
Southdown 

Southern  Co 
SouthTrust 

Southwest  Airlines 
Southwest  Securities 

Sovereign  Bancorp 
Spiegel 

Sprint  FON 
Sprint  PCS 


StanCorp  Financial 
Staples 

Starbucks 
>tate  Street 


latest  level  of      2000Evs      5-year 

12  agreement      1999       projected 

months  2Q00E     2000E      %  change      growth 


$1.73 
1.42 

0.70 
1.16 

-0.81 

0.79 

0.37 
3.97 

1.68 

3.81 

-3.06 
1.66 

-2.77 
-0.13 

0.55 
0.17 

1.62 
1.80 

3.71 
0.54 

108 
1.71 

NA 
0.90 

3.06 
1.61 

0.76 
086 

-0.31 
0.65 

1.80 
1.27 

1.83 
560 

1.86 
2.63 

0.89 
2.98 

1.16 

0.65 

181 
-271 

2.37 
0.67 

0  58 
3.78 

12? 


$2.08 
1.64 

0.87 
1.36 


0.25 
0.75 

0.72 
0.53 

2.19 
4.24 

NA 
1.88 

-2.54 
0.66 

0.80 
0.20 

1.92 

2.02 

3.00 
0.73 

1.84 
1  79 

-0.91 
1.80 

3.40 
2.61 

1.80 
0.99 

-0.17 
0.85 

2.26 
1.74 

2.00 
6.19 

2.03 
2.90 

0.99 

239 

1.25 
0.87 

1.97 
-2  03 

275 
0.88 

0  71 
339 

1.32 


average 
very  high 

average 
average 


average 
average 


average 
low 

average 
average 

NA 
average 

average 
average 

average 
NM 

average 
high 

very  high 
average 

average 
average 


average 
average 

average 
low 

average 
average 

low 
high 

average 
high 

average 
very  high 

high 
high 

average 
NM 

average 
NM 

average 
low 

NA 
average 

very  high 
average 

average 
very  high 


20% 
15 


4% 
15 


24 
35 


22 

21 


0-P 
15 


95 

-88 

30 

11 

NA 
13 


D-D 
DP 

45 
18 

19 
12 

-19 
35 

70 
5 


D-D 

100 

11 
57 

137 
5 

D-D 

49 

26 
37 

9 
11 

9 
10 

11 
8 

0 
34 

9 
D-D 

16 
31 

31 
-10 

B 
NM 


57 
22 

40 
18 

18 

10 

NA 

5 

0 

11 

15 
NM 

15 
12 

NM 
40 

5 
11 


62 
11 


13 

15 

8 
15 

56 
31 

10 
26 

11 

12 

6 
12 

14 
NM 

14 
NM 

12 

25 

12 
28 

25 
14 

10 
20 


DIVIDENDS  PER  SHARE 


annual 
rate 


yield       payout1 


$1.15 
0.50 


5.0% 
1.3 


55% 
30 


0.06 
none 


0.1 
NA 


7 
NA 


none 
0.02 

none 
none 


NA 
0.0 

NA 
NA 


NA 
3 

NA 
NA 


none 

0.92 

none 
1.00 

none 
none 

0.36 
none 

0.20 

0.54 

none 
none 

1.00 
0.31 


NA 
3.3 

NA 

5.7 

NA 
NA 

3.0 

NA 

1.8 
2.9 

NA 
NA 

7.2 
1.4 


NA 

22 

NA 

53 

NA 
NA 


45 
NA 

10 

27 

NA 
NA 

54 

17 


none 
0.80 


NA 
5.5 


NA 
44 


0.64 
none 

none 
0.08 

none 
none 


2.2 

NA 


19 

NA 


0.04 
none 

0.76 
0.60 

1.34 
1.00 

0.02 
0.32 

0.10 
none 

050 
none 


NA 
0.7 

NA 
NA 

0.3 
NA 

4.2 
1.2 

6.3 
4.7 

0.1 
0.7 

1.4 
NA 

0.8 
NA 


NA 
8 

NA 
NA 

2 
NA 

38 
10 

66 
34 

2 
13 

8 
NA 


25 
NA 


0.24 
none 

none 
0.64 

0.44 
0.13 


09 
NA 

NA 
0.9 

3.7 
0.2 


9 

NA 

NA 
19 

33 
6 


DIVIDEND  REINVESTMENT  PLAN 


additional  purchase 
amount        frequency 
available   min 


yes        $25    $100,000    annually 
yes  25       36,000     annually 


yes  25         5,000     monthly 


yes  25       40,000     annually 


yes  25         3,000     monthly 


yes  25       25,000     annually 

yes        100         2,500     monthly 
yes  10         2,000     monthly 


yes  50      100.000     annually 


yes  50        10.000     monthly 


yes  25  100,000  monthly 

yes  10  120,000  annually 

yes  25  150.000  annually 

yes  25  10.000  monthly 


yes  50         5.000    quarterly 


yes  25         5.000    quarterly 


yes         100        25.000     monthly 


D.  Profit  to  dcl'cit  NA:  Not  available.  NM:  Not  meaningful  'Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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on't 


TREK 


dial-up  at  the  office.  Wh 
put  up  with  it  on  the  roa 

When  you  travel,  make  sure  you  stay  at  a  hotel  that  offers  CAIS  Internet.  Ifs  30-50  times  faster  than  dial-up  service.  It's  in  more  hotels  than  any  other  provider  And  all  you 
do  is  bring  your  ethemet  card,  plug  it  in,  and  get  to  work  Check  it  out:  ALABAMA  —  Embassy  Suites  Montgomery,  Montgomery  334-269-5055  •  Hampton  Inn,  Madison 
256-464-8999  •  Hilton  Garden  Inn  Orange  Beach  Beachfront,  Orange  Beach  334-974-1600  •  Radisson  Hotels  Huntsville  256-882-9400  •  Radisson  Inn-Huntsville  Airport, 
Madison  256-772-8855  ARIZONA  —  Hilton  Phoenix  Airport,  Phoenix  480-894-1600  •  Hilton  Scottsdale  Resort  and  Villas,  Scottsdale  480-948-7750  •  Hilton  Suites  Phoenix 
Plaza,  Phoenix  602-222-1111  •  Marriott  University  Park,  Tucson  520-792-4100  •  Pointe  Hilton  South  Mountain  Resort,  Phoenix  602-431-6402  CALIFORNIA  —  Anaheim 
Orange  Hilton  Suites,  Orange  714-938-1111  •  Beverly  Hills  Hilton,  Beverly  Hills  310-285-1380  •  Embassy  Suites  Monterey,  Monterey  831-393-1115  •  Four  Seasons  Hotel, 
Beverly  Hills  310-273-2222  •  Hilton  Burbank  Airport  &  Convention  Center,  Burbank  818-843-6000  •  Hilton  Garden  Inn  Anaheim-Garden  Grove,  Garden  Grove  714-703-9100 

•  Hilton  Garden  Inn  Arcadia-Pasadena,  Arcadia  626-574-6900  •  Hilton  Garden  Inn  Valencia  Six  Flags,  Valencia  661  -254-8800  •  Hilton  Inn  in  Torrance,  Torrance  31 0-540-0500 

•  Hilton  La  Jolla  Torrey  Pines,  La  Jolla  858-558-1500  •  Hilton  Los  Angeles  Airport,  Los  Angeles  310-410-4000  •  Hilton  Palm  Springs  Resort,  Palm  Springs  760-320-6868  • 
Hilton  Pasadena,  Pasadena  626-577-1000  •  Hilton  San  Francisco  &  Towers,  San  Francisco  415-771-1400  •  Hilton-Long  Beach,  Long  Beach  562-983-3400  •  Hilton-Oakland 
Airport,  Oakland  510-635-5000  •  Holiday  Inn  Bay  Bridge,  Emeryville  510-658-9300  •  Holiday  Inn  Sacramento  Capitol  Plaza,  Sacramento  916-446-0100  •  Hyatt  San  Jose 
Airport,  San  Jose  408-993-1234  •  La  Jolla  Marriott,  La  Jolla  858-587-1414  •  Ontario  Airport  Hilton,  Ontario  909-980-0400  •  Pleasanton  Hilton,  Pleasanton  925-463-8000  • 
San  Ramon  Marriott,  San  Ramon  925-867-9200  •  The  Doubletree  Hotel  Anaheim,  Orange  714-634-4500  •  W  Hotel,  San  Francisco  415-777-5300  •  Wyndham  Garden  Hotels, 
Sunnyvale  408-747-0999  COLORADO  —  Denver  Marriott.  Denver  303-297-1300  •  Hilton  Garden  Inn  -  Denver  International  Airport,  Aurora  303-371-9393  •  Holiday  Inn 
Denver  International  Airport.  Aurora  303-418-0400  •  Radisson  Hotel  Denver  Stapleton,  Denver  303-321-3500  •  Radisson  North  Denver  Graystone  Castle,  Thornton 
303-451-1002  CONNECTICUT  —  Hilton  Southbury,  Southbury  203-598-7600  DISTRICT  OF  COLUMBIA  —  Embassy  Square  Summerfield  Suites,  Washington, 
DC  202-659-9000  •  Hilton  Washington  and  Towers,  Washington,  DC  202-483-3000  •  Marriott  at  Metro  Center.  Washington,  DC  202-737-2200  •  The  Capital  Hilton, 
Washington,  DC  202-393-1000  •  The  Washington  Court  Hotel  on  Capital  Hill,  Washington,  DC  202-628-2100  •  Washington  Marriott,  Washington,  DC  202-872-1500 
FLORIDA  —  Embassy  Suites  Tampa,  Tampa  81 3-977-7066  •  Hilton  Garden  Inn  Jacksonville  JTB/  Deerwood  Park,  Jacksonville  904-997-6600  •  Hilton  Garden  Inn  Lake  Mary, 
Lake  Mary  407-531-9900  •  Hilton  Naples  &  Towers,  Naples  941-430-4900  •  Hilton  Orlando-Altamonte  Springs,  Altamonte  Springs  407-830-1985  •  Hilton  Palm  Beach 
Airport,  West  Palm  Beach  561-684-9400  •  Hilton  Sandestin  Beach  and  Golf  Resort,  Destin  850-267-9500  •  Loews  Miami  Beach,  Miami  Beach  305-604-1601  •  Marriott  Harbor 
Beach  Resort.  Ft.  Lauderdale  954-525-4000  •  Radisson  Resort  Coral  Springs,  Coral  Springs  954-753-5598  •  Staybndge  Suites  by  Holiday  Inn,  Miami  305-500-9100  • 
Staybridge  Suites  by  Holiday  Inn,  Naples  941  -643-8002  •  Westm  Innisbrook  Resort,  Palm  Harbor  727-942-2000  •  World  Golf  Village  Resort  Hote,  St.  Augustine  904-940-8000 
GEORGIA  —  Atlanta  Perimeter  by  Bass,  Dunwoody  678-320-0111  •  Hilton  Atlanta  Airport,  Atlanta  404-767-9000  •  Hilton  Atlanta  and  Towers  Downtown,  Atlanta 
404-659-2000  •  Hilton  Atlanta  Northwest,  Atlanta  770-953-9300  •  Hilton  Garden  Inn  Atlanta  North  Johns  Creek,  Duluth  770-476-1966  •  Hilton  Garden  Inn  Atlanta 
Perimeter  Center,  Atlanta  404-459-0500  •  Radisson  Riverfront  Hotel,  Augusta  706-722-8900  •  Staybridge  Suites  by  Holiday  Inn,  Alpharetta  770-569-7200  •  Staybridge 
Suites  by  Holiday  Inn  Atlanta  Perimeter,  Dunwoody  678-320-9057  •  Westin  Peachtree  Plaza,  Atlanta  404-659-1400  HAWAII  —  Hilton  Hawaiian  Village.  Honolulu 
808-949-4321  IDAHO  —  Ameritel  Inn,  Boise  208-323-2500  ILLINOIS  —  Doubletree  Club  Hotel,  Palatine  847-359-6900  •  Hilton  Chicago  and  Towers,  Chicago  31 2-922-4400 

•  Hilton  Chicago  O'Hare  Airport,  Chicago  773-686-8000  •  Hilton  Garden  Inn  of  Addison,  Addison  630-691  -0500  •  Hilton  Lisle-Naperville,  Lisle  630-505-0900  •  Hilton  Northbrook, 
Northbrook  847-480-7500  •  Hilton  Oak  Lawn,  Oak  Lawn  708-425-7600  •  Hilton  Springfield,  Springfield  217-789-1530  •  Oakbrook  Terrace  Hilton  Suites, 
Oakbrook  Terrace  630-941-0100  •  Palmer  House  Hilton,  Chicago  312-726-7500  •  Wyndham  Chicago,  Chicago  312-573-0300  INDIANA  —  Ramada  Inn  Plaza  Hotel 
Conference  Center,  Columbus  812-376-3051  IOWA  —  Radisson  Davenport,  Davenport  319-322-2200  KANSAS  —  Hilton  Wichita  Airport  Executive  Conference 
Center,  Wichita  316-945-5272  KENTUCKY  —  Hilton  Garden  Inn  Louisville  East,  Louisville  502-297-8066  •  University  Plaza  Bowling  Green.  Bowling  Green  270-745-0088 
LOUISIANA  —  Hilton  New  Orleans  Airport,  Kenner  504-469-5000  •  New  Orleans  Hilton  Riverside,  New  Orleans  504-561-0500  MARYLAND  —  BWI  Airport  Marriott.  Baltimore 
41 0-859-8300  •  Comfort  Inn  Airport,  Baltimore  41 0-789-91 00  •  Gaithersburg  Hilton,  Gaithersburg  301  -977-8900  •  Greenbelt  Marriott,  Greenbelt  301-441  -3700  •  Hilton  Garden 
Inn  White  Marsh,  Baltimore  410-427-0600  •  Quality  Suites  -  Rockville,  Rockville  301-216-1864  •  Sleep  Inn  -  Rockville,  Rockville  301-947-3100  •  Staybridge  Suites 
Columbia/Baltimore,  Baltimore  770-604-2430  MASSACHUSETTS  —  Hilton  Logan  Airport,  Boston  617-568-6700  MICHIGAN  —  Hilton  Garden  Inn  Plymouth,  Plymouth  734- 
420-0001  •  Hilton  Inn  Southfield,  Southfield  248-357-1100  •  Hilton  Suites  Auburn  Hills,  Auburn  Hills  248-334-2222  •  Holiday  Inn  Express  Hotels  & 
Suites,  Allen  Park  313-323-3500  MINNESOTA  —  Hilton  Minneapolis  &  Towers,  Minneapolis  612-376-1000  •  Radisson  Plaza  Minneapolis,  Minneapolis  612-339-4900  • 
Staybridge  -  Eagan.  Eagan  320-235-7207  MISSOURI  —  Chateau  on  the  Lake,  Branson  417-334-1161  •  Embassy  Suites  Hotel  at  KCI  Airport,  Kansas  City  816-891-7788  • 
Homewood  Suites  -  KCI  Airport,  Kansas  City  816-880-9880  •  Kansas  City  Airport  Marriott,  Kansas  City  816-464-2200  •  St  Louis  Frontenac  Hilton,  St.  Louis  314-993-1100  • 
Wingate  Inn,  Maryland  Heights  31 4-209-0001  NEBRASKA  —  Embassy  Suites  Hotel,  Omaha  402-346-9000  •  Staybridge  Suites  by  Holiday  Inn,  Lincoln  402-438-7829  NEW 
JERSEY  —  Brunswick  Hilton,  East  Brunswick  732-828-2000  •  Fort  Lee  Hilton,  Fort  Lee  201-461-9000  •  Hamilton  Park  Conference  Center,  Flortiam  Park  973-377-2424  • 
Hampton  Inn  &  Suites  Cherry  Hill,  Voorhees  856-346-4500  •  Hilton  at  Short  Hills,  Short  Hills  973-379-0100  •  Hilton  Newark  Airport,  Elizabeth  908-351-3900  •  Hilton  Woodcliff 
Lake,  Woodcliff  Lake  201-391-3600  NEW  YORK  —  Best  Western  MacArthur  Hotel,  Holtsville  631-758-2900  •  Hilton  Garden  Inn,  Saratoga  Spnngs  518-587-1500  •  Hilton 
Garden  Inn  Albany  Airport,  Albany  518-464-6666  •  Hilton  New  York  and  Towers.  New  York  212-261-5755  •  Hilton  Peart  River,  Pearl  River  914-735-9000  •  Hilton  Rye  Town, 
Rye  Brook  914-939-6300  •  Hilton  Tarrytown,  Tarrytown  914-631-5700  •  Holiday  Inn  Wall  Street  District,  New  York  212-232-7700  •  Hotel  Lexington.  New  York  212-755-4400  • 
Ramada  Inn  East  End,  Riverhead  631-369-2200  •  Waldort  Astoria,  New  York  212-355-3000  •  Westchester  Marriott,  Tarrytown  914-631-2200  NORTH  CAROLINA  —  Hilton 
Charlotte  and  Towers,  Charlotte  704-377-1 500  •  Hilton  Charlotte  University  Place,  Charlotte  704-547-7444  ext  71 76  •  Hilton  North  Raleigh,  Raleigh  91 9-872-2323  •  Staybndge 
Charlotte-Arrowhead,  Charlotte  704-527-6767  OHIO  —  Dayton  Marriott  Hotel,  Dayton  937-223-1000  •  Hilton  Garden  Inn  Cleveland  Airport,  Cleveland  216-898-1898  •  Hilton 
Garden  Inn  Twinsburg,  Twinsburg  330-405-4488  •  Radisson  Hotel  at  Gateway,  Cleveland  216-377-9000  OKLAHOMA  —  Hilton  Garden  Inn  Oklahoma  City,  Oklahoma  City 
405-942-1400  •  Hilton  Garden  Inn  Tulsa  Airport,  Tulsa  918-838-1444  OREGON  —  Embassy  Suites  at  Portland  Airport,  Portland  503-460-3000  •  Hilton  Garden  Inn  Portland 
Airport,  Portland  503-255-8600  •  Hilton  Hotel  Portland,  Portland  503-226-1611  PENNSYLVANIA  —  Hilton  Pittsburgh,  Pittsburgh  412-391-4600  •  Hilton  Valley  Forge,  King  of 
Prussia  610-337-1200  •  Philadelphia  Airport  Hilton,  Philadelphia  215-365-4150  •  The  Sheraton  Rittenhouse  Hotel,  Philadelphia  215-546-9400  SOUTH  CAROLINA  — 
Embassy  Suites  Greenville  Golf  Resort,  Greenville  864-676-9090  •  Staybridge  Suites  by  Holiday  Inn,  Myrtle  Beach  843-903-4000  SOUTH  DAKOTA  —  Holiday  Inn  City 
Centre,  Sioux  Falls  605-339-2000  TENNESSEE  —  Hilton  East  Memphis,  Memphis  901-767-6666  •  Hilton  Suites  Brentwood,  Brentwood  615-370-0111  •  Radisson  Summit 
Hill,  Knoxville  423-522-2600  TEXAS  —  Hampton  Inn  &  Suites  at  Rodeo  Center,  Mesquite  972-329-31 00  •  Hilton  DFW  Lake  Executive  Conference.  Grapevine  81 7-481  -8444 

•  Hilton  Garden  Inn,  Addison  972-233-8000  •  Hilton  Garden  Inn  Las  Colinas,  Irving  972-444-8434  •  Hilton  Garden  Inn  North  Fort  Worth,  Fort  Worth  817-222-0222  •  Hilton 
Houston  Plaza  Hotel,  Houston  713-313-4000  •  Holiday  Inn  Beaumont  Plaza,  Beaumont  409-842-5995  •  Hyatt  Regency  Austin  On  Town  Lake,  Austin  512-477-1234  • 
Las  Colinas  Staybndge  Suites,  Dallas  972-465-9400  •  Las  Colinas  Wyndham,  Irving  972-650-1600  •  Radisson  Houston  Hobby  Airport,  Houston  713-943-7979  •  Staybndge 
Dallas/Las  Colinas,  Dallas  770-604-2430  •  Staybridge  Suites  by  Holiday  Inn,  Houston  713-355-8888  •  Staybridge  Suites  by  Holiday  InN,  San  Antonio  210-558-9009 
VIRGINIA  —  Hilton  Norfolk  Airport,  Norfolk  757-466-8000  •  Hilton  Richmond  Airport.  Sandston  804-226-6400  WASHINGTON  —  Bellevue  Courtyard,  Bellevue  425-869-5300 

•  Homestead  Village,  Bellevue  425-885-6675  •  Hyatt  Regency  Bellevue.  Bellevue  425-462-1234  •  Marriott  SeaTac  Airport,  Seattle  206-241-2000  WISCONSIN  —  Hilton 
Garden  Inn  Green  Bay.  Green  Bay  920-405-0400  •  Marriott  Madison  West,  Middleton  608-831-2000  INTERNATIONAL  —  Century  Hyatt,  Tokyo,  Japan  81-3-3348-1234  • 
Holiday  Crowne  Plaza.  Monterrey,  Mexico  011-52-8-319-6000,  Toll  Free:  1-800-637-3885  •  Holiday  Inn  Crown  Plaza.  Taipei.  Taiwan  886-27635656  •  Holiday  Inn  Express, 
Monterrey.  Mexico  011-52-8-389-6000  •  Park  Place  Ramada  Plaza,  Nova  Scotia,  Canada  902-468-8888  •  Prince  George  Hotel,  Nova  Scotia.  Canada  902-425-1986 
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four  Hotel  Lets  You  Do  Business.1 


For  the  very  latest  list,  go  to  www.cais.com/hotel  or  call  888-252-CAIS. 
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Earnings  &  Dividends 

EARNINGS  PER  SHARE                                   DIVIDENDS  PER  SHARE              DIVIDEND  REINVESTMENT  PLAN 

Company 

latest                 level  of      2000Evs      5-year 
12                 agreement      1999      projected 

months  2000E     2000E      %  change      growth 

annual 
rate        yield       payout1 

additional  purchase 
amount        frequency 
available   min        max 

Suiza  Foods 
Summit  Bancorp 

$3.13       $3.80       very  high            21%           14% 
2.54        3.06          high               20               9 

none            NA            NA 
$1.32           5.8%          43% 

yes        $10      $25,000    quarterly 

Sun  Microsystems 
Sunoco 

0.77        0.91          high               42              21 
1.07        2.53           low              136               8 

none           NA            NA 
1.00           3.6            40 

yes          50      250,000     annually 

SunTrust  Banks 
Supervalu 

3.50        4.41       very  high            26              12 
1.79        2.09        average             18              11 

1.48           3.1            34 
0.54           3.7            26 

yes          10       60,000     annually 
yes          10         3,000    quarterly 

Sycamore  Networks 
Symantec 

-1.69      -0.01        very  low           D-D              51 
2.69        2.53        average             18              18 

none           NA            NA 
none           NA            NA 

Symbol  Technologies 
Synopsys 

0.82        1.02          high               24              21 
2.25        2.55        average             16              22 

0.02           0.0              2 
none            NA            NA 

Synovus  Fin! 
Sysco 

0.80        0.91          high               14              14 
1.19         1.26       very  high             17              13 

0.36           2.4             40 
0.48           1.7            38 

yes          50      250,000     annually 
yes        100       10,000     monthly 

Tandy 
Target 

1.43        1.75          high               22              18 
2.54        2.90          high               14              15 

0.22           0.6            13 
0.40           0.7            14 

yes        250      150.000     annually 
yes          10         1,000     monthly 

TCF  Financial 

TO  Waterhsuse  Group 

2.00        2.23          high               12              13 
0.37        0.51           low                82              22 

0.75           4.0             34 
none            NA            NA 

yes          25         5,000    quarterly 

Tecb  Data 
TECO  Energy 

2.34        2.76        average             18              21 
1.42         1.81        average              27                5 

none            NA            NA 
1.30           7.3            72 

yes          25      100.000     annually 

Tele  t  Data  Systems 
Teligent 

3.67        2.88        average           -22              25 
-995     -11.68        average            D-D              70 

0.50           0.5            17 
none            NA             NA 

yes          10         5,000    quarterly 

Tellabs 
Temple-Inland 

1.36        1.66        average             22              29 
1.78         507        average            185                8 

none            NA            NA 
1.28           2.8            25 

yes          25         1.000    quarterly 

Tenet  Healthcare 
Tenneco  Automotive 

0.79        200          high               13              14 
-1.87         174           low               D-P                0 

none           NA            NA 
0.20           2.7            11 

Teradyne                                      1.07        2.27        average           112              23 
Terayon  Communication                -3.11        0.23        average            DP              55 

none            NA            NA 
none            NA            NA 

Torex 

Tesoro  Petroleum 

6.75         3.35        average            -50              14                 none            NA            NA 
062        1.13           low               82              18                none           NA            NA 

Texaco 

Texas  Instruments 

2.14         3.44           low                61               10 
1.68         2.37        average              41               24 

1.80            3.7             52 
0.17            0.1              7 

yes          50      120,000     annually 

Texas  Utilities 
Textron 

3.53        3.39          high               -4               7 
14.75         4.65       very  high           -68              14 

2.40           9.0             71 
1.30           2.5            28 

yes          25      100,000     annually 
yes          25      120,000     annually 

Thermo  Electron 
3Com 

-1.13         1.01           low               DP              16 
1.36        1.49        average             18              20 

none            NA             NA 
none            NA             NA 

Tibco  Software 
Tiffany 

-019       -0.01        very  low           0-D              50 
1.95        2.30          high               IB              18 

none            NA            NA 
0.24           0.4             10 

Time  Warner 

Times  Mirror 

1.43        0.61           low              -57              13 
3.38        3.73        average             10              13 

018            0.2             30 
0.88            1.8             24 

yes           25        10.000     quarterly 
yes        100       10.000    quarterly 

TJX  Cos 

TMP  Worldwide 

1.64         1.92        very  high             17               17 
-0.17        0.82          high                 0              39 

0.14           0.9               7 
none            NA            NA 

Terchmark                                      1.93         2.83           high                47               12                 0.36            19             13 
Tosco                                           2.83        249           low              -12              12                0.28           1.0            11 

yes         100          3.000     monthly 

Toys  "R-  Us 

Trim  World  Airlines 

1.14        143           low               25              10 
-5  57       -2  54        very  low            D-D                0 

none            NA            NA 
none            NA            NA 

Transatlantic  Holding                     5  37        5  60        average               4              10 
TransMontaigne                        I    -1.59       -063           NM               D-D              NM 

0.50           0.7              9 
none            NA            NA 

Tribune                                        5.62        1.76          high             -69              13 
Global  Rest                                       3  07        average           -22              14 

0.40           1.1             23 
none            NA            NA 

yes          20         5,000     monthly 

P  Deficit  to  profit  P-D  Profit  to  deficit.  NA:  Not  available.  NM:  Not  meaningful.  Indicated  dividend  divided  by  estimated  2000  earnings  per  share. 
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The  Montgomery  Funds 


Invest  wisely.* 

Invest  globally. 


OUR 


TOP         FUNDS 


FOR 


19    9    9 


19  9  9 

Total  Return 

5-Year  Average 
Annual  Total  Return 

Average  Annual  Total 
Return  Since  Inception 

Montgomery  Global 
Long-Short 

135.07% 

N/A 

89.89% 

Inception  12/31/97 

Montgomery  Global 
Opportunities 

57.53% 

26.76% 

22.43% 

Inception  9/30/93 

Montgomery  Global 
Communications 

104.02% 

35.83% 

29.18% 

Inception  6/1/93 

Montgomery  Select  50 

(pending  change  to  Global  20) 

45.29% 

N/A 

28.10% 

Inception  10/2/95 

Montgomery  Emerging 
Markets  Focus 

22.38% 

N/A 

32.75% 

Inception  10/2/95 

All  figures  are  for  the  period  ended  12/31/99. 


Call  today  for  a 

FREE 

SmartMoney 
Retirement 
Guide 


Past  performance  is  no  guarantee  of  future  results.  For  more-complete  information,  includ- 
ing fees,  charges  and  expenses,  call  for  a  prospectus  and  read  it  carefully  before  you  invest.  Return  and 
principal  value  of  an  investment  will  fluctuate,  so  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  Performance  figures  reflect  a  partial  waiver  of  fees,  without  which  the  total  return  would 
have  been  lower.  Returns  are  presented  net  of  dividend  withholding  taxes.  There  are  risks  associated  with 
investing  in  funds  of  this  type  that  invest  in  securities  of  foreign  countries,  such  as  erratic  market  condi- 
tions, economic  and  political  instability,  and  fluctuations  in  currency  exchange  rates.  These  funds  invest  in 
telecommunications  stocks,  which  can  be  more  volatile  than  companies  in  other  sectors.  0100-4027 

FUNDS  DISTRIBUTOR,  INC.  (03/00) 


Call  800.572.FUND  [3863] 

or  visit  us  at  www.montgomeryfunds.com 
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Earnings  &  Dividends 

EARNINGS  PER  SHARE 

DIVIDENDS  PER  SHARE 

DIVIDEND  REINVESTMENT  PLAN 

Company 

latest 

12 

months 

level  of 
agreement 
2000E     2000E 

200UEvs 

1999 
%  change 

5-year 

projected 

growth 

annual 
rate 

yield 

payout1 

additional  purchase 
amount       frequency 
available   min        max 

Trinity  industries 

$4.24 

$3.65        average 

-13% 

10% 

$0.72 

3.6% 

20% 

Trustmark 

1.36 

1.50       very  high 

10 

10 

0.50 

3.2 

33 

TBW                                               3.80 

5.35        average 

41 

10 

1.32 

2.5 

25 

yes        $10       $1,000    quarterly 

TV  Guide 

0.02 

0.22           low 

NM 

18 

none 

NA 

NA 

Tyson  Foods 

1.01 

1.33        average 

33 

12 

016 

1.7 

12 

yes          50           none     monthly 

US  West                                       2.16 

3.40        average 

57 

7 

2.14 

3.0 

63 

yes        100      100,000     annually 

UAL                                                9.97 

7.99        average 

-20 

10 

none 

NA 

NA 

Ultramar  Diamond 

2.00 

2.42           low 

21 

13 

1.10 

4.5 

45 

yes        none       25,000     annually 

UMB  Financial 

2.94 

3.08        average 

5 

14 

0.80 

2.4 

26 

yes          50         3,000    quarterly 

Unicom                                        2.74 

3.21        average 

17 

6 

1.60 

4.3 

50 

yes          25       60,000     annually 

Union  Carbide 

2.27 

2.33           low 

3 

11 

0.90 

1.9 

39 

yes          25         1,000     monthly 

Union  Pacific 

3.22        3.93        average 

22 

11 

0.80 

2.3 

20 

yes          10       60,000     annually 

Union  Pacific  Res 

0.89 

0.60        very  low 

-33 

10 

0.20 

1.8 

33 

Union  Planters 

2.85 

3.05        average 

7 

8 

2.00 

7.8 

66 

yes        100         2,000    quarterly 

UnionBanCal 

2.64 

3.50        average 

33 

11 

1.00 

3.4 

29 

yes          25         3,000    quarterly 

Unisys 

1.63 

1.82        average 

12 

19 

none 

NA 

NA 

United  Auto  Group                          1.01 

1.19        average 

18 

18 

none 

NA 

NA 

United  Bankshares 

1.61 

1.75       very  high 

9 

8 

0.84 

4.8 

48 

yes          25       10,000    quarterly 

United  Parcel  Service 

0.77 

2.31          high 

200 

14 

0.68 

1.3 

29 

US  Bancorp 

2.06 

2.30       very  high 

12 

12 

0.86 

4.8 

37 

yes          25         5,000     monthly 

US  Industries 

1.51 

1.65           low 

9 

13 

020 

1.8 

12 

US  Trust 

3.72 

4.21          high 

13 

18 

0.88 

0.5 

21 

yes          30         1,000     monthly 

United  Stationers                           2 .37 

2.78          high 

17 

16 

none 

NA 

NA 

United  Technologies                       3.01 

3.46          high 

15 

14 

0.80 

1.6 

23 

yes        100      120.000     annually 

UnitedGlobalCom 

NA 

NA            NA 

NA 

NM 

none 

NA 

NA 

UnitedHealth  Group                        3  20 

3.78       very  high 

18 

16                0.03 

0.1 

1 

UnitriR 

2.74 

2.09        average 

-24 

0 

1.50 

4.5 

72 

yes          50      100,000     annually 

Universal 

3.57 

3.60        average 

-5 

13 

1.24 

8.6 

34 

yes          10         1.000     monthly 

Univision  Commun                         0.71 

0.95        average 

34 

29                 none 

NA 

NA 

Unocal 

0.56 

1.65           low 

195 

10                 0.80 

2.9 

48 

yes          50       10.000     monthly 

UnumProvident 

-0.77 

2.70        average 

D-P 

12 

0.59 

4.8 

22 

yes        100       60,000     annually 

US  Airways  Group 

2.64 

2.44        very  low 

-8 

10 

none 

NA 

NA 

US  Foodservice                              1.01 

1.10           high 

21 

18 

none 

NA 

NA 

USA  Networks 

-0.08 

-0.50        very  low 

D-D 

18 

none 

NA 

NA 

USG 

8.39 

8.27        average 

-1 

8 

0.60 

1.9 

7 

yes        100      120,000     annually 

USinternetworking 

-1.30 

-1.73        average 

D-D 

58 

none 

NA 

NA 

UST  Inc 

2.68 

2.95       very  high 

10 

9 

1.76 

10.2 

60 

yes          10       10,000     monthly 

USX-Marathon 

2.11 

2.29           low 

9 

16 

0.84 

3.4 

37 

yes           50          5,000     monthly 

USX  US  Steel 

0.48 

2.94           low 

NM 

8 

1.00 

4.6 

34 

yes          50         5.000     monthly 

UtiliCorp  United 

1.75 

1.91        average 

9 

7 

1.20 

7.3 

63 

yes          50       10,000     monthly 

UTStarcom 

-2  13 

NA            NA 

NA 

NA 

none 

NA 

NA 

Valero  Energy                                  0.25 

2.08           low 

NM 

12                0.32 

1.1 

15 

Valley  Natl  Bancorp 

1.73 

189        average 

9 

10                1.04 

4.8 

55 

yes          50         5.000     monthly 

Venator  Group 

0.29 

068        average 

134 

15 

none 

NA 

NA 

Ventro                                          -317 

-3.20          high 

D-D 

63 

none 

NA 

NA 

VeriSign                                       0  03 

023           low 

NM 

55                 none 

NA 

NA 

Verrres  Software                          -159 

0.49        average 

O-P 

49 

none 

NA 

NA 

-0.86 

-088           low 

D-D 

50 

none 

NA 

NA 

profit.  P  D  Profit  to  deficit.  NA:  Not  available.  NM:  Not  meaningful.  Indicated  dividend  divided  by  e 

itimated  2000  earnings  per  share. 
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Company 

EARNINGS  PER  SHARE 

NDS  PER  SHARE 

DIVIDE 

Dl  VI DEI  ID 

latest 
12 

months 

2000E 

level  of      2000E  vs 
agreement      1999 
2000E      %  change 

5-year 

projected 

growth 

annual 
rate 

yield 

payout1 

available 

additional  purchase 
amount        frequency 
min       max 

VF 

$2.99 

$3.07 

average               3% 

10% 

$0.88 

3.8% 

29% 

yes 

$10       $3,000    quarterly 

Viacom 

0.51 

0.76 

low               49 

28 

none 

NA 

NA 

Viad 

3.66 

1.66 

average           -55 

17 

0.36 

1.7 

22 

Vignette 

-0.28 

0.00 

very  low            D-Z 

62 

none 

NA 

NA 

Vishay  Intertech 

0.97 

2.32 

average           139 

15 

none 

NA 

NA 

Vitesse  Semiconductor 

0.26 

0.66 

average           214 

45 

none 

NA 

NA 

Vitria  Technology 

-0.21 

-0.08 

low               D-D 

53 

none 

NA 

NA 

VoiceStream  Wireless 

-4.75 

-4.46 

very  low           D-D 

29 

none 

NA 

NA 

Vulcan  Materials 

2.35 

2.90 

average             23 

13 

0.84 

2.2 

29 

yes 

10       60,000     annually 

Wachovia 

4.90 

5.49 

very  high            12 

11 

2.16 

4.0 

39 

yes 

20       15.000     monthly 

Wal-Mart  Stores 

1.25 

1.45 

high               16 

15 

0.24 

0.5 

17 

yes 

50      150,000     annually 

Walgreen 

0.65 

0.73 

high               18 

16 

0.14 

0.6 

19 

yes 

50       60,000     annually 

Warner-Lambert 

1.96 

2.45 

very  high            25 

18 

0.96 

1.0 

39 

yes 

50           none      weekly 

Washington  Federal 

2.06 

2.08 

high                 1 

9 

0.96 

6.4 

46 

Washington  Mutual 

3.16 

3.52 

average             11 

13 

1.08 

5.0 

31 

yes 

50        10,000    quarterly 

Washington  Pest 

22.30 

24.13 

low                 8 

10 

5.40 

1.1 

22 

Waste  Management 

-0.33 

1.42 

low              -26 

12 

none 

NA 

NA 

Waters 

1.84 

2.19 

average             19 

18 

none 

NA 

NA 

Watson  Pharmaceuticals 

1.83 

2.02 

high               10 

none 

NA 

NA 

Weatberford  Inti 

-0.20 

0.70 

low              D-P 

19 

none 

NA 

NA 

WebMethods 

-3.57 

-0.71 

average            D-D 

62 

none 

NA 

NA 

Webster  Financial 

2.10 

2.64 

high               26 

10 

0.56 

2.8 

21 

yes 

100       10,000    quarterly 

WellPoint  Hearth 

4.38 

5.06 

very  high            16 

15 

none 

NA 

NA 

Wells  Farge 

2.23 

2.57 

high               15 

13 

0.88 

2.7 

34 

yes 

25        10,000     monthly 

Wendy's  International 

1.32 

1.47 

high               11 

15 

0.24 

1.5 

16 

yes 

20        20,000     annually 

Wesco  International 

0.75 

1.01 

low                35 

24 

none 

NA 

NA 

Western  Resources 

0.02 

1.94 

low                 7 

3 

none 

NA 

NA 

yes 

50       10.000     monthly 

Westvace 

1.36 

2.30 

average           107 

7 

0.88 

3.0 

38 

yes 

25         5,000    quarterly 

Weyerhaeuser 

2.98 

4.40 

average             48 

12 

1.60 

2.9 

36 

yes 

100       25,000    quarterly 

Whirlpool 

4.56 

6.18 

average             36 

11                1.36 

2.7 

22 

yes 

100      250,000     annually 

Whitney  Holding 

2.70 

2.90 

high                  7 

8 

1.44 

4.5 

50 

yes 

50         5,000    quarterly 

Whittman-Hart 

0.47 

0.74 

average             57 

38 

none 

NA 

NA 

Willamette  Inds 

2.33 

3.65 

low                57 

12 

0.84 

2.4 

23 

Williams  Cos 

0.36 

0.64 

very  low             78 

15 

0.60 

1.2 

94 

Wilmington  Trust 

3.21 

3.99 

high               24 

10 

1.68 

3.9 

42 

yes 

10         5,000    quarterly 

Winn-Dixie  Stores 

0.80 

0.74 

low              -40 

9 

1.02 

6.5 

138 

yes 

10       10,000     monthly 

WinStar  Communications 

-9.15 

-8.95 

low              D-D 

31 

none 

NA 

NA 

Wireless  Facilities 

0.27 

0.45 

low               67 

20 

none 

NA 

NA 

Wisconsin  Energy 

1.79 

2.07 

average            16 

4 

1.56 

9.1 

75 

yes 

50       50,000    quarterly 

WmWrigteyJr 

2.66 

2.93 

very  high            10 

11 

1.40 

2.3 

48 

yes 

50         5,000     monthly 

Xerox 

1.96 

1.93 

average             -2 

14 

0.80 

3.3 

41 

yes 

10         5,000     monthly 

Xilinx 

0.65 

0.99 

average             34 

27 

none 

NA 

NA 

Yahoo 

0.10 

0.39 

average           290 

56 

none 

NA 

NA 

Ms* 

2.02 

2.49 

average             23 

9 

none 

NA 

NA 

York  International 

1.93 

3.53 

average             83 

11 

0.60 

3.0 

17                 yes 

100       10,000     monthly 

Young  &  Rubicam 

2.02 

1.69 

very  high          -16 

19 

0.10 

0.2 

6 

Zions  Bancorp 

2.26 

3.15 

average             39 

15 

1.16 

3.1 

37 

yes 

10         5.000    quarterly 

D-D:  Deficit  to  deficit.  D-P:  Deficit 

to  profit.  P-D:  Profit  to  deficit.  D-Z:  Deficit  to  zerc 

.  NA:  Not  available.  NM:  Not 

meaningfu 

.  'Indicated  dividend  divided  by  estimated  2000  EPS. 

J. 
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ENERGY  SUPPLY  ABUNDANT 


nergy.  It  has  taken  the  personal  energy  of  workers  and  leaders,  politi- 
cians and  visionaries  to  convert  Northwest  Ohio's  natural  attributes 
—  a  centralized  location,  Great  Lakes  access  and  highly  educated 
and  productive  people  —  into  a  premier  economic  development  area. 


Cooperation  between  area  develop- 
ment leaders,  such  as  the  Regional 
Growth  Partnership  (RGP),  and 
industrial  energy  sources,  especially 
Columbia  Gas  of  Ohio,  has  "primed 
the  pump"  for  development. 


utility.  Columbia's  significant  infrastruc- 
ture and  multiple  pipeline  connections 
ensure  the  company's  ability  to  provide 
reliable  service  and  numerous  supply 
options  to  its  growing  Northwest  Ohio 
industrial  customer  base. 


Abundant  Energy  Formidable  Team 

Energy  is  abundant  in  Northwest  Ohio.  However,   it   takes  more  than  energy 

The  area's  natural  gas  is  supplied  by  availability. 

Columbia  Gas,  Ohio's  largest  natural  gas  Working  as  partners,  the  RGP,  in  con- 


junction with  NORED  (Northwest 
Ohio  Regional  Economic  Development), 
Toledo-Lucas  County  Port  Authority 
and  Columbia  Gas,  are  a  formidable 
economic  development  team. 

Together,  the  partners  tell  the  story 
about  Northwest  Ohio's  economic 
resurgence  and  its  abundance  of  land, 
water  and  workforce. 

For  example,  Columbia  Gas  and  the 
RGP  offer  a  myriad  of  resources, 
including  helpful  Web  sites  and  access 
to  a  database  that  represents  more  than 
750  available  sites  and  buildings. 
Existing  customers  and  site-selec- 
tion professionals  can  review  featured 


Bob  Taft 

Governor 
State  of  Ohio 


..  tlr„ 

Ohio  Department  of  Development 
1-800-345-OHIO 


"Lower  electricity  costs,  enhanced 
competitiveness  and  new  jobs  through 
economic  expansion  In  Northwest 
Ohio  will  result  from  Ohio's  deregula- 
tion of  utilities." 
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NORTHWEST 
OHIO  i 


Where  Business  and  Opportunity 
Come  Together 


sites,  including  many  in  Northwest 
Ohio,  at  the  Columbia  Gas  Web  site, 
www.columbiagasohio.com.  The  RGP 
has  a  wide-ranging  database  to  provide 
site  and  building  recommendations  with- 
in the  10-county  Northwest  Ohio  area. 

Resources  You  Need 

No  matter  who  develops  the  contact, 
the  staffs  of  Columbia  Gas  and  the 
RGP  work  as  a  team.  Columbia  Gas, 
for  example,  offers: 

•  The  largest  Customer  CHOICE®  pro- 
gram in  the  U.S.,  which  allows  com- 
mercial and  residential  customers  to 
choose  from  a  field  of  many  suppliers, 
with  Columbia  Gas  meeting  trans- 
portation and  distribution  needs 

•  Gas  supply  options  such  as  competi- 
tive gas  transportation  rates  and  ser- 
vices, banking,  pooling  and  inter- 
ruptible  or  firm  backup  service 

•  Multiple  technical  services,  including 
energy  audits,  gas-fired  equipment 
and  equipment  conversions  and 
analyses,  feasibility  studies  and  cost 
comparisons. 

Clients  can  obtain  basic  information 
from  the  RGP  by  visiting  its  Web  site, 
www.rgp.org,  as  well  as  obtain: 

•  Comprehensive  facility  and  site  search- 
es, economic  location  data  and  busi- 
ness climate  assessment 

•  Project  financing  assistance,  includ- 


ing tax  exemptions,  tax  credits,  grant 
writing,  etc. 

•  Project   development   planning   and 
expediting 

•  International  trade  development 

•  Organizational  strategic  planning 

•  Marketing,  public  relations  and  pub- 
lic affairs  planning  and  advocacy. 
Columbia   Gas    and    the    Regional 

Growth  Partnership  are  a  winning 
combination.  Together,  they  are  lead- 
ing the  way  for  businesses  and  indus- 
tries that  want  to  expand  or  locate  in 
the  robust  economic  climate  that  is 
Northwest  Ohio.  ■ 


ife 


"Columbia  Gas  of  Ohio  is  uniquely  positioned  to  meet  the 
current  and  future  energy  needs  of  existing  and  prospective 
customers  —  we've  got  the  resources  and  the  products  to  sup- 
port the  area's  continued  growth."       CblumHia  Gas 
Robert  C.  Skaggs  Jr.  of  O^IO 

President  and  C  EO  A  Otumb-o  Energy  Group  Cmpony 

Columbia  Gas  of  Ohio  1-877-OH-SITES 

"Working  together,  the  RGP  and  Columbia  Gas  provide 
Northwest  Ohio  with  a  one-two  economic  development  punch 
that  is  hard  to  beat." 


SV 


Donald  E.  Jakeway 

President  and  CEO 
Regional  Growth  Partnership 


REGIONAL  GROWH  PARTNERSHIP 

Building  a  Hifk-Pajbrmance  Economy 

1-800-815-6744 
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The  mother  of  all 
boosters:  Andy  Beal 
has  built  the  largest 
engine  in  the  U.S. 
since  the  Apollo 
space  program. 


A  Dallas  banker  thinks  he  has  a  shot  at  buildii , 
a  successful  satellite-launching  company. 


BY  OOUG  DONOVAN 


IN  THE  MIDDLE  OF  A  WINDSWEPT 
Texas  prairie  on  a  recent  morning, 
Andrew  Beal's  dream — and  his 
money — is  about  to  go  up  in 
flames.  And  he  couldn't  be  happier. 
This  is  his  chance  to  prove  he  hasn't 
completely  lost  his  mind  by  spending 
more  than  $200  million  of  his  own 
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money  to  deliver  satellites  into  orbit. 
Standing  a  few  fields  over  from 

azing  cows,  at  an  old  naval  testing 
facility,  Beal  waits  anxiously  with 

me  500  people — friends,  family, 
employees  and  space  industry  offi- 
cials— to  watch  the  testing  of  a  huge 
and  innovative  rocket  engine.  At  igni- 
tion a  powerful  blast  of  smoke  shoots 
out  parallel  to  the  prairie,  along  with 
an  ear-rending  boom.  The  plume 
turns  to  fire  and  the  stationary  engine 


roars  for  22  seconds,  scorching  300  feet 
of  earth  and  kicking  up  a  large,  ocher 
cloud.  When  it's  over,  burnt  grass  rains 
down  on  the  cheering  crowd.  "Now, 
that  was  a  success,"  says  Beal,  47. 

Nearly  so.  It's  just  the  second  stage 
of  a  three-stage  engine  that  will  eventu- 
ally power  Beal's  rockets.  There  are 
miles  to  go  before  an  expected  count- 
down at  Cape  Canaveral  in  2002.  As 
Beal  says,  "A  rocket  launch  is  nothing 
more  than  10,000  miracles  all  happen- 
ing in  sequence."  The  same  might  be 
said  of  his  audacious  attempt  to  get  his 
Frisco,  Tex.-based  Beal  Aerospace  off 
the  ground.  "It's  a  big  roll  of 
the  dice,"  he  admits.  Thanks 
to  changes  in  design,  he  says, 
"We're  already  over  bud- 
get"— though  he  declines  to 
say  how  much.  By  his  own  es- 
timates, completing  the 
rocket  will  cost  between  $350 
million  and  $500  million,  funded 
entirely  with  his  private  fortune.  He 
doesn't  expect  to  see  a  penny  of  profit 
until  2004,  when  (barring  accidents)  he 
could  pull  in  revenues  of  $600  million 
from  such  customers  as  Hughes  Space 
&  Communications,  Loral  Space  & 
Communications  and  DirecTV. 

Not  to  worry  about  his  cash  flow; 
Beal  claims  to  be  worth  some  $600  mil- 
lion. That  stash  got  its  start  in  1976 
with  an  apartment  complex  bought  at 
auction  in  Waco,  Tex.  while  Beal  was  on 
his  way  to  attend  Baylor  University. 
Dropping  out  of  school,  he  continued 
to  pick  up  distressed  residential  proper- 
ties in  Dallas,  then  started  buying  de- 
faulted bank  loans,  paying  as  little  as  40 
cents  on  the  dollar,  during  the  height  of 
the  savings  and  loan  crisis.  Out  of  this 
came  Beal  Bank,  which  grew  rapidly 
into  Dallas'  largest  privately  held  lend- 
ing institution  (assets:  $1.3  billion; 
book  value:  $212  million).  Beal  owns 
99%  of  the  equity. 

His  knowledge  of  the  space  indus- 
try, all  self-taught,  was  a  very  different 
sort  of  challenge.  Reading  everything 
on  the  subject  he  could  find  and  visit- 
ing industry  insiders,  Beal  still  had  to 


prove  he  wasn't  just  some  rich  guy  with 
an  expensive  hobby — which  is  why  so 
much  was  hanging  on  the  recent  rocket 
engine  test.  "This  is  a  very  serious  mile- 
stone because  this  is  the  largest  engine 
developed  by  anyone  in  the  United 
States  since  the  Apollo  space  program," 
says  Robert  Bruce,  chief  of  new  busi- 
ness for  propulsion  tests  at  NASA's  Sten- 
nis  Space  Center  in  Bay  St.  Louis,  Miss. 
"Beal  is  a  serious  frondine  competitor." 
And  the  market  is  wide  open  for 
competition.  Last  year  76  commercial 
launches  generated  $2.2  billion  in  rev- 
enues. By  the  time  Beal  expects  to  be  op- 


COMPLETING  THE  ROCKET 
WILL  COST  UP  TO  $500 

MILLION  OF  HIS  FORTUN 


erational,  that  figure  will  have  easily 
jumped  to  $3  billion.  To  be  in  the  run- 
ning, he'll  have  to  go  cheap.  NASA  spends 
at  least  $10,000  for  every  pound  of  pay- 
load  on  the  Space  Shuttle,  while  big  play- 
ers like  Boeing  and  Europe's  Arianespace 
charge  about  half  that.  Beal  won't  say 
what  he  intends  to  charge  until  the  rocket 
is  completed.  Many  new  entrants  claim 
the  job  can  be  done  for  $1,000  to  $2,000 
(FORBES,  July  5,  1999). 

Beal  set  out  in  1996  to  build  smaller, 
reusable  rockets  able  to  deliver  satellites  to 
low-earth  orbits — 200  to  500  miles  above 
the  planet.  At  first,  it  didn't  seem  to  make 
sense  to  consider  larger  rockets  that  take 
the  heaviest  payloads  into  geostationary 
orbits  at  22,000  miles.  But  Beal  and  his 
engineers — an  impressive  group  of  200 
from  companies  like  Orbital  Sciences, 
Boeing  and  Lockheed  Martin — became 
convinced  that  there  was  more  money  to 
be  made  delivering  bigger  payloads.  So 
he  switched  his  attention  to  a  lightweight, 
carbon  fiber,  mosdy  expendable  rocket 
that  could  send  37,400  pounds  (the 
weight  often  Chrysler  sedans)  into  low- 
earth  orbit  and  13,200  pounds  into  geo- 
stationary orbit. 

The  BA-2  rocket,  which  is  supposed 
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Two  hundred 

million  dollars  up  in 

flames:  Igniting  the 

Stage  2  engine 

burned  up  66,000 

pounds  of  fuel. 


to  cost  only  $80  million  to  $  1 00  million 
to  make,  has  three  stages.  The  first  two 
deliver  the  payload  to  a  total  of  78.5 
miles  before  running  out  of  fuel  (see 
chart),  detaching  from  the  third  stage 
and  falling  into  the  ocean,  where  Beal 
says  they'll  be  recovered  for  possible 
reuse.  The  third-stage  engine  takes  the 
payload  into  orbit  and  is  not  recovered 
once  it  falls  back  to  Earth. 

NASA  tends  to  fuel  its  rockets  with 
tanks  of  liquid  hydrogen  and  liquid  oxy- 
gen. These  ingredients  deliver  very  high 
oomph  per  pound,  but  they  are  costly 
and  difficult  to  work  with,  for  a  space- 
man working  an  a  tight  budget,  a  differ- 


It  ain't  Rocket  Science 

The  Beal  Conjecture,  a  variation  on  Fermat's  last 
theorem,  goes  like  this:  If 

a  +  b  =  c 


where  a,  b,  c,  x,  y  and  ■  are  positive  integers  and 
and    are  all  greater  than  2,  then  a,  b  and  c 

must  have  a  common  factor. 

Beal  is  offering  a  $75,000  prize  for  whoever 

proves  or  disproves  this  proposition.  Give  it  a  try. 


ent  propellant  makes  sense:  hydrogen 
peroxide.  This  is  a  concentrated  version 
of  the  antiseptic  on  your  bathroom  shelf; 
in  the  presence  of  a  catalyst,  it  decom- 
poses with  the  release  of  much  energy. 
Its  use  as  a  fuel  dates  to  World  War  II. 

"It's  amazing  what  Beal  Aerospace 
has  been  able  to  do,"  says  Edward  Elle- 
good,  director  of  policy  and  program 
development  at  the  Spaceport  Florida 
Authority.  "It  has  a  really  good  chance 
at  turning  the  industry  on  its  ear." 

Beal  is  trying  to  pull  off  another 
anatomical  feat:  coming  up  with  a  "sim- 
pler" proof  of  Fermat's  last  theorem. 
The  17th-century  French  mathemati- 
cian's hypothesis  went  un- 
proven  until  a  Princeton  Uni- 
versity professor  took  a  whack 
at  it  three  years  ago.  Beal  hasn't 
produced  a  proof,  but  he  has 
come  up  with  his  own  oddball 
conjecture  (see  box).  He's  of- 
fering a  $75,000  prize,  to  be 
given  out  by  the  American 
Mathematical  Society,  to  any- 
one who  can  prove  it.  This 
could  be  tougher  than  launch- 
ing a  profitable  rocket  firm.  F 


Mission  to  Profits 

Stages  2  and  3  of  the  236- 
foot-long  BA-2  rocket  have     A 
passed  muster.  Stage  I  will 
be  tested  later  this  year. 


THE  RAM  HAH  cover  protects 
satellite  from  the  atmosphere. 


STAGE  3  ENGINE,  25  feet 

high,  can  restart  to  position 
satellite  correctly  into  orbits 
200  to  22.000  miles  above 
Earth.  Top  speed:  22, 500mph. 
Deployment  time:  ten  minutes. 


STAGE  2  ENGINE  takes  over 
at  29  miles  above  Earth  and 
carries  the  rocket  to  78.5  miles 
before  disengaging.  Top  speed: 
13,512mph.  Deployment  time: 
three  minutes. 


■  ! M;.  blasts  off 
with  the  force  of  4.1  million 
pounds  of  thrust.  It  reaches  29 
miles  above  the  Earth  before 
fuel  burnout,  disengaging  and 
falling  into  the  sea.  Top  speed: 
5.883mph.  Deployment  time: 
two  minutes. 
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HOW  DO  YOU  FEEL  ABOUT 


YOUR  FINANCIAL  PLANS  t 


A. 
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E  FEEL  PRETTY  GOOD  ABOUT  OURS 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high-quality 
personal  retirement  annuities,*  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  company  Morningstar  says  "sets 
the  standard  in  the  financial  services  industry"?**  Of  course,  past 
performance  is  not  a  guarantee  of  future  results.  For  more  information 
about  TIAA-CREF's  products  and  services,  including  charges  and  expenses, 
or  mutual  fund  and  personal  annuity  prospectuses,  call  800  226-0147. 
Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 
those  who  shape  it. " 


RETIREMENT 


INSURANCE 


MUTUAL    FUND5 


TRUST   SERVICES 


Availability  subject  to  state  approval  "*  Source.  Morningstar,  October  31.  1999.  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  distributes  CREF 
srtificates  and  interests  in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services.  Inc  distributes  the  variable  component  of  the  personal  annu- 
les.  TIAA-CREF  Mutual  Funds,  and  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities.  TIAA-CREF  Trust 
ompany.  FSB  provides  Trust  Services  ©  2000  TIAA-CREF  Investment  products  are  not  FOIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 


TUITION    FINANCING 
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www.tiaa-cref.org 
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Is  your  company  between  a  state  of  flux  and  a  state  of  shock? 


'ing  a  little  growth  spurt?  If  you're  not  careful,  your  business  could  easily  outgrow 
outmoded,  inflexible,  communications  system.  Unless  of  course,  you  outsource  your 
:e  communications  with  us.  We'll  make  sure  it  evolves  with  your  business.  Without 
litional  capital  investment.  That  way,  you  can  afford  that  quadruple  overtime  your 
litect  keeps  grousing  about.  Call  1-877-500-LINE,  or  visit  www.accessline.com. 
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"communications™ 
Call  us  at  the  first  sign  of  success. 


ENTREPRENEURS 


THE  CIA  FOR 
EVERYMAN 

What's  the  per  capita  income  of  Croatia? 
The  corporate  tax  rate  in  Congo?  Find  out 
fast  at  CountryWatch.com. 


BY  DANIEL  FISHER 

AS  A  TOP  EXECUTIVE  AT  ENRON 
Corp.  in  the  mid-1990s,  Robert 
Kelly  had  access  to  some  of  the 
most  sophisticated  economic  and  politi- 
cal data  to  help  him  plan  international 


the  test  after  he  left  the 
giant  energy  concern  in 
1997  for  medical  reasons. 
Digging  into  his  own 
pockets  for  some  $2 
million,  Kelly  started 
CountryWatch.com,  a 
small  Houston  firm  that 
provides  economic,  politi- 
cal and  historical  informa- 
tion on  191  nations,  from 
Andorra  to  Zimbabwe.  The  plan  was  to 
make  the  Web  site,  launched  last  April, 
the  dominant  provider  of  such  informa- 
tion over  the  Internet  through  deals  with 
portals  including  AltaVista  and  America 
Online.  He'll  have  to  push  aside  tradi- 


stowed  on  Douglas  MacArthur  and  John 
Pershing  before  him;  he  holds  a  Ph.D.  in 
economics  from  MIT  and  is  an  Enron 
alum.  Kelly,  53,  earned  a  Ph.D.  in  eco- 
nomics from  Harvard  after  a  brief  stint 
with  the  Army  doing  secret  operations 
during  the  Vietnam  war.  Later  he  rose  to 
the  top  executive  ranks  at  Enron,  where 
he  still  does  some  consulting  work  for 
Chairman  Kenneth  Lay.  Cape,  40,  has  an 
M.B.A  from  Stanford  University  and  has 
used  those  connections  to  win  business 
on  the  West  Coast. 

In  February,  for  example,  Country- 
Watch.com  became  the  main  provider  of 
worldwide  financial  and  cultural  infor- 
mation for  Palo  Alto-based  AltaVista. 


energy  projects.  What's  the  gross  national 
product  of  Azerbaijan?  The  outlook  for 
the  prime  minister  of  Oman?  To  find  out, 
Kelly  ordered  a  briefing  book  from  some 
high-toned  outfit  like  the  Economist  In- 
telligence Unit,  an  offshoot  of  The  Econ- 
omist magazine.  "I  used  to  grumble  be- 
cause 1  had  to  par  $400  to  $500  for  a 
country,"  Kell\  says.  "I  knew  I  could  do  it 
belter  and  cheaper." 

That  boast  he  decided  to  put  to 


tional  vendors  such  as  The  Economist  and 
the  Encyclopedia  Britannica  with  a  com- 
bination of  lower  prices  and  more  cur- 
rent information. 

It's  a  tall  order,  but  if  resumes  count 
for  anything,  Kelly  and  his  chief  lieu- 
tenants, Robert  Baldwin  and  John  M. 
Cape,  have  a  shot.  All  three  men  gradu- 
ated from  West  Point  near  the  top  of  their 
classes.  Baldwin,  52,  was  first  captain  of 
the  class  of  1969,  the  same  honor  be- 


Page- views  have  since  leaped  past  200,000 
a  month  from  fewer  than  10,000  in  No- 
vember. Kelly  won't  divulge  the  details  of 
his  contract  with  AltaVista,  but  doesn't 
quarrel  with  industry  estimates  that  a 
provider  of  specialized  information  can 
earn  as  much  as  a  nickel  per  page-view 
by  sharing  ad  revenue  with  the  portal. 
The  key  word  is  "specialized,"  because 
Net  ad  rates  are  plunging  elsewhere. 
Advertisers  will  pay  more  when  they 
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ON  A  CLEAR  DAY,  YOU  CAN  SEE 


THE  FUTURE  OF  YOUR  BUSINESS. 


Consulting  Services 

Financial  Planning 

Performance  Management 

Technology  Services 

International  Services 

Information  Integrity 

Assurance  Services 


CPA 


You  don't  need  a  crystal  ball  to  see  the  future  of  your  business.  You  just 
need  a  CPA.  With  their  insight,  knowledge  and  foresight,  CPAs  can  help 
you  achieve  top  performance  in  a  rapidly  changing  business  environment. 
They  see  the  openings  others  overlook.  They  see  the  ones  to  avoid. 
So  you  can  clearly  see  what's  ahead  for  your  business. 


The  CPA.  Never  underestimate  the  value.™ 
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w  more  about  the  audience,  says 
Js.  Keane,  an  analyst  with  Jupiter 
Communications.  Odds  are,  when  a  user 
clicks  on  CountryWatch.com  to  investi- 
gate Oman,  there's  an  airline  ticket  and  a 
hotel  reservation  in  it  for  somebody. 

Kelly  figures  he  needs  2  million  page- 
views  a  month  to  cover  op- 
erating expenses  of 
$100,000  a  month.  But  this 
is  no  cash-burning  Internet 
machine.  Kelly  has  kept  ex- 
penses low,  hiring  a  few 
Ph.D.s  from  nearby  Rice 
University  to  write  up-to- 
date  reports  on  each  country  (they're  re- 
vised at  least  every  six  months)  and  pip- 
ing in  news  from  wire  services  including 
United  Press  International  and  China's 
Xinhua  News  Agency.  Much  of  the  re- 
maining data  comes  from  government 
sources,  including  the  CIA's  voluminous 
World  Fact  Book. 

CountryWatch.com  has  managed  to 
attract  several  hundred  subscribers  at  $49 


a  year,  a  fraction  of  the  $42,800  E.I.U.  list 
price  for  full  access  to  reports  or  the 
$45,000  charged  by  even  tonier  Oxford 
Analytica.  Customers  include  the  U.S. 
State  Department,  Enron  and  Coca-Cola 
International.  Last  year  the  company  lost 
$900,000  on  revenue  of  $150,000. 


THE  REAL  MONEY  IS  IN  BUILDING  UP 
THE  SITE  AS  A  PORTAL  WITH 
ADVERTISING  AND  AN  ON 


The  real  money  is  in  building  up  the 
site  as  a  portal  in  its  own  right,  with  ad- 
vertising, discussion  groups  and  even  an 
online  bazaar  with  products  and  music 
distinctive  to  each  country.  Kelly  has  also 
signed  deals  with  school  districts,  total- 
ing 3.5  million  students,  taking  advan- 
tage of  technology  that  allows  him  to 
shoot  ads  tailored  for  each  audience — 
scotch  and  airline  tickets  for  the  execu- 


tives, teen  fashions  for  kids. 

Will  CountryWatch.com  join  Yahoo 
and  Excite  in  the  world  of  multibillion- 
dollar  portals?  Probably  not.  There  are 
even  cheaper  competitors  out  there.  The 
E-Confiict  World  Encyclopedia,  a  one- 
man  Web  site  run  by  David  Driggs  in 
Brush  Prairie,  Wash.,  pro- 
vides much  of  the  same  in- 
formation as  Country- 
Watch  and  charges 
nothing.  E-Conflict  already 
is  running  at  more  than 
300,000  hits  a  month, 
thanks  to  clever  e-mail 
marketing  to  school  librarians. 

Kelly's  edge  may  be  experience.  As 
head  of  European  operations,  he  helped 
Enron  grow  from  a  regional  pipeline  to 
one  of  the  world's  largest  energy  trading 
firms.  As  an  entrepreneur,  he  won't  let 
anyone  walk  over  him.  "I  don't  think  [the 
portals]  did  us  any  favors"  during  nego- 
tiations, he  says.  "But  they  didn't  beat  us 
over  the  head,  either."  F 


ON  A  WING 
AND  A 
PRAYER 

A  new  Internet  service 
makes  private  chartered 
planes  available  to  the 
public.  Great  idea— if  you 
don't  mind  rounding  up  other 
passengers  and  giving  up 
privacy  and  security. 

BYCHANAR.SCHOENBERGER 

LIK1  \HW|  oi- US,  C.BEVERLY  LANCE 
is  intimatel]  familiar  with  airplane 
hell:  It's  the  middle  seat  in  the  back 
row  of  a  jam-packed  commercial  car- 
rier that  sits  on  the  tarmac  for  an  hour. 
(  oach-class  rage  made  Lance,  38, 
start  thinking  about  a  better  way  to 
fly.  He  couldn't  justify  buying  his  own 
Lear  jet.  And  he  didn't  fly  enough  to 


No  level  playing  field  here:  Beverly  Lance  has 
irst  aggregator  site  for  cbartering-seats. 
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TravelWorlc  is  your  connection 

to  an  innovative  marketplace 

providing  travel-oriented  content, 

services  and  technologies  to  advance 

your  business  in  the  online  world. 

This  conference  will  be  unique  in  its 

focus  on  issues  critical  to  business 

survival  during  an  era  of  change 

where  traditional  travel-related 

companies  are  rethinking  the  way 

they  do  business. 
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pay  for  a  Vie  time-share  sliver  in  a 
Citation  V  Ultra— about  $400,000, 
plus  monthly  and  hourly  fees — 
through  Executive  Jet.  But  what  about 
a  charter  he  could  share  with  several 
other  executives? 

So  he  opened  Flightserv.com  for 
business  in  mid-March.  The  publicly 
held  Atlanta-based  Internet  company 
peddles  seats  on  private  charters  to  ac- 
countants, consultants,  lawyers  and 
the  like.  In  other  words,  business  trav- 
elers who  like  upscale  travel — and 
can  get  away  with  billing 
clients  for  it. 

It  works  like  this:  A  busi- 
nessman who  needs  to  be  in 
Atlanta  by  morning,  say, 
checks  the  Flightserv.com 
Web  site  to  see  if  there  are 
any  flights  chartered  from 
New  York.  If  so,  he  can  buy  a  seat  on 
the  plane,  which  he'll  share  with  sev- 
eral other  passengers.  If  not,  he  can 
ask  Flightserv.com  to  schedule  a 
flight.  If  it  can  round  up  several  more 
passengers — it  only  needs  three  peo- 
ple per  flight  to  break  even — the  busi- 
nessman is  alerted  by  e-mail. 

One-way  plane  fare:  $974.  Typi- 
cally, the  ticket  costs  up  to  18%  more 
than  a  full-fare,  refundable  business- 
class  ticket  on  a  commercial  airline. 
Flightserv.com  charters  the  flight,  pays 
for  the  tickets  and  charges  customers 
a  premium. 

Flightserv.com  became  a  public 
corporation  after  a  January  1999  re- 
verse merger,  in  which  Lance  bought 
1 7%  of  Proactive  Technologies  Inc.,  a 
struggling  Tallahassee,  Fla. -based  real 
estate  firm  trading  on  the  American 
Stock  Exchange.  (It  was  then  trading 
at  well  under  $1  a  share.)  Lance 
dumped  the  real  estate  business  and 
raised  $60  million  in  a  private  place- 
ment for  the  airline  business.  New 
York-based  Acqua  Wellington  Asset 
Management  kicked  in  $10  million 
for  a  4.6%  stake.  Flightserv.com's 
market  capitalization,  at  a  recent  stock 
price  of  $6,  hovers  around  $200 
mil!ii  n. 

Turns  out  a  coach  seat  wasn't  the 
only  tight  spot  in  which  Lance  has 


found  himself.  In  the  mid-1990s  he 
was  a  principal  of  Debenture  Guar- 
anty, an  Atlanta-based  insurance  com- 
pany that  collapsed  after  an  invest- 
ment scam  was  exposed.  Palm  Beach 
stock  promoter  Robert  Colgin  Wilson 
was  running  a  Ponzi  scheme:  promis- 
ing extraordinarily  high  returns  by 
trading  Treasury  securities,  but  si- 
phoning off  funds  into  private  off- 
shore accounts.  Investors  were  re- 
portedly bilked  out  of  at  least  $9 
million.  Wilson  went  to  federal  prison 


vestors  are  winging  it.  For  the  six 
months  ended  Dec.  31  the  company 
lost  $28  million  on  revenues  of  just 
$253,000.  By  the  time  he  started  the 
service  Lance  had  signed  on  only  two 
charter  companies — that's  nine 
planes.  His  grandiose  goal  is  to  offer 
500  flights  a  day  on  300  planes  by 
year-end.  Given  that  charter  compa- 
nies are  already  working  with  gross 
profit  margins  as  low  as  10% — with- 
out an  intermediary — it's  going  to  be 
tough  for  Lance  to  keep  his  fares  af- 


WHILE  THEY'RE  MORE  COMFY  THAN  COMMERCIAL 
CARRIERS,  CHARTER  PLANES  LACK  THE  LUXURY, 
PRIVACY  AND  SECURITY  OF  PRIVATE  CORPORATE  JETS. 


after  pleading  guilty  to  wire  fraud, 
conspiracy  and  tax  evasion.  In  1996 
plaintiffs  dropped  a  civil  suit  against 
Lance  and  other  company  executives 
whom  the  plaintiffs  agreed  had  been 
duped.  (Lance's  father,  Thomas 
Bertram  Lance,  the  former  White 
House  budget  chief  who  resigned  in 
1977  amid  accusations  of  financial 
improprieties,  was  also  involved  in 
Debenture  Guaranty;  like  his  son,  he 
was  cleared.)  After  the  firm's  collapse, 
the  younger  Lance  dabbled  in  real  es- 
tate development  before  starting 
Flightserv.com. 

As  with  any  dot.com,  early  in- 


By  the  Numbers 

Flightserv.com  offers  a  new  alternative 
to  owning  or  chartering  a  plane— or 
flying  on  a  commercial  carrier. 


charter 


1999  revenue  from 


flights. 


EJPWffTTr'Wi 

Hours  logged  on 

charter  flights  last  year. 


planes  in 

0 


Number  of  corporate 
the  U.S.  as  of  1999. 


Number  of  companies 
owning  corporate  aircraft  last  year. 

Sources  National  Air  Transport  Association: 
National  Business  Aircraft  Association. 


fordable,  even  to  the  expense  account 
crowd.  "The  question  is,  can  you  make 
it  worth  it  for  the  charter  operator  to 
have  someone  there  keying  in  all  the 
information?"  asks  James  C.  Chris- 
tiansen, chief  operating  officer  of 
Switzerland's  TAG  Aviation,  a  large 
charter  company. 

When  it  comes  to  wooing  passen- 
gers the  system  may  work  best  for 
companies  looking  to  send  three  or 
more  executives  to  a  destination.  For 
individual  travelers,  setting  up  a 
flight — if  they  can  get  one  without 
finding  flying  partners — may  be 
more  trouble  than  it's  worth.  Not 
only  does  it  cost  more  than  a  com- 
mercial ticket,  but  also  each  leg  of  a 
traveler's  trip  must  be  arranged  sepa- 
rately. That  means  you  might  find 
and  fill  a  small  charter  to  Tuscaloosa, 
Ala.  But  you  may  not  be  able  to  get 
back  on  one.  And  while  they're  more 
comfy  than  commercial  carriers, 
charter  planes  lack  the  luxury,  pri- 
vacy— and  security — of  a  private  cor- 
porate jet. 

Still,  it  has  believers.  "I  would  fly 
it,  absolutely,"  says  Michael  Devlin, 
managing  partner  of  DC  Investments 
in  Nashville.  He'd  better  be  gung  ho: 
He  assembled  Flightserv.com's  private 
placement  and  put  up  $1  million  of 
his  firm's  money. 
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ENTREPRENEURS 


IT'S  ALL  JUST  TALK 

Independent  syndication  companies  are  crying  to  be  heard  in 
a  world  of  huge  radio  conglomerates.  Is  anyone  listening? 


BY  DOUG  DONOVAN 

WANT  TO  SYNDICATE  A  TALK 
show?  Good  luck.  There  are 
only  20  independent  syndica- 
tors  seriously  vying  with  giants  like 
Westwood  One,  run  by  Infinity  Broad- 
casting; and  Premiere  Radio,  a  unit  of 
Clear    Channel    Communications. 


They've  made  it  harder  than  ever  to 
build  an  audience  among  the  11,000 
U.S.  stations,  since  they're  leading  the 
consolidation  charge.  Today,  two- 
thirds  of  the  240  million  people  who 
listen  to  radio  every  week  are  tuned  to 
stations  owned  either  by  Clear  Chan- 
nel (874)  or  Infinity  (200),  thanks  to 


the  1992  law  that  repealed  a  20-station 
limit  on  radio  licenses.  The  exceptional 
little  guy  can  still  win,  but  usually  ends 
up  in  somebody  else's  pocket:  EFM 
Media,  Rush  Limbaugh's  syndicator, 
sold  for  $80  million  in  1997  to  Jacor 
Communications,  which  in  turn  was 
acquired  by  Clear  Channel.  "All  this 
makes  it  extremely  difficult  for  inde- 
pendent syndicators  to  break  into  big- 
ger markets,"  says  Michael  Harrison, 
editor  of  Talkers  magazine.  "You  have 
to  be  pretty  damn  good."  Two  compa- 
nies that  think  they  are: 


OWNERS  John  Dame,  47,  and  Mike  Gallagher,  39. 
PROGRAM  The  Mike  Gallagher  Show. 
AUDIENCE  1.75  million. 

HISTORY  Gallagher  was  the  top  guy  (and  afternoon-drive  deejay) 
in  Albany,  N.Y.  at  a  station  owned  by  Dame  Media,  a  network  of  21 
stations  owned  by  John  Dame's  father.  Gallagher  left  in  1996  for 
what  was  his  dream  job— morning-drive  time  for  WABC  in  New 
York.  But  after  Dame  Media  sold  to  Clear  Channel  in  1998  for  $85 
million,  John  Dame  started  his  own  company  to  syndicate  Gallagher 
nationally.  Dame's  father  and  others  invested  $4  million.  The  show 
launched  in  January  1999. 

1999  REVENUES  $650,000;  $1.5  million  hoped  for  in  2000. 
STATIONS  Started  with  15;  now  130,  with  15  hours  a  week  of 
original  programming. 

STRATEGY  Gallagher  goes  after  the  mainstream  AM  talk 
audience  dominated  by  Limbaugh  and  Dr.  Laura.  Avoids  politics  and 
advice  overkill;  his  three-hour  show  dilates  on  personal  issues  like 
road  rage,  gas  price  hikes— or  the  time  he  busted  his  son  with 
a  porno  magazine.  Uses  "barter-style"  deals:  Stations  get  three 
hours  of  the  syndicators  programming  for  free;  in  exchange, 
Dame-Gallagher  gets  on-air  time  and  builds  audience— the  chief 
lures  for  national  and  regional  advertisers.  Gallagher  has  the  best  of 
both  worlds:  a  small  equity  stake  in  Dame-Gallagher  and  a  salary 
he  declines  to  specify. 
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OWNER  Glenn  Fisher,  31. 

PROGRAMS  Ed  Tyll  Show,  Rick  Emerson  Show,  John  and 

Jeff  Show. 

AUDIENCE  3  million. 

HISTORY  Inspired  by  Howard  Stern,  Fisher  got  a  job  with  the 

shock  jock's  New  York  station  as  a  17-year-old  intern.  After  failed 

stints  as  a  disc  jockey  following  college,  he  started  working  for 

syndication  outfits  in  1994.  A  year  later  he  started  his  own  company 

with  $5,000  of  his  money.  Obtained  the  syndication  rights  for  his 

first  talk  extravaganza,  an  afternoon  program  called  the  John  and 

Ken  Show,  which  grew  to  110  stations  by  1998.  Lost  the  show  when 

the  hosts  opted  out  of  the  contract. 

1999  REVENUES  $2  million;  hopes  to  approach  $3  million 

this  year. 

STATIONS  Started  with  5;  now  100,  with  55  hours  a  week  of 

original  programming. 

STRATEGY  Fisher  wants  to  part  with  tradition,  arguing  that  FM 

talk  shows  like  Stern's,  which  air  mostly  in  the  mornings,  represent 

a  format  that  could  run  throughout  the  day.  He,  too,  uses  bartering 

to  get  audiences  and  revenues.  Also  offers  Wireless  Flash  News 

service,  a  daily  briefing  of  tabloid  "news"  items,  to  stations  in 

exchange  for  one  minute  of  airtime  to  sell  national  ads.  Fisher  owns 

100%  of  all  his  shows  and  pays  the  talent  salaries.  Admits  he's  eager 

to  be  bought  out  by  one  of  the  larger  syndication  companies.       F 
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RAGS  TO  DIGITS 

In  New  York's  famed  garment  district,  laptops 
chasing  out  the  sewing  machines.  Is  this  good 
bad?  Depends  on  what  you  do  for  a  living. 


are 
or 


BY  SILVIA  SANSONI 

STANDING  ON  THE  CORNER  OF 
Seventh  Avenue  and  37th  Street, 
at  the  heart  of  New  York's  gar- 
ment center,  you  might  not  think  much 
has  changed  since  the  1920s,  when 
most  American-made  garments  were 
cut  and  sewn  here.  Day  laborers  still 
push  carts  filled  with  bolts  of  fabric. 
Trucks  unload  racks  of  partially  made 
garments.  Wholesalers  peddle  trim, 
buttons  and  zippers  in  bulk.  But  inside 
the  industrial  buildings  built  ages  ago 
for  apparel  manufacturing,  most  of  the 
action  is  taking  place  behind  comput- 
ers, not  sewing  machines. 

Over  the  past  two  years  more  than 
100  dot.coms  have  moved  into  the  area 
between  35th  and  41st  streets,  and  Fifth 
and  Ninth  avenues,  lured  by  office 
space  that  is  (at  least  by  Manhattan 
standards)  cheap  and  abundant.  Bid- 
ding up  the  rents  for  factory  lofts, 
techies  are  pushing  out  garmentmakers 
that  have  been  in  the  district  for 
decades  but  are  steadily  losing  business 
to  overseas  operations. 

At  248  West  35th  Street,  five  Internet 
firms — Resume.com,  Netcentives,  Image 
Architects,  Sciencentral.com  and 
ObjectiveHealth.com — have  signed 
leases  in  an  industrial  building  previously 
occupied  by  sweatshops  and  rodents. 
Today,  the  mice  are  attached  to  PCs.  On 
the  12th  floor,  computer  programmers 
earning  $250  an  hour  write  code  for 
Resume.com  in  the  same  spot  where,  just 
months  ago,  Asian  immigrants  sewed 
skirt  hems  for  five  bucks  an  hour. 

Austrian-born  econ- 
omist Joseph  Schumpeter 
called  it  "creative  de- 
struction," the  constant 
churning  force  of  capital 
ism.  But  even  he  would 
be  shocked  by  the  rate  of 


change.  Real  estate  owners 
are  suddenly  rewiring  build- 
ings for  high-speed  Internet 
access,  renovating  freight  el- 
evators for  passenger  use  and 
restoring  delicate  plaster 
moldings  in  the  lobbies  to 
their  art  deco  splendor.  Sushi 
restaurants,  health  clubs  and 
designer  coffee  shops  are  re- 
placing low-end  delis  and 
dress  wholesalers. 

Not  everyone  is  celebrat- 
ing. The  300  garment  con- 
tractors in  the  area,  mostly 
Chinese-  and  Hispanic- 
owned  businesses,  can't  af- 
ford the  rent  hike  that  has 
accompanied  the  neighbor- 
hood's geekification.  Over 
the  past  two  years  rents  have 
tripled  from  $1 1  per  square 
foot  annually  to  more  than 
$30.  At  498  Seventh  Avenue, 
Data  Broadcasting  Corp.,  a 
provider  of  real-time  market 
information  over  the  Web, 
has  moved  into  a  building  that  houses 
fashion  showrooms  and  sample-making 
operations.  The  firm  is  paying  $31  a  foot. 
That's  a  bargain  compared  with  the  $40 
tenants  pay  in  the  Flatiron  district  and 
SoHo — Silicon  Alley's  ground  zero — but 
it's  more  than  twice  what  garmentmak- 
ers shell  out. 

A  1987  zoning  ordinance  was  de- 
signed to  keep  the  industry  in  Manhattan 
by  setting  aside  50%  of  leasable  space  for 
manufacturing.  But  few  pay  attention  to 


THIS  IS  NOT  WILLIAMSBURG, 
VA.,  WHERE  WE  MAINTAIN  OLD 
FUNCTIONS  FOR  TOURISM" 


the  regulation.  Rent  pressure  is  already 
forcing  manufacturers  to  relocate  to 
cheaper  industrial  areas  in  Brooklyn, 
Queens  and  across  the  Hudson  River  in 
New  Jersey.  But  moving  out  of  the  dis- 
trict means  garmentmakers  will  lose  the 
convenience  of  being  just  a  few  blocks 
away  from  suppliers,  fabric  cutters,  sew- 
ers and  patternmakers.  By  forming  a 
cluster,  apparel-related  businesses  operate 
like  a  giant  factory,  churning  out  gar- 
ments faster  and  more  efficiently  than  if 
they  were  dispersed  throughout  the  city. 
And  fashion  designers  can  keep  an  eye 
on  quality  by  walking  across  the  street. 

"Soon  enough  the  very  things  that 
make  us  a  viable  high-end  fashion  busi- 
ness in  New  York  City  may  disappear  be- 
cause our  infrastructure  is  moving  out," 


^^J^^^jy^^^pri^^^^ 


politan  area  last  year  generated  $17  bil- 
lion in  revenues.  They're  also  having  a 
significant  impact  on  the  local  economy: 
Of  the  $6  billion  raised  in  venture  cap- 
ital and  by  initial  public  offerings  since 
1997,  about  half  was  spent  locally  on 
such  services  as  telecommunications, 
advertising,  personnel  and  equipment, 
according  to  PricewaterhouseCoopers. 
And  those  higher  rents  translate  into  an 
additional  $5  million  a  year  in  property 
taxes  for  city  coffers,  according  to  the 
Real  Estate  Board  of  New  York,  a  land- 
lords' association.  If  the  stock  offerings 
slow,  the  city  is  going  to  hurt. 

A  handful  of  garment  businesses  are 
adapting  to  the  Schumpeterian  changes. 
Dress-tag-  and  labelmaker  RVL  has  com- 
puterized every  aspect  of  its  business. 


From  working  shmata— to 
working  smarter:  Seamstresses 
in  the  early  1900s;  employees  of 
Data  Broadcasting,  which  sells 
financial  info  to  Web  sites. 


protests  B.  Brand  (Bud)  Konheim,  chief 
executive  of  Seventh  Avenue  dressmaker 
Nicole  Miller  Ltd.,  which  has  its  little 
black  dresses  made  in  the  neighborhood. 
But  economic  change  has  always 
been  a  part  of  this  city,  ever  since  the 
first  Dutch  merchant  set  clogged  foot 
on  the  island  350  years  ago.  "The 
essence  of  New  York's  economy  is  that 
we  allow  the  market  to  determine  land 
use,"  says  Mitchell  Moss,  director  of  the 
New  York  University  Taub  Urban  Re- 
search Center.  "This  is  not  Williams- 
burg, Va.,  where  we're  maintaining  old 
functions  as  a  tourist  attraction." 


Needleworkers  aren't  on  display  in 
museums  yet.  But  the  local  garment  in- 
dustry has  been  diminishing  since  the 
1960s,  when  American  retailers  first 
started  producing  private-label  gar- 
ments in  low- wage  countries.  Citywide, 
garment  industry  jobs  have  plummeted 
25%,  to  85,700,  since  1991  and  are 
down  76%  since  1951.  By  contrast,  jobs 
in  technology  startups  have  increased 
136%,  to  250,000,  since  1997,  and  pay- 
roll has  surged  55%  to  $8.3  billion. 

New  York's  garment  trade  produces 
$4.5  billion  worth  of  goods  every  year. 
The  8,500  Internet  firms  in  the  metro- 


With  a  click  of  the  mouse  it  can  zap  the 
image  of  a  label — and  the  specs  on  how 
to  make  it— over  the  Internet  to  facto- 
ries in  Asia  and  Europe,  where  it's  woven 
by  computer-operated  textile  machines. 
In  the  "old"  days,  the  company  had  to 
ship  samples  of  its  labels  by  mail,  a 
process  that  took  two  months;  today  it 
can  deliver  its  samples  in  two  weeks.  Next 
step:  selling  labels  over  the  Web.  "Tech- 
nology has  been  the  key  to  moving  for- 
ward," says  Robert  Loop,  RVL's  market- 
ing director.  Indisputably  true,  although 
many  a  small  garment  firm  probably 
doesn't  see  it  that  way.  F 
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E-COMMERCE 


Insta-Firms:  Just 


How  to  start  a  company  on  not  much  more  than  an  idea. 


BY  ELIZABETH  CORCORAN 

JUST  WHEN  YOU  THOUGHT 
you  had  embraced  the  chaos 
of  business  on  the  Internet, 
where  the  market  merrily  val- 
ues loss-ridden  companies 
above  the  billion-dollar  mark,  get  ready 
for  the  next  new  thing:  the 
insta-firm. 

Convinced  that  getting  to  the  mar- 
ket fast  means  the  difference  between 
going  bust  or  making  a  fortune,  many 
startups  are  relying  on  others  to  do 
much,  if  not  most,  of  their  work  for 
them.  Can't  build  a  marketing  staff 
quickly  enough?  Outsource  it.  Short  of 
engineering  talent  to  design  a  product, 
prototype  it  and  mass-produce  it?  Out- 
source it.  Anything  you  want  to  do  on 
the  Web?  Outsource  it. 

Absurd  as  it  sounds,  some  Net  en- 
trepreneurs can  even  imagine  a  day 
when  a  "company"  might  be  little 
more  than  one  person  with  a  great 
idea  and  a  big  bank  account.  "Can  you 
create  a  business  with  no  people?  The 
ultimate  virtual  organization?  It's  hap- 
pening, to  a  certain  extent,"  says  C. 
Cordon  Bell,  an  industry  grayhead 
now  at  Microsoft  "And  it  doesn't 
matter   if  the   product   is   physical 
or  not." 

'You  could  do  it,"  says  N.  Rao 
Machiraju,  chief  executive  of  Concept- 
Labs,  a  Sunnyvale,  Calit.  firm  that  han- 
dles prototype  design  for  companies. 


"The  only  glitch  would  be  the  venture 
capitalists,"  he  says.  "VCs  aren't  ready 
for  it  yet,  but  they  will  have  to  be!  They 
don't  have  a  choice.  Young  guys  get 
frustrated  by  how  long  it  takes." 

Companies  have  always  paid 
someone  else  to  do  a  few  tasks  they 
lack  the  time,  ability  or  staff  to  do: 
public  relations,  legal,  running  the  in- 
house  computer  system.  In  the  1990s 
electronics  makers  in  the  U.S.  out- 
sourced entire  production  lines  to 
contractors  in  India,  Mexico  and 
elsewhere. 

But  in  Silicon  Valley,  where  reality 
outstrips  exaggeration,  tiny  firms  are 
getting  others  to  do 
the  things  that 
once     no 


self-respecting  company  would  have 
left  to  someone  else.  Zindigo  Inc.  is  a 
"marketing  angel"  that  will  step  in  and 
run  a  startup's  entire  marketing  strat- 
egy in  exchange  for  an  initial  3%  to 
10%  stake — and  in  the  Valley,  market- 
ing is  everything. 

"Right  now,  it  takes  about  12 
months  to  find  a  vice  president  of 
marketing,"  and  finding  engineers — 
any  engineers — can  be  just  as  hard, 
says  Sheridan  Forbes,  Zindigo's 
founder  (no  relation  to  the  owners  of 
this  magazine).  "We  can  be  the  vice 
president  of  marketing,  a  virtual  chief 
executive  or  the  vice  president  for 
business  development." 

So  just  how  much  of  a 
company  can   vou   rent 
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tod  Dollars 


from  elsewhere?  Say  you  have  an  idea 
for  a  new  Web  site  that  gives  better 
driving  directions  and  can  recall  your 
previous  trips.  (Your  future  revenues,  of 
course,  will  come  from  advertising  and 
sponsorship.  Perhaps  you  can  even  sell 
out  to  AOL  one  day.)  Sure,  other  sites  al- 
ready do  it,  but  face  it:  These  are  direc- 
tions written  for  guys. 
("Go  north- 


east 0.1  miles.  Turn  right.")  Your  Web 
site  gives  more  intuitive  guidance. 
("Keep  going  until  you  see  the  gas  sta- 
tion next  to  a  beauty  parlor.  If  you  see  a 
pet  store,  you've  gone  too  far.") 

First  step:  You  need  a  business  plan. 

Take  your  idea  to  an  "incubator,"  such 

as  Idealab,  Inter- 


net Capital  Group  or  Ecompanies,  to 
name  a  few.  There,  you  trade  a  chunk 
of  your  fledgling  firm  for  help  in  creat- 
ing a  strategic  blueprint  and  raising 
money  from  "angel"  investors  and  ven- 
ture firms. 

Now  for  some  software  building 
blocks.  Fork  over,  say,  2%  to  16%  more 
stock  and  a  board  seat,  and  an  "angel 
engineer"  such  as  ConceptLabs,  started 
by  six  renegades  from  Apple  Computer, 
will  do  it  for  you.  The  firm  helped  Mag- 
ically Inc.  devise  Web-based  informa- 
tion management  tools. 

To  scale  up  software  into  a  real 
product  and  build  the  front  end  of  a 
Web  site,  ConceptLabs  passes  the 
baton.  Scient,  Viant,  Razorfish  and  oth- 
ers will  design  a  catchy  platform  for 
your  Weblet. 

Once  the  site  is  ready,  a  growing 
number  of  folks  are  eager  to  host  and 
manage  it  for  you.  Marc  Andreessen, 
who  jump-started  the  Internet  age 
at  Netscape,  now  runs 
LoudCloud,       a 
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Sn  Ynu  Want  to  Start  a  Company? 


Lots  of  other  firms  are  only  too  happy  to  assist— all  for  a  price.  Here  are  a  few  helpers  that  want  a  piece  of  your  action. 

DESIGN  YOUR  SITE-AND  YOUR  STRATEGY  RUN  YOUR  TECHNICAL  INFRASTRUCTURE 


DEVELOP  YOUR  BUSINESS  PLAN 


Company  to  Do  It 

Idealab! 

Company  to  Do  It 

Internet  Capital  Group 
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Company  to  Do  It 

Sclent 


Company  to  Do  It 

Viant 


Company  to  Do  It 

Razorfish 


Company  to  Do  It       Company  to  Do  It 

LoudCloud  SiteSmith 
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Important  Clients      Important  Clients 

Etoys,  NetZero,  Vertical  Net, 

CarsDirect.com  Deja.com,  Vivant 


Who  They  Are 

Pasadena,  Calif- 

based incubator  that 

has  started  50 

ventures. 


Who  They  Are 

Based  in  Pennsylvania, 

the  publicly  traded 

holding  company 

invests  in  business-to- 
business  startups. 


Important  Clients 

Chase  Manhattan, 
PlanetRx 

Who  They  Are 

Has  a  four-stage 

methodology  for 

building  e-commerce 

businesses. 


Important  Clients      Important  Clients 

American  Express,     Charles  Schwab  &  Co., 
Radio  Shack,  Kinko's        Christie's,  CBS 


Who  They  Are 

Works  well  with 

traditional  companies 

to  develop  Web 

strategy  and  site. 


Who  They  Are 

Consultants— 

"fishes"— focus  on  the 

"user  experience"  of  its 

clients' Web  sites. 


Important  Clients 

HomeGain.com, 
SkillsVillage.com 

Who  They  Are 

Started  by  former 
Netscape  execs,  it  will 
manage  all  technical 

aspects  of  running 
your  Web  site. 


Important  Clients 

About.com,  Ogilvy  & 

Mather,  VA  Linux 

Who  They  Are 

Started  in  1994, 

originally  hosted 

Yahoo's  site  during 

early  days. 


Sunnyvale  firm  that  wants  to  be  an  In- 
ternet utility  company.  For  a  monthly 
fee,  LoudCloud  will  store  your  data, 
guarantee  that  your  Web  site  stays  up 
and  running,  and  help  you  sleep  at 
night  by  staving  off  hackers. 

Chris  L.  Wong,  founder  and  chief 
of  Santa  Clara,  Calif. -based  SkillsVil- 
lage.com,  found  out  the  hard  way  just 
how  valuable  such  services  can  be. 
Skills  Village  opened  its  site  before  cre- 
ating a  firewall  against  intruders.  Two 
days  later  the  FBI  called.  Hackers  were 
already  using  the  SkillsVillage  site  as  a 
jumping-off  point  to  break  into  other 


Wong  needs  only  one.  The  others  work 
on  the  core  software  applications  that 
help  SkillsVillage  serve  customers — 
which,  by  the  way,  are  companies  look- 
ing for  skilled  engineers  and  contrac- 
tors to  work  on  specific  projects. 

Just  about  every  firm  outsources 
customer  service  and  tech  support. 
Send  an  e-mail  to  "tech  support"  and 
the  engineer  who  responds  may  be  in 
India.  Instead  of  having  to  employ  a 
staff  of  say,  hundreds,  Handspring, 
which  makes  the  Visor,  a  PalmPilot 
rival,  needs  only  a  few  key  people,  says 
Donna  Dubinsky,  chief  executive.  "But 


"THE  TIME  CANT  BE  TOO  FAR  AWAY  WHEN 
COMPANIES  HAVE  TO  MAKE  MONEY.  THE 
TRUTH  IS:  ALL  COMPANIES  THAT  PROVIDE 
OUTSOURCING  HAVE  TO  MAKE  MONEY.  TOO' 


systems.  Wong  wound  up  paying  con- 
sultants hefty  lees  to  get  a  firewall  in 
place  last. 

SkillsVillage  was  one  o(  the  first 
clients  of  LoudCloud  (a  comfortable 
move,  as  Andreessen  was  ,\n  early  in- 
vestor in  that  shop,  too).  Wong  says  it 
reduces  headaches  and  time,  [nste 
devoting  four  engineers  to  th<    site, 
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I  really  need  those  people!  They  need  to 
communicate  extremely  well." 

So  much  for  running  your  site  and 
serving  visitors.  What  about  managing 
your  in-house  computer  system?  Cen- 
terBeam  and  other  firms  will  do  it.  As 
for  other  housekeeping  chores — legal 
services,  p.r.,  payroll,  human  re- 
sources— all  are  available  for  hire. 


Some  lawyers,  recruiters  and  p.r.  shills 
want  equity,  whether  in  lieu  of  a  fee  or 
on  top  of  it. 

But  at  some  point,  you  still  need  to 
hire  at  least  a  few  full-time  employees. 
"You  still  need  people  to  manage  the 
outsourcers,"  Dubinsky  says. 

"The  good  news  is  that  you  can  go 
and  outsource  all  this  stuff,"  says 
Nathan  Myhrvold,  the  Microsoft  futur- 
ist who  now  is  on  a  leave  of  absence. 
"The  bad  news  is  that  anyone  else  can 
do  it,  too." 

There  is,  of  course,  an  underbelly  to 
outsourcing.  While  your  firm  is  tiny, 
leaning  on  someone  else  for  help  may 
give  you  more  expertise.  But  as  you  get 
bigger,  outsourcing  may  mean  that 
chunks  of  your  company  fall  outside 
your  control.  And  what  about  prof-j 
itability?  "The  time  can't  be  too  farr 
away  when  companies  have  to  make! 
money,"  says  Edwin  Niehaus,  who  runs: 
the  public  relations  firm  Niehaus  Ryan 
&  Wong.  "The  truth  is:  All  companies 
that  provide  outsourcing  have  to  make 
money,  too." 

But  could  you  go  it  totally  alone? 
Should  you? 

"Yeah,  I  think  you  should  really  do! 
it,"  says  Paul  Saffo,  a  director  at  the  In- 
stitute for  the  Future.  After  all,  he  adds. 
"The  hardest  thing  for  a  company  tcj 
get  in  the  Valley  is  office  space."         ' 


Secure  Your  Information 

By  Placing  It  In  Fewer  Hands. 


Dealing    with    one    company    for    all    of    your    document    needs    enhances    security. 

The  one  company  that's  ready  to  do  that  now,  is  Bowne.  As  a  diverse,  fully-integrated  global  network, 
we  handle  all  phases  of  your  document's  life-cycle.  From  printing  to  Internet  consulting  and 
development,  localization  and  translation,  business  service  outsourcing  and  database  publishing. 
All  with  complete  confidentiality. 

Employing  advanced  technologies  like  BowneLinks,M  our  encrypted,  Internet  file  distribution  system, 
Bowne  distributes  your  financial  and  legal  information  through  any  medium,  in  any  language, 
anywhere  in  the  world  -  customized  to  a  mass  market,  or  a  market  of  one  -  without 
relying  on  multiple  outside  sources,  which  can  compromise  security. 


That's  information  we  believe  every  businessperson  should  know. 


bowne 


Empowering  Your  Information." 

:INANCIAL  PRINTING  •  INTERNET  SERVICES  •  DOCUMENT  MANAGEMENT  &  OUTSOURCING  •  TRANSLATION  &  LOCALIZATION 
•  MUTUAL  FUND  SERVICES  •  DIGITAL  PRINTING    &  ELECTRONIC  DISTRIBUTION    •  LITIGATION  SUPPORT 

www.bowne.com 
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Solutions  for  Automating 

Corporate,  E- Commerce,  and 

New  Media  Portals 


There's  a  name  for  the  Web  pages,  emails,  and  documents  overwhelming  your  com; 
e-mess.  And  buried  in  the  e-mess  is  business-critical  information  -  the  currency  of  the  inform 
economy.  Fortunately,  there's  a  way  to  make  sense  of  it  all  -  automatically.  It's  called  Auton 
The  only  solution  that  personalizes,  categorizes,  links,  and  delivers  the  gold  buried  in  your  e-r 
No  more  manual  tagging.  No  more  junk-laden  keyword  searches.  Just  critical  inform; 


Manage  your  e-mess. 


r^/ered  instantly  and  automatically.  Reduce  costs,  optimize  efficiencies,  and  clean  up  your 
.ess.  Get  the  only  solution  that  automates  your  e-world  -  Autonomy,  www.autonomy.com 


r 


AUTOMATING  THE  INFORMATION  AGE  • 


nage  your  e-mess.  Call  1-877-243-9955  to  get  a  free  demo  CD  and 
irmation  on  a  seminar  in  your  area. 


-A) 

Autonomy' 
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Higher  power?  A  hot  optics 
startup  has  a  daring  solution  to  a 
big  telecom  problem. 

BY  QUENTIN  HARDY 

BE  NEAT,"  READS  A  SIGN  ON  THE 
lab  door  at  Cyras  Systems,  an  op- 
tical switching  startup  that  blends 
computci  and  telephone  gear.  "Put 
tools  away.  Make  $$$$$."  Engineers  like 
clear  instructions. 

Investors  in  the  superhot  optics  sec- 
tor read  the  writing  on  the  wall.  Even 
without  its  last  chips  on  the  table,  Cyras 
has  just  raised  $20  million  in  a  financ- 
ing that  values  the  company  at  $570 
million.  Chief  Executive  Steven  Pearse 
grandly  predicts  that  Cyras  could  be 
worth  20  times  that  by  the  summer 
debut  of  its  first  product,  a  box  no  big- 


ger than  a  TV  set  doing  the  work  of  a 
half-dozen  large  routers  and  phone 
switches. 

"This  market  is  so  hot,"  Pearse,  42, 
says  in  studied  awe.  "We  were  valued  at 
$16  million  last  August."  If  he  hits  his 
mark,  this  engineer  will  be  worth  a 
bundle. 

The  big  bets  here  are  based  on  a 
sweeping  convergence  of  two  different 
networks.  Go  inside  the  switching  sta- 
tions of  service  providers  like  Bell  At- 
lantic, and  you'll  see  a  hybrid  of  boxes, 
some  meant  for  clear  and  reliable  voice 
traffic  and  some  for  uncertain  but  su- 
perfast  data  (lows. 

Right  now  these  two  designs  are 
clunky  and  hard  to  manage  together. 
Pearse  and  others  dream  of  unifying 
the  mess,  with  a  box  that  blends  both 


optics  and  electronics,  fusing  the 
circuit- switched  world  of  phone 
calls  and  packet-switched  world 
of  Internet  data.  That  would  cut 
costs  and  push  fiber  into  ever 
smaller,  more  local  networks.  It's 
so  hard  to  offer  flawless  reliability 
with  blistering  speed — think  10 
billion  bits  a  second — that  some 
insiders  call  it  a  "god  box." 

Cyras  claims  to  have  one.  It 
has  the  chips  and  software  to  du- 
plicate the  work  of  several  ma- 
chines. If  it  now  costs  $350,000  to 
provision  100  businesses  for 
voice  and  high-speed  data,  a 
Cyras  box  will  do  it  for  $35,000. 

Pearse,  once  the  youngest 
chief  engineer  at  Sprint,  shifted 
over  to  computer  networker  Bay 
Networks,  then  rejoined  the  tele- 
phone world  when  Bay  was 
bought  by  Nortel.  He  joined 
Cyras  in  July  after  Menlo  Part- 
ners, Cyras'  biggest  backer,  de- 
cided the  startup  needed  some- 
one who  could  sell  newfangled 
switching  gear  to  old-fashioned 
phone  companies. 

"Phone  companies  don't  buy 
your  gear  unless  you  are  born 
and  bred"  to  the  business,  says 
Pearse.  To  be  on  the  safe  side,  he 
also  put  newer  carriers  like 
Global  Crossing  and  Qwest  on  Cyras' 
advisory  board. 

One  big  problem  in  the  optical 
world  is  a  shortage  of  talent,  and  his 
pedigree  has  helped  there,  too.  In  Nor- 
tel's rush  to  own  Bay,  he  didn't  have  to 
sign  the  standard  noncompete  pact  or 
any  agreements  that  he  wouldn't  try  to 
hire  Nortel  staff.  He  left  with  a  com- 
pany phone  book.  "I  only  took  six  or 
seven"  employees,  he  says  with  a  smile. 
"I've  got  just  as  many  from  Lucent  and 
Fujitsu — why  make  Nortel  angry?" 

Pearse  will  need  every  bit  of  talent 
he  can  get.  He  is  attacking  the  heart  of  I 
the  problem,  the  metropolitan  area  net- 
work that  bridges  the  "last  mile"  be- 
tween businesses  and  long-haul  net-  J 
works.  Metro  networks  have  phone 
gear  like  digital  cross-connects,  which 
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Multi-Function  Centers  that 
work  the  way  you  do 

We  know  how  you  feel.  These  days  no  matter  how  much  you  do,  it's  never  enough.  That's  why 
our  Multi-Function  Centers  are  designed  for  maximum  performance  and  versatility — so  that  they 
can  keep  pace  with  your  hectic  work  schedule. 

Just  like  you,  our  Multi-Function  Centers  are  multi-talented;  their  skills  include  plain  paper  faxing, 
laser  or  color  printing,  copying,  scanning,  PC  faxing,  and  video  capture,  some  even  have  flatbed 
copying  or  scanning  for  books  and  magazines!  And  there  are  over  a  dozen  Multi-Function  Centers 
to  choose  from,  so  you  know  you'll  find  the  model  that  works  for  you...  no  matter  how  you  work. 

A  VARIETY  OF  MODELS  AVAILABLE  AT: 

Office  Depot,  OfficeMax,  Staples,  Comp  USA,  J&R  ComputerWorld,  MicroCenter,  Fry's  Electronics, 

Global  Computer  Supplies,  PC  Connection,  MicroWarehouse  and  CDW. 


MFC-4350 

3  IN  1  LASER 

MULTI-FUNCTION  CENTER 


Plain  Paper  Fax,  Laser  Printer,  Copier 
About  $349. 


MFC-7150 

6-IN-1  COLOR 

MULTIFUNCTION  CENTER 


Color  Printer,  Color  Copier,  Color  Scanner, 

Plain  Paper  Fax,  Color  PC  Fax,  Video  Capture 

About  5349. 
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MFC-8300  —  MFC-8600 

WN-1  *     _  UN 

12PPM  LASER 
MULTIFUNCTION 
CENTER 

Plain  Paper  Fax,  Laser  Printer,  Copier 

About  5449. 

Fax,  Printer,  Copier,  Scanner,  PC  Fax,  Video  Capture 

About  $549. 


MFG9100C 

6-IN-1 

COLOR  FLATBED 

MULTI-FUNCTION  CENTER 


Color  Printer,  Color  Scanner,  Color  Copier, 

Plan  Paper  Fax,  Color  PC  Fax,  Video  Capture 

About  5599. 


MFC-9600 

6-IN-1 

LASER  FLATBED 

MULTIFUNCTION  CENTER 


Plain  Paper  Fax,  Digital  Copier,  Laser  Printer, 

Color  Scanner,  PC  Fax,  Video  Capture 

About  5799. 


At  your  side. 


©2000  Brother  International  Corporation,  100  Somerset  Corporate  Blvd.,  Bridgewater,  NJ  08807 

For  more  information  please  call  the  Brother  Fax-Back  System  at  800-521-2846  or  visit  our  web  site  at  www.brother.com 
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manage  high-  and  low-speed  traffic, 
and  synchronous  optical  network 
(Sonet)  systems,  which  come  from 
fiber-optic  phone  networks.  They  also 
have  frame  relay  switches  and  routers, 
which  come  out  of  the  computer  in- 
dustry. Overall,  they  look  like  the  busi- 
ness customer  they  serve:  a  little  voice, 
lots  of  data  and  urgency. 

These  metronets  weren't  built  for 
speed  and  reliability;  you  can  have  one 
or  the  other.  Cut  through  a  Sonet  ring 
and  the  highly  reliable  optical  gear  just 
sends  traffic  in  the  other  direction.  But 
it  only  works  with  fat  swaths  of  light, 
more  data  flow  than  most  customers 
need.  Routers  sort  bits  fast,  but  they 
regularly  fail  and  need  backups.  To  top 
it  off,  regulations  say  rivals  must  share 
space.  That  means  even  more  boxes  in 
the  room,  more  chaos. 

"The  number  of  bits  just  keeps 
growing,"  says  Pearse.  "Wouldn't  we 
like  to  have  all  those  network  boxes  fit 
into  one  tiny  box?" 


Cyras'  god  box  combines  the  sys- 
tems' layers  into  a  single  rack  of  soft- 
ware, chips  and  optical  architecture.  It 
should  improve  the  efficiency  of  Sonet 


CYRAS  WON'T  SELL  OUT  FOR  NOW. 
"BIG  COMPANIES  ARE  BIG  BIRDS- 
THEY  TAKE  A  LONG  TIME  TO  COOK. 


and  work  with  both  voice-  and  Inter- 
net-switching technologies.  It  wasn't 
possible  to  make  a  commercial  product 
like  this  until  recendy  because  the  chips 
weren't  powerful  enough. 

Investors,  worried  that  Cyras  is  too 
ambitious,  may  still  like  its  pedigree. 
The  designers  started  at  Fiberlane,  but 
the  firm  became  defunct  when  it 
couldn't  choose  which  of  three  direc- 
tions to  pursue.  Fittingly,  Fiberlane 
split  into  three.  One  group  left  to  start 
Siara  Systems,  purchased  by  Redback 


Networks  for  $4.3  billion.  Another  cre- 
ated Cerent  Corp.,  the  switching  com- 
pany that  Cisco  paid  $6.9  billion  for  in 
August.  Cyras  is  the  third. 

Pearse  says  he 
will  score  big  sales 
to  service  providers 
before  taking  the 
company  public  by 
year-end.  Nortel 
has  spent  $9  billion 
for  three  small  op- 
tical hauling  and  switching  shops  re- 
cently. Besides  Cerent,  Cisco  paid  $2.2 
billion  for  Pirelli,  the  Italian  optical-sig- 
naling firm,  and  $500  million  for  Mon- 
terey Networks  and  its  cross-connect 
technology.  Cisco  plans  to  buy  more  op- 
tics shops.  "We  want  to  tear  up  our  own 
technologies,"  says  Carl  Russo,  head  of 
Cisco's  optics  push. 

Pearse  says  Cyras  is  not  for  sale: 
"Big  companies  are  big  birds — they 
take  a  long  time  to  cook."  But  fast  cash 
will  be  hard  to  resist.  F 


"EARNING  THE  CFAS  CHARTER  MAKES 

A  GOOD  INVESTMENT 
PROFESSIONAL  BETTER.'' 


Abby  Joseph  Cohen,  CFA 

Managing  Director  and  Chair 

of  the  Investment  Policy  Committee 

Goldman,  Sachs  &  Co 

New  York,  NY,  USA 

CFA  charterholder  since  1 980 


-  Abby  Joseph  Cohen,  CFA 


Around  the  world,  investment  professionals  and  investors  alike 
recognize  the  value  of  the  Chartered  Financial  Analyst™  (CFA*) 


CFA 


AIMR 


designation.  When  you  choose  a  CFA  charterholder  to 

manage  your  investment  portfolio,  you  are  choosing 

someone  who  has  mastered  a  rigorous  body  of  knowledge. 

Someone  whose  understanding  of  financial  markets  and 

the  risks  being  undertaken  literally  has  been  put  to  the 

test.  And  through  the  Association  for  Investment  Management 

and  Research  (AIMR),  CFA  charterholders  have  ongoing  access  to  the 

latest,  most  complete  investment  knowledge  and  professional  education. 

Whether  you  are  looking  to  invest  for  yourself  or  on  behalf  of  your 

organization,  choose  an  investment  professional  who  has  earned  the 

globally  recognized  standard  of  excellence.  Choose  a  CFA  charterholder. 

800-247-8132  •  804-951-5499  •  www.aimr.org 


SETTING  A  HIGHER  STANDARD  FOR  INVESTMENT  PROFESSIONALS  WORLDWIDE 


startups: 

PROUD 
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NEW  YORK,  April  10-11      SILICON  VALLEY,  May  16-17      AUSTIN,  June  5-6      CJcl T dLQejTtCOTtt 

we  start  up  startups 
Attention.  Join  Garage.com 's  two-day  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 
top  investors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 
LOG     ON     TO     WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY. 
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Not.coms 

For  all  the  hype,  most 
manufacturers  are  too  afraid  of 
retailers'  wrath  to  sell  on  the  Web. 


BY  NEIL  WEINBERG 

RUBBERMAID  HOME  PRODUCTS, 
the  company  that  preserves  the 
world's  leftovers  in  an  arsenal  of 
plastic  containers,  has  a  lovely  Web  site.  It 
offers  photos  of  everything  from  toilet 
brushes  to  storage  sheds  and  real-life  tales 
like  that  of  a  Maine  angler  who  fell 
through  the  ice  this  winter 
and  floated  to  safety  on  an 
Action  Packer  cooler. 

But  Rubbermaid's  site 
fails  to  do  the  thing  it 
should  do  most  of  all:  sell 
merchandise.  Parent  com- 
pany Newell  Rubbermaid 
pulled  the  plug  last  year 
rather  than  risk  offending 
retailers.  Instead,  the  site 
merely  helps  visitors  build 
a  product  "wish  list"  to  take 
to  the  nearest  store.  "We 
think  the  best  way  to  maxi- 
mize sales  is  to  make  sure 
our  customer  relationships 
are  rock-solid,"  says  a  Rub- 
bermaid spokesman. 

By  "customer"  he 
means  the  stores  and  dis- 
tributors that  stock  Rub- 
bermaid stuff — never  mind 

A  SUPPLIER  THAT  E- 


More  than  90%  of  manufac- 
turers don't  sell  online,  Gartner- 
Group  estimates.  The  main  reason: 
"channel  conflict,"  butting  heads 
with  distributors  and  retailers  over 
going  into  business  against  them. 
As  a  result  e-tailing  is  evolving  into 
a  knockoff  of  traditional  retailing, 
with  many  of  the  same  middle- 
men taking  their  cut.  You  can  buy 
Rubbermaid  on  the  Web — but  you  must 
visit  walmart.com  to  do  it. 

"You  don't  hear  of  many  manufac- 
turers bucking  the  system,"  says  Daniel 
Head,  a  Target  veteran  who  runs  sales  for 
portal  cbs.sportsline.com.  "About  the 
only  ones  doing  it  are  900-pound  goril- 
las like  Nike  or  those  under  an  ounce 


tailer  threatened  to  yank  Maytag  from  its 
stores  and  Maytag  executives  reversed 
course.  "They  got  their  heads  handed  to 
them  on  a  plate,"  says  a  rival  whose  com- 
pany also  has  forgone  Internet  sales. 

Other  suppliers  go  to  absurd  lengths 
to  maintain  the  facade  of  a  useful  Web 
site  while  placating  retailers.  Blackand- 
decker.com  sells  logoed  polo  shirts — but 
not  power  tools.  Buykawasaki.com  does 
not  sell  motorcycles  or  parts,  but  it  does 
offer  leather  jackets — and  hands  over 
60%  of  profits  to  a  nearby  dealer  for 
doing  absolutely  nothing. 

"We  think  dealer  expertise  is  critical 
in  making  sure  consumers  get  the  right 
product,"  explains  Rodger  Howe,  who 
runs  Kawasaki's  U.S.  accessories  business. 
Paternalistic  double-talk 
is  rampant  among  suppli- 
ers, which  tellingly  often 
apply  the  term  "customer" 
to  distributors  and  retailers 
rather  than  to  the  people 
who  buy  their  products. 
Often  they  have  little  choice 
but  to  succumb  to  retail 
pressure.  Online  sales  ac- 
count for  only  1%  of  retail- 
ing, and  the  chains  and  spe- 
cialty shops  that  dominate 
commerce  in  the  real  world 
are  quick  to  use  their  lever- 
age to  control  e-tailing,  too. 
Home  Depot  sent  a  let- 
ter last  year  to  its  5,000  sup- 
pliers, whose  wares  it  sells  in 
almost  1,000  stores.  It  rec- 
ognizes their  right  to  "sell 
through  whatever  distribu- 
tion channels"  they  like,  but 


D  AS  A  RIVAL.  WAL-MART  WARNS. 


the  real  customer,  the  consumer,  who 
might  like  ordering  online  just  fine.  The 
Web  was  supposed  to  usher  in  a  cozy 
world  of  direct,  intimate  relationships  be- 
tween manufacturers  and  consumers.  In- 
stead, most  supi  liers  haw  meekly  caved 

iheu  old-line  disti  utors  and  re- 
:  to  sell  online.  Ihej  indexing 

a  opportunity;  one  day  the  strategy 
may  prove  suicidal. 


without  retailers  to  compete  with." 

Even  some  giants  have  retreated. 
Maytag  launched  its  Web  site  in  late  1995 
and  tested  the  e-commerce  waters  two 
years  later  by  allowing  consumers  to  pre- 
order  its  Neptune  washer  online  for  de- 
livery by  local  dealers.  Buoyed  by  a  rush 
of  orders,  Maytag  unveiled  plans  last  fall 
to  sell  on  the  Web.  But  mom-and-pop 
store  owners  were  outraged,  a  major  re- 


adds  "we  too  have  the  right  to  be  selective 
. . .  you  can  understand  that  a  company 
may  be  hesitant  to  do  business  with  its 
competitors."  Or  as  a  Wal-Mart  spokes- 
man puts  it:  "If  a  supplier  chooses  to  be- 
come a  retailer,  they  will  become  a 
competitor." 

Strong-arming  a  supplier  to  avoid  the 
Web  is  heavy-handed  but  legal.  "The 
question  comes  down  to  how  much 
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Kendall,  U.S.  Surgical  and  over  a  dozen  other  leading  brands  make  up  the  healthcare  group  of  Tyco  International. 
From  specialized  surgical  instruments  to  syringes  to  sutures  to  bandages,  we  supply  world-renowned  medical 
centers  and  remote  clinics  alike  with  the  products  to  heal  patients  and  advance  the  quality  of  healthcare.  Across 
four  diverse  business  segments,  dozens  of  industries  and  throughout  the  global  marketplace,  Tyco  is  creating  a 
better  tomorrow.  Today.  For  more  information,  visit  us  at  www.tyco.com. 


Tyco  is  a  trademark  of  Tyco  International  Services  AG. 
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power  the  threatener  has,"  says  Seth  Lip- 
ner,  a  law  professor  at  Baruch  College  in 
New  York  City.  "Courts  have  said  they 
aren't  going  to  worry  about  diminished 
competition  in  a  single  brand  as  long  as 
there  is  competition  among  brands." 

The  question  is  why  the  makers  don't 
get  a  little  backbone.  For  some,  Web  sales 
are  an  inevitability.  Compaq  jumped  on 
the  Internet  in  late  1998  with  a  line  of 
small-business  computers  selected  to  ap- 
pease resellers,  whose  focus  is  big  corpo- 
rations. The  resellers  revolted  anyway, 
pushing  other  brands  and  taking  a  bite 
out  of  Compaq's  commercial  sales.  In  re- 
sponse, the  firm  was  slow  to  expand  on- 

Closed  for  Business 


parts  and  say,  'Help  us  get  rid  of  this 
stuff,' "  says  Donald  Pensack,  Supergo's 
purchasing  director.  Such  low-cost  sourc- 
ing  helps  Supergo  grow  40%  annually  in 
a  shrinking  market. 

Wayne  Stetina,  director  of  Shimano 
American's  bicycle  division,  is  caught  in 
the  middle.  "Even  if  there's  no  boycott,  if 
you're  unpopular  with  bike  shops  your 
parts  don't  get  on  bikes,"  he  explains. 

For  now  some  suppliers  are  taking 
the  half-pregnant  approach  and  e-tailing 
in  all  but  name.  GE  Appliances  doesn't 
sell  at  its  own  Web  site — that  would  be 
wrong — but  it  does  sell  via  xoom.com, 
which  relies  on  GE  to  stock  product,  box 


Nine  out  of  ten  manufacturers  do 
threatening  to  dump  the  products 

Company  Product 


not  sell  online  to  consumers.  Blame  retailers  for 
of  any  maker  who  dares  to  compete  with  them. 

E-tailing  policy 


GE  Appliances 


Home  appliances         Does  not  sell  online;  sells  through  retail  Web  sites 


Kawasaki 


Motorcycles  Sells  only  promotional  items  online;  directs  site  visitors  to 

and  parts  local  dealers 


Levi's 


Casual  clothing  Abandoned  direct  Web  sales;  sells  online  through 

jcpenney.com  and  macys.com 


Maytag 


Home  appliances         Abandoned  plans  to  sell  online;  sells  through  retail  Web  sites 


Movado 


Watches  Does  not  sell  online;  products  available  through  discount 

and  jewelry  Websites 


Procter  &  Gamble      Household 
goods 


Does  not  sell  company-branded  goods  online;  created 
reflect.com  brand  for  Internet  sales 


Rubbermaid 


Plastic  household 
products 


Abandoned  direct  Web  sales;  sells  through  retail  sites 


Shimano 


Bicycle 
parts 


Does  not  sell  online;  products  available  through  gray  market 
Web  sites 


Warner  Bros  Branded  studio  Does  not  allow  licensed  makers  of  its  brands  or  e-tailers 

merchandise  to  sell  online 


Sources.  Forbes  and  companies. 

line  offerings.  As  Compaq  dithered,  Dell 
zoomed  by  and  now  does  $40  million  in 
online  sales  each  day. 

Even  when  a  maker  agrees  to  avoid 
the  Web,  it  can  end  up  competing  with  its 
own  products.  Shimano  American  shuns 
cyberspace  to  sell  exclusively  to  bicycle 
makers,  which  install  its  parts  on  their 
frames,  and  to  distributors  that  supply 
bike  shops.  But  Shimano  is  online  any- 
way. A  bike  site,  supergo.com,  recently 
offered  a  Shimano  Airlines  Shifter/De- 
railleur  system  for  $999, 38%  below  list. 

Where  did  Supergo  get  the  goods? 
From  the  very  channel  partners  Shimano 
says  it  is  protecting  by  avoiding  online 
sales.  "They  e-mail  and  fax  us  lists  of 
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it  and  ship  it  to  customers. 

Unified  Marine,  a  Naples,  Fla.  maker 
of  boating  products,  goes  further,  arming 
other  Web  sites.  It  has  built  itself  into  a 
fulfillment  house  for  iboats.com  and 
alloutdoors.com.  Fearful  of  alienating  re- 
tailers by  selling  on  its  own  Web  site,  it 
instead  inventories  and  ships  its  own  and 
rivals'  gear  for  dot.com  merchants.  In  the 
business  only  a  year,  Unified  Marine  says 
Web  revenues  have  already  surpassed 
those  from  its  dealer  network. 

The  writing  is  on  the  PC  screen:  Sup- 
pliers can  wise  up  and  sell  what  con- 
sumers want  to  buy  on  the  Web — or  they 
can  be  fraidy-cats  and  watch  someone 
else  run  off  with  their  business.  F 
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Get  Listed 

Shopping  for  new  customers? 
Lyris  can  help  you  make  a  list. 


BY  JENNIFER  GODWIN 

THEY  ARE  AS  IRRITATING  AS  SPEED- 
ing  tickets:  "mailbox  quota 
exceeded,"  "maximum  MTA  hops 
exceeded,"  "message  undelivered  after 
24  hours." 

Cryptic  e-mail  error  messages  frus- 
trate users  daily  and  can  cost  businesses 
dearly.  Mailing  lists,  which  send  a  single 
message  to  thousands  or  even  millions 
of  subscribers,  can  be  a  nightmare  to 
manage  as  mail  gets  bounced  from  in- 
correct addresses.  Yet  lists  are  so  impor- 
tant for  building  revenue  and  brand  loy- 
alty that  huge  companies  are  willing  to 
pay  for  outside  assistance. 

Lyris  Technologies  of  Berkeley,  Calif, 
is  a  leader  among  the  handful  of  compa- 
nies offering  help.  Its  software  monitors 
returned  mail  and  deletes 
addresses  that  frequently 
bounce.  Identification 
tags  inserted  into  e-mail 
headers  and  footers  make 
unsubscribing  a  painless 
click-and-send  process 
for  customers.  Lyris  also 
lets  companies  manage 
their  lists  via  Web  forms 
instead  of  a  string  of  pre- 
cisely ordered  e-mail 
commands. 

"If  you  make  people 
work  at  just  keeping  in 
touch,  you're  going  to 
alienate  most  of  your  au- 
dience," says  Lyris  Chief 
Executive  John  Buckman. 
His  software  sells  for  $500 
to  $7,500  and  delivers 
some  3  billion  messages  a 
month  for  its  1,700 
clients,  including  Novell, 
Deutsche  Bank  and 
Invest  Airlines. 

Bertelsmann      AG's 
Random  House  division 


uses  Lyris  to  manage  300,000 
subscribers  on  80  lists  de- 
voted to  specific  authors  and 
genres.  Subscribers  to  the 
John  Grisham  list  get  ex- 
cerpts of  the  writer's  work. 
Before  Lyris,  messages  were 
sometimes  delivered  in  triplicate  or  even 
several  days  late — no  good  when  read- 
ers are  panting  for  the  next  part  of 
a  thriller. 

Lists  also  have  proven  value  when 
customers  want  to  talk  among  them- 
selves. Sunbelt  Software,  which  sells  Win- 
dows NT  and  Windows  2000  tools,  en- 
courages those  conversations  via  spinoffs 
of  its  W2K  News  "tips-n-tricks"  e-mail 
newsletter,  now  600,000  subscribers 
strong.  Sunbelt  started  the  newsletter  five 
years  ago  and  initially  faced  a  raft  of 
problems  hosting  it  on  its  own.  Autore- 
sponse  e-mails  declaring  that  lane  Doe 
was  on  vacation  would  generate  infinite 
e-mail  loops  between  Doe  and  the  list 
members.  Lyris  can  detect  and  kill  an  au- 
toresponder's  e-mail.  Sunbelt's  list-main- 


tenance time  is  down  from  a  day  a  week 
to  an  hour  a  week. 

Buckman,  a  30-year-old  program- 
mer, founded  Lyris  in  1996  with 
$250,000  saved  from  an  earlier  software 
enterprise.  He  still  holds  90%  of  the 
company  and  says  that  Lyris  is  profitable, 
with  revenues  in  the  single-digit  millions. 
He  aims  for  a  public  offering  by  2001. 

His  primary  competitor  is  L-Soft  In- 
ternational of  Landover,  Md.,  which 
makes  Listserv,  a  mailing-list  manager 
once  so  common  it  became  a  generic 
term  for  online  lists.  Although  L-Soft 
counts  big  companies  like  AOL  and  Ziff- 
Davis  among  its  1,500  customers,  it  has 
long  catered  to  universities  and  the  gov- 
ernment. L-Soft  offers  flexible  pricing 
based  on  platform,  list  size  and  who's 
buying — academics,  for  example,  get  a 
discount.  Before  any  public  offering  of 
its  own,  though,  L-Soft  must  convince 
investors  that  lucrative  business  contracts 
are  top  priority. 

Small  businesses  and  individuals  also 
have  options.  Egroups  of  San  Francisco  is 
doing  a  booming  busi- 
ness hosting  lists  of  cor- 
respondents whose  con- 
cerns have  nothing  to  do 
with  business,  everyone 
from  lupus  sufferers  to 
Seattle  samba  aficiona- 
dos. Lists  are  free,  revenue 
coming  from  ads  in  the  2 
billion  messages  delivered 
each  month  among 
625,000  groups.  With  $52 
million  in  venture  capital 
from  firms  such  as  Se- 
quoia Capital  and  CMGI, 
the  company  aims  to  go 
public  this  year. 

There's  no  telling  if 
Lyris,  Egroups  and  the 
rest  will  be  big  successes, 
but  they  have  definitely 
caught  the  tail  of  a  large 
beast.  It's  a  pretty  safe  bet 
that  electronic  mail  will 
eventually  displace  much 
of  this  country's  huge 
volume  of  printed  junk 
mail  and  newsletters.    F 
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Lonely  Heart 

While  others  have  abandoned  the  pursuit  of  an 
artificial  heart,  David  Lederman  has  plowed  ahead. 


BY  ZINA  MOUKHEIBER 

PHYSICIANS  GENTLY  LEAD 
calves  down  a  hallway  at  the 
Texas  Heart  Institute  in 
Houston.  The  beasts  stum- 
ble a  bit,  dazed  from  being 
outfitted  with  artificial  hearts  made 
by  a  little-known  company  called 
Abiomed  in  Damns,  Mass.  The  pro- 
cession is  part  of  Abiomed's  bold  pre- 
clinical trials  overseen  by  O.  H.  (Bud) 
Frazier,  a  transplantation  pioneer  a\k\ 
chief  of  cardiopulmonary  transplan- 
tation at  the  institute.  By  the  end  of 
the  year,  if  all  goes  well, 
Frazier  and  doctors  else- 
where will  try  out  these 
battery-powered  hearts 
in  humans. 

Almost  20  wars  have 

;ed     since     Barney 

days 

Clark  ibed    to 

strokes,  and  liis  televised 


ordeal  horrified  the  public.  "It  left  a 
bad  taste,"  says  David  Lederman, 
Abiomed's  founder  and  chairman. 

Leaders  in  heart  replacement  tech- 
nology, such  as  Thermo  Cardiosys- 
tems  and  Thoratec  Laboratories  have 
long  shied  away  from  making  a  per- 
manent artificial  heart.  Even  Robert 
farvik  gave  up  the  quest  in  the  late 
1980s.  "1  don't  think  it's  a  good  idea 
to  remove  the  natural  heart,"  he 
now  says. 

The  conventional  approach  is  to 
keep  even  a  severely  diseased  heart 


functioning,  if  possible,  with  assist  de- 
vices. Firms  such  as  Thermo  Cardio 
and  Thoratec  sell  devices  that  assist 
the  ventricles  in  pumping  blood  to  the 
body  while  the  heart  recovers  from 
surgery,  or  while  the  patient  awaits  a 
transplant.  They  are  also  working  on 
the  next  generation  of  assists,  which 
could  last  five  years  or  more.  But  an 
artificial  heart?  "The  technical  and 
clinical  challenges  were  too  daunting," 
says  Thomas  Burnett,  Thoratec's  chief 
operating  officer. 

Not  too  daunting  for  Lederman. 
With  the  exception  of  a  team  working 
at  Pennsylvania  State  University,  he 
stands  alone  in  the  pursuit  of  what 
may  be  the  ultimate  feat  of  bioengi- 
neering  (see  time  line). 

Those  who  have  given  up  have 
caved  in  to  "the  age  of  timidity,"  says 
the  55-year-old  engineer  in  the  thick 
accent  he  still  has  from  his  native 
Colombia. 

The  need  is  great;  30,000  Ameri- 
cans qualify  for  a  heart  transplant  each 
year,  but  only  2,000  get  one.  The  rest 
are  put  on  an  assist,  or  die.  "No  one 
should  have  to  select  who  lives  and 
who  dies,"  says  Lederman. 

Lederman  has  spent  nearly  his  en- 
tire adult  life  in  search  of  the  perfect 
artificial  heart.  He  started  out  with  a 
Ph.D.  in  aerospace  engineering  from 
Cornell  University  in  1973  but  got 
hooked  on  medicine  after  hearing  a 
lecture  by  a  physicist  with  military 
contractor  Avco  who  insisted  that 
rocket  scientists,  because  of  their 
knowledge  of  fluid  mechanics,  can 
play  a  key  role  in  the  quest  for  an  ar- 
tificial heart.  (Indeed,  Thermo  Car- 
dio's  involvement  in  medicine  can  be 


traced  back  to  a  parent  company's 


Looking 
for  a  Pulse 


1964 

The  National  Heart 
Institute  sets  aside 


1957 

Willem  Kolff  and 
Tetsuzo  Akutsu  im- 
plant an  artificial  heart 
into  a  dog.  Dog  lives 
for  90  minutes. 


Transplant  pioneer  Kolff 


$600,000  for  the  de- 
velopment of  a  perma- 
nent artificial  heart  to 
be  implanted  by  1970. 

1969 

Denton  Cooley  im- 
plants the  first  artifi- 
cial heart,  the  "Liotta," 
into  Haskell  Karp  until 


430 


1      O    K    B    E    S 


April  17,  Jitoo 


work  powering  satellites.) 

Lederman  joined  Avco's  medical 
group  and  started  learning  about  how 
blood  clots  when  it  interacts  with  syn- 
thetic surfaces.  When  Avco  decided  to 
sell  off  its  cardiac-device  business,  he 
bought  the  patents  and  technology.  He 


founded  Abiomed  in  1981  and 
bankrolled  research  with  grants  from 
the  National  Heart,  Lung,  and  Blood 
Institute  and  a  public  offering  in  1987. 
The  recent  upsurge  in  biotech 
stocks  came  just  in  time.  To  fund  the 
upcoming  clinical  trials,  Lederman 


sold  another  15%  of  Abiomed  to  the 
public  in  February  for  $95  million. 
Sales  of  ventricle-assist  devices  gave 
Abiomed  an  estimated  $18  million  in 
revenue  for  its  fiscal  year  ending  Mar. 
31,  but  90%  of  that  went  straight  into 
research  and  development. 

has 


Lederman  has 
spent  twenty- 
five  years  on  his 
heart.  He  thinks 
others  have 
caved  in  to  "the 
age  of  timidity." 


The  science 
a    long 


come  a  long  way 
since  the  days  of  the 
Jarvik-7.  Abiomed's 
AbioCor  is  silent, 
portable  and  weighs 
only  two  pounds,  one 
pound  heavier  than  a  healthy  heart. 
Patients  on  the  CardioWest  heart,  the 
successor  to  the  Jarvik-7,  have  to 
wheel  around  a  machine  the  size  of  a 
small  refrigerator  and  are  confined  to 
the  hospital. 

Lederman  says  the  mechanisms 
running  the  AbioCor  weren't  so  tough 
to  develop.  "An  internal  combustion 
engine  is  far  more  complex  to  make," 
he  says. 

The  real  challenge  was  making  the 
AbioCor's  surfaces  seamless.  The 
Jarvik-7's  valves  were  stuck  onto  the 
artificial  ventricles,  making  an  irreg- 
ular surface  that  trapped  blood  cells, 
forming  life-threatening  embolisms. 
Barney  Clark  had  to  take  lots  of  blood 
thinners  to  prevent  clotting.  Leder- 
man and  his  team  of  engineers  spent 
25  years  dissolving  and  welding  plastic 
until  they  had  a  totally  seamless,  con- 
tinuous surface,  minimizing  the  threat 
of  clots.  He  predicts  that  patients 
using  the  Abiomed  heart  will  one  day 
get  by  with  as  mild  a  blood-thinner  as 
baby  aspirin. 

Lederman  also  strived  to  prevent 
infection  by  having  no  tubes  enter  the 
body.  Barney  Clark  had  tubes  sticking 


a  heart  donor  is  found.  Karp 
ives  for  64  hours,  before  get- 
ting a  transplant.  Succumbs 
later  to  pneumonia. 

11981 

I  Denton  Cooley  implants  the 
Akutsu-lll  heart  into  a  36-year- 
tald.  Patient  survives  55  hours 
hefore  receiving  a  transplant. 


1982 

Robert  Jarvik 
completes  the  first 
permanent  artifi- 
cial heart.  William 
DeVries  implants 
the  Jarvik-7  into 
Barney  Clark,  who 
survives  for  112 
days,  before  dying  of  strokes 


Mandia  under  the  knife 


1985 

Anthony  Man- 
dia receives 
Penn  State's 
Hershey  Med- 
ical Center 
heart.  He  dies 
only  two 
weeks  after 
getting  a  heart  transplant. 
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out  of  his  chest  to  power  the  Jarvik-7 
via  an  air  compressor.  The  AbioCor's 
motor  runs  on  a  battery  inserted  in 
the  abdomen.  That  internal  battery  is, 
in  turn,  recharged  wirelessly  through 
the  skin  by  a  patch-shaped  trans- 
former connected  to  an  external  bat- 
tery worn  like  a  cellular  phone  on  a 
belt-clip.  The  internal  battery  lasts 
only  an  hour,  so  patients  can't  linger 
in  the  shower.  An  internal  antenna 
also  relays  vital  information  such  as 
blood  pressure  and  heart  rate  to  a  re- 
ceiver worn  by  the  patient,  which  in 
turn  sends  the  data  to  the  physician's 
computer. 

The  AbioCor's  motor  sits  between 
the  two  ventricles  inside  a  separate 
chamber  filled  with  silicone  fluid.  The 
centrifugal  motor  exerts  pressure  on 
the  fluid,  pushing  against  the  mem- 
brane of  the  left  ventricle,  which  then 
ejects  the  blood  through  the  aorta  into 
the  body. 


The  AbioCor  adjusts  its  own 
motor  with  the  help  of  two  sensors, 
one  for  each  ventricle,  inside  the  fluid 
chamber.  The  fluid  pressure  reflects 
the  body's  blood  pressure  so  that,  if 
the  wearer  starts  to  run,  the  ventricles 
will  pump  blood  faster.  But  the  Abio- 

"NO  ONE  SHOULD  HAVE 
TO  SELECT  WHO  LIVES 

AND  WHO  DIES," 

Cor  lacks  a  response  to  "fight  or 
flight,"  a  hormonal  mechanism  trig- 
gered by  the  brain.  The  AbioCor  beats 
between  60  and  140  times  per  minute. 
A  normal  heart  averages  70  beats  per 
minute. 

As  advanced  as  it  is,  the  AbioCor 
(expected  price:  $75,000)  has  a  long 
way  to  go  from  calves  to  long-term 


performance  in  humans.  The  AbioCor 
has  been  implanted  in  more  than  100 
calves,  but  they  start  outgrowing  the 
heart  after  one  month.  For  the  past 
year,  the  AbioCor  has  been  continu- 
ally pumping  in  a  fish  tank  filled  with 
salinated  water  at  body  temperature. 
Engineers  look  for  signs  of  wear  and 
tear,  or  breakage.  Lederman  wants  to 
try  it  out  initially  in  patients  for  one 
year,  but  the  ultimate  goal  is  five  years. 
"We  have  to  learn  to  walk  before  we 
run,"  he  says. 

Bud  Frazier  of  the  Texas  Heart  In- 
stitute likes  to  tell  the  story  of  William 
Hall,  who  worked  in  1964  with 
Domingo  Liotta  on  an  artificial  heart. 
"He  used  to  say  'Bud,  by  1980, 100,000 
Americans  will  be  on  the  artificial 
heart,'"  recalls  Frazier.  Tragically,  Hall 
never  witnessed  his  dream.  He  died  in 
1992  while  undergoing  a  heart  trans- 
plant. Hopefully,  Lederman  will  ful- 
fill that  dream.  F 


THE     WEB 


Cancer 
Connect 

You  just  found  out  you  have 
cancer.  Can  the  Web  help  you 
beat  it?  Yes,  if  you  know 
where  to  look  for  support 
and  what  sites  to  avoid. 


BY  ADRIENNE  SANDERS 

KELI.I   VANDERPOOL   WAS    DIAG- 
nosed  with  cancer  nine  years  ago, 
at  23.  She  went  through  months 
of  chemotherapy.  Later,  she  endured 
three  painful  years  of  fertility  treat- 
ments to  conceive  a  Ecstatic 
child.  When  Vander-          conception: 
,     Kclli  Vanderpool 
lasses  Trey  the 
son  it  took  her 
,lai"                       d<            three  years  to 
perately   wanted    to             conccivo. 
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access. 


How  to  get  from  Midtown  to  Soho: 


Take  the  Lexington  Avenue  subway  from 
the  Upper  East  Side  down  to  Spring 
Street  Station. 

Exit  to  street. 

Time — 14  minutes. 


fig.  1 


excess. 


How  to  get  from  Midtown  to  Soho: 


Pick  up  fabulous  chintz 
pillows  along  the  way 
for  extra  comfort. 


Hire  a  limo. 


Staff  it  with  an  entourage 
of  advisors  and  a  travel 
coordinator  to  point  out 
the  obvious  landmark;,. 


Make  the  de  rigueur 
cappuccino  stop. 


Take  prestigious 
Fifth  Avenue. 


Arrive  in  Soho  3  hours  later. 


Welcome  to  a  place  where  common  sense  reigns  and  lunch  is  a 
turkey  sandwich.  Where  your  e-business  is  given  exactly  what  it 
needs  to  sell  and  succeed  online  without  unnecessary  custom- 
ization. Improving  your  customer  service  and  productivity  is  our 
mantra.  Getting  you  there  and  keeping  you  there  is  our  mission. 
Doing  it  quickly  and  efficiently,  our  manifesto.  Know  Better. 


www.pandesic.com  or  1-888-349-ebiz  (3249) 
I 


Q  |   http://ww\v.pandesic.com 


□ 


£p  pandesic.  m 

the  e-business  solution       M 
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talk  to  someone  else  who  had  been 
through  it  before.  But  the  32-year-old 
felt  completely  alone  in  her  suburban 
Atlanta  community,  where  she  knew  no 
one  who  could  relate  to  her  situation. 

So  she  dove  into  cyberspace,  even- 
tually connecting  with  Lori  Kennedy,  a 
37-year-old  breast  cancer  survivor  with 
a  small  child.  From  her  computer  in 
Weehawken,  N.J.,  Kennedy  reassured 
Vanderpool  that  she  knew  many  young 
women  who  had  survived  cancer  and 
become  mothers.  She  mentioned  self- 
help  sites  like  mamm.com  and  share- 
cancersupport.org.  "Hearing  from  Lori 
helped  finalize  my  decision  to  have  an- 
other baby,"  says  Vanderpool,  who 
plans  to  meet  her  new  friend  face-to- 
face  someday. 

Of  the  17  million  American  adults 
digging  up  disease- related  data  on  the 
Net,  more  than  one-third  are  there  be- 
cause of  a  cancer  diagnosis,  according 
to  Cyber  Dialogue,  a  New  York  market 
research  firm.  They  want  information 
and  they  want  someone  to  talk  to. 

The  Web,  if  used  wisely,  can  elevate 
the  doctor-patient  dialogue  to  a  part- 
nership. Web  sites  and  support  groups 
fill  clinical  research  gaps  that  busy  doc- 
tors can't  or  won't.  And  online  cancer 
support  groups  do  create  lasting  friend- 
ships among  people  who  desperately 
need  them.  But  the  Web  is  also  full  of 
quacks,  bogus  drug  advertising  and 
chatty  hypochondriacs.  And  not  all 
sites  have  accurate,  up-to-date  data. 

But  the  good  being  done  far  out- 
weighs the  bad.  Centerwatch.com,  a  di- 
vision of  Medical  Economics  Co.,  and 


ogy.  If  you  fill  out  a  search 
form,  trained  consultants  will 
call  or  e-mail  you  with  current 
clinical  trials  for  your  type  of 
cancer  in  locations  nearest  your 
hometown.  The  site,  partially 
funded  by  the  drug  companies 
that  are  sponsoring  the 
trials,  is  run  by  oncologists. 

Harris  Gruber  is  happy  he 
found  a  trial  on  the  Web.  Gru- 
ber, a  66-year-old  retired  yacht 
broker,  was  diagnosed  with 
prostate  cancer  last  year.  His 
urologist  suggested  prostate  re- 
moval, but  Gruber  deemed  the 
risks  and  side  effects  too  great 
for  a  man  his  age  with  slow- 
moving  cancer.  On  prostate 
pointers.org  he  learned  about  a 
National  Cancer  Institute-  and 
Massachusetts  General  Hospi- 
tal-sponsored trial  that  zaps  tu- 
mors with  proton  beam  radia- 
tion, avoiding  the  severe  side 
effects  of  generalized  radiation 
therapy. 

Gruber  broadcast  a  call  for 
help,  and  the  responses  of  many 
people  who  had  posted  on  the 
Internet  bulletin  boards  were 
overwhelmingly  positive  re- 
garding this  therapy.  After  talk- 
ing it  over  with  trial  doctors, 
Gruber  decided  to  participate  in 
the  trial.  Five  months  later  his 
prognosis  is  good.  Now  Gruber  helps 
others  make  treatment  decisions  by  par- 
ticipating in  online  counseling  groups. 

Use  more  than  a  spoonful  of  skepti- 


Caveat  Emptor 

To  do  serious  cancer  research  on  the  Web, 
skip  portals  such  as  Yahoo,  where  you'll  get 
2,285  hits,  many  of  them  for  astrology. 
These  sites  are  some  of  the  best.  You'll  find  a 
more  extensive  list  at  www.forbes.com. 

www.oncolink.upenn.edu 
Diverse  site  with  huge  article  database.  Info  on  fi- 
nancial issues.  Forbes  Best  of  the  Web  favorite  pick. 

www.medscape.com 

Original  peer-reviewed  reports  and  journal  arti- 
cles organized  by  medical  specialty. 

www.healthfinder.com 

Links  to  government  agency  health  sites,  online 
publications  and  medical  dictionaries. 

www.webmd.com 

Health  news  and  information,  a  physician  direc- 
tory and  condition-specific  support  groups. 

www.centerwatch.com 


Offers  more  than  41,000  clinical  trials  actively  re- 
cruiting patients;  includes  research  summaries. 

www.mayo.ivi.com 

Easy-to-use  sections  on  cancer,  plus  a  database 
of  more  esoteric  topics.  E-mail  clinic  physicians. 

www.cancernet.nci.nih.gov 

Up-to-date  information  on  treatments  and  trials. 

www.cancer.org 

Prevention  strategies  and  news  on  lifestyle  issues 

from  the  American  Cancer  Society. 

www.quackwatch.com 

Attacks  pseudoscience.  Big  list  of  quack  sites. 


USE  MORE  THAN  A  SPOONFUL  OF  SKEPTICISM 
WHEN  YOU  FIND  ALTERNATIVE  TREATMENTS 
FOR  CANCER  ON  THE  INTERNET 


cancernet.nci.nih.gov,  run  by  the  Na- 
tional Cancer  Institute,  help  you  find 
clinical  trials  of  experimental  drugs  that 
be  unknown  to  your  doctor.  And 
.com,  launched  in  Decem- 
ber, detail:,  soon -to-be-released  cancer 
drugs  and  the  latest  treatment  technol- 


cism  when  you  find  alternative  cancer 
treatments  such  as  herbal  remedies  and 
food  supplements.  There's  no  law 
against  advertorials  on  the  Net. 

Recendy  two  young  breast  cancer  pa- 
tients with  small,  curable  tumors  rejected 
chemotherapy  in  favor  of  alternative  ad- 


vice found  on  the  Web.  One  patient 
chose  high-dose  vitamin  therapy  and  the 
other  visited  an  energy  healer.  Both  died. 
"This  is  a  sin,"  says  Barrie  Cassileth,  chief 
of  integrative  medicine  at  Memorial 
Sloan-Kettering  in  New  York.  "They 
would  have  survived." 

If  you're  not  sure  about  how  to  tell 
crackpots  from  scientists,  check  quack- 
watch. com.  The  site  takes  on  every- 
thing from  shark  cartilage  pills  as  a 
lung  cancer  remedy  to  doctors  luring 
Americans  to  Mexico  for  laetrile,  a 
bogus  cancer  remedy  made  from  apri- 
cot pits. 

Check  out  our  list  of  helpful  cancer 
Web  sites.  You  can  find  an  expanded 
version — more  sites,  more  explana- 
tions— at  www.forbes.com.  F 
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m  "Buyer  Beware"  to  "Buyer  flware"  in  one,  simple  moue. 


ie  products  you  want  to  sell  online  more  complex  than  books?  Do  their  variables  require 
f  explanation?  Do  your  customers  depend  on  advice  at  every  step?  Does  your  eCommerce 
equire  phone  calls?  Do  delays  during  the  transaction  cost  you  eCommerce  sales? 

turn  to  OnLink  eCommerce  software  and  sell  anything  online:  simple  or  complex,  products 
rvices,  even  with  millions  (literally)  of  variations.  It  works  because  OnLink  software 
nes  the  customer's  perspective,  providing  instant,  expert  sales  advice  at  every  choice.  Don't 
/e  it?  Neither  did  our  Global  1000  clients,  until  they  saw  it.  Look  at  the  world  from  a  new 
lective-  the  customer's. 

onlink.com,  or  call,  1-888-229-3623. 


o 

OnLink 


BECAUSE  CUSTOMERS  DECIDE 


lOnLink  Technologies,  Inc. 
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el's  face  it.  eBusines's  is  still  a  mystery  to  most  people  How  do  you  get  trom  here  to  there?  And  once  you're  there. 
how  do  you  succeed?  It  is  a  monumental  undertaking,  one  that  really  takes  the  help  ol  superior  software  and  services. 
And  that's  the  business  of  interBiz.  We've  put  all  those  years  of  CA  experience  into  the  solution  you've.been  searching 
for:  BizWorks,  the  eBusiness  Intelligence  Suite.  We  can  take  the  mystery  out  of  eBusiOBSS-and  h?lp.ybii  identify  new 
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business  Software  That  Can  Think: 


TECHNOLOGY 


Parameters  By  Andrew  J.  Kessler 


Bottleneck  Busters 


THE  FIRST  SIGN  OF  SUCCESS  FOR  ANY  WEB-BASED 
business  is  when  overwhelming  traffic  shuts  the 
site  down.  All  that  money  once  earmarked  for 
Super  Bowl  ads  now  has  to  be  spent  on  clearing 
the  bottlenecks  so  that  pages  load  quickly.  Here  is 
an  investment  trend  you  can  sink  your  teeth  into. 

Anything  to  do  with  optics  has  been  hot,  as  the  center  of 
the  network  moves  to  all-fiber  connections.  But  Web  sites 
don't  go  down  because  a  backbone  carrier  like  MCI  World- 
Com didn't  have  enough  fiber;  they  go  down  because  there 
wasn't  enough  fiber  in  the  right  places.  The  action  is  going  on 
at  the  network  edge,  where  the  optical  rubber  meets  the  elec- 
trical road.  Companies  that  can  eliminate  bottlenecks  at  the 
network  edge  are  being  rewarded  handsomely  by  investors. 

The  first  problem  is  getting  enough  bandwidth  into  the 
office.  In  the  good  old  days  of  1998  the  minimum  band- 
width to  companies  was  a  T-l  line,  which  transfers  data  at 
1.5  megabits  per  second  (enough  for  a  few  dozen  phone 
conversations).  Back  then  the  fastest  backbone  connections 
were  155  megabits  per  second.  Local  carriers  would  break 
that  into  100  pieces  and  feed  T-l  lines  in  to  each  customer. 
Companies  such  as  PairGain  and  Adtran  made  a  killing  sell- 
ing chips  and  systems  to  handle  T- 1 . 

Now  the  backbone  runs  at  a  minimum  of  2.5  gigabits 
per  second,  so  the  speeds  parceled  out  to  businesses  have 
gone  up.  T-3  lines  have  become  commonplace,  delivering 
data  at  45  megabits  per  second.  A  leader  in  doling  out  opti- 
cal bandwidth  in  T-3  increments  is  Cerent,  which  Cisco 
bought  for  $7  billion  in  stock  in  August  1999.  At  the  time, 
Cerent  had  negligible  revenue;  now  it  is  doing  $800  million 
in  business. 

Maintaining  a  connection  at  30  times  the  speed  of  an  old 
T-l  on  the  same  copper  lines  means  higher-performance 
chips  and  systems  to  handle  the  difference.  One  of  our  port- 
folio companies,  Fxar,  is  seeing  rapid  growth  in  T-3  silicon 
sales.  Competitors  include  PM< !  Sierra  and  Japan's  TDK. 

It  a  site  really  hits  it  big,  that  45-megabit  line  may  not  be 
enough.  Now  a  100-megabit  optical  line  must  come  direcdy 
to  the  site,  doing  optical  at  the  edge  of  the  network  is  a  royal 
pain,  because  it  requires  converting  all  the  data  from  tradi- 
tional Ethernet  packets  to  the  Sonet  protocol,  which  comes 
with  all  sorts  of  redundancies  built  in.  That's  great  for  voice 
but  overkill  for  data.  While  converting  from  Ethernet  to 
Sonet  is  an  easy  technical  problem,  Lucent  and  Nortel  have 
i  njoyed  a  duopoly  ind  have  been  ripping  off  Sonet  equip- 
ment customers.  They  charge  $100,000  or  more  at  each  end 
when  a  SI. 000  card  would  do. 

Metropolitan  area  networks  avoid  Sonet  headaches  alto- 


gether by  going  with  Ethernet 
the  whole  way.  Just  plug  your 
gigabit  Ethernet  switch  to  the 
fiber  line,  and  your  local  area 
network  in  one  building  is 
connected  to  a  local  area  net- 
work in  another  building 
across  town,  at  killer  speeds. 
Gigabit  Ethernet  switches  are 
made  by  companies  such  as 
Nasdaq-listed  Extreme  Net- 
works. Yipes,  not  yet  public,  is 
one  of  the  first  to  build  these 
metropolitan  area  networks 
for  businesses,  with  choices  of 
speeds  from  a  megabit  to  a  gi- 
gabit. Privately  held  Cmetric 
offers  similar  services  as  well 
as  connecting  hosting  centers. 
Okay,  the  site  is  up  with  all 
the  bandwidth  it  needs,  but 
then  hackers  launch  denial- 
of-service  attacks,  knocking 
out  the  site  for  days.  What's 
needed  is  a  piece  of  network- 
ing gear  called  a  Layer  4-7 
switch.  The  typical  Ethernet  switch  looks  at  the  addresses  at- 
tached to  data  packets  and  sends  them  where  they  need  to 
go.  But  Layer  4-7  switches  look  inside  the  packet  to  figure 
out  whether  it  belongs  to  an  e-mail  or  a  Web  page  or  a  Peo- 
pleSoft  data  file,  and  switches  the  packet  faster  or  slower 
with  much  higher  intelligence. 

A  Layer  4-7  switch  can  do  load  balancing,  meaning  it 
sends  requests  for  Web  pages  to  one  of  several  servers — in 
the  same  room  or  in  another  country — depending  on  how 
busy  it  is.  These  switches  can  also  handle  security  functions, 
like  identifying  and  redirecting  rapid-fire  hacker  attacks  like 
the  ones  that  blasted  Yahoo  and  E-Trade  in  February. 

F5  Networks  of  Seattle  offers  PC-based  load  balancing 
devices  for  small  sites.  Makers  of  Layer  4-7  switches  include 
soon-to-be-public  Arrowpoint  Communications  and 
Foundry  Networks.  Alteon  WebSystems,  which  we  own,  ap- 
pears to  be  the  performance  leader.  Its  switches  do  load  bal- 
ancing and  provide  security  at  gigabit  speeds,  which  are  al- 
most mandated  for  big  sites  like  Yahoo  and  DLI  Direct.      F 

Andrew  J.  Kessler  (akessler&velcap.com)  is  a  general  partner 

of  Velocity  Capital  Management,  a  technology  and  communications 

investment  company  in  Palo  Alto,  Calif. 


Anything  to  do  with 
optics  has  been  hot, 
as  the  center  of  the 
network  moves  to 
all-fiber  connec- 
tions. The  action 
now  is  at  the  edge. 
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While  you're  driving  your  business  forward,  we'll 
alert  you  to  the  signals  &  warnings  along  the  way. 


On  the  road  to  your  business  goals,  there 
are  signals  coming  from  every  direction- 
customers,  processes,  financial  results,  and 
your  own  staff. 

The  signals  reveal  whether  you're  still  on 
course  or  need  to  change  direction.  But 
how  do  you  know  which  business  signals 
to  follow — and  which  to  ignore? 

For  answers,  turn  to  Corporate  Performance 
Management  with  the  SAS®  Solution  for 
Balanced  Scorecard.  It  tracks  key  perfor- 
mance indicators,  revealing  how  they're 
impacting  each  other  and  your  business. 

Sustain  and  improve  shareholder  value 
Align  your  business  around  common  goals 
Optimize  resources  throughout  your  company 
Monitor  the  health  of  your  entire  enterprise 


Visit  us  at  www.sas.com/scorecard  for 
your  free  guide  to  Driving  the  Vision  with 
a  Balanced  Approach. 


SAS  Institute 


www.sas.com/scorecard      E-mail:  forbes@sas.com     919.677.8200 

AS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  trademarks  ol  SAS  Institute  Inc  m  the  USA  and  other  countries  0  indicates  USA  registration.  Olht 
re  trademarks  ol  their  respective  companies      Copyright  O  2000  by  SAS  Institule  Inc.    27054  US0100 
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Digital  Tools  By  Stephen  Manes 


Living  With  Imperfection 


PERFECTION  IN  HARDWARE  AND  SOFTWARE  ISN'T  MERELY 
elusive — it's  nonexistent.  In  the  computer  world,  products 
inevitably  make  their  way  to  the  market  replete  with  defects, 
and  we  get  to  discover  them.  Given  that  scenario,  the  in- 
evitable question  arises:  Is  the  product  useful  enough  to 
make  you  willing  to  suffer  with  its  inevitable  shortcomings? 
As  three  imperfect  products  that  crossed  my  desk  recendy 
proved,  it  depends  on  the  risk/reward  ratio — and  the  cir- 
cumstances. 

Upgrader  Helper 

HARD  TO  BELIEVE:  IN  A  THROWBACK  TO  THE  GOLDEN 
days  of  DOS,  the  product  of  the  hour  comes  from  a 
tiny,  unknown  company,  fits  on  a  single  floppy  disk 
and  has  the  whimsically  low-tech  name  Aloha  Bob's  PC-Re- 
locator.  It  promises  to  make  upgrading  from  one  computer 
to  a  new  one  almost  easy.  And,  amazingly,  it  mostly  works. 

The  biggest  deterrent  to  buying  a  new  Windows  system 
is  the  immense  amount  of  effort  you  know  you  will  waste 
making  it  work  the  way  the  old  one  did.  In  bygone  days  (and 
still  with  Macs),  moving  data  and  programs  from  one  ma- 
chine to  another  was  largely  a  matter  of  copying  files  from 
old  to  new.  But  in  1995,  with  the  advent  of  Microsoft's  "im- 
provements," that  strategy  went  out  the  Windows. 

In  today's  Windows  world,  data  files  will  usually  sur- 
vive a  simple  transfer  from  one  machine  to  another.  But 
thanks  to  the  existence  of  an  infernal  confusion  engine 
called  the  "registry,"  programs  must  be  reinstalled,  not 
merely  copied.  That  forces  you  to  dig  out  your  original 
disks,  go  through  the  process  of  re- 
installing them  and  then  reconfigure 
programs  to  do  the  things  you  want 
them  to — like  not  displaying  that  in- 
defatigably  irritating  Microsoft  Of- 
fice paper  clip.  All  those  bug  fixes 
you  downloaded  over  the  Internet? 
More  downloading  and  installation 
required. 

Copying  a  Dial-Up  Networking 
entry's  baffling  arcana,  like  PPP  con- 
figurations, requires  your  manual 
labor.  Understanding  how  to  move 

inc  address  books  and  browser 

s  is  one  step  short  of 

roci  ice.  I  he  entire  process  is 

daunting  enough  to  make  you  stick 
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with  the  old  machine  an- 
other year  or  three. 

Enter  Aloha  Bob,  which 
works  between  machines 
running  Windows  95  or  98. 
You  prepare  both  computers 
by  running  the  Windows 
disk-scanning  utility  and 
making  sure  "sleep"  features 
are  turned  off.  Then  you  link 
the  machines  over  a  TCP/IP 
network  or  a  special  parallel 
port  cable,  and  let  Aloha  Bob 
do  the  rest. 

That  can  take  a  while. 
With  the  parallel  cable,  the 
transfer  requires  about  four 
hours  for  every  gigabyte  on 
the  old  machine;  the  company 
says  performance  over  typical 
networks  is  about  five  times  as 
fast.  But  once  the  program  is 
up  and  running,  it  proceeds 
on  its  own,  so  you  can  let  it 
churn  along  overnight. 

Once  it  has  finished,  you 
reboot  the  new  machine,  and  it  looks  astonishingly  like 
the  old  one — right  down  to  your  familiar  files,  programs, 
settings,  passwords,  desktop  background  and  even  your 
screen  saver.  Not  to  mention  all  the  junk  files  you  forgot 
to  delete  from  the  old  machine;  this  is  essentially  an  all-or- 
nothing  process.  But  it  retains  the 
newer  machine's  operating  system 
and  whatever  else  is  on  it. 

I  tried  this  first  with  two  fairly 
plain  Windows  98  laptop  systems, 
and  then,  for  a  challenge,  moved  a 
complex  ancient  Windows  95  desk- 
top system  to  a  fancy  98  notebook. 
The  results  were  largely  successful — 
but  not  quite  perfect.  Both  times 
Aloha  Bob  transferred  some  files 
meant  to  work  with  hardware  found| 
only  on  the  original  machine.  Fortu- 
nately, deleting  them  from  the  ne\ 
one  was  simple  enough. 

More  annoyingly,  the  software 
retained  settings  from  the  source! 


Aloha  Bob's  PC- 
Relocator  promises 
to  make  upgrading 
from  one  computer 
to  a  new  one  almost 
easy.  Amazingly,  it 
mostly  works. 


Siebel  Customer  Satisfaction  Report 


Exceptional  Revenue  and  Productivity  Gains 

Surveyed  by  a  leading  market  research  firm,  Siebel  Systems  customers  were  asked 
to  quantify  the  actual  business  impact  of  using  Siebel  eBusiness  Applications. 


Revenue 

Growth 


+15% 


Customer 
Satisfaction 

Increase 

+21% 


Employee 
Productivity 


Gains 


+20% 


Return  on  Siebel  Investment:  10  Months 


THE    LEADER    IN    eBUSINESS    APPLICATIONS 


For  more  information,  visit  us  at  www.siebel.com  or  call  1-800-273-9913  ext. 102063 


SAN  MATEO    CHICAGO    NEW  YORK    LONDON    TORONTO    SYDNEY    PARIS    MUNICH    TOKYO    HONGKONG    MEXICO  CITY   SAO  PAULO 


Based  on  responses  to  the  August  1999  Customer  Satisfaction  Survey  directed  to  customers  with  fully  deployed  Siebel  eBusiness  Applications.  Calculations  derived  from  all  respondents 
who  volunteered  quantitative  impact  estimates  in  at  least  one  of  the  above  categories. 
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machines'  crucial  autoexec.bat  files  and  disabled  those  on 
the  new  units — the  reverse  of  the  way  it  should  work. 
David  Henrickson,  chief  technology  officer  of  Eisenworld, 
Aloha  Bob's  manufacturer,  agreed  this  was  an  error  and 
promised  to  rectify  the  situation.  That  should  not  take 
long,  since  Eisenworld  is  a  nine-person  outfit. 

Two  other  problems  were  thornier.  After  the  more 
complex  transfer,  the  new  notebook  had  trouble  shutting 
down,  and  the  DVD  player  didn't  work.  The  company 
helped  me  diagnose  and  fix  both  difficulties.  Henrickson 
says  that  8%  of  installations  result  in  "serious  issues"  and 
5%  require  refunds.  Bulletproof  this  is  not,  but  its  promise 
is  so  attractive,  it's  definitely  worth  a  try. 

Since  most  new  computers  come  with  a  CD-ROM  that 
can  restore  the  system  to  factory-fresh  status,  the  best 
strategy  is  to  run  Aloha  Bob  before  wasting  time  installing 
anything  else  on  the  new  machine.  If  it  works,  you  will 
save  hours  or  days  of  grief;  if  it  doesn't,  you  can  resort  to 
Aloha  Bob's  undo  feature  or  the  machine's  restoration 
CD.  Though  I  suspect  most  systems  will  transfer  success- 
fully, novices  may  want  to  enlist  an  expert  to  weed  out 
machine-specific  code  imported  from  the  older  unit  and 
check  boot-up  files  for  inconsistencies. 


PC  companies  could  sell  more  boxes  if 
users  knew  they  could  make  the  transition 
from  older  equipment  with  so  little  pain. 

Aloha  Bob's  software  license,  at  $50  without  the  cable  or 
$70  with  (www.alohabob.com),  permits  just  one  relocation, 
though  nothing  but  the  honor  system  prevents  you  from  using 
it  more  often.  The  company  is  grappling  with  a  way  to  make 
multiple  uses  more  affordable  for  individuals  while  selling 
costlier  site  licenses  and  a  more  flexible  "professional"  version 
to  the  enterprise  market.  A  product  I  did  not  test,  Desktop 
DNA  from  Miramar  Systems  (www.miramarsys.com),  has  sim- 
ilar goals  and  is  aimed  solely  at  that  market,  with  prices  start- 
ing at  $245  for  a  five-user  license. 

My  guess  is  that  PC  companies  could  sell  more  boxes  if 
users  knew  they  could  make  the  transition  from 
older  equipment  with  so  little  pain.  That  it  took  a 
tiny  firm  in  Miami  Lakes,  Fla.  to  come  up  with  this  sug- 
gests that  innovation — however  imperfect — still  emanates 
from  garages  at  least  as  often  as  it  arises  from  corporate 
cubicles. 


Power  Rationing 

ELECTROCHEMISTRY  DOES  NOT 
advance  as  fast  as  electronics, 
so  managing  battery  con- 
sumption remains  the  curse  of 
every  laptop  user  on  the  road.  A 
Toronto  company  called  Electro- 
fuel  has  been  drawing  consider- 
able attention  for  a  product  called 
the  PowerPad  160 — a  2.4  pound, 
$500  battery  about  the  size  of  this 
magazine.  It  plugs  into  the  power 
jack  on  your  PC  and  purports  to 
deliver  up  to  16  hours  of  juice. 

I'm  happy  to  say  that  with  a  few 
minor  caveats,  the  PowerPad  actu- 
ally works.  Alas,  getting  the  battery 
to  deliver  is  significantly  easier  than 
getting  one  delivered  to  you. 

I  first  tried  a  prototype  in  No- 
vember on  a  vacation  abroad. 
With  a  wire  sticking  out  and  two  titanium  plates  haphaz- 
ardly sealed  by  hand,  the  thing  looked  for  all  the  world  like 
some  sort  of  terrorist  device,  and  I  half  expected  to  be 
>ped  at  every  security  checkpoint  en  route.  But  no  one 
.  .  stands  seemed  to  notice  it,  and  it  kept  my  little 
lio  505FX  notebook  going  for  most  of  the  flight 
from  Melbourne  to  Los  Angeles.  And  that  was  at  full  power, 


as  though  the  machine  were 
plugged  into  the  wall — none  of 
the  screen-dimming,  processor- 
slowing  strategies  I  usually  use  to 
squeeze  extra  moments  from  the 
Vaio's  tiny  built-in  batteries. 

But  I  didn't  get  quite  the  16 
hours  promised,  because  the  Vaio's 
power  supply  could  not  charge  the 
pack  fully,  and  the  battery  quit 
working  while  its  colorful  LED  dis- 
play insisted  there  was  still  juice 
left.  According  to  an  Electrofuel 
spokesman,  that  particular  ma- 
chine accepts  only  a  relatively  nar- 
row range  of  voltages.  Other  com- 
puters seem  to  be  more  tolerant, 
operating  at  both  lower  and  higher 
voltages,  resulting  in  longer  useful 
life  for  the  PowerPad. 

Each  unit  comes  with  a  special 
cable  designed  to  match  the  plug 
on  your  laptop's  AC  adapter;  a 
pass-through  connector  lets  you  charge  the  PowerPad 
while  you  use  the  computer  on  AC.  If  the  notebook's 
internal  battery  is  low,  the  PowerPad  will  charge  it.  It  is 
incredibly  handy  at  all-day  conferences  where  power 
outlets  are  unavailable;  globe-hopping  movie  buffs  will 
find  it  useful  for  powering  their  DVD  players.  But  the 
weight — more  than  two-thirds  as  much  as  my  little 
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JEEP  GRAND  CHEROKEE 


The  leader  in  four-wheel  drive  technology  pre- 
sents its  latest  benchmark.  Jeep  Grand  Cherokee 
Limited.  And  once  again,  the  rest  of  the  SUV  world 
is  challenged  to  keep  up  the  pace. 

Combining  Vari-Lok'v  axles  and  Quadra-Trac  IF' 
four-wheel  drive,  the  available  Quadra-Drive,M 
system  operates  at  maximum  capability  all  the 
time.  Power  comes  from  an  available  4.7  litre  V8. 

Grand  Cherokee  sets  high  standards  in 
refinement  too.  The  Infrared  Dual  Zone  Climate 


Control  uses  infrared  technology  to  regulate  cabin 
temperature.  Thirteen  programmable  features  give 
you  ultimate  set-it-and-forget-it  convenience. 
Exceptional  stopping  ability  and  next  generation 
air  bags*  add  to  your  overall  sense  of  well-being. 
If  you  want  the  latest  in  SUV  technology, 
look  to  the  leader.  Jeep  Grand  Cherokee.  Call 
1-800-925-JEEP  or  visit  us  at  www.jeep.com. 


Jeep 


There's    Only   One 


'Always  use  scat  belts.  Remember  a  backseat  is  the  safest  place  for  children  jeep  is  a  registered  trademark  of  DaimlerChrysler. 
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notebook — is  literally  a  drag. 

Electrofuel  has  patents  on  its  Lithium  Ion  SuperPolymer 
process,  which  it  claims  produces  the  highest  energy  density  by 
weight  and  by  volume  in  a  rechargeable  battery.  The  company 
announced  plans  for  bigger  and  smaller  sizes  last  June;  as  one 
who  unsuccessfully  attempts  to  work  eight-hour  days,  I  would 
readily  endorse  a  model  with  half  the  capacity  and  half  the 
weight  of  the  current  version.  In  February  the  company  also 
announced  a  $99  model  for  Nokia  cell  phones. 

But  those  versions  will  not  be  appearing  soon,  because 
manufacturing  is  the  limiting  imperfection  here.  So  far  Elec- 


trofuel has  been  able  to  produce  only  the  2-pound  unit,  and 
that  one  has  never  been  available  at  retail — only  from  the  com- 
pany's Web  site  (www.electrofuel.com)  and  only  if  you  fill  out 
an  e-mail  form.  Sankar  Das  Gupta,  Electrofuel's  president, 
says  the  firm  can  currently  make  only  about  1,000  units  a 
month,  so  it  is  "in  the  rationing  stage."  But  thanks  to  an  infu- 
sion of  $30  million  of  investment  capital,  he  adds,  the  company 
is  building  a  plant  that  should  be  able  to  produce  33,000  of  the 
current  units — or  more  of  the  smaller  ones — per  month  when 
it  goes  into  production  in  the  third  quarter  of  this  year. 
If  you  need  the  juice,  get  in  line. 


Remote  Impossibility 

ONE  OF  THE  GREAT  PROMISES  OF  THE  WEB  ERA  IS  THAT 
programs  and  data  will  live  on  a  hard  drive  halfway 
around  the  world,  and  you  will  be  able  to  access  them 
from  anywhere.  Just  log  on  to  the  Web,  and  a  Java  pro- 
gram will  arrive  wherever  you 
are  and  help  you  massage  your 
data.  No  need  for  software  up- 
grades; the  remote  system 
makes  sure  you  always  have  the 
latest  version. 

That  is  the  basic  premise 
behind  ThinkFree  Office 
(www.thinkfree.com),  which 
offers  free  access  to  Java-based 
versions  of  Microsoft  Office- 
compatible  word  processing, 
spreadsheets  and  presentation 
software.  Sign  up,  and  the 
company  even  throws  in  20 
megabytes  of  storage  space  for 
your  documents. 

Could  this  spell  doom  for 
Microsoft?  It  sure  sounds  like 
the  long-awaited  vindication  of 
Sun  Microsystems'  trademarked 
promise  for  lava:  "Write  once, 
run  anywhere."  ThinkFree's 
home  page  trumpets  "free  ac- 
cess, regardless  of  operating  system." 

But  further  into  the  site,  you  discover  the  truth:  For 
the  moment,  the  software  is  limited  to  Windows  and  two 
versions  of  Red  Hat  Linux.  Other  computer  systems? 
"Available  shortly."  Cheap  Internet  appliances?  Unlikely. 
What  was  that  about  running  anywhere? 

And  although  the  site  officially  launched  Feb.  7,  it 

(urns  out  that  the  spreadsheet  and  presentation  software 

till  in  prerelease  versions.  The  former  wains  that  it 

onl)    a    limited    range    of    features    and    may 

mall  \  crash  or  break  down  while  running."  It 


didn't,  but  it  didn't  work  particularly  well,  either,  and 
lacks  features  found  in  Excel  since  its  earliest  days.  The 
presentation  program  is  similarly  disadvantaged. 

The  supposedly  ready-to-boogie  word  processor  is  a 
loser,  too.  Thanks  to  limitations  in  Java,  it  can  handle  only 
rudimentary  fonts,  so  the  documents  it  produces  look 
different  when  converted  to  Word  and  vice  versa,  and  the 

software  often  fails  to  import 
Word  and  HTML  documents  at 
all.  Rulers,  tabs  and  margins 
are  displayed  only  in  metric 
units  alien  to  American  typists. 
The  page  preview  function 
shows  only  a  pale  shadow 
of  what  you  actually  get.  A 
spell-checker  is  planned  but 
not  yet  available,  and  the  list  of 
other  missing  features  is  a  long 
one.  And  this  Java  program 
has  all  the  pep  of  a  napping 
slacker:  I  could  easily  out-type 
the  screen  by  as  much  as  a 
sentence  when  modifying  a 
long  document. 

Store  your  material  on  the 
Web,  and  you  may  be  surprised 
when  you  try  to  access  your  files 
from  the  road.  After  a  20-minute 
download  over  dial-up  lines, 
the  program  was  repeatedly 
unable  to  install  itself  on  my 
Windows  98  notebook,  making  the  files  I  had  stored  on  the  site 
inaccessible  until  I  could  find  a  more  tractable  machine.  If 
the  line  goes  dead  or  the  program  crashes — as  it  can  and 
does- — while  you  are  saving  a  file  to  your  online  storage 
area,  you  are  out  of  luck  unless  you  happened  to  have  saved 
it  locally  first.  A  customer  support  tech  noted  that  many 
such  functions  are  due  to  be  "rearchitected."  Looks  like  a  tear- 
down  to  me.  F 
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Stephen  Manes  is  the  cohost  o/Digital  Duo,  a  weekly  public 
television  series.  Visit  Ins  forum  in  our  Web  site, 
www.fbrbes.com/marus. 
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Industry  leaders  know  that  successful  eBusiness  initiatives 
require  a  k<&$  (omx&Mi&xkt  (zmmmdtify  They  rely  on  us  to  grow  and 
manage  online  communities  that  drive  real-world  business  results. 

Our  experience  and  expertise  in  online  community  management  enables  our  clients  to  cement 
consumer  brand  loyalty,  reduce  customer  acquisition  costs  and  strengthen  partner  relationships. 
Come  to  www.participate.com  or  call  us  at  888-591-5061  and  let  us  harness  the  power  of 
online  communities  for  you. 


PARTICIPATE 

online  community  management 


COM 


©2000  Participate.com,  Inc.  All  rights  reserved. 


STBATEGY 


By  Invitation 
Only 


You  could  be  part  of  a  select  crew  allowed 
to  participate  in  a  private  equity  fund, 
where  you  will  be  skinned  alive  by  fees. 


BY  JAMES  M.  CLASH 

DO  YOU  HAVE  A  LIQUID  NET 
worth  of  $5  million?  Then  you 
may  qualify  for  one  of  the  pri- 
vate equity  funds  springing  up 
to  serve  sophisticated  in- 
vestors. These  are  like  hedge  funds,  open 
only  to  small  numbers  of  players  with  lit- 

Shades  of  Mediocrity 


What  are  the  high  fees  buying? 
Private  equity  funds  trailed  the  S&P 
500  for  the  last  three  and  five 
years— and  barely  beat  it  last  year. 

Average  Annualized  Returns1 

■  All  Private  Equity  Funds 


tie  oversight  by  the  Securities  &  Ex- 
change Commission.  Through  one  of 
these  vehicles  you  can  participate  in  ei- 
ther leveraged  buyouts  or  venture  cap- 
ital pools.  Either  way,  you  can  get  taken 
to  the  cleaners. 

There's  a  lot  of  money  floating 
around  in  private  equity  funds.  Welles- 
ley,  Mass. -based  Asset  Alternatives 
counts  $96  billion  in  new  contributions 
last  year,  up  from  $8  billion  in  1990.  You 
can  bet  that  the  number  will  rise  again 
this  year,  particularly  on  the  venture 

Looking  to  Score 


29°/. 


S&P  500 


Money  is  gushing  into  private  equity,  hoping  to  find 
initial  public  offering  winners  like  Global  Crossing. 


Commitments  to  All  Types  of 
U.S.  Private  Equity  Partnerships 

(Sbilhons) 
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Source*.  Venture  Economics;  Forbes 
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capital  side.  After  all,  the  promoters  can 
point  to  some  dazzling  successes  in  re- 
cent years.  Didn't  Carlyle  Group's  $38 
million  stake  in  NorthPoint  Communi- 
cations, a  high-speed  Internet  access 
provider,  jump  2,700%  when  North- 
Point went  public  last  May?  What  about 
the  $15  million  Pacific  Capital  put  into 
what  became  Global  Crossing?  That  tele- 
com play  is  up  more  like  27,000%. 

Like  hedge  funds,  private  equity 

funds  are  secretive,  unregulated  limited 

partnerships.  They  may  not  be  such  a 

bad  deal  for  institutional 

investors,  who  at  least 

have  enough  leverage  to 
extract  decent  terms. 
Pension  giant  TIAA-CREF 
has  invested  $1.5  billion 
in  these  things.  Yale  has 
$  1 .6  billion,  or  20%,  of  its 
endowment  there;  the 
University  of  North  Car- 
olina at  Chapel  Hill,  $120 
million,  or  12%. 

For  individual  in- 
vestors, the  case  is  less 
compelling.  But  it's  easy 
to  be  flattered  by  an  invi- 
tation to  join,  given  the 
exclusivity  of  the  crowd. 


$95.5 


As  with  hedge  funds,  you  must  pass  a  fi- 
nancial test  to  gain  admittance.  If  a  fund 
was  started  before  1996,  that  means  a 
liquid  net  worth  of  at  least  $1  million. 
For  newer  ones,  more  like  $5  million. 
Many  funds  have  a  $10  million  mini- 
mum investment. 

Unfortunately,  despite  all  the 
hoopla,  they're  not  such  a  good  deal. 
For  starters,  unlike  with  hedge  funds, 
your  investment  is  locked  up  for  an  av- 
erage of  ten  years.  Because  you  can't 
trade  out  of  one — and  because  the  se- 
curities they  hold  are  not  generally 
traded  on  public  markets — managers 
have  huge  leeway  in  valuing  portfolios. 


Let's  hope  they  stay  honest. 

And  the  fees  are  obscene.  If  you 
thought  hedge  funds  were  excessive  with 
1.5%  expense  ratios  and  20%  "car- 
ries"(the  percentage  of  profits  the  gen- 
eral partner  takes),  get  a  load  of  this:  Pri- 
vate equity  funds  typically  charge  1.5% 
to  2.5%  in  expenses,  and  their  carries 
start  at  20%.  Some  well-known  firms  like 
Kleiner  Perkins  Caufield  &  Byers,  Bain 
Capital  and  Matrix  Partners  have  carries 
of  30%.  Compare  that  with  the  average 
no-load  mutual  fund  with  no  carry  and 
annual  expenses  of  1.4%.  Note  that  the 
private  fund  operator  does  not  chip  in 
30%  if  the  fund  goes  down  instead  of  up. 


ALL  THIS  SECRECY  PROVIDES  GOOD  COVER  FOR 
MANAGERS  WITH  IIH  QUESTIONABLE  VALUES. 


But  what  about  the  home  runs  like 
Pacific  Capital's  with  Global  Crossing? 
Don't  winners  like  this  more  than  offset 
the  high  costs?  Sad  to  say,  they're  atypical. 
The  average  private  equity  fund  over  the 
past  five  years  has  returned  an  annual- 
ized 22.7%,  says  Thompson  Financial's 
Venture  Economics.  That's  2.3  percent- 
age points  below  the  S&P  500's  return. 

The  funds  specializing  in  venture 
capital  appear  to  outperform  this  aggre- 
gate return.  Trouble  is,  Venture  Eco- 
nomics' numbers  likely  are  overstated, 
whether  for  venture  or  leveraged  buyout 
funds.  The  poor  performers  often  don't 
report  to  Venture  Economics,  says  Leslie 
Brun,  chairman  of  Hamilton 
Lane  Advisors  in  Bala  Cynwyd, 
Pa.,  which  handles  some  $33  bil- 
lion in  private  equity. 

Another  problem:  Private  eq- 
uity funds  are  about  as  forth- 
coming as  the  North  Korean 
regime.  When  the  funds  report 
how  they  did  to  Venture  Eco- 
nomics, they're  assured  individ- 
ual fund  results  won't  be  pub- 
fished.  Meaning  you  can't  quite 
shop  around  for  the  best  per- 
formers, and  you  could  be 
handed  a  check  for  a  20%  return 
even  while  the  manager  is  brag- 
ging to  Venture  Economics  that  it 
made  100%.  All  this  secrecy  pro- 
vides good  cover  for  managers 
with — shall  we  say? — question- 
able values. 

Hamilton's  Brun  tells  about 
investing  in  a  fund  in  the  mid- 
1990s  whose  official  expense 
ratio  was  1.5%.  Well,  within  18 
months  he  noticed  that  expenses 
had  hit  5%.  So  he  demanded  to 
examine  the  books. 

Turns  out  that  management 
was  using  the  fund  to  live  very 
well.  The  general  partner,  for  in- 
stance, tapped  fund  money  to 
take  his  family  to  Europe.  Since 
the  fund  was  supposed  to  invest 
in  small  U.S.  businesses,  it  had  a 
tough  time  explaining  why  this 
.    trip  was  justified.  Luckily  for 
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Brun,  he  succeeded  in  getting  out.  Most 
investors,  remember,  are  locked  up  for  a 
decade. 

Not  surprisingly,  all  the  hype  around 
private  equity  is  spawning  a  thriving 
fund-of- funds  business,  with  $15  billion 
in  new  commitments  last  year.  These 
give  investors  more  diversification.  They 
also  offer  lower  minimum  investments, 
some  as  low  as  $100,000 — but  most  of 
the  time  you  still  must  qualify  under  net 
worth  rules.  As  with  any  fund-of-funds, 
more  fees  are  layered  on,  typically  an- 
other 1%  in  expenses.  Many  levy  an  ad- 
ditional carry,  too.  Hamilton's  funds-of- 
funds,  for  example,  have  carries  up  to 
15%,  with  annual  expenses  in  the  0.5%- 
to-1.5%  range. 

Mutual  fund  families,  lured  by  fat 
fees,  are  getting  into  the  act.  No  fewer 
than  20 — including  Fidelity,  Invesco, 
Warburg  Pincus,  Neuberger  Berman,  T 
Rowe  Price,  Putnam  and  Robertson 
Stephens — are  developing,  or  have 
launched,  private  equity  funds. 

You  can  get  a  cheap  knockoff  of  pri- 
vate equity  via  Seligman  Advisors'  hy- 
brid closed-end  fund.  Launched  last  Au- 
gust, Seligman  New  Technologies 
requires  a  $10,000  minimum  invest- 
ment and  puts  35%  of  its  $580  million 
into  private  deals.  There  is  no  carry. 

But  by  mutual  fund  standards,  its 
costs  are  hideous:  a  3%  load  and  annual 
expenses  of  3%.  Shares  don't  trade  on 
the  open  market,  as  closed-ends  do,  so 
investors  can't  get  money  at  will;  each 
quarter  the  fund  will  buy  back  a  maxi- 
mum of  5%  of  their  shares. 

This  whole  game  is  eerily  similar  to 
the  hedge  fund  business  we  wrote  about 
two  years  ago  (FORBES,  Apr.  20,  1998). 
Our  complaints  there  were  the  same: 
murky  disclosures,  weak  performance 
and  high  fees.  Not  long  after  that  story 
appeared,  one  of  the  biggest  hedge 
funds,  Long-Term  Capital  Management, 
imploded  in  spectacular  fashion. 

We're  not  predicting  that  there  will 
be  any  wipeouts  among  venture  funds, 
only  that  the  croud  of  investors  enter- 
ing the  game  at  this  late  stage  will  be 
disappointed.  The  big  gobs  of 
money  tend  to  come  in  at  the  top  of  a 
market.  F 


Family  style:  The  late  Elsie  Church's  kids,  Marshall  Miller  (left)  and  Mary  Elsie  Newton, 
fended  off  an  IRS  attack  on  their  partnership.  Mary's  husband,  Howard,  was  their  lawyer. 

TAXING      MATTERS 

Partners,  But  Not 
With  the  IRS 

In  the  bitter  battle  over  family  partnerships,  taxpayers  have 
just  won  a  skirmish  with  the  IRS.  But  watch  out:  The  IRS 
hasn't  waved  the  white  flag  and  has  some  ammo  left. 


BY  JANET  N0VACK 

THE  IRS  CAMPAIGN  AGAINST  FAMILY 
limited  partnerships  has  suffered  a 
striking  loss  in  court.  The  case  in- 
volved $1.5  million  worth  of  stocks  and 
Texas  ranchland  tucked  into  a  family 
partnership  by  one  Elsie  Church,  just  be- 
fore she  died  seven  years  ago.  A  federal 
district  court  judge  in  San  Antonio  ruled 
in  January  that  the  Church  holdings 
could  be  valued  at  less  than  half  that  for 
estate  tax  purposes. 

If  Church  heirs  Marshall  Miller  and 
Mary  Elsie  Newton  survive  a  possible  ap- 
peal by  the  Internal  Revenue  Service,  they 
won't  be  the  only  ones  rejoicing.  The  case 
will  be  a  godsend  to  estate  lawyers  who 
like  to  draft  complicated  documents. 
"The  IRS  is  like  the  Texans  defending  the 
Alamo,"  says  Laura  E.  Cunningham,  a 
Cardozo  School  of  Law  professor. 

It's  intriguing  that  the  Church  deci- 


sion took  place  where  Santa  Anna  de- 
feated the  Alamo's  defenders  in  1836. 
Before  you  hustle  to  enlist  in  the  seem- 
ingly victorious  partnership  army, 
though,  recall  what  happened  to  Santa 
Anna  when  he  got  cocky  after  his  vic- 
tory against  the  Texans. 

Although  it  has  lost  a  few  key  cases, 
the  IRS  still  loathes  family  partnerships 
and  remains  unrelenting  in  its  scrutiny 
of  them.  With  the  IRS  losing  on  the  law, 
it  will  train  its  guns  on  taxpayers  who 
make  sloppy  mistakes,  warns  S.  Stacy 
Easdand,  a  Houston  lawyer  who  has  de- 
fended partnerships.  "The  agents  are 
rolling  up  their  sleeves,"  he  says. 

How  is  it  possible  to  make  half  an  es- 
tate's taxable  value  disappear?  These  part- 
nerships shelter  all  manner  of  assets — 
stock,  real  estate,  cash — with  the  parents 
usually  remaining  in  control  as  general 
partners  while  giving  the  kids  assets  in  the 
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form  of  limited  partnership  units.  A  hy- 
pothetical outside  buyer,  since  he  couldn't 
control  asset  management  or  force  the 
partnership's  liquidation,  would  demand 
a  discount  from  the  underlying  value  of 
the  assets  in  the  partnership  (FORBES,  Oct. 
19, 1998).  For  the  Churches,  that  discount 
amounted  to  more  than  50%. 

You  can  make  a  good  case  for  re- 
pealing the  estate  tax  altogether,  but  as 
long  as  it's  on  the  books  it's  kind  of 
nutty  to  let  people  cut  it  in  half.  So 
don't  be  surprised  if  the  IRS  gets  a  sym- 
pathetic ear  from  some  judges  when 
taxpayers  give  them  a  legal  opening. 

Do  you  still  want  to  take  a  chance 
on  this  stunt?  Then  take  these  tips  from 
the  pros: 

Don't  tap  partnership  money  for  per- 
sonal uses.  Unless  you  treat  your  part- 
nership as  if  it's  real,  the  IRS  and  courts 
won't.  Consider  the  $1.6  million  part- 
nership set  up  by  Charles  Reichardt,  of 
Alamo  Heights,  Tex.,  and  his  two  chil- 
dren. In  March  U.S.  Tax  Court  Judge 
John  Colvin  slapped  it  with  a  more  than 


IRS  AUDIT  BAIT:  TAPPING  THE 
FAMILY  LIMITED  PARTNERSHIP 
FOR  YOUR  PERSONAL  USE. 
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$400,000  estate  tax  bill. 

Why?  Reichardt  used  partnership 
funds  to  pay  personal  expenses.  If  you 
need  cash,  you  must  first  distribute  it 
from  the  partnership  to  all  partners. 

Don't  set  up  a  partnership  on  the 
cheap— for  example,  by  using  one  of 
those  form  books  hawked  for  $2,000  or 
so  at  seminars  nationwide.  San  Antonio 
lawyer  Rex  Cruse,  who  represents  the 
Reichardts,  says  the  family  tried  to  cut 
costs  by  handling  the  accounting  and 
property  transfers  themselves.  The  result 
was  Dad's  unfortunate  handling  of  part- 
nership funds.  "Appearances  are  now 
very  important,"  he  says. 

Don't  wait  until  you're  on  your  deathbed 
to  set  up  a  partnership.  Congress  has  elim- 
inated most  of  the  old  restrictions  on 
gifts  made  in  anticipation  of  death.  Tell 
that  to  the  IRS.  In  the  San  Antonio  case, 
the  estate's  lawyer  Howard  Newton,  who 
was  Elsie  Church's  son-in-law,  says  the 
IRS  wouldn't  settle  because  it  was  "ob- 
sessed" with  the  fact  that  the  partnership 
was  created  just  two  days  before  her 
demise.  (The  judge  found 
this  irrelevant  and  coinci- 
dental: She  died  of  a  sud- 
den heart  attack) 

Do n  t  put  your  home  into 
a  partnership.  It  makes 
judges  skeptical  that  the 
partnership  was  really  set 
up  for  a  legitimate  business  purpose, 
other  than  just  saving  taxes. 

If  you  do  plunk  your  home  into  a 
partnership,  you  must  pay  rent.  (Rei- 
chardt didn't.)  And  the  house  will  no 
longer  qualify  for  the  $500,000  per  cou- 
ple exemption  from  capital  gains  taxes 
or  for  special  homestead  tax  breaks  some 
states  have.  There's  another  vehicle,  called 
a  Qualified  Personal  Residence  Trust, 
that's  usually  a  better  way  to  pass  on  your 
house  at  a  discount. 

Put  a  mix  of  assets  into  the  partnership. 
The  courts  haven't  yet  ruled  explicidy  on 
whether  a  partnership  containing  only 
publicly  traded  stocks  has  a  business  pur- 
pose, warns  lawyer  Newton.  Estate 
lawyers  report,  however,  that  IRS  audi- 
tors and  appeals  officers  are  allowing 
25%  to  45%  discounts  for  all-securities 
partnerships,  done  right. 


Don't  mix  partnerships  and  IRAS,  Troy, 
Mich,  lawyer  Randall  Denha  was  aghast 
recendy  to  hear  that  a  prospective  client, 
with  a  $15  million  net  worth,  had  put  his 
individual  retirement  account  into  his 
family  partnership.  (Yep.  The  man  had 
bought  a  forms  book  at  a  seminar.)  Such 
a  move  legally  terminates  the  IRA;  in- 
come taxes  on  the  whole  amount  in  the 
IRA  are  immediately  due. 

Don't  mix  a  partnership  with  an  offshore 
trust.  To  the  IRS,  offshore  entities  suggest 
wrongdoing.  El  Paso  orthodontist  Larry 
R.  Price  and  his  wife,  Norma,  put  $3.6 
million  of  assets  in  two  limited  partner- 
ships and  gave  partnership  units  to  a 
Cayman  Islands  trust,  claiming  a  56% 
discount.  Now  they're  fighting  an  IRS  bid 
to  collect  an  extra  $660,000  in  gift  taxes. 

Be  wary  of  how  you  mix  partnerships 
and  charity.  Some  lawyers  suggest  clients 
give  a  few  partnership  units  to  charity  to 
demonstrate  to  a  judge  that  the  family 
can't  liquidate  the  partnership  by  itself. 
Former  Pennzoil  president  Baine  Kerr 
used  this  strategy  in  a  partnership  up- 
held by  the  Tax  Court  in  December. 

But  a  different  ploy,  sometimes  called 
a  charitable  family  limited  partnership, 
is  much  dicier.  In  this  one,  the  taxpayer 
puts  hugely  appreciated  assets  in  a  part- 
nership and  donates  most  of  the  units  to 
charity.  The  assets  are  then  sold,  with 
most  of  the  taxable  gains  attributed  to 
the  tax-exempt  charity.  But  the  donor  re- 
tains management  control. 

Later,  when  the  charity  tires  of  the 
partnership's  minimal  payouts — re- 
member, the  donor  is  still  in  control — 
the  charity  sells  its  interests  back  to  the 
donor's  heirs  at  a  steep  discount  and 
with  the  capital  gains  laundered.  Talk 
about  audit  bait. 

Finally,  you  might  want  to  wait  and 
see  if  Congress  raises  the  estate-tax  ex- 
emption, now  $1.35  million  per  couple, 
and  scheduled  to  rise  to  $2  million  in 
2006.  Some  lawyers  figure  it  may  go  as 
high  as  $5  million  per  couple.  If  you're 
middle-aged,  you  have  time.  Why  go 
through  the  expense  (maybe  $10,000  to 
$20,000  in  lawyers'  fees)  and  bother 
now  of  creating  a  family  partnership? 
Not  to  mention  the  risk  of  an  IRS 
frontal  assault.  F 
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Bio  Technique 

Don't  invest  in  biotechs  that  dream  up  drugs,  says  Franklin 
Templeton's  Kurt  von  Emster.  Go  for  the  giants  that  sell  them. 


BY  MICHAEL  MAIELLO 

IT'S  A  LITTLE  LATE  TO  BUY  INHALE 
Therapeutics,  which  at  a  recent  $74 
is  up  887%  since  it  went  public  in 
May  1994  and  trades  at  30  times  trail- 
ing revenues.  The  company  has  no 
earnings.  But  you  can  still  make  money 
on  Inhale's  insulin  inhaler,  which,  if  it 
wins  Food  &  Drug  Administration  ap- 
proval (more  likely  than  not),  will  spare 
diabetics  endless  needle  injections.  Just 
buy  Pfizer  at  $35.  The  drug  Goliath  has 
an  exclusive  deal  to  sell  Inhale's  insulin 
product. 

The  big  drug  companies  are  cheaper 
and  safer  plays  than  the 
small  biotechs,  says  Kurt 
von  Emster,  portfolio  man- 
ager for  two  Franklin  Tem- 
pleton  mutual  funds, 
Global  Health  Care  and 
Biotechnology  Discovery. 

Most  of  the  big  boys 
have  partnership  agree- 
ments with  biotech  firms, 
which  lack  marketing  and 
distribution  power.  The 
large  companies  also  help 
fund  development  and 
testing  of  their  smaller 
brethren's  products. 

"Investors  and  venture 
capitalists  haven't  always 
wanted  to  put  up  the 
money,  but  the  pharma- 
ceuticals were  willing,"  says 
Von  Emster,  32.  Now  that 
investors  are  all  too  de- 
sirous of  putting  up  the 
capital  for  biotech,  the  ante 
is  high. 

Biotech  issues  are  up 
;  i.  4%  over  the  past    1  2 
ihs.  Meanwhile,  the 
lard  &  Poor's  Phar- 
maceutical     Companies 
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Index  is  down  20%.  The  14  large  phar- 
mas  in  the  index  have  combined  1999 
earnings  of  $27  billion  and  a  combined 
market  value  of  $863  billion,  or  32 
times  as  much.  The  350  U.S.  public 
biotech  companies  collectively  lost  $1.7 
billion  and  yet  trade  with  a  combined 
market  cap  of  $244  billion.  That 
biotech  market  cap  is  also  a  multiple  of 
1.3  times  the  350  companies'  combined 
revenues. 

Biotech  pure  plays  are  risk  incar- 
nate. Invest  in  an  Inhale  Therapeutics 
and  you  may  make  163%  in  three 
months.  Or  you  could  see  your  invest- 


ment fall  41%  in  two  weeks.  Inhale's  in- 
vestors took  that  hit  in  March. 

Owning  a  basket  of  biotech  stocks 
scarcely  eliminates  the  risk,  since  the 
whole  sector  lurches  up  and  down  like 
the  moods  of  a  manic-depressive.  The 
last  dip  was  in  1996  and  1997,  and  Von 
Emster  expects  the  current  euphoria  to 
fade  later  this  year. 

But  the  big  pharmas  have  a  much 
more  solid  foundation  to  work  from.  If 
one  drug  fails,  they  have  plenty  of  oth- 
ers. And  their  market  performance  has 
shown  double-digit  returns  for  years. 
Von  Emster  looks  at  their  slump  since 
last  year — largely  brought  on  by  (un- 
founded) fears  that  their  new-products 
pipelines  were  running  dry  and  that  Bill 
Clinton  would  get  the  authority  to  con- 
trol drug  prices — as  an  overreaction. 

Schering-Plough  has  a  whole  roster 
of  other  drugs,  not  to  mention  con- 
sumer products  like  Dr.  Scholl's  Fun- 


I    :  r 


1J 


f 


You  Are  Here 


And  that's  at  the  Telecom  Investor  Forum.  It  puts  you  in  the  center  of  today's  fast-moving,  shifting  winds  of 
change.  So  you  can  track,  the  direction  of  communication  industry  transformations. 

Our  second  annual  Forum  is  no  "ivory  tower"  Wall  Street  seminar  where  you've  heard  it  all  before  Concurrent 
with  SUPERCOMM?  the  Telecom  Investor  Forum  brings  nearly  60  top-level  leaders  of  pre-IPO  and  public  companies 
face-to-face  with  senior  analysts,  institutional  investors,  VCs  and  financial  press.  So  you  can  evaluate  announcements, 
forecasts  and  innovations  firsthand.  Unlike  road  shows  or  analyst  reports,  the 
Forum  puts  you  directly  in  touch  with  hundreds  of  key  players  and  technologies. 

Instead  of  being  caught  by  the  gusts,  fly  into  the  eye  of  the  storm.  Go  to  the 
Telecom  Investor  Forum  at  SUPERCOMM  2000,  June  6-8,  Georgia  World 
Congress  Center,  Atlanta,  Georgia.  Register  today  at  www.telecominvestor.com 
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Industry  partners: 


Research  partner: 
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Telecom  Investqr  Forum  is  presented  at  SUPERCOMM,  the  premier  annual  communications  and  information  technology  exhibition  and  conference. 
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■m/v  far  generations  of  money  management  experience.  Because  enjoying  life  is  what  life  is  real!) 
e  information,  including  a  discussion  of  risk  considerations,  charges  and  expenses  for  any  Van  Kampen  investment  product,  contact  your  financial  advisor 
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\l  about.  Call  jour  financial  advisor  or  I-800-231-2808.  www.vankampen.com 


Jse  read  the  prospectus  carefully  before  investing  or  sending  money.  Distributed  by  Van  Kampen  Funds  Inc.  i  2000  Van  Kampen  Funds  Inc. 
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^Piggybacked  Biotechs 


The  drugs  being  produced  by  biotech  firms  are 
whose  stock  is  cheaper,  will  share  the  profits. 

Company                               Price             EPS 

either  new  on  the  market  or  are  in  the  late  testing  stages 
Biotech  ally                     Drugs 

Pharmaceuticals, 
Price                  EPS 

Abbott  Laboratories 

$33 

$1.57 

Medlmmune 

Synagis  (respiratory  infection) 

$161 

$0.98 

American  Home  Products 

52 

1.69 

Immunex1 

Enbrel  (arthritis) 

150 

0.25 

Bristol-Myers  Squibb 

52 

2.06 

Progenies 

Melanoma  vaccine  (skin  cancer) 

64 

-0.13 

Pfizer 

35 

0.87 

Inhale  Therapeutics 

Powdered  insulin  (diabetes) 

74 

-1.70 

Schering-Plough 

37 

1.42 

Sepracor 

Claritin  (allergies) 

86 

-2.75 

Prices  as  of  Mar  20.  'American  Home  Products 

owns  53%  of  Immunex.  Sources:  Companies. 

gal  Nail  Revitalizer.  Schering  obviously 
won't  go  under  if  one  drug  flops,  but  it 
can  still  profit  from  biotechnology  in  a 
big  way.  Biogen's  Intron  A,  a  hepatitis 
medication  that  came  to  market  last 
year,  accounted  for  12%  of  Schering's 
1999  sales  of  $9.2  billion. 

The  happy  fact  is  that  a  bunch  of 
biotech  drugs  with  favorable  prospects 
have  recently  come  online,  or  are  about 
to.  Von  Emster  believes  that  those  in 
the  final  stage  of  FDA-mandated  clinical 
trials,  such  as  the  insulin  inhaler,  are 
good  bets  to  gain  approval.  The  inhaler 
doesn't  duplicate  any  other  product,  he 
says — a  big  advantage  for  an  applicant. 

By  the  same  token,  Von  Emster  is 
excited  about  Bristol-Myers  Squibb's 
prospects  for  selling  a  vaccine  to  pre- 
vent the  recurrence  of  skin  cancer,  an 
ailment  that  has  shown  an  alarming  in- 
crease. This  medicine  is 
good  news  for  sun  wor- 
shippers if  it  survives 
final  FDA  trials,  now 
under  way.  Approval 
could  come  as  soon  as 
2001.  The  vaccine  was 
created  by  Progenies, 
whose  hot  stock  is  up 
28%  so  far  this  year. 

Abbott  laborato- 
ries is  another  bargain 
with  a  biotech  secret 
weapon:  12%  of  its 
$2.4  billion  pharma- 
ceutical sales  last  year  came  from  Med- 
Immune's  Synagis,  a  new  drug  that 
treats  respiratory  infections.  Abbott 
abs  trades  tor  21  times  trailing  earn- 
4edl  mine,  at  a  recent 
$101,  is  priced  at  H  I  times  earnings. 
Quite  a  difference. 
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Another  plus  for  Schering  is  its  con- 
tract with  biotech  firm  Sepracor  to 
fashion  an  improved  version  of  the 
popular  allergy-fighter  Claritin.  Son  of 
Claritin — which  is  pending  final  ap- 
proval by  the  FDA  and  is  expected  to  be 
ready  for  launch  in  this  year's  fourth 
quarter — should  help  sales  even  more, 
but  it  has  an  additional  benefit.  The 
original  Claritin  enters  the  public  do- 
main as  early  as  2002,  so  its  offspring's 
patent  protection  will  keep  sweet 
exclusivity  rolling  for  14  more  years 
after  that. 

Pfizer,  says  Von  Emster,  is  a  good 
buy  apart  from  its  alliance  with  Inhale 
Therapeutics.  Pfizer's  pending  acquisi- 
tion of  Warner-Lambert  will  produce 
the  world's  largest  drug  company.  And 
Pfizer,  trading  at  41  times  trailing  earn- 
ings, will  emerge  loaded  with  biotech 
assets.  Warner's  biotech 
subsidiary,  Agouron 
Labs,  sold  $529  million 
of  its  Viracept  AIDS 
drug  in  1999. 

An  intense  personal 
experience  drove  home 
to  Von  Emster  the  in- 
creasing promise  of 
biotech.  Last  year 
biotech  drugs  saved  his 
newborn  son's  life.  A 
still-unidentified  birth 
defect  caused  Michael 
von  Emster  to  stop 
growing  in  the  womb  at  24  weeks. 

Michael  was  born  eight  weeks  early, 
weighing  one  and  a  half  pounds.  His 
twin  brother,  Konnor,  was  also  born 
prematurely,  at  four  pounds,  but  stan- 
dard treatment  was  sufficient  to  keep 
him  alive. 


BIOTECH  PURE 
PLAYS  ARE  RISK 
INCARNATE. 
THE  COMPANY'S 
DRUG  MAY  FAIL 
FDA  TRIALS 
AND  GO  SPLAT. 


Michael,  though,  was  given  a  10% 
chance  of  survival.  Doctors  treated  him 
with  Amgen's  Epogen  to  stimulate 
growth  in  his  red  blood  cells  and  Med- 
Immune's  Synagis  to  prevent  respira- 
tory infection.  He  started  to  grow  nor- 
mally after  four  months  and  now  is  a 
healthy — if  small — 16-month-old 
weighing  13  pounds. 

The  drugs  that  saved  Michael's  life 
became  available  just  before  they  were 
needed.  "The  doctors  told  us  that 
Michael  would  not  be  alive  today  if  he 
were  born  three  months  earlier,"  his  fa- 
ther says. 

Von  Emster  joined  Franklin  in  1989 
after  a  stint  acquiring  chemicals  for 
California  Marine  Science  Agency  re- 
searchers. When  he  landed  the  biotech 
fund  eight  years  later,  he  began  his 
search  for  tomorrow's  wonder  drugs 
among  the  biotech  wilderness.  His 
methods  of  gathering  industry  intelli- 
gence include  quizzing  doctors  and 
nurses,  who  are  obviously  on  the 
front  lines. 

Von  Emster  has  had  a  good  run 
with  the  biotech  fund  (up  98%  in  1999 
and  another  96%  so  far  this  year).  He 
has  also  managed  the  more  general 
health  care  fund  since  1993 — it  is 
weighted  40%  in  pharmaceuticals,  with 
another  25%  in  biotechs.  That  fund  lost 
0.7%  last  year,  but  has  bounced  back  in 
2000  with  a  respectable  increase 
of  35%. 

We  aren't  crazy  about  the  maxi- 
mum 5.75%  sales  loads  both  funds 
charge  or  their  lofty  expense  ratios: 
1.5%  for  biotech,  and  up  to  2.1%  for 
health  care.  But  based  on  his  perfor- 
mance, Von  Emster's  picks  are  worth 
listening  to.  F 
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Some  meetings  are  educational. 
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This  one  can  get  a  kid  into  college. 

Lots  of  events  in  life  are  learning  experiences.  But  they  don't  supply  what  it  takes  to  get  into  college. 
Meeting  with  one  of  our  agents,  however,  can  help  you  provide  for  your  child's  higher  education- 
no  matter  what  happens  to  you.  Northwestern  Mutual  Life  has  always  received  the  highest  ratings  for 
financial  strength  and  security  from  Standard  &  Poor's,  Moody's,  A.M.  Best,  and  Duff  &  Phelps.  It  could 
be  the  smartest  move  you  ever  make  in  looking  after  your  child's  future. 
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:  1 999  The  Northwestern  Mutual  Ue  Insurance  Co..  Milwaukee.  Wl    www.northwesternmutual.eom/plannir.g/analysis.html 


MONEY&INVESTING 


EQUITIES 


The  New  Scrip 

New  Economy  companies  have  been  paying  their  outside 
contractors  with  stock  and  options.  That's  great,  as  long  as 
they're  market  winners.  But  what  happens  if  they  aren't? 


BY  JOSEPHINE  LEE 

BERT  HENSLEY,  CHIEF  EXECUTIVE  OF 
Beverly  Hills  executive  search  firm 
Morgan  Samuels,  had  an  Internet 
client  planning  an  initial  public  offer- 
ing. Since  cash  was  a  little  short,  the 
dot.com  convinced  him  to  accept  50% 
of  his  $200,000  fee  in  its  stock.  After  all, 
he  figured,  the  shares  would  return 
many  times  their  value  once  the  market 
gobbled  them  up.  Didn't  other  search 
firms  boast  of  making  tens  of  millions 
on  their  equity  kickers? 

Alas,  six  months  later,  in  mid- 1999, 
Hensley's  client  was  on  the  verge  of  col- 
lapse. Another  company  bought  it  at 
bargain-basement  prices.  Hensley,  left 
out  of  the  negotiations,  could  only 
watch  helplessly.  He  got  nothing  for  his 
shares. 

Hopes  of  instant  riches  are  spurring 
contractors,  vendors  and  landlords  to 
accept  equity  as  payment  from  pre- 
offering  Internet  startups.  "This  is  Cali- 
fornia's second  gold  rush  and  every- 
body wants  a  piece  of  the  action,"  says 
one  ol  them,  Robert  Sommers,  a  San 
Francisco  tax  attorney.  But  our  mod- 
ern-day prospectors  are  finding  them- 
selves loaded  with  a  lot  more  risk  than 
they  bargained  for.  , 

Taxes  on  paper  gains,  for  one  thing. 
Take  Anthony  Saris,  head  of  San  Fran- 
cisco financial  consultancy  CFO  Land. 
In  February  1999  Saris  discounted  his 
fees  to  his  client,  Docunet,  by  50%,  or 
$50,000,  in  exchange  for  15,000  shares. 
Today  Docunet  is  still  a  year  from  a 
stock  offering,  and  Saris  faces  a  hefty 
$20,000  tax  bill  on  the  value  of  his 

Henov  ishes  he  had  accepted  less 
ol  liis  payment  as  equity.  This  is  not 

and  the  pitf.ilK  •       pit  to 


scare  most  people,"  says  Saris,  who 
has  been  paid  in  stock  by  ten  Net 
startups. 

Of  course,  as  preoffering  stockhold- 
ers, receivers  of  this  New  Economy 
scrip  aren't  home  free  once — and  if — 
an  offering  finally  happens.  They  still 
must  deal  with  the  lockup  period.  That 
makes  them  wait  six  months  or  so  after 
the  offering  until  they  can  sell  their 
shares. 

Ask  Christine  Hempel  and  Donna 
Sokolsky,  partners  in  a  Palo  Alto,  Calif, 
public  relations  agency  called  Spark  PR. 
The  stock  options  they  took  from  client 
VA  Linux  were  quickly  in  the  money,  and 


much  cold  water  on  these  hot  stocks, 
we'd  offer  the  following  advice  to  peo- 
ple contemplating  payment  in  paper: 

Stock  is  the  best.  Especially  if  you 
want  to  cash  out  soonest.  With  options, 
you  have  to  hope  that  your  stock  ex- 
ceeds the  exercise  price  by  the  time  the 
lockup  expires. 

Should  you  want  to  hold  on  for  a 
while  before  selling,  because  the  stock  is 
headed  for  the  stars,  stock  also  is  supe- 
rior. Reason:  You  must  wait  a  year  to  be 
eligible  for  lower  (20%)  capital  gains 


SOME  ARE  FINDING  THEMSELVES  LOADED  WITH 
A  LOT  MORE  RISK  THAN  THEY  BARGAINED  FOR. 


they  exercised  in  November.  But  the 
lockup  period  will  not  have  ended  by 
Apr.  1 5,  and  they  owe  $  1 00,000  in  taxes. 

So  they  are  dipping  into  their  sav- 
ings to  pay  the  Internal  Revenue  Ser- 
\  ice.  And  hoping  that,  when  the  lockup 
ends  in  June,  VA  Linux  will  still  be  a 
highflier,  enabling  them  to  sell  and 
come  out  whole.  But  note  that  if  the 
stock  crashes  to  zero,  they  won't  get  a 
refund  of  the  $100,000  tax  bill.  They 
will  wind  up  with  a  capital-loss  carry- 
forward, which  could  take  them  years 
to  absorb.  "We  try  not  to  look  at  the 
market  too  often,  it  just  makes  us  ner- 
vous," says  Hempel. 

They've  got  another  problem.  A 
lawyer  warned  them  not  to  be  share- 
holders in  a  firm  they  are  publicizing, 
lest  they  be  accused  of  hyping  the  stock. 
So  Hempel  and  Sokolsky  dropped  VA 
Linux  as  a  client. 

Without  wanting  to   throw  too 


treatment.  With  options,  that  year 
doesn't  start  ticking  until  you  exercise. 

Stock  options:  Get  more.  If  you  take 
options,  says  attorney  Sommers,  ask  for 
two  to  three  times  the  amount  you 
would  have  taken  in  common  stock. 

Stock  with  restrictions:  File  quickly. 
Say  you  get  chunks  of  common  that 
don't  vest  until  you  meet  performance 
objectives.  Once  you  are  awarded  the 
restricted  shares,  file  an  83(b)  election 
with  the  IRS  within  30  days.  The  then- 
value  of  your  stock  award  will  be  tax- 
able as  ordinary  income,  but  further 
gains  qualify  for  the  20%  capital  gains 
rate  if  you  hold  for  another  year. 

Don't  be  a  second-class  citizen.  Make 
sure  your  shares  have  the  same  treat- 
ment as  the  startup's  key  officers'.  If 
they  get  Class  A  shares,  don't  settle  for 
Class  B.  Should  you  be  sitting  on  the 
next  Yahoo  and  want  to  stay,  you  will 
have  a  bigger  voice  in  the  company.    F 
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Good  Things  in 
Small  Packages 

The  Nasdaq  Index  sells  at  80  times  estimated 
year  2000  earnings,  but  some  of  the 
stocks  sell  for  a  tenth  of  that. 


BY  ROBERT  J.  SHERWOOD 

THE  VOLATILE  NASDAQ  COMPOSITE 
Index  has  more  than  doubled 
over  the  latest  12  months  and 
now  trades  at  134  times  trailing  earn- 
ings, according  to  IBES  International. 
But  you'd  scarcely  know,  from  all  the 
headlines  about  highfliers  like 
Amazon.com  and  Human  Genome 
Sciences,  that  the  Nasdaq  is  also  home 
to  some  not  very  high-tech  outfits  that 
can  be  had  for  8  to  12  times  expected 
earnings  and  only  a  slightly  higher 
multiple  of  trailing  earnings. 

William  Nasgovitz,  president  of 
Heardand  Advisors  in  Milwaukee,  trolls 
the  stock  market  for  smallish  companies 
with  very  small  valuations.  That  means 
companies  whose  market  caps  are  low 
multiples  of  their  earnings,  cash  flow  (in 
the  sense  of  net  income  plus  deprecia- 
tion), debt  and/or  shareholders'  equity. 
The  investing  style  is  close  to  that  of 
Ben  Graham — and,  of  late,  rather  out  of 
step  with  the  times.  But  Heartland's 
$2.7  billion  of  assets  under  manage- 
ment (over  half  of  it  in  retail  mutual 
funds)  says  that  some  customers  don't 
think  Amazonian  stocks  will  dominate 
the  performance  charts  forever. 

Here's  one  example  of  a  successful 
Heartland  pick:  As  of  Feb.  16  Nas- 
govitz held  a  S23  million  stake  in 
Cherry  Corp.,  a  midwestcrn  manufac- 
turer of  automotive  electronics.  This 
firm  has  gained  50%  year  to  date.  In 
late  [anuary  the  company  hired  Bank 
of  America  Securities  to  explore  the 
sale  of  its  semiconductor  unit.  Early  in 
ch  Cherry  announced  that  this 
ion  would  be  sold  for  $250  mil- 
lion Holding  Corp. 
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Nasgovitz  tells  us  that  he  may  get 
back  into  slacksmaker  Haggar,  which 
he  owned  in  1999.  Haggar  is  the  quin- 
tessential dull  stock — it  hasn't  sold  for 
more  than  $20  a  share  since  1995.  But, 
boy,  is  it  cheap.  Its  enterprise  value  is 
only  3.5  times  operating  income.  We 
calculate  enterprise  value  by  adding  in- 
terest-bearing debt  and  the  liquidation 
value  of  preferred  stock  to  the  market 
value  of  common  shares,  and  then  sub- 
tract cash  and  equivalents.  This,  in  ef- 
fect, is  what  it  would  cost  you  to  own 
the  business  free  and  clear.  Operating 
income  is  profits  before  depreciation, 
interest  and  taxes.  Note  that  the  average 
S&P  500  company  has  an  enterprise 
value  14  times  operating  income. 

It  N  Pharmaceuticals,  which  makes 
antivirals  and  other  kinds  of  drugs,  is 


more  expensive,  with  an  enterprise 
multiple  of  10.6.  But  that's  darn  cheap 
for  a  drug  company.  Heartland  controls 
6%  of  the  company. 

Nasgovitz  has  a  $30  million  stake  in 
Henry  Schein,  a  dental  supply  distribu- 
tor whose  balance  sheet  took  a  hit  after 
a  string  of  acquisitions  last  year.  Nas- 1 
govitz  thinks  the  company  could  return 
to  its  preacquisition  high  of  $35  once  it 
gets  past  its  growing  pains.  At  a  recent. 
$15  the  stock  sells  for  9.6  times  esti- 
mated 2000  profits. 

Our  table  is  a  mix  of  stocks  that 
Heartland  Advisors  owns  and  similar 
stocks  we've  turned  up  on  our  computer 
screens  for  stocks  with  low  P/Es,  low  en- 
terprise multiples  and  other  quality 
measures.  For  more  of  the  latter,  see  the 
list  at  forbes.com/forbes/00/04/17.     F 


Wall  Street's  Outcasts 

Small,  profitable  companies  aren't  too  popular  th( 
in  a  hurry.  By  traditional  fundamental  ratios,  the  t 

ENTERPRISE 

jse  days,  but  that  could  change 
en  stocks  below  look  cheap. 

Recent         2000 
price         est  P/E         Yield 

Company/business 

value1 

(Smil)      multiple2 

Albemarle/chemicals 

$910            4.1 

$17.25            9.8 

2.6% 

Burlington  Coat  Factory/apparel  stores 

589           4.7 

13.31           7.9 

0.2 

Detroit  Diesel/auto  parts 

508           3.8 

17.38            8.8 

2.9 

Elxsi/restaurants 

65           5.1 

13.13           85 

0.0 

Haggar/apparel 

119           3.5 

13.81           9.9 

1.4 

ICN  Pharmaceuticals/drugs 

2.253          10.6 

23.06         13.3 

1.2 

Neiman  Marcus/department  stores 

1.456            5.0 

23.50           9.2 

0.0 

Pitt-Des  Moines/buildmg  materials 

168            3.5 

23.13           6.5 

3.5 

Henry  Schein/dental  supplies 

942           5.9 

15.44           9.6 

0.0 

Steeicase/office  furniture 

2.053            4.7 

11.19           8.5 

3.9 

The  sum  of  market  value  of  common,  all  debt 
Enterprise  value  divided  by  operating  income 

and  liquidation  value  of  ( 
Source:  K 

referred  stock,  minus  cash  and  equivalents, 
farkef  Guide  via  FactSet  Research  Systems 
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Monterrey 


Mexico 


A  Country  United  for  Growth  and  Stability 

Mexico's  prospects  have  risen  to  a  new  high  as  the  conditions  for  an  exceptional 
blend  of  political  stability  and  economic  recovery  grow  stronger.  In  this  election  year, 
President  Ernesto  Zedillo  is  heading  off  the  cyclical  financial  crisis  that  has  marred 
each  presidential  transition.  Equally  important,  the  leading  presidential  candidates 
support  the  structural  reforms  that  have  transformed  Mexico.  The  result  has  been 
a  balm  for  investor  confidence  at  a  time  that  traditionally  sparks  jitters. 


Central  to  Mexico's  buoyancy  is  its  deepening  trade  ties  with  the  U.S.:  Some  85% 
of  exports  are  sent  to  its  NAFTA  partner.  In  addition,  the  rebound  of  world  oil  prices 
has  buttressed  Mexico's  finances.  Other  favorable  indicators  include  a  decline  in 

CO 

i  inflation,  now  at  9%  to  10%,  exchange  rate  stability  and  foreign  direct  investment  of 
1  about  $13  billion.  With  growth  set  to  reach  about  4.7%,  Mexico  will  be  among  the 
d  fastest-growing  Latin  American  countries  in  the  year  2000. 
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Fomento  Economico  Mexicano  S.A.  de  C.V.  (FEMSA)  had  a  landmark  yea 


Sfi 


in  1999.  The  company  recorded  solid  revenue  growth  in  its  core  businesses 


nsive 


ging: 


the  Arri' 


Convenience  Store'  ooer- 


ts  $4.1  billion  in  consolidated  total 
sales  is  a  4.8%  increase  over  1998  fig- 
ures. Furthermore,  the  company  expe- 
rienced a  substantial  improvement  in 
profitability,  reflected  in  its  operating 
margin  of  15.6%  of  consolidated  total 
revenues,  an  expansion  of  1.4  percent- 
age points  over  1998. 

FEMSA  has  been  positioning  itself  as 
Latin  America's  largest  beverage  company. 
Its  core  businesses  include  FEMSA 
Cerveza,  which  produces  such  renowned 
|  brands  as  Carta  Blanca,  Tecate,  Superior, 
XX  Lager  and  Sol,  and  Coca-Cola  FEMSA, 
which  is  an  "anchor  bottler"  for  the  Coca- 
Cola  Company  in  Latin  America  and  pro- 
vides a  variety  of  popular  soft  drinks. 
FEMSA  is  strategically  integrated  through 
the  recently  formed  Strategic  Businesses 
Division  that  includes  FEMSA  Empaques, 
FEMSA  Comercio  and  FEMSA  Logfstica. 

Jose  Antonio  Fernandez,  FEMSA's  chief 
executive  officer,  states  that  the  company's 
strong  showing  in  1999  reflects  the  strength 
of  its  brands  and  franchises.  Consumers  are 
becoming  increasingly  familiar  with  the  com- 
pany's brands,  and  more  investors  are 
becoming  acquainted  with  Latin  America's 
largest  beverage  producer.  Recent  years 
have  seen  an  increased  leverage  of  the  com- 
pany's capacities  abroad,  as  well  as  growth 
in  exports  around  the  world.  In  1999, 
exports  to  the  U.S.  and  Canada,  for  exam- 
ple, rose  19%  against  year-earlier  figures. 
FEMSA  has  the  commitment  to  deliver 


the  best  products  at  competitive  prices  witt 
an  overall  focus  on  growth  and  profitability 
by  fostering  the  best  operating  practice; 
across  the  board  in  the  process  of  creating 
shareholder  value. 

Pivotal  to  all  of  this  have  been  the  con 
competencies  that  set  each  of  FEMSA' 
companies  apart  from  their  competitors 
world-class  manufacturing  capabilities  tha 
allow  for  aggressive  competition,  a  solic 
logistics  and  distribution  network  and  < 
consummated  brand-management  practice 
leading  to  strategic  positioning  for  all  it: 
products.  In  addition,  talent,  years  of  expe 
rience  and  the  commitment  brought  by  it 
more  than  40,000-strong  workforce  havi 
allowed  FEMSA  to  develop  a  unique  unde1 
standing  of  its  consumers  and  markets. 

FEMSA  thus  proceeds  in  its  endeav 
to  develop  and  share  knowledge  betwee 
its  companies  and  its  strategic  partners 

With  the  aim  of  doubling  its  value  ever 
five  years,  FEMSA  has  turned  operating  eft 
ciencies  and  financial  performance  into  ke 
drivers  through  the  concept  of  Economi 
Value  Added,  and  it  continues  upgrading  it 
plants,  improving  its  distribution  channel 
and  boosting  its  output  capacity. 

FEMSA  believes  that  a  focused  am 
aggressive,  but  disciplined,  growth  can  onl 
unfold  if  it  selects  market  opportunitie 
wisely,  approaches  them  within  the  framt 
work  of  its  corporate  vision  and  builds  a 
organization  at  the  forefront  of  change  i 
the  beverage  industry. 
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As  a  beverage  company  from  beer  to  soft  drinks,  with  a  strategic  integration 
into  packaging,  convenience  stores  and  logistics,  FEMSA  offers  its  investors 
the  benefits  and  synergy  of  the  leading  business  divisions  that  make  up 
our  organization.  Our  permanent  goal  is  having  and  maintaining  the  right 
elements  to  guarantee  the  success  you  expect  from  a  solid,  competitive 
company  with  a  clear  direction  for  business. 


hirsty?  we  are  always  around 
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'ecting  a  telecommunications  partner  is  a  strategic  decision  for  your  coi 


Mexico,  the  right  choice  for  most  international  companies  is  Telmi 


The   Right   Partners  hi 


Our  international  business  cus- 
tomers deserve  world-class  ser- 
vice, a  single  point  of  contact, 
customized  service  plans,  service 
reliance  and  a  long-term  relationship. 
These  qualities  are  our  strengths. 

Our  clients  recognize  Telmex's  leader- 
ship. That  is  why  most  of  the  interna- 
tional companies  operating  in  Mexico  rely 
on  Telmex  as  their  telecommunications 
partner.  Our  technology  and  total  focus 
on  the  customer's  attitude  allow  us  to 
fulfill  their  specific  needs  and  deliver  inte- 
grated solutions. 

Our  LADA  long-distance  and  UNINET 
data  networks  currently  operate  with  the 
highest  international  quality  and  reliabil- 
ity standards.  TELCEL,  our  wireless  divi- 
sion, is  upgrading  its  network  with  an 
investment  of  US$1.7  billion  in  2000 
to  handle  the  mobile  needs  of  our 
customers. 

Furthermore,  Telmex  is  the  only  telecom- 


munications company  in  Mexico  that: 

■  Offers  a  full  range  of  voice,  data  an 
image  telecommunications  services 

■  Has  diverse  means  of  access  to  it! 
network,  integrating  wireline  and  win 
less  last-mile  solutions 

■  Delivers  integrated  network  engineerin 
and  advanced  technology  implemer 
tation  services 

■  Has  a  fully  digital  long-distance  networ 

■  Assists  corporate  customers  locall; 
due  to  its  coverage  throughout  th 
country 

■  Was  first  to  offer  NGN  services 
Mexico. 

Telmex  is  strategically  prepared  to  sui 
port  the  needs  of  your  business  in  today 
digital  era.  Our  commitment  is  to  provid 
the  backbone  to  make  telecommunici 
tions  in  Mexico  work  for  you.  So  seled 
the  right  partner  to  support  your  telecor 
munications  needs  in  Mexico.  Telmex 
the  right  partnership. 


Reliable 

answers 

continued 


The  new  millennium  offers  a 
wide  range  of  opportunities,  but  it  poses 
new  challenges.  As  the  international 
markets  become  more  demanding 
and  competitive,  your  business  will 
depend  on  better  service  and  immediate 
customer  response  in  order  to  survive. 

To  successfully  meet  these 
challenges,  Telmex  SI 
offers  the  most  advanced 
telecommunications  technology 
in  the  world.  Our  voice,  data  and 
video  solutions  in  addition  to 
complete  coverage  and  reliable 
service  will  optimize  the  productive 

processes  of  your  company 
to  help  you  achieve  continued  success 


Confirm  why  Telmex  SI 

is  the  leader  in  the  technological 
transformation  of  Mexico 


www.telmexsi.com.mx 


TELMEX 
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Founded  in  1906,  CEMEX  S.A.  de  C.V.  is  one  of  the  three  largest  c 


companies  in  the  world  with  65  million  metric  tons  of  production  ca 


E  M  E  X     Results  Surpass  Expectatio 


Through  operating  subsidiaries  on 
four  different  continents,  CEMEX  is 
engaged  in  the  production,  distrib- 
ution, marketing  and  sale  of  cement, 
ready-mix  concrete,  aggregates  and  clink- 
er. The  company  is  the  world's  leading 
producer  of  white  cement  and  the  world's 
largest  trader  of  cement  and  clinker. 

Net  sales  for  the  fourth  quarter  of 
1999  were  US$1,237  billion,  13%  higher 
in  dollar  terms  versus  the  fourth  quarter 
of  1998.  EBITDA  totaled  US$440  million 
during  the  fourth  quarter,  a  15%  increase 
compared  with  the  same  period  of  1998. 

For  the  year  ended  December  31, 
1999,  net  sales  reached  US$4,828 
billion,  up  12%  in  dollar  terms  versus 
1998,  while  EBITDA  rose  21%  to 
US$1,791  billion. 

CEMEX's  consolidated  free  cash  flow 
for  the  fourth  quarter  of  1999  was 
US$171  million,  8%  lower  than  a  year 
ago.  For  full-year  1999,  free  cash  flow 


was  US$860  million,  up  54%  from  199 
Operating  income  for  the  fourth  qu 
ter  of  1999  rose  13%  in  dollar  terms 
US$339  million.  The  operating  marg 
was  27.4%  for  the  quarter,  compar 
with  27.5%  for  the  same  period  of  199 
For  the  full  year,  operating  income  gr 
22%,  measured  in  dollars,  to  US$1.4: 
billion. 

CEMEX's  majority  net  income  during  t 
fourth  quarter  decreased  50%  in  doll 
terms  to  US$165  million  (US$0.65  p| 
CPO  ADS).  Majority  net  income  for  19 
was  US$973  million  (US$3.90  per  CI 
ADS),  up  21%  from  1998. 

On  a  worldwide  basis,  CEMEX's  cc 
solidated  cement  volumes  for  the  foui 
quarter  were  16%  higher  in  relation  to 
same  quarter  of  1998,  while  ready-n 
volumes  declined  1%.  For  full-year  19£ 
cement  volumes  increased  10%  co 
pared  with  1998,  and  ready-mix  volum 
were  5%  lower. 


When  they  build  here,  they'll  use  our  cement 
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As  a  leader  in  the  global  cement  industry, 
CEMEX  is  helping  to  build  the  world's  most 
innovative  projects.  Helping  with  an  advanced 
fleet  of  trucks  equipped  with  dashboard  computers 
and  global-positioning  satellite  technology  which 
can  deliver  to  building  sites  more  efficiently. 
Helping  with  a  35,000  metric-ton  floating  silo 
which  can  store  and  supply  cement  wherever  our 
customers  need  it.  Helping  because  we  can — as 
the  largest  trader  and  most  efficient  producer  of 
cement  on  Earth.  CEMEX  is  helping  because 
where  else  would  an  expanding  world  turn  when 
it's  time  to  build?  To  learn  more  about  CEMEX, 
visit  our  website  at  www.cemex.com. 


Cement  for  your  world. 


emento      Bayano      •      Cemento      Diamante      •      Cemento      Maya      •      Cemento      Monterrey 
emento    Samper    •    Cemento   Titan    •    Cemento   Tolteca    •    Island    Cement   •    Raff   •    Rigas    •   Vencemos 


Nacional  Financiers  (NAFIN),  a  national  credit  and  development  banking  insti 
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tution,  has  adapted  to  the  needs  of  Mexico  and  the  international  environmerr 


NAFIN,  founded  on  July  2,  1934, 
changed  from  a  corporation  into  a 
national  credit  institution  on  July 
13,  1986,  and  has  played  a  basic  role 
within  Mexico's  economic  and  social 
development,  particularly  as  an  industrial 
development  promoter.  It  has  also  par- 
ticipated actively  in  the  creation  of  a  pro- 
ductive infrastructure,  the  strengthening 
of  the  financial  system  and  the  consoli- 
dation of  the  stock  market. 

NAFIN's  main  responsibility  is  to  support 
business  modernization.  It  promotes  and 
finances  regional  development,  establish- 
ment of  the  productive  supply  chains,  incor- 
poration of  state-of-the-art  technology,  devel- 
opment of  technical  assistance,  rescuing 
and  strengthening  of  productive  plants,  as 
well  as  training  and  information.  NAFIN  par- 
ticipates in  venture  capital  projects,  strate- 
gic alliances  and  joint  investments;  con- 
tributes to  the  healthy  development  of  the 
stock  market;  carries  out  international 
financial  activities  and  the  channeling  of  for- 
eign investment;  and  functions  as  the  finan- 
cial agent  of  the  federal  government. 

The  core  objective  of  NAFIN  is  to  support 
micro,  small  and  medium-size  companies, 
especially  those  from  the  manufacturing 
sector.  Within  the  municipalities  with  minor 
relative  development,  it  also  extends  its 
support  to  the  commercial  and  service  sec- 
tors. NAFIN's  presence  in  the  international 
financial  markets  has  given  it  the  opportu- 
nity to  operate  the  majority  of  the  instru- 
ments handled  within  them  and  offers  a 
varied  range  of  products  to  satisfy  its 
unancial  needs.  ■ 
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nacional  financiera 

The  Industrial 
Development 

Bank  of  Mexico 

Since  1934,  Nacional  Financiera  (NAFIN)  has  been  the 

instrument  of  the  Mexican  Government  for  the  development 

of  Mexico's  industry.  With  a  strong  capital  base  and  a 

sovereign  Mexican  credit  rating,  Nafin  is  the  choice 

contact  of  major  institutions  wishing  to  do  business  in 

Mexico  in  areas  such  as: 


•  Financial  Engineering 

•  Stock  Market 

•  Fixed  Income  Securities 

•  Foreign  Direct  Invest  nun  t 

•  Partial  Guaranties 


•  Joint  Ventures 

•  Strategic  Alliances 

•  Trade  Finance 

•  Long  Term  Financing 

•  Foreign  Exchange  Operations 


London  Branch 

Tel.  (44171)417-0016 
Fax.  (44171)  417-51 14 


Tokyo 

Tel.  (8133)284-0331 
Fax.  (8133)284-0330 


Mexico  City 
(Head  Office) 

Tel.  (525)  325-7050 
Fax.  (525)  325-7249 

Washington 

Tel.  (202)  338-9010 
Fax.  (202)  338-9244 

www.nafin.gob.mx. 
info@nafin.gob.mx. 


Nafinsa  Securities,  Inc. 
New  York 

Tel.  (212)821-0325 
Fax.  (212)821-0330 

Buenos  Aires 

Tel.  (541)313-0928 
Fax.  (541)315-1681 


STREETWALKER 


High  Octane 

TO  BUY  INTO  THE  BLAZING  POPU- 
larity  of  Nascar  stock-car  racing, 
the  only  true  play  is  International 
Speedway.  The  company  (Nasdaq: 
ISCA)  owns  and  operates  1 1  race- 
tracks— premier  names  like  Day- 
tona,  Talladega  and  Michigan 
Speedway — and  hosts  17  events  on 
the  Winston  Cup  circuit,  nearly 
half  the  annual  races. 

At  $45,  or  32  times  trailing 
earnings,  International  Speedway 
is  not  cheap.  But  Robert  Hag- 
strom,  portfolio  manager  of  the 
Legg  Mason  Focus  Trust,  thinks 
the  growth  potential  makes  the 
stock  a  buy. 

This  year  almost  3.5  million 
spectators  will  attend  International 
Speedway's  events,  up  from  3  mil- 
lion in  1999.  With  this  kind  of  de- 
mand, price  resistance  doesn't 
exist:  International  Speedway  is 
raising  ticket  prices  up  to  7%  this 
year.  It  recently  inked  a  six-year, 
$2.3  billion  TV  deal  that  cashes  in  on  the  sport's  phenomenal  surge  in  viewer- 
ship.  The  number  of  network-televised  Winston  Cup  and  Busch  series  races 
will  double  by  2001. 

I  he  company  is  in  enviable  financial  shape,  with  vast  amounts  of  advanced 
ticket  sales.  Profits  in  1999  were  up  25%.  — Christopher  Hclnuui 


A  mighty  burner:  International  Speedway. 


Starry-Eyed 

I'WI  II  1\(,  AN  \1  I  -INTERNET  STRAT- 
cgy  in  late  February  was  enough  to  pro- 
pel CoStar  Croup  from  $36  a  share  to 
$53.  The  price  of  profit-tree  CoStar 
(Nasdaq:  (  SGP)  has  soared  1 13%  over 
the  past  12  months,  creating  a  lofty 
$722  million  market  cap. 

CoStar  sells  computer  disks  with  de- 
tailed reports  on  specific  commercial 
properties  to  brokers  and  real  estate  in- 
vestment trusts.  When  it  announced  its 
poor  1949  results,  the  company  never- 
theless wowed  Wall  Street  with  its  plan 
to  move  all  operations  to  the  Internet. 
Also  beneficial  was  news  that  it  had  man- 
aged to  sign  a  mulliyeai  sen  ice  at  itract 
with  <  iMA<  ( bmmertial  Mortg; 
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Overlooked  were  CoStar's  sad-sack 
financial  results:  Not  a  penny  earned  in 
five  years  of  existence.  In  1999  it  dou- 
bled sales  to  $30  million,  but  quadru- 
pled losses  to  $12  million.  Worse, 
(  oStar  has  plenty  of  competition  from 
the  likes  of  Realtylq.com,  which  is  al- 
ready established  on  the  Web.  And  all 
the  big  brokers  have  their  own  data- 
bases anyway.  The  kicker:  CoStar  insid- 
ers have  been  filing  to  sell  shares.  Short 
the  stock.  — C.H. 

Dining  Out 

IKII  (RAZED  WALL  STREET  HAS  NO 
appetite  for  restaurant  stocks,  even 
though  a  robust  economy  and  a  time- 


pressed  society  mean  more  eating  out. 
Applebee's  International,  the  biggest 
player  in  the  theme  casual  dining  field, 
is  expanding  to  take  advantage  of  the 
restaurant  trend. 

Piper  Jaffray  analyst  Allan  Hickok 
estimates  Main  Street  America-themed 
Applebee's  (Nasdaq:  APPB)  will  grow 
36%  over  the  next  two  years,  while  the 
industry  overall  will  expand  just  6%. 
Twice  the  size  of  its  nearest  competitor, 
Brinker  International's  Chili's  chain, 
Applebee's  has  1,179  restaurants  in  the 
U.S.  and  eight  other  countries — with 
plans  to  increase  this  by  10%  in  2000. 
To  drive  sales,  the  company  tripled  tele- 
vision advertising  in  1999  and  intends 
to  double  it  from  that  this  year. 

Blessed  with  strong  profit  growth, 
the  chain  has  been  buying  back  stock. 
Nevertheless,  Applebee's  is  down  28% 
from  its  mid- 1999  high  and  trades  at 
just  14  times  forward  earnings. 

— Kiri  Blakeley 

A  Good  Bet 

ALL  THE  ATTENTION  IS  GOING  TO  BIL- 
lionaire  Kirk  Kerkorian's  audacious  bid 
for  Stephen  Wynn's  Mirage  Resorts  (see 
story,  p.  68).  But  don't  forget  about 
Park  Place  Entertainment,  which  will 
remain  the  world's  largest  casino  oper- 
ator. With  28  casinos  in  Las  Vegas,  At- 


Park  Place's  new  place:  Caesars  World. 

lantic  City  and  elsewhere,  Park  Place 
(NYSE:  PPE)  is  cheap  at  a  recent  $10.50, 
says  Prudential  Securities  analyst 
Joseph  Coccimiglio.  That's  17  times 
trailing  earnings. 

Some  fear  the  gambling  boom  is 
peaking,  which  leaves  Park  Place  with 


little  upward  potential.  But  Coc- 
cimiglio  argues  the  gaming  industry 
has  a  long  way  to  go — and  that  Park 
Place,  with  a  25%  earnings  rise  last 
year,  has  the  means  to  exploit  that. 

Since  being  spun  off  from  Hilton  at 
the  end  of  1998,  Park  Place  acquired 
Grand  Casinos,  making  it  the  leading 
operator  in  Mississippi,  and  the  Caesars 
World  gambling  chain.  And  it  opened 
the  dazzling  Paris  Las  Vegas  Casino  Re- 
sort. A  systemwide  renovation  is  under 
way,  focused  on  expanding  big  revenue 
generating  high-roller  pits  in  Las  Vegas. 
— Michael  Freedman 

Fed-Resistant 

BANK  STOCKS  HAVEN'T  FARED  WELL 
under  the  Federal  Reserve's  regimen  of 
interest  rate  hikes.  But  the  best  of  this 
undervalued  bunch,  says  ING  Barings 
analyst  Andrew  Collins,  is  Wells  Fargo. 
Despite  a  record  $2.23  EPS  for  1999,  the 
first  year  after  its  exceptionally  smooth 
merger  with  Norwest,  Wells  Fargo 
(NYSE:  WFC)  is  trading  at  $41,  after  a 
recent  runup.  At  18  times  earnings, 
Wells  isn't  the  cheapest  bank  stock, 
although  it  still  beats  industry  leader 
Citigroup,  whose  P/E  is  21. 

The  nation's  fourth-largest  bank 
can  thrive  in  spite  of  Alan  Greenspan. 
"They  chase  away  rate-oriented  cus- 
tomers," says  Collins.  Other  banks 
raised  interest  rates  paid  to  retail  cus- 
tomers by  30  basis  points  in  1999's  last 
half,  but  Wells  boosted  its  a  mere 
whisker:  3  points.  The  bank  has  kept 
customers  by  blanketing  its  turf  with 
automatic  teller  machines  and  low-cost 
branches,  figuring  customers  care  more 
about  convenience  than  rates. 

Stingy,  maybe.  But  Wells  is  pushing 
into  promising  areas  that  should  keep 
fattening  the  bottom  line.  Example: 
The  bank  just  signed  a  deal  with  Ebay 
that  will  allow  the  auction  site's  cus- 
omers  to  pay  one  another  by  credit 
:ard.  — Michael  Maiello 


a 


To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/streetwalker. 
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Win, 

whether 

your     stock 

goes  up  or  down. 

With  our  90%  Stock  Loan?" 
you  can  tap 
into  the  value 
of  your  stock 
portfolio,  and 
still  keep 
long-term 
upside 
potential. 
And,  if  the 
market  drops, 
you  have 
solid  downside 
protection, 
as  your  risk  is 


limited  to  only 

10%.  With  our 

unique     stock 

loan  program, 

you        can 

generate 

liquidity  without 

selling     your 

stocks.     And 

keep     capital 

gains     taxes 

at    bay.    Call 

888-Derivium 

or     visit     us 

Derivium.com 

today.     Because 

with  us,  either 

way,  you 
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CAPITAL 


1     888     DERIVIUM  WWW.DERIVIUM.COM 


CLIENT  SERVICES  OFFICE  TEL  415  983  9500  FAX  415  983  9510 
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All    Business   is   Personal 


Wednesday,     June     14    -    Friday,     June     16,     2000 
Charleston    Place,    Charleston,     South    Carolina 


(  ha  the  past  six  years  the  Forbes  CEO  Forum  has  gained  ;i  rep- 
utation .is  the  high-level  corporate  forum  for  Global  1000  leaders, 
presenting  and  provoking  insightful  dialogue  on  the  impact  of 
converging  markets,  advancing  technologies,  and  political  and 
social  change  on  global  business.  Once  a  year,  CEOs  from  the 
most  dynamic  global  companies  enjoy  an  unprecedented 
exchange  of  ideas  and  strategies  with  their  colleagues,  as  well  as 
with  renowned  government  and  academic  leaders. 


This  year,  the  CEO  Forum  2000,  People:  All  Business  Is 
Personal,  will  present  the  very  latest  findings  in  economics,  man- 
nieiii,  psychology,  and  organizational  behavior  —  empower- 
ing (  l.(  )s  to  better  understand,  anticipate,  and  satisfy  their  cus- 
tomers; partner,  collaborate,  negotiate,  or  compete  with  their 
competitors;  recruit,  motivate,  and  retain  top  talent;  design  opti- 
mal organizational  structures;  and  lead  effectively. 


For   Additional    Information 

lax:  212-367-3550    Phone  212-367-3559 

E-mail:  ceoforumC"  forbcs.com      Web:  www.forbes.com/conf 

Forbes  Management  Conference  Croup 

28  West  23rd  Street,  I Oth  Floor,  New  York,  NY    10010 

Limited  sponsorship  opportunities  are  available. 

E-mail  sponsorship  inquiries  to  gewing@forbes.corn 


Presented  by  In  association  with 
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MARKETS  and  FORECASTS 


THE  OVERALL  MARKET 


FORECASTING  GLOBAL  MARKETS 


2-week  performance 
as  of  3/24/00 


Barra  AN-USMex1 

4.7% 

S&P  Barra  Growth  tadex2 

9.5 

S&P  Barra  Valw  Index' 

9.5 

Dow  Joaet  wdsttnafai 

11.9 

SAP  500 

9.5 

EAFE' 

0.7 

rorkos  MtorMt  mmwx 

-0.4 

Fortes  40  tadex  (total  return) 

9.0 

Barra  All-US  Index  of  9,200  stocks 
200-day  moving  average 

Market  value:  $18.9  trillion 
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INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  3/24/00. 


ACTUAL 


1999 

latest 

mean 

4-wkchg 

30-year  Treasury  yield  (%) 

6.48 

5.99 

6.30 

-5.6 

3-month  Treasury  yield  (%) 

5.33 

5.90 

5.84 

4.5 

2000  ESTIMATE 


Federal  funds  watch 

Last  action:  Mar.  21,  2000,  +25  basis  points.  Current  rate:  6%. 

Next  Federal  Reserve  meeting:  May  16,  2000. 


SPECIAL  STOCK  FOCUS 


MGM  Grand's  offer  to  acquire  Mirage 
Resorts  for  $21  per  share  was  32%  higher 
than  Mirage's  closing  price.  If  the  industry 
continues  to  consolidate,  the  seven  smaller 
players  listed  below  could  be  tempting  tar- 
gets. As  a  group  they  sell  for  an  average  of  II 
times  estimated  year  2000  earnings  versus 
an  estimated  multiple  of  24  for  the  S&P  500. 


Convertible  securities  may  be  stodgy 
investments,  but  the  Merrill  Lynch  All 
Convertibles  Index  shows  a  13%  re- 
turn so  far  this  year.  The  AmSouth  Eq- 
uity Income  Fund,  run  by  Christopher 
Wiles,  has  a  three-year  annualized  re- 
turn of  22%.  Wiles'  secret:  He  avoids 
issuers  that  lack  sales  or  profits. 


EPS  change 
Estimated        versus 
Year           P/E        3  months  ago 

Expected 
year-to-year 
EPS  growth 

S&P  500 

2000           24 

0.8% 

17% 

2001           21 

2.0 

15 

MSCI  World-ex  US4 

2000           27 

-1.6 

22 

2001           23 

-3.1 

16 

IPW^i-^^^/H^™* 

Mar '99 

Mar  00 

S&P  500 

1.40 

1.73 

MSCI  World-ex  US4 

1.41 

1.53 

Rising  estimates 

Argentina 
Korea 
Philippines 
South  Africa 
Spain 

Source:  IBES  International 

Falling  estimates 

Chile 

Ireland 

Israel 

Japan 

Venezuela 

Inc. 

FORRES  INTERNET  (II 

5 

Index 

Recent 

4  wks  ago 

Value 

256.7 

250.7 

Companies 

300 

273 

vaitumoos 

Stock  price/sales 

25 

27 

Market  value  (Soil) 

$1,081 

$990 

Sales/employee  (Sthou 

)    $169 

$170 

12-month  sales  growth 

156% 

156% 

2000  estimates 

Sales  ($mil) 

$41,257 

$40,591 

Stock  price/sales 

11.0 

12.0 

P/E 

287 

257 

Sources:  Forbes;  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

Company 


Recent 
price 


20006 


Anchor  Gaming 


$38.75 


Argosy  Gaming 


13.88 


Altar 


9.81 


Boyd  Gaming 


4.63 


Harrah's  Entertainment      19.00 


Isle  of  Capri 


11.50 


Park  Place  Entertainment   10.56 


EPS     P/E 


$5.32      7 


1.51      9 


0.72    14 


0.71      7 


1.69    11 


1.20    13 


0.68    16 


WHAT  THE  FUNDS  ARE  RUYI                 ;ELLIN 

Buying 

Price 

Selling 

Price 

EPS7 

EPS7 

APAC  Customer  Services 

$7.06 

$0.31 

Baker  Hughes 

$28.00 

$0.41 

Entercom  Communications 

51.25 

0.42 

Ceridian 

18.81 

1.01 

General  Semiconductor 

17.81 

0.97 

Intergraph 

8.53 

-0.12 

Hypercom 

17.13 

0.56 

Silicon  Graphics 

12.00 

-0.38 

Maverick  Tube 

29.44 

0.16 

United  Natural  Foods 

15.00 

0.15 

72000  estimate  via  IBES  Express 

Source:  s 

einbergindicatc 

ir.com. 

Estimated.  Sources:  Interactive  Data  Corp.  and  IBES 
International  via  FactSet  Research  Systems. 


□ 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  ^Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  'Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 
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FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 

The  U.S.  Economy 

ACTUAL 

2000  ESTIMATE 

1999 

Latest 

Mean 

4-wk  change 

Automobile  sales1  (mil) 

17.4 

17.7* 

feb 

16.2 

1.8% 

Capacity  utilization  (%) 

81.1 

81.7 

feb 

81.1 

0.6 

New  housing  starts2  (thou) 

1,665 

1,672* 

pfeb 

1,532 

2.0 

Retail  sales3  (Sbil) 

2,245p 

2,275* 

pfeb 

2,513 

-2.7 

Trade  balance4  ($bil) 

-268 

-279' 

pfeb 

-320 

2.4 

Unemployment  rate5  (%) 

4.1 

4.1 

feb 

4.1 

-2.2 

Gross  domestic  product  (%  chg) 

4.1p 

6.96 

p4Q 

4.1 

9.0 

Inflation 

2.7 

2.8* 

feb 

2.8 

-8.2 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6 

3.2* 

feb 

2.5 

-1.2 

Prices 

227.25 

228.30 

228.67 

-0.8 

CRB-Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50 

284.70 

290.15 

0.9 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60 

27.93 

26.38 

11.8 

Currency 

1.94 

2.00 

1.85 

2.2 

German  marks  per  dollar 

Yen  per  dollar 

102 

107 

109 

2.4 

Dollars  per  euro 

1.01 

098 

1.02 

-2.9 

U.S.  real  gross  domestic  product  has 
increased  for  a  record  27  consecutive 
quarters.  Does  this  mean  that  the  down 
cycles  in  the  economy  have  been  abolished? 
"Economic  recessions  will  become  less 
frequent  and  less  volatile  but  not 
eliminated,"  says  Joshua  Feinman,  chief 
economist  at  Deutsche  Asset  Management, 
Americas.  Feinman  thinks  that  better 
control  over  business  inventories  is  one 
factor  behind  this  change.  He  points  out 
that  this  past  January  the  monthly  ratio  of 
business  inventories  to  final  sales  was  1.31, 
compared  with  1.38  a  year  ago  and  1.58  in 
January  of  1991. 

Clnsaup:  Inventories  to  final  sales  ratio 


1.50 


Source:  Department  of 
Commerce. 


'1.25 


91      92     '93     94      95      96     '97      98     '99     00 
Forbes  Index:  Current:  321.6  2-wk  chg:  0.5% 


BRIDGE  COMMODITY  SPOTLIGHT 


Futures 

Price    3 

mo  chg 

May  Chi  wheat  (bushel) 

$2.53 

-2% 

May  copper  (lb) 

0.81 

-6 

May  cotton  (lb) 

0  59 

16 

June  crude  oil  (bbl) 

2728 

19 

July  platinum  (troy  oz) 

469  90 

13 

Index 

Value    3 

mo  chg 

CRB  Index 

212.59 

4% 

Precious  metals 

25696 

3 

Grains 

174.51 

11 

Industrials 

201.71 

7 

Livestock  &  meats 

257.14 

6 

JUNE  PALLADIUM  FUTURES 

On  rumors  of  supply  increases,  the  June 
2000  futures  contract  for  palladium  (a 
key  component  in  catalytic  converters  for 
cars)  fell  $182  to  $618  an  ounce. 

Dollars  per  ounce       A 

$720 

^y    620 

520 

S^~^            Source:  Bridge  Commodity 
"""^     """^                          Research  Bureau 

January                February 

March 

320 

See  ^vwwforbes  r om  for  updates  on  many 
of  these  items  quotes  on  over  9.000 
securities,  stock  reports  and  more. 
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MUTUAL  FUND  SPECIAL  FOCUS 

The  Lipper  index  of  Japanese  mutual  funds  is  up  73%  since  late  March  1999,  but  recent 
weakness  in  this  group  could  provide  an  opportunity  to  invest  in  Japan's  ongoing  economic 
restructuring.  The  six  funds  below  are  off  an  average  of  13%  since  the  start  of  2000. 

TOTAL  RETURN7 

Fund 

lyear               YTD 

1  month 

Assets  ($mil) 

AIM  Japan  Growth  Ac 

69.3%           -15.4% 

-7.6% 

$157 

Fidelity  Japan' 

99.1               -9.6 

-3.6 

1,138 

Fidelity  Japan  Smaller  Company* 

127.2                -8.9 

-8.4 

1,791 

Liberty-Newport  Japan  Opp-A10 

86.3             -14.6 

-5.7 

34 

T  Rowe  Price  Japan 

64.0                -9.4 

-2.3 

523 

Warburg  Pincus  Japan  Growth 

133.2              -19.8 

-12.4 

774 

Through  Mar.  23.85.5%  load.93K  load.  '°5.75 

%  load.  Sources:  Forbes:  Lipper  Inc.:  1 

Irfomingsfar. 

NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 

Year  to  date,  less  than  half  of  some  260  prospective  new  issues  filed  with  the  Securities 
&  Exchange  Commission  have  gone  public.  This  unusually  large  backlog  of  deals  is  creat- 
ing a  climate  where  only  the  best  new  issues  are  likely  to  find  success  in  the  aftermarket. 

ESTIMATED  OFFERING 

Company/business 

Share  price  ($)  Shares  (mil) 

Size(Smil) 

Sales  (Smil) 

OneSoft/e-commerce  software 

$12-14                4.5 

$59 

$2 

OpenSite  Technologies/auction  software 

13-15                5.0 

70 

8 

PEC  Solutions/computer  services 

12-14                8.1 

105 

53 

Sangamo  BioSciences/genetic  research 

15-17                5.0 

80 

2 

Syncronicity  Internet  software 

NA                    NA 

52 

7 

Utilcom/computer  networking  software 

10-12                 43 

47 

19 

NA  Not  available.  Source:  Renaissance  Capital/ww 

w/portome.com. 

*I2  months,  p:  preliminary.  Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  Total  single  & 
multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  seasonally  adjusted. 
'Percent  of  civilian  labor  force  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


THE     IDEA     IS     DISCIPLINE. 
THE     PURPOSE     IS     PERFORMANCE. 


A 


rA 


AIM 
Charter  Fund 

Average  Annual  Total  Returns  as  of  12/31/99 

1  Year 

5  Years 

10  Years 

30  Years 

26.49% 

26.57% 

17.76% 

15.64% 

$1,71 5,089 
AIM  Charter  Fund 

Total  investment  s47,300 


H137.168 
S&P  500  Index 

Total  investment  '47,300 


I/26/68  12/31/78  12/31/88 


12/31/99 


AIM  CHARTER  FUND.  It's  outperformed  the  S&P  500  over  a 
30-year  period.  A  record  only  a  handful  of  mutual  funds  can  claim. 
What  makes  it  possible?  AIM's  disciplined  approach  to  investing 
our  shareholders'  money.  In  short,  we  believe  discipline  creates 


performance.  In  order  to  learn  more  about  the 
AIM  Charter  Fund  or  other  AIM  funds,  see 
your  financial  advisor,  www.aimfunds.com 

$10,000  initial  investment  on  11/26/68  into  AIM  Charter  Fund 
and  S&P  500  Index;  monthly  additions  of  $100  from  12/31/68  to 
1 2/31/99.  Fund  performance  includes  5.50%  maximum  sales  charge. 


Invest  with 
DISCIPLINE' 


FUNDS 


ast  performance  cannot  guarantee  comparable  future  results.  Member  of  the  $357  Billion  AMVESCAP  Group 

<\LL  YOUR  FINANCIAL  ADVISOR  for  more  complete  information  about  the  fund,  including  sales  charge  and  expenses,  fund  prospectus  and  investor  guide.  The  S&P  500  is  an  unmanaged 
t)ex  considered  representative  of  the  stock  market  An  investment  cannot  be  made  directly  in  an  index.  Fund  performance  figures  are  historical  and  include  maximum  sales  charge  of  5.50%, 
fleet  reinvested  distributions  and  changes  in  net  asset  value  for  Class  A  shares.  Performance  for  Class  B  and  C  shares  will  differ  due  to  differences  in  sales  charge  structure  and  class  expenses. 
vestment  return  and  principal  value  will  vary  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares.  The  fund  may  invest  up  to  20%  of  its  assets  in  foreign  securities  that  may  present  risks 
it  associated  with  investing  solely  in  the  United  States.  Market  volatility  can  significantly  impact  short-term  performance.  Results  of  an  investment  made  today  may  differ  substantially  from 
e  historic  performance  shown.  Please  read  the  prospectus  carefully  before  investing  or  sending  money.  Assets  under  management  as  of  12/31/99.  AIM  Distributors,  Inc.  2/00. 
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The  Contrari; 


What  New  Economy? 


CURRENT  MARKET  GYRATIONS  ASIDE,  THE  INTER- 
net-driven  New  Economy  sure  seems  the  place  to 
be.  Since  the  beginning  of  1999  the  tech-laden 
Nasdaq  composite  has  more  than  doubled.  De- 
spite crawling  back  some  from  its  winter  slide,  the 
Dow  Jones  industrial  average  is  up  a  mere  19%. 

Old  Economy  stocks  are  subject  to  such  mortal  afflic- 
tions as  rising  interest  rates,  tightening  labor  markets,  drop- 
ping oil  supplies  and  looming  inflation.  New  Economy 
stocks,  like  the  lovers  in 
Mozart's  The  Magic  Flute,  can 
walk  through  this  economic 
Hades  unscathed. 

No  question,  high  tech  is 
making  revolutionary  break- 
throughs. But  to  get  a  better 
fix  on  whether  its  stock  valu- 
ations are  justified,  take  a 
closer  look  at  the  New  Econ- 
omy itself. 

first,  has  it  brought  forth  an  enormous  spike  in  produc- 
tivity that  has  never  been  seen  before  in  this  country?  No. 
Productivity  increased  at  a  2%  rate  through  the  1990s,  com- 
pared with  a  1.6%  rate  in  the  1980s  and  a  2.5%  rate  in  the 
1960s  and  1970s.  The  gain  was  3%  in  1999,  but  it's  unclear 
that  a  sustained  uptrend  is  underway. 

Yes,  the  biggest  part  of  new  job  growth  (70%  in  the 
1993-96  period)  has  come  from  small,  fast-growing  firms. 
But  that's  not  the  same  as  saying  that  most  of  the  job  growth 
is  from  the  digital  economy.  The  big  employment  gains  are 
for  an  array  of  nontech  occupations,  including  stockbrokers, 
home  health  aides  and  short-order  cooks. 

Also  note  that  the  New  Economy  is  a  relatively  small  part 
ol  the  total  economy.  High  tech  was  16%  of  gross  domestic 
product  in  1970,  rising  to  20%  in  1994  and  an  estimated 
25%  at  present.  E-tailers'  sales  are  rising  at  a  spectacular  clip. 
Even  so,  they  accounted  for  only  0.6%  of  all  retail  sales  in 
L999's  fourth  quarter. 

Let's  focus  on  the  e-tailers'  first  beachhead:  books.  In  the 
four  years  that  online  booksellers  have  been  in  operation, 
Amazon.com  and  other  Internet  sites  have  captured  only  8% 
ol  the  retail  book  market.  They  have  accumulated  losses  in 
the  billions.  1  lardly  the  mark  of  a  category- killer.  The  brick  - 
and-mortar  book  chain  Borders  is  expanding  same  super- 
lales  u  a  <■>''  .  annual  pace — with  good  profitability. 

While  new  tecl  nology  developments  are  breathtaking, 

•  i  -end  1 999, 400  large  Internet- 
related  companies  had  a  market  value  of  $1  trillion  (27%  of 


A  slowdown  in  the 

Old  Economy 

would  put  a  big 

dent  in  technology 

sales  to  industry. 


the  value  of  the  Dow).  This  group  reported  combined  rev- 
enues of  $29  billion;  that's  only  2%  of  the  Dow's  revenues. 
More  tellingly,  the  Internetters  will  collectively  lose  $9  bil- 
lion this  year,  while  the  Dow  stocks  will  probably  earn  close 
to  $150  billion. 

Let's  not  forget  that  these  two  economies  operate  on  the 
same  planet.  Even  worse  for  New  Economy  advocates,  the 
two  are  integral  to  each  other's  success.  An  estimated  50%  of 
capital  spending  goes  for  information  technology.  If  the  Old 

Economy  slows  down,  it  will 
put  a  serious  dent  in  technol 
ogy  sales  to  industry. 

The  same  assumptions 
apply  to  new  technology  di 
rected  at  consumers.  With  in 
terest  rates  and  oil  prices 
climbing,  will  the  public 
forgo  spending  on  basics 
such  as  shelter,  food  and 
clothing  in  order  to  spend 
more  on  high-tech  innovations? 

So  how  do  you  handle  this  dichotomy  between  New  and' 
Old?  First,  shift  a  larger  portion  of  your  portfolio  to  short- 
term  government  bonds  and  dirt  cheap,  well-managed  Olc! 
Economy  stocks.  You  won't  get  instant  gratification,  but  un-1 
like  momentum  players,  you  don't  have  to.  (One  of  them 
online  columnist  James  Cramer,  has  gleefully  jumped  al! 
over  me  because  some  of  my  picks  have  underperformed  fo:j 
an  eternity  by  his  standards:  six  to  eight  weeks.) 

At  the  top  of  my  buy  list  is  Fannie  Mae  (62,  FNM),  whicl; 
I  first  recommended  in  1990;  it  is  up  933%  since.  Fannie  ha 
had  ups  and  downs,  and  is  20%  off  its  high  in  1999,  as  fi 
nancial  stocks  have  suffered.  Still  an  excellent  buy. 

Nobody  looks  at  earnings  anymore — except  when  the 
are  disappointing.  Procter  &  Gamble  (56,  PG)  gave  up  39%" 
or  $36  billion  of  its  market  value,  on  the  preannouncemen  i 
of  lower  first-quarter  earnings.  Expect  better  news  aheac  I 
Unilever  N.V.  (46,  UN)  is  one  of  the  world's  largest  con 
sumer  products  companies.  Like  P&G,  the  company  is  low 
ering  near-term  forecasts  because  of  greater  competition 
will  recover.  Both  Procter  and  Unilever  are  trading  at  le? 
than  1 7  times  expected  earnings  for  2000. 

Federated  Department  Stores  (39,  FD)  operates  more  tha 
400  full-line  department  stores  in  30  states.  It  should  see  lo 
double-digit  growth  in  2000. 


David  Dreman  is  chairman  ofDreman  Value  Management  of  Jersey  Cit 
N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next 
Generation. 


-IZfl E_D_R   hi     S  ■ 


■unn 


We  served  over  30  million  last  year,  but  our  goal  is  no  repeat  business. 


Unfortunately,  business  has  been  booming  this  year.  And  we'd  like  to  put  a  stop  to  it. 
That's  why  The  Salvation  Army  believes  in  getting  to  the  heart  of  a  problem  and  solving  it. 

We're  a  different  sort  of  organization  in  that  respect.  Just  as  we  use  earthmovers 

and  bulldozers  to  rebuild  a  disaster-ravaged  town,  we  provide  the  tools  to  repair  damaged 

lives.  If  a  child  can't  read,  we  teach  him.  If  a  young  mother  can't  cope,  we  counsel  her. 

If  a  father  can't  stop  drinking  or  using  cocaine,  we  rehabilitate  him.  We  help  people  find 

what  they  need  within  themselves  to  rebuild  their  world.  We  give  them  the  means  to 

reclaim  their  future.  So  they  won't  have  to  come  back  and  see  us  again. 

Please  give  generously  to  The  Salvation  Army  and  help  us  reduce  our  business. 
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Tech  Value  Buys 


THE  STOCK  MARKET  IS  AN  IMPATIENT  PLACE, 
especially  lately.  It  has  no  patience  at  all  for  com- 
panies that  lack  pricing  power.  If  a  company  can't 
increase  revenues  by  10%  or  more  annually,  it  will 
sell  at  ten  times  earnings  or  less.  That's  why  Proc- 
ter &  Gamble  is  in  bad  shape  at  $56,  off  from  a  high  of  $  1 1 8. 
Procter's  revenue  growth  is  anemic  because  any  price  in- 
creases just  give  Kimberly  Clark  another  opportunity  to  take 
away  its  customers.  Supermarket  and  drug  chains  are 
singing  the  under- 10%  blues 
and  getting  panned  in  the 
market.  Gillette  and  even  Mc- 
Donald's have  this  problem. 
Among  retailers,  Kmart  sells 
at  6  times  earnings,  while  Wal- 
Mart  and  Costco  are  valued  at 
30  times  because  their  toplines 
grow  in  the  low-  to  mid-teens. 
On  the  higher  end,  Saks  is 
limping,  but  Tiffany's  cachet 
makes  it  worth  30  times. 

As  Alan  Greenspan  keeps  tightening  his  vise,  the  invest- 
ment that  makes  the  most  sense  is  technology — 30%  of  the 
S&P  500's  weighting.  That's  where  the  revenue  growth,  or 
promise  of  it,  is  concentrated.  You  x-out  commodities,  in- 
dustrials, financials,  retailing.  Even  health  care,  if  you  think 
Al  Gore  is  going  to  be  the  next  President.  Energy  is  a  pass: 
Petrochemicals  and  refining  profit-centers  are  unpredictable. 
But  isn't  tech  too  pricey?  Not  all  of  it  is  selling  at  100 
times  earnings.  You  can  find  a  number  of  affordable  tech 
companies  with  decent  records  that  are  due  for  a  rally.  They 
have  one  thing  in  common:  They've  been  left  out  of  the  big 
tech  lovefest.  Uninspiring  metrics  and  other  temporary 
stumbles  are  the  culprits. 

Significantly,  some  of  the  tech  issues  whose  stocks  are  now 
flying  high  have  had  trouble  in  the  past  and  have  shaken  it 
off.  Early  in  1998  current  hotshots  Applied  Materials,  Intel, 
Oracle,  Quaicomm,  Sun  Microsystems  and  Texas  Instru- 
ments sold  at  20  times  earnings  or  less.  Some,  like  Oracle, 
missed  quarterly  earnings  estimates.  Others,  like  Intel,  suf- 
fered from  analysts'  views  that  semiconductors  were  a  cycli- 
cal, cheap  and  dirty  business.  Foolish  notions.  None  of  these 
companies  ever  cut  back  on  research  and  development, 
which  paid  off  as  spending  on  tech  inrrastucture  exploded, 
lue  players  can  find  a  home  in  technology.  The  S&P 
jd  2000  I'/K  is  now  25,  and  my  picks  are  in  that 
range.  A  Little  bit  ot  bravery  is  required  here,  but  the  reward 
should  amply  iustih  it 
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Some  top-notch 
techs  have  been 
overlooked.  But 
look  past  their 
temporary  woes. 


In  the  computer  sector,  both  Apple  Computer  ( 148,  APPL) 
and  IBM  (115,  IBM)  are  less  than  outrageously  priced,  com- 
parable to  the  S&P  500.  Neither  had  10%-plus  annual  met- 
rics, at  least  not  now.  But  Apple  is  roaring  back  under  Steve 
Jobs  with  a  groundswell  of  new  product  intros  that  are  gain- 
ing it  market  share  points.  IBM  is  moving  beyond  its  tradi- 
tional reliance  on  big  iron  into  the  promised  land  of  soft- 
ware and  services. 

Computer  Associates  (66,  CA)  and  BMC  Software  (54, 

BMCS),  both  of  whom  have 
quarterly  stumbles  on  their 
records,  are  getting  their  acts 
together.  Both  are  expanding 
revenues  robustly. 

In  chips,  National  Semi- 
conductor (68,  NSM)  is  up 
800%  from  its  year-earlier 
low.  Why?  Given  its  erratic 
profitability,  this  seems  down- 
right odd.  But  the  company 
has  ended  its  unwise  foray  into  personal  computer  chips. 
Other  advantages:  its  participation  in  wireless  telephony  and 
its  half-empty  fabrication  facility  when  the  industry  is  short 
of  capacity.  In  its  next  fiscal  year,  starting  June  1,  National 
Semi's  earnings  per  share  are  likely  to  approach  $3. 

You  have  to  be  in  wireless  stocks  if,  like  me,  you  believe 
this  is  an  appliance  that  almost  everyone  will  soon  own. 
Nextel  (158,  NXTL)  enjoyed  an  80%  sales  increase  in  1999. 
Wall  Street  is  learning  to  disregard  its  long-running  unprof- 
itability  and  looking  at  its  doubling  of  operating  cash  flow 
this  year  (that's  net  before  depreciation,  interest  and  taxes). 
The  stock  has  doubled  within  the  past  six  months,  although 
it  surely  will  move  much  higher.  Starting  this  month,  Nextel 
will  be  an  early  player  in  high-speed  data  transmission. 

Meanwhile,  Britain's  Vodaphone  (60,  VOD)  is  the  world- 
wide play  in  wireless,  reasonably  valued  at  26  times  cash 
flow,  with  a  market  cap  of  over  $300  billion.  The  added 
earnings  potential  of  Germany's  Mannesmann,  a  pending 
acquisition,  should  lower  Vodaphone's  cash  flow  multiple  in 
2001  to  21  times,  making  it  still  more  affordable. 

Aside  from  these,  I  recommend  Microsoft  (ill,  MSFT).  At 
a  P/E  of  62,  the  software  giant  is  hardly  cheap.  But  Microsoft 
is  surrounded  by  naysayers  wringing  their  hands  over  the 
Justice  Department's  negativism.  My  advice:  Don't  under- 
estimate Microsoft.  It's  always  reinventing  itself.  F 


□ 


Martin  Sosnoff  is  chief  investment  officer  of Atalanta/Sosnoff 
( 'apital  in  New  York  and  author  o/Silent  Investor,  Silent  Loser. 
Visit  Ins  forum  at  wnvw.forhes.com/sosnoff. 
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enormous  potential  of  online  commerce  into  short-and  long-term  profits. 
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MONEYS  INVESTING 


Financial  Strategy  By  A.  Gary  Shillinj 

Don't  Go  Global  Now 


ONCE  AGAIN  U.S.  STOCKS  THUMBED  THEIR  NOSE 
at  the  Fed's  latest  interest  rate  hike.  Still,  the  credit 
authorities  are  committed  to  curbing  the  rally, 
along  with  investor  wealth  and  consumer  spend- 
ing. I  would  bet  on  the  Federal  Reserve's  slow- 
moving  tortoise  in  the  race  against  the  fleet-footed  tech- 
stock  hare. 

With  trouble  ahead,  are  foreign  markets  the  answer?  De- 
spite its  recent  rally,  the  Dow  is  still  down  this  year.  But 
stocks  in  Canada  are  up  14%; 
Mexico,  11%;  Germany,  13%; 
Italy,  15%;  Sweden,  23%;  Ar- 
gentina, 9%;  and  China,  30%. 

The  argument  for  going 
global:  The  American  business 
expansion,  now  in  its  tenth 
year,  is  an  old,  old  man,  while 
other  countries'  economic  up- 
turns are  in  the  blush  of 
youth.  So  their  stock  markets 
have  a  long  time  to  run.  They  diversify  your  portfolio. 

Germany,  Italy  and  France,  which  barely  grew  in  1996, 
now  are  advancing  so  rapidly  that  the  European  Central 
Bank  is  raising  interest  rates.  The  Asian  recovery  is  under- 
way in  South  Korea,  Thailand  and  Singapore.  Mexico  is 
about  four  years  past  its  peso  crisis,  and  many  other  Latin 
American  countries  are  looking  up  after  their  1998-99 
nosedives. 

Furthermore,  many  investors  expect  a  repeat  abroad  of 
the  high-tech  frenzy  pervading  Wall  Street.  That  has  driven 
stocks  in  France,  India  and  even  Japan,  where  the  culture 
favors  old-tech  and  imitation,  not  innovation.  Even  more 
encouraging,  Chancellor  Gerhard  Schroeder's  proposal  to 
eliminate  corporate  capital  gains  taxes  has  spurred  Ger- 
man stocks  and  produced  a  wave  of  productivity-enhanc- 
ing mergers. 

Still,  I'd  resist  the  urge  to  diversify  abroad.  You  could  pick 
the  wrong  market.  Belgium's  is  off  15%  year-to-date;  Singa- 
pore's, 16%;  South  Korea's,  17%;  and  Switzerland's,  5%. 

Worse,  a  U.S.  bear  market  would  spread  globally.  The 
U.S.  remains  the  world's  financial  leader,  and  bad  news 
here  moves  overseas  rapidly,  given  instant  telecommuni- 
cations, international  hedge-fund  activity  and  24-hour 
trading.  When  American  stocks  tumble,  experience  shows 
thai  global  portfolio  managers  make  things  worse  by  re- 
ag  everywhere. 

.•  lerican  money  often  dominates  foreign  bull 
markets.  When  the  tops  are  reached,  it's  the  old  question: 


International 

diversifying  offers 

no  safety:  Trouble 

in  the  U.S.  will 

spread  abroad. 


Sell,  but  to  whom? 

American  investors  were  central  to  the  doubling  of  the 
tech-heavy  Japanese  Nikkei  o-t-c  index  in  January  and  Feb- 
ruary. Since  then  the  index  has  given  almost  all  of  it  back  as 
the  foreigners  stampeded  out. 

The  ongoing  wave  of  cross-border  mergers  ties  markets 
still  closer  together.  When  U.S.  stock  losses  become  sufficient 
to  spawn  consumer  pullbacks  and  a  slump  in  American  auto 
sales,  DaimlerChrysler  will  hardly  be  immune. 

Eventual  U.S.  consumer 
retrenchment  and  the  result- 
ing recession  will  spread 
abroad,  another  reason  to  ex- 
pect worldwide  stock  market 
weakness.  American  con- 
sumers are  the  buyers  of  first 
and  last  resort  for  the  rest  of 
the  globe's  exports,  as  our 
$350  billion  merchandise 
trade  deficit  proves. 
The  economic  advances  in  Continental  Europe,  Asia 
and  Latin  America  are  all  export-led,  with  little  domestic 
help.  Japan  is  the  worst  of  the  lot.  Massive  fiscal  stimulus 
has  pushed  its  government  debt  to  the  head  of  the  globa 
pack,  but  all  the  effort  has  simply  led  to  more  consumer 
saving.  When  American  consumers  shut  their  wallets,  the 
U.S.  recession  will  spread  to  Asia,  Canada,  Mexico  and  all 
Latin  America.  European  growth  will  be  curtailed,  at  the 
very  least. 

Investing  abroad  also  involves  currency  risks.  That  hurts 
when  the  dollar  is  strengthening,  as  it  has  this  year  against 
the  euro  and  the  yen.  In  fact,  the  3.3%  gain  in  Japan's  Nikkei 
this  year  is  a  2%  loss  in  dollar  terms.  Furthermore,  in  a  time 
of  global  stock  market  declines,  the  dollar  is  usually  the  unin 
versal  safe  haven,  and  appreciates.  Currency  hedges,  where 
available,  are  very  expensive. 

Given  all  these  factors,  it's  not  surprising  that  studies  b) 
my  firm  and  others  show  that  international  diversification 
hasn't  worked  in  the  past,  especially  on  a  risk-adjustecj 
basis.  If  you  want  international  exposure,  buy  foreign  com] 
panies  trading  here,  where  they  must  meet  stricter  U.S.  acj 
counting  standards. 

Or  purchase  American  multinationals.  But  be  careful! 
Big  foreign  exposure  for  Procter  &  Gamble  and  Coca-Cola 
hasn't  saved  them.  M 
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A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co., 
economic  consultants,  investment  advisers  and  publishers  of 
[might  Visit  his  forum  at  www.forhes.com/shilling. 


From  the  nascent  days  of  the  Internet  at  Xerox  PARC,  to  popularizing  Java,  the  universal  programming  language, 

Eric  Schmidt  has  been  networking's  driving  force.  So  when  he  joined  Novell  as  CEO,  he  brazenly  set  about 

creating  the  top  networking  software  in  the  industry.  That  got  computers  and  people  talking.  Again. 

Fearless  entrepreneurs  like  Eric  Schmidt  find  a  kindred  spirit  in  Forbes.  No  wonder  he's  been  reading  it  since  1990. 


Forbes 

CAPITALIST  TOOL 


orbes.com 


EJLRJJLS 


EDITED   BY  JOSHUA  LEVINE 


Mine's  Lighter 

adventureI  Bigger  used  to  mean  better  in  the 
yachting  world.  Now  the  bragging  rights  belong  to  the  guy 
with  the  lightweight  (but  fast!)  boat,  by  daniel  fisher 

THOMAS  GOSNELL  WAS  ANCHORED  IN  PORTUGAL'S 
Madeira  harbor  aboard  his  118-foot  sailing  yacht,  Timo- 
neer,  a  few  years  ago  when  a  strange  craft  hove  into  view. 
Almost  70  feet  long,  with  a  low-slung  white  hull  and  a  huge 
bowsprit  sticking  out  in  front  like  a  narwhal's  horn,  it  was 
unlike  anything  Gosnell  had  ever  seen.  It  was  also  very  fast. 
Later,  over  drinks  with  the  owner,  Dr.  Willet  Whitmore,  Gosnell  discov- 
ered just  how  fast  it  was.  The  boat,  called  Route  66,  cruised  at  more  than  20 
knots  and  frequently  hit  speeds  in  excess  of  30  knots,  or  35  miles  an  hour. 
Note  that  America's  Cup  racers  max  out  at  16  knots,  and  they're  basically 
empty  shells  with  nary  a  cushion  to  sit  on.  Route  66  boasted  a  full  luxury  in- 
terior with  air-conditioning,  desalination  equipment  and  even  an  air  com- 
pressor for  underwater  breathing  hoses. 

Gosnell  was  smitten.  When  he  got  back  to  the  States,  the  retired 
Rochester,  N.Y.  publisher  called  the  yacht-design  firm  of  Sparkman  & 
Stephens,  the  builders  of  Route  66,  and  ordered  his  own  version  of  the  boat. 
"I  told  S&S  I  want  somedung  that'll  go  lickety-split  on  a  reach,"  says  Gos- 
nell, who  at  80  retains  a  teenager's  enthusiasm  for  speed.  (A  reach  is  a  boat's 
fastest  point  of  sail.) 

What  he  got  was  Sleighride,  a  77-foot  luxury  yacht  that  on  its  maiden 
voyage  in  1996  hit  24  knots — with  16  people  on  board,  including  4  of  Gos- 
nell's  grandchildren. 

Ten  years  ago  the  only  large  yachts  capable  of  such  speeds  were  Whit- 
bread  round-the-world  racers  crewed  by  1 2  burly  sailors,  and  even  then  only 
while  surfing  down  a  giant  wave  in  a  gale. 

Since  then  a  few  more  yachts  have  joined  the  speed  club.  But  mainly  by 
exploiting  the  basic  rule  of  yacht  design:  The  longer  the  boat,  the  faster  it 
can  go.  Netscape  founder  lames  Clark's  computer-stuffed  Hyperion  is  155 
feet  long. 

Length  isn't  the  only  way  to  go  fast  anymore.  By  using  lightweight 

aerospace  materials  like  carbon  fiber,  which  has  the  strength  of  steel 

but  weighs  one-fifth  as  much,  naval  architects  can  design  boats  that 

plane  across  |    :  surface  of  the  water  instead  of  plowing  through  it.  Since 

se  boats  don't  have  to  adhere  to  the  strict  rules  governing  the  de- 

its  used  in  the  America's  Cup  and  other  races,  they're  often 
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Built  for  comfort  and  for  speed. 
Sleighride  hit  24  knots  with  16  aboard- 
including  4  grandchildren. 
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faster  than  the  racing  boats  they're  modeled  after. 

"The  thinking  on  these  boats  is,  'Let's  not  look  at  the  rules, 
let's  look  at  what  the  water  likes  to  see,'  "  says  Eric  Goetz,  the 
Bristol,  R.I.  boatbuilder  who  built  Route  66  and  Sleighride,  as 
well  as  yachts  competing  in  the  past  three  America's  Cups. 

Such  performance  doesn't  come  cheap.  Carbon  fiber  costs 
$20  a  pound,  versus  $1.50  for  fiberglass.  Titanium,  dubbed 
"unobtainium"  by  some,  is  so  expensive  it's  banned  from 
many  racing  boats  in  the  interest  of  fairness.  But  if  you  want  to 


Boatwright  to 
the  billionaires. 
Sleighride's 
builder,  Eric 
Goetz,  has  also 
constructed 
superfast 
sailboats  for 
the  likes  of 
Bill  Koch  and 
Roy  Disney. 
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make  room  for  a  few  extra  thousand  pounds  of  luxuries, 
you've  got  to  cul  weight  out  somewhere  else. 

"It's  easy  to  get  the  first  10%  in  weight  out  of  the  boat,  the 
next  20%  is  a  little  harder,  and  the  last  2%  is  extraordinarily 
expensive,"  says  Goetz.  "hi  mam  cases  these  guys  don't  need 
that  lai,  but  they  like  to  anyway." 

Hie  ultimate  expression  of  this  obsession  with  weight  sits 
in  ( ioetz's  shop:  a  100-foot  cabin  cruiser  made  out  of  some  of 
the  s.nne  materials  as  Route  66.  It  will  burn  less  gas  and  go  a  lit- 
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tie  faster  than  a  fiberglass 
Bertram,  but  the  owner,  a 
Florida  businessman,  is 
probably  paying  an  extra 
$1  million  for  the  privilege. 
Goetz  and  his  competi- 
tor down  the  street,  Barry 
Carroll  of  Carroll  Marine, 
have  transformed  Bristol 
into  the  Maranello  of  the 
fast-boat  world.  Just  as  car 
freaks  make  pilgrimages  to 
the  city  in  northern  Italy 
where  the  Ferrari  was 
born,  the  yachting  world's 
speed  freaks  go  to  Carroll 
and  Goetz  in  Bristol. 

Goetz,  50,  who  gradu- 
ated from  Brown  Univer 
sity  with  an  anthropology 
degree,  fell  into  boatbuild- 
ing after  training  as  a  fur- 
niture maker  in  Germany. 
By  the  early  1990s  he  was 
known  for  his  expertise 
with  Kevlar  (the  stuff  in 
bulletproof  vests),  carbon 
fiber  and  other  experimen- 
tal materials.  In  addition  to 
building  the  occasional 
America's  Cup  contender,  Goetz  turns  out  four  to  five  boats  a 
year  for  customers  including  Roy  Disney,  William  Koch  and 
George  David,  the  chief  executive  of  United  Technologies. 

A  Goetz  custom  boat  costs  at  least  $1  million  and  is  th 
\  aehting  equivalent  of  a  custom-tailored  suit.  Each  one  i 
handbuilt  out  of  sheets  of  lightweight  balsa  wood  sandwiched 
between  layers  of  carbon  fiber  or  Kevlar  and  baked  in  an  over 
at  212  degrees  for  stiffness.  Interior  walls  diat  look  like  hard 
wood  paneling  are  in  fact  made  of  paper-thin  wood  veneer  o 
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Somewhere,  deep  inside  your  house, 
is  something  you  want.  Maybe  ifs  a 
vacation,  or  a  car,  or  education  for  your 
children.  It  is  tied  up  in  the  value  of  your 
house.  Which  is  what?  Do  you  know? 
What  could  you  reasonably  ask  for, 
based  on  the  economics  of  the  housing 
market,  right  now? 

FIND    OUT    HOW    MUCH 
YOUR    HOUSE    IS   WORTH. 

HomeGain  is  the  only  web  site  that  offers 
free,  instant  home  valuations  for  homeowners. 
You'll  find  the  selling  price  of  houses  recently 
sold  in  your  neighborhood  and  an  estimate 
of  what  your  home  is  worth*  All  for  free. 
All  online. 

To  find  out  more  and  to  get  your  free 
valuation,  visit  www.homegain.com. 


his  is  not  an  appraisal.  The  Valuation  Too!  result  is  a  possible  value  range  and  cannot  replace  an  appraisal  or 

•milor  report  rendered  by  a  licensed,  professional  appraiser  or  o  Comparative  Market  Analysis  (CMA)  conducted 

y  a  real  estate  professional.  Always  consult  a  licensed  appraisal  professional  or  experienced,  local  real  estate 

9ent  before  pursuing  any  real  estate  transaction  ©2000  HomeGain.com  *~r    ^  2 


WHAT'S  YOUR  HOME  WORTH? 


HOME  VALUATION  AT  WWW.HOMEGAIN.COM 
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Sea  Monsters 

Ultrafast  cruising  yachts  borrow  a  lot  of  technology  from 
their  counterparts  in  the  America's  Cup  racing  program. 
The  main  difference  is  that  America's  Cuppers  have  about 
80%  of  their  50,000  pounds  in  the  keel  to  counterbalance  their  large 
sail  area  and  drive  them  faster  upwind. 

Luxury  yachts  don't  need  that  upwind  performance  and  have  a 
bit  less  sail  area.  They  move  a  lot  of  the  saved  weight  up  into  the 
hull  in  the  form  of  air-conditioning,  stereo  equipment  and  other 
essential  amenities.  And  since  most  wealthy  couples  prefer  not  to 
have  15  or  20  sailors  on  board  to  keep  the  boat  flat  in  a  breeze,  these 
yachts  have  water  ballast  that  can  be  pumped  from  side  to  side 
instead.  — D.F. 


SLEIGHRIDE 

Length:  77  feet,  3  inches 

Beam  (width):  18  feet,  4  inches 

Draft  (depth  of  keel):  II  feet, 

9  inches 

Total  weight:  38,000  pounds 

Weight  in  keel:  14,000  pounds 

Movable  water  ballast:  10,500 

pounds 

Sail  area:  2,465  square  feet 

Maximum  speed:  35  knots  (40mph) 

Hull  construction:  Balsa  core 

covered  with  carbon  fiber  that 

has  been  preimpregnated  with 

epoxy  resin  and  baked  in  an  oven 

at  212  degrees 

Interior:  Nomex  honeycomb 

with  aircraft  plywood  skins; 

mahogany  trim 

Amenities:  Hydraulic  winches,  two 

staterooms,  one  bathroom,  a  galley 

and  a  large  main  saloon 


TYPICAL  AMERICA'S 
CUP  CONTENDER 

Length:  79  feet 
Beam  (width):  13  feet 
Draft  (depth  of  keel): 

13  feet 

Total  weight:  55,000 

pounds 

Weight  in  keel:  44,000 

pounds 

Movable  water  ballast:  none 

Sail  area:  3,950  square  feet 

Mast  height:  32  meters 

(105  feet) 

Hull  construction: 

Aluminum  or  Nomex 

honeycomb  core 

covered  with  carbon  fiber 

Interior:  Severely  lacking 

(none) 

Amenities:  Water-bottle 

holders 


top  of  Nomex  honeycomb,  a  lightweight  paper-and- resin  ma- 
terial normally  found  in  jet  airplanes. 

"We  used  to  sell  to  doctors  and  lawyers,"  Goetz  says,  "but 
they  can't  afford  us  anymore." 

The  doctors  and  lawyers  go  down  the  street  to  Carroll  Ma- 
rine, where  a  47-foot  go-fast  machine  sells  for  a  mere 
$450,000.  Carroll  isn't  exactly  a  volume  producer,  either:  He 
figures  he'll  turn  out  fewer  than  50  boats  this  year,  most  of 
them  Farr  40  racers  (FORBES,  Mar.  8,  1999).  Demand  for  the 
new  high-speed  luxury  boats  far  outstrips  supply,  Carroll  says. 
Last  year  he  had  to  refuse  $750,000  from  a  Hong  Kong  mag- 
nate who  tried  to  jump  the  line. 

"He  handed  me  the  check  and  said,  'I  want  my  boat  now,' 
and  we  couldn't  do  it,"  says  Carroll,  a  former  U.S.  Naval  Acad- 
emy midshipman  who  grew  up  crewing  for  wealthy  yacht 
owners  in  nearby  Newport.  "That 
check  was  stained  with  my  tears." 

Carroll  says  his  typical  cus- 
tomer is  an  experienced  sailor,  45 
to  60,  who  likes  gadgets.  Carroll's 
boats  are  crammed  with  electronic 
gear,  from  satellite  phone  systems 
to  stereos  that  can  be  controlled 
from  each  stateroom.  Since  these 
boats  have  keels  that  are  10  feet 
deep  or  more  to  counterbalance  the 
power  of  the  sails,  some  owners  opt 
for  expensive  hydraulic  lifting  sys- 
tems to  raise  their  keels  and  sneak 
into  Caribbean  anchorages.  Elec- 
tric winches  save  the  owner  from 
having  to  haul  in  the  sails  by  hand. 

There's  all  of  that  and  more  on  Sleighride.  Gosnell  mainly 
uses  his  waterborne  dragster  to  take  friends  out  for  day  sails 
around  Nantucket.  He  usually  refrains  from  scaring  the, 
guests  on  those  trips,  although  he  proudly  announces  the! 
boat  hit  29  knots  once  with  his  daughter  at  the  helm. 

Sleighride  is  named  after  the  terrifying  "Nantucket  sleigh 
ride"  whalers  used  to  endure  when  their  prey  dragged  their 
boats  across  the  waves.  Mitchell  Gibbons-Neff,  the  president  ol 
Sparkman  &  Stephens,  recalls  a  similar  moment  wher 
Sleighride  hit  35  knots  surfing  down  a  wave  in  the  Atiantic. 

"The  whole  boat  was  humming,"  Neff  says.  "I  was  reall) 
worried  there  would  be  no  way  to  slow  her  down." 

Neff  will  gladly  accommodate  any  boat  purchaser  whc 
wants  to  pay  for  such  an  experience.  "But  you  have  to  under 
stand  that  if  you  want  to  go  that  fast,  you're  not  going  to  b< 
very  comfortable,"  he  says. 

Gosnell  agrees  on  that  last  point.  Sleighride 's  good  for 
few  thrills  around  Nantucket,  he  says,  but  for  cruising  voy 
ages  he's  building  a  slower,  more  traditional  147-footer. 

"I've  been  around  Cape  Horn  twice,  and  you  don' 
go  around  the  Horn  on  a  boat  like  Sleighride,  I  can  tell  yoij 
that,"  he  says.  ' 


"The  whole 
boat  was 
humming.  I 
was  really 
worried  there 
would  be  no 
way  to  slow 
her  down." 
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Hot  Product  Picks 


Yamaha's  Home  Theater  receiver  -The  RX-VI 


Yamaha  Electronics  Corporation,  the  company  that  introduced  the  world's  first  reality-based 
DSP  for  surround  in  1986,  and  followed  with  an  ongoing  series  of  groundbreaking  A/V  proces- 
sors and  receivers,  has  now  introduced  its  newest  flagship  Home  Theater  receiver  —  the  RX-VI. 
Designed  as  the  new  standard  for  the  industry,  the  RX-VI  provides  Dolby  Digital,  DTS,  unique 
Home  Theater  and  music  processing  modes,  and  more  than  700  watts  of  power.  In  addition  to  use 
in  traditional  home  systems,  it  is  also  ideal  for  use  in  custom  installation,  since  it  is  compatible 
with  sophisticated  home  automation  systems.  Visit  www.yamaha.com  today. 


redtagbiz 


E3Expo  2000  -  Beyond  Imaging 

The  Electronic  Entertainment  Expo  2000  (E3),  scheduled  for  May  11-13  at  the  Los  Angeles 
Convention  Center,  is  the  only  event  in  the  world  that  brings  together  people,  products  and  ideas 
that  shape  the  dynamic  $6.1  billion  U.S.  interactive  entertainment  industry.  More  than  55,000 
industry  professionals  from  around  the  world  attend  E3  each  year  to  see  the  latest  computer  and 
video  games  and  do  business  with  the  most  influential  people  in  the  industry. 

To  pre-register  for  E3  2000  before  April  7,  or  for  more  information,  visit  www.e3expo.com.   E3 
2000  is  not  open  to  the  general  public  (trade  only)  and  no  one  under  age  18  will  be  admitted. 


RedtagBiz.com 

Redtagbiz.com  is  the  new  Internet  based  system  that  makes  the  process  of  buying  and  selling 
overstock  merchandise  fast  and  worry  free.  The  redtagbiz.com  marketplace  is  risk  free  with  no 
listing  or  membership  fees.  We  have  market  experts  to  actively  facilitate  transactions  and  handle 
logistics  so  redtagbiz.com  deals  get  done.  Our  site  is  secure  and  easy  to  use.  Put  us  to  work  for 
your  business.  To  see  the  leader  in  action,  visit  HYPERLINK  "http://www.redtagbiz.com" 
www.redtagbiz.com  or  call  1-800-605-5364. 


Brother  International's  MFC-9I000C 

Brother  International's  new  MFC-9100C  is  a  6-in-l  color  ink  jet  multi-function  unit  with  a 
versatile  flatbed  design.  It  lets  you  easily  copy,  scan  and  fax  bound  documents  as  well  as  single 
sheets.  The  unit  also  includes  applications  for  color  printing,  color  PC  fax  and  color  video 
capture. The  MFC-9100C  delivers  high  quality  printing  with  up  to  1440  X  720  dpi  resolution 
and  fast  print  speeds  of  7PPM  monochrome  and  4  PPM  color.  It  sells  for  $699  (estimated 
street).  For  more  information  contact  Brother  at  (908)  276-7746  or  www.brother.com. 


FM  Radio  Mouse 


FM  2000  RADIO  MOUSE  is  a  new  and  unique  concept  introduced  to  the  US  market  this  past 
January  at  the  Consumer  Electronic  Show  in  Las  Vegas  Nevada.  The  3  button  programmable 
mouse  has  a  built  in  FM  radio  receiver  that  is  capable  of  receiving  FM  broadcast  right  through 
the  sound  card  system  on  board  your  PC.  Additionally,  the  FM  radio  has  a  built  in  MP3 
Player/Recorder  that  enables  the  user  to  record  and  replay  up  to  8  full  hours  of  brilliant,  high 
quality  Digital  stereo  broadcast  without  any  additional  memory.  Available  in  3  Whale  designs 
and  2  Kids  design  Color  choices,  this  marvel  FM  Radio  Mouse  will  make  a  great  companion  to 
any  PC  system. 

For  more  information,  please  contact  E-Tech,  Inc.,  USA  at  717.845.7668 
Or  log  on  to  our  website  at  www.e-tech-inc.com. 
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Money  in  the  Bank 

v  e  l  s  on  collectingI  When 
a  bank  is  worth  more  than  its  deposits. 

BY  RALPH  AND  TERRY  KOVEL 

PRICES  FOR  MECHANICAL  BANKS  HAVE  BEEN  RISING 
steadily  for  years,  but  even  serious  collectors  did  a 
double  take  when  The  Old  Woman  in  the  Shoe  sold 
for  $426,000  at  auction  two  years  ago.  At  the  same  sale  six 
other  mechanical  banks  sold  for  more  than  $100,000  each. 
For  collectors  it  was  a  signal  to  pull  their  money  out  of  the 
bank — or  at  least  the  mechanical  bank. 

The  upshot  has  also  been  new  life  in  the  collecting  mar- 
ket for  "still  banks"  made  primarily  between  1880  and 
about  1940.  Just  in  case  you  can't  figure  out  the  difference 
between  the  two:  The  mechanical  kind  moves  when  a  penny 
is  dropped  in  the  slot— a  head  nods,  a  hand  waves  or  a  bird 
opens  its  mouth  and  the  penny  disappears  from  view.  It  is 
like  an  animated  toy.  Still  banks  are  simpler,  nonmoving 
versions.  They  are  usually  fashioned  out  of  cast  iron,  tin, 
pottery  or  glass  and  shaped  like  a  small  building,  say,  or  per- 
haps a  dog  or  a  coffee  mill. 

Both  versions,  moving  and  still,  are  bygone  testaments 
to  the  outmoded  notion  that  children  should 
be  taught  thrift.  So  they  were  made  to  look 
like  toys,  and  indeed,  many  were  toys  with  a 
money  slot  added  by  the  manufacturer. 

Still  banks  sold  for  less  than  50 
cents  at  the  turn  of  the 
century.   By   the    1970s 
these  banks  brought  in 
$10  at  antique  stores.  But 
last  year  most  still  banks 
sold  from  $75  to  $100,  al- 
though rarities  went  for 
thousands — the  top  seller 
at  a  fall  '99  sale  was  a 
c.  1870  Moody  &  Sankey 
red-and-blue   cast    iron 
bank  that  brought  in  $8,470. 

Prices  that  high  are 
relatively     uncommon, 
however,  making  this  a  good 
time  to  start  a  still  bank  col- 
lection. Start  by  rummaging 
through  your  own  attic — 
you  never  know  what 
could  turn  up.  Some  bin 
tis    specialize    in    banks 
shaped  like  buildings  (the 

hottest     in     the     market    _ 

This  bank  depicts  evangelists 
sates  or  character    Dwight  Moody  and  Ira  Sankey. 
figures.  Mill  other  collectors    it  sold  for.  hallelujah.  $12,000. 


Forgotten  the  Maine?  This  cast- 
iron  replica  should  jog  your 
memory.  It  sold  for  $825. 


Flat  Iron  Building  for  the 
$2,640  this  toy  bank  sold  for. 


specialize  in  a  particular  manu- 
facturer— the  most  popular  is 
Banthrico  (1931-1984). 

A  manufacturer's  name  on  an 
iron  bank  does  not  increase  the 
value,  however.  A  bank's  physical 
condition  has  much  more  to  do 
with    determining    price.    The 
record-priced  Grinning,  Frowning 
Boy  bank  that  sold  in  1991  for 
$16,000  was  both  rare  and  in  pris- 
tine condition.  But  whatever  you 
do,  if  you  buy  a  bedraggled 
old  bank,  do  not  attempt  to 
prettify  it,  no  matter  what 
eal     it  looks  like.  If  you  repair 
your  bank  it  may  look  bet- 
ter, but  it  will  have  less 
value.  And  don't  even  think 
about    removing    rust — 
you'll  only  end  up  stripping 
some  of  the  original  paint. 

Before  starting  a  collec- 
tion, go  to  the  auctions  and 
shows,  and  put  your  hands  on 
a  few  banks.  The  reproduc- 
tions are  easy  to  spot.  Cast- 
ings are  not  as  detailed,  and 
often  the  two  halves  are  not 
tightly  joined.  New  cast-iron  I 
banks  are  also  heavier,  and! 
the  surface  is  rough.  Modern 
painting  is  cruder,  and  the! 
paints  are  too  bright.  Before  long  you'll  have  little  trouble! 
spotting  the  phonies. 

To  learn  more,  read  The  Penny  Bank  Book  by  Andy 
and  Susan  Moore  (Schiffer  Publishers)  or  contact  the 
Still  Bank  Collectors  Club,  founded  in  1960.  The  club  ha^ 
a  newsletter,  The  Penny  Bank  Post  (4175  Millersville 
Road,  Indianapolis,  Ind.  46205),  and  a  Web  site 
(stillbankclub.com).  F 


One  way  up.  he  grins.  The 
other,  he  frowns.  Either  way, 
he's  worth  $16,000. 
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Front-Porch  Tunes 

s  i  c  I  Why  is  the  eccentric  creator  of  Fritz  the  Cat  and 
Mr.  Natural  strumming  a  mandolin  in  Nfmes? 


BY  MIKE  ZWERIN 

I'M  AN  OLD  CURMUDGEON,"  R. 
Crumb  mumbles  with  a  W.C.  Fields 
burr,  "and  I'm  proud  of  it." 

Yes,  that's  the  same  Robert  Crumb 
who  just  about  single-handedly  in- 
vented underground  comics  during  the 
Age  of  Aquarius.  Maybe  you've  been 
wondering  whatever  became  of  the  man 
who  created  joyfully  scruffy  cartoon 
characters  like  Mr.  Natural,  Honey- 
buncfa  Kaminsky  and  Fritz  the  Cat.  You 
will  be  happy  to  learn  that  he  is  alive,  al- 
beit no  longer  contributing  to  the  comic 
scene.  At  56,  he  is  strumming  his  man- 
dolin in  a  picturesque  village  near  the 
southern  French  city  of  Nimes,  where 
he  has  lived  since  1995. 

You  mean  the  same  guy  who  drew 
that  bosomy  cartoon  of  Janis  foplin  for 
the  unforgettable  album  cover  of  Big 
Brother's  Cheap  Thrills  masterpiece? 
Well,  yeah,  but  as  it  happens,  Crumb's 
musical  taste  is  outrageously  retro.  As  far 
as  he  is  concerned,  popular  music  has 
been  going  downhill  tor  half  a  century. 

The  thing  that  Crumb  loves  most 

it  living  in  France  is  that  he  gets  to 

■I   he  calls  that  "old-time, 

homemade   front-porch"   music   he 
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prefers   with   a   band 
called  Les  Primitifs  du 
Futur  (Primitives  of 
the  Future).  The  only 
thing   is,   it's   a   French 
porch.  Les  Primitifs  have 
just  released  their  latest 
album,     called      World 
Musette,  on  the  French 
label  Sketch  (you  can  get 
it  via  Amazon.com  and 
other  Web  sites). 

In  case  you  hadn't  no- 
ticed, we  are  currently  en- 
joying a  musette  revival. 
A  musette  is  a  17th-century  French 
bagpipe  that  gave  its  name  to  the  work- 
ing class  dances  and  balls  in  which  the 
instrument  was  featured.  Over  the  years 
the  bagpipe  was  replaced  by  guitars  and 
accordions,  played  mostly  by  French 
Gypsies,  known  as  Manouches. 

The  Manouches  began  to  stomp  out 
what  they  called  a  "pompe,"  one  guitar 
chord  on  each  beat  in  a  style  that's  part 
African,  part  Italian  and  decidedly  jazzy. 
The  French  novelist  and  jazz  afficionado 
Boris  Vian  defined  the  musette  as 
"French  blues  in  -U  time." 

After  the  war  the  squeezebox  went 


"Between  the 
wars  there  was 
a  flowering  of 
dance  music  in 
Paris.  0ht  hoy!" 


out  of  style,  and  musette  along  with  it. 
But  now,  with  the  so-called  "world 
music"  explosion  unearthing  all  man- 
ner of  curious  musical  traditions,  vive 
musette! 

Richard  Galliano  is  the  best-known 
accordionist  involved  with  what  has 
come  to  be  called  the  new  musette 
movement.  Galliano  plays  music  re- 
flecting the  new  multicultural,  rain- 
bow-colored France — the  same  France 
whose  ethnically  piebald  soccer  team 
won  the  World  Cup  in  1998.  Les  Prim- 
itifs du  Futur  are  in  the  same  class  as 
Galliano  and  the  more  rock-oriented 
world  music  group  Les  Negresses 
Vertes. 

Crumb's  musical  contribution  is 
modestly  downplayed  in  the  band's  pub- 
licity. He's  not  the  leader — 
truth  be  known,  he  gets 
terrible  stage  fright.  But 
his  colorful  trademark 
drawings  on  the  band's 
CD  jackets  do  not  exactly 
hurt  sales. 

Lighthearted  images 
notwithstanding,  this  is 
serious  business  for 
Crumb — "Oh,  boy!"  as 
he  might  say.  One  film 
critic  described  our  hero, 
the  subject  of  a  1995 
documentary  called  sim- 
ply Crumb,  as  "weird 
with  a  very  big  W."  But 
he  has  a  real  passion  for 
this  old-time,  wonder- 
fully hybrid  music,  and 
he  knows  a  lot  about  it. 

"Between  the  wars  there  was  a  flow- 
ering of  dance  music,"  he  says  wistfully. 
"It  was  a  fertile  field — a  field  of  flowers. 
Oh,  boy!  There  were  hundreds  of  places 
to  dance  in  Paris.  In  those  days  you 
could  still  hear  a  farm  woman  from  Ap- 
palachia  or  the  Auvergne  sing  a  folk 
song.  People  just  singing  because  they 
love  to,  not  to  become  rich  and  famous, 
have  just  about  vanished.  You  don't 
even  have  to  carry  a  tune  anymore.  You 
just  carry  a  Discman.  People  used  to  get 
together  and  sing  because  it  made  them 
happy.  Remember  glee  clubs?"  F 
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T  R  A  v  E  L  |  The  apple  brandy  of  Normandy  is  among 
the  least  known  of  the  world's  great  potables.  It's  even 
better  if  you  get  a  taste  of  it  over  there. 


BY  GWEN  DAVIS 

YEARS  AGO  I  READ  ARCH  OF 
Triumph  b)  I  rich  Maria  Re- 
marque,  in  which  the  lovers, 
obviously  doomed,  drank 
Calvados.  Ever)  time  they  made  love  or 
sensed  had  news  coming  they  downed 
a  little  (  alvadov  So  though  I  had  never 
tasted  it.  .  nd  was  only  vaguely  aware 
that  it  was  some  kind  of  apple  brandy, 
when  I  finally  made  my  way  through  the 


Calvados  region  of  France,  it  already  had 
embodied  a  hint  of  the  erotic  and  a 
tinge  of  melancholy. 

That 's  a  lot  more  than  most  people 
know  of  this  unsung  treasure,  however. 
An  eau-de-vie,  Calvados'  image  suffers 
greatly  when  compared  with  its  grape- 
derived  cousins  farther  south — Cognac 
and  Armagnac  But  Calvados  has  some 
illustrious  partisans.  Proust,  who  often 
vs   ationed  in  Caubourgon  the  Norman 


coast,  endorsed  it  heartily  in  Remem- 
brance of  Things  Past.  A.J.  Liebling,  the 
American  journalist  and  indefatigable 
gourmand,  wrote,  in  Normandy  Revis- 
ited, that  Calvados  "has  a  more  agree- 
able bouquet,  a  warmer  touch  to  the 
heart  and  more  outgoing  personality 
than  Cognac." 

And,  of  course,  there  is  that  heavenly 
fragrance.  "Left  uncorked  it  will  fill  the 
whole  room  with  the  potent  perfume  of 
apples,"  says  Victor  Taylor,  former  food 
and  beverage  manager  of  the  Carlyle 
Hotel  in  New  York. 

The  origins  of  Calvados  are 
shrouded  in  legend,  like  so  much  else 
regarding  the  mystical  apple  brandy  of 
Normandy.  To  begin  with,  there  is  the 
genesis  of  the  name.  My  favorite  story 
has  it  that  a  ship  in  the  Spanish  Armada, 
El  Calvador,  sank  off  the  Normandy 
coast,  and  the  French,  industrious  as 
they  are,  dove  into  the  wreckage,  found 
bottles  of  apple  brandy  and  started  mak- 
ing it  themselves. 

Yet  according  to  Christian  Drouin, 
whose  distillery  in  Fiefs  Saint-Anne 
makes  the  excellent  Coeur  de  Lion  Cal- 
vados, there  is  no  record  of  an  El  Cal- 
vador in  Normandy's 
Maritime  Museum.  And 
in  further  fact,  the  pro- 
duction of  apple  cider 
which,  when  distilled  in 
that  exquisite  northerly 
region  of  France,  be- 
comes Calvados,  well 
predates  the  defeat  of  the 
Armada  in  1 588.  Farmers 
were  paying  off  their 
landlords  with  cider  over 
a  century  before. 

Drouin  cares  about 
history,  but  he  cares  a  lot 
more  about  the  glasses  he  is  lining  up 
on  the  wooden  bar  of  the  half-timbered 
farmhouse  where  he  has  his  office.  He 
starts  out  with  some  rough  Pommeau 
(an  apple  aperitif)  and  then  starts  on  the 
Calvados.  The  older  samples  get  pro- 
gressively gentler.  Some  are  made  with  a 
small  percentage  of  pears  and  have  to 
be  clearly  marked  as  such.  It  isn't  long 
before  I  notice  the  high  color  in 
Drouin's  cheeks,  and  begin  to  feel  a  very 
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strong  flush  in  my  own. 

So  I  ease  back  and  the  next  day 
begin  accompanying  my  meals  with 
the  fizzy,  refreshing  cider  that  is  an  ear- 
lier stage  of  the  drink. 

Apples  originated  in  the  region 
around  the  Black  Sea,  from  the  same 
botanical  family  as  the  rose.  The 
Greeks  took  the  apples  to  the  Basques, 
who  cleverly  began  squeezing  out 
the  juice  and  fermenting  it.  And 
the  Basques  gave  the  process  to  the 
Normans. 

That  the  Normans  knew  what  to 
do  with  it  is  obvious  every  few  hun- 
dred yards,  as  you  can't  avoid  noticing 
all  the  roadside  signs  pointing  the 
passersby  to  farms  that  make  Calvados. 

Bernard  LaBey's  family  has  been 
making  Calvados  in  Tourgeville  for 
eight  generations,  and  the  process 
hasn't  changed  much  over  that  time: 
Thirty  different  kinds  of  apple — 
LaBey  says  you  need  that  many  vari- 
eties for  the  best  brew — are  piled 
high  in  pyramids,  the  juice  slowly 
seeping  out  under  the  apples'  own 
weight.  But  LaBey  no  longer  uses  his 
own  still  for  the  two  distillations  Cal- 
vados requires. 

Like  many  farmers  in  the  region, 
he  rents  time  on  a  traveling  still  that 
moves  through  the  countryside.  Some 
use  the  stills  to  avoid  the  Calvados  in- 
spectors, who  descend  on  farms  with 
their  thermometers  to  measure  sugar 
and  alcohol  content  and  subject  the 
brandy  to  a  host  of  nitpicking  regula- 
tions. "There  are  12,000  fonctionnaires 
in  France,"  gripes  LaBey,  "and  that's 
11,000  too  many." 

It's  almost  enough  to  rob  him  of 
his  spirit,  he  says.  But  not  quite.  At  1 1 
on  a  crisp  morning,  he  offers  a  taste  of 
his  home  brew,  with  more  than  a  twin- 
kle in  his  eye.  That  gleam  seems  to  stay 
with  most  of  the  farmers,  whose  faces 
are  ruddy  and  whose  marriages  appear 
to  remain  quite  lively,  at  least  judging 
from  the  happy  expressions  on  the 
equally  ruddy-faced  wives  who  never 
seem  to  stand  too  far  away.  So  maybe 
there's  truth  to  the  myth  that  Calvados 
is  an  aphrodisiac. 

The  storms  that  tore  through 


France  a  few  months  ago  left  giant  trees 
ripped  from  their  roots,  splintered  like 
toothpicks  by  the  sides  of  the  roads. 
Normandy's  apple  trees  were  not 
spared.  So  although  the  best  Calvados 
should  be  aged  at  least  25  years,  squir- 
rel away  whatever  you  can  right  now 
since  the  future  of  the  apple  crop  in 
France  may  be  in  question.  Those  from 
the  Pays  D'Auge  region  of  Calvados 
country  are  considered  the  best  and 
command  the  highest  prices  (the  Car- 
lyle's  Victor  Taylor  bought  a  Pays 
D'Auge  for  $400  four 
years  ago  and  was  re- 
cently offered  $1,200 
for  it). 

You  can  return 
from  Calvados  empty- 
handed,  however,  and 
still  count  yourself 
lucky  to  have  seen  it. 
Honfleur  on  the  Nor- 
mandy coast  is  as  pic- 
turesque a  village  as 
any  in  France — it  was 
a  great  favorite  of  the 
impressionists  who 
daubed  innumerable    »°"f 'eiir  the  jewel 

dreamy  canvases  with  boats  bobbing 
away  at  anchor.  Up  a  cobblestoned  side 
street  you  will  come  upon  a  tiny  store 
that  sells  only  one  thing:  Calvados.  The 
proprietor,  like  everyone  else  who  deals 
with  the  spirit,  is  just  as  delighted  if  you 
spend  the  day  tasting  as  buying. 

On  the  hill  just  above  the  village, 
by  the  lighthouse,  is  the  Ferme  Saint 
Simeon,  a  luxurious  hotel  where  still 
hang  great  works  by  the  penniless  im- 
pressionists who  bartered  their  har- 
borscapes  for  a  bed  and  a  bath,  Monet 
among  them.  And  up  a  slight  incline 
inside  the  town  is  St.  Catherine's,  the 
oldest  wooden  church  in  France,  sun- 
light pouring  through  its  high  inset 
panels  of  stained  glass. 

In  the  first  row,  on  her  father's  lap, 
sits  an  infant  girl,  about  to  be  baptized 
Elodie,  looking  attentive.  Of  course  she 
is  apple-cheeked,  already  chubbed-up 
by  the  richness  of  Normandy's  fabled 
dairies.  It  is  a  scene  that  could  have 
taken  place  centuries  before,  when  the 
first  Calvados  was  made.  F 


Stormin' 
Normandy 

Normandy  is  as  unabashedly  rich 
in  its  cuisine  as  it  is  in  its  Calva- 
dos. In  Honfleur  one  can  have  a 
M/'che//n-qualiry  meal  at  LAbsinthe, 
fronting  the  harbor:  a  huge  tasting  menu, 
or  a  three-course  meal  and  fine  wine,  for 
$75.  Les  Flots,  up  a  cobblestoned  street 
from  the  center  of  the  village,  is  the 

warmest  of  the  sidewalk 
cafes,  with  the  best 
moules  mariniere  ($8) 
and  the  friendliest  ser- 
vice. LAssiette  Gour- 
mand on  the  port  also 
offers  an  extensive 
menu,  as  does  LAscot.  If 
you're  in  Caen  to  see  the 
war  memorial,  try  Ra- 
belais in  the  Holiday  inn: 
excellent  fish  and  a  crisp 
Sancerre. 

You  will  need  places 
to  rest  your  head  be- 
tween Calvados  sam- 


of  Calvados. 


plings.  Deauville  is  the  flashiest  town  in  the 
region,  for  those  who  like  casinos,  designer 
boutiques,  a  boardwalk  and  a  film  festival 
in  the  fall.  The  best  hotels  there  are  the 
Hotel  Normandy,  where  seeing  and  being 
seen  rank  high  on  the  list  of  activities;  the 
Hotel  Royal,  which  faces  the  beach;  and 
the  Hotel  du  Golf,  situated  higher  up,  with  a 
panorama  of  the  sea.  All  three  rate  four 
stars.  LAugeval  is  a  bit  less  luxurious, 
but  it's  a  local  favorite  for  a  romantic 
rendezvous. 

The  loveliest  village  in  Calvados  is  Hon- 
fleur, which  boasts  three  four-star  hotels. 
Most  elegant  and  commodious  is  the  Ferme 
San  Simeon,  etched  from  an  old  farmhouse, 
with  a  spa  and  swimming  pool  that  look 
seaward.  La  Manoir  du  Butin  is  a  bit  homier, 
but  no  less  enchanting,  with  the  same  view 
of  La  Manche.  La  Chaumiere  has  great 
paths  to  walk  along,  horseback  riding  and 
meals  that  are  a  match  for  any  of  them. 

And  all  along  the  way  are  chambre 
d'hotes,  the  French  equivalent  of  bed  & 
breakfasts.  The  best  of  them  is  Groult,  in 
Gonneville-sur-Honfleur.  —CD. 
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The  Ultimate  Amoralist 

J  |  The  facts  of  Armand  Hammer's  life  defy  belief.  That's 

y  his  story  may  be  best  told  as  fiction. 


BY  JAMES  W.  MICHAELS 

JUST  WEEKS  BEFORE  HE  DIED  IN 
1990,  Armand  Hammer,  oil 
magnate,  onetime  bootlegger, 
self-proclaimed  friend  of  Lenin, 
and,  even  in  his  old  age,  a  notorious 
womanizer,  had  himself  a  belated  bar 
mitzvah.  He  was  92.  Was  it  sincere  re- 
pentance, this  return  to  the  religion  of 
his  distant  forebears?  We  will  never 
know.  With  Armand  Hammer  vou 
never  did  know.  The  man  was  a  great 
performer.  In  the  1920s  he  persuaded 
the  Bolsheviks  he  was  a  sincere  fellow 
traveler  when  all  he  wanted  to  do  was 
make  a  buck  off  them.  In  the  1970s  he 
had  himself  wheeled  into  a  federal 
courtroom,  his  head  lolling  helplessly. 
1  lis  sick  act  convinced  the  judge  he  was 
physically  unfit  to  face  trial  in  the 
Richard  Nixon  campaign  contribution 
scandal.  The  very  next  day  Armand  had 
a  "miraculous  recovery"  and  was  back 
m  his  office,  fit  as  a  fiddle. 

Years  ago  a  New  York  publisher  ap- 
proached lames  Cook,  then  an  execu- 
tive editor  at  FORBES.  Would  Cook 


Armand  Hammer  and 
his  wife  in  Red 
Square.  1982. 


write  the  life  story  of  this  elusive  char- 
acter? Cook  knew  Hammer  as  well  as 
any  journalist  could,  having  inter- 
viewed him  many  times  and  written  on 
him  extensively.  But  Cook  was  wise  to 
reject  the  offer.  Hammer  had  invented 
and  reinvented  himself  so  many  times 
that  no  one  could  trace  the  real  Ar- 
mand; even  his  close  associates  gave  up 
trying.  Cook  ultimately  did  take  up  the 
challenge — but  as  fiction,  not  as  biog- 
raphy. The  result  is  The  Fellow  Travelers 
published  this  year  by  the  Permanent 
Press  (246  pages,  $18). 

Cooks  compelling  novel  centers  on 
a  character  closely  based  on  Hammer, 
Manny  Faust.  The  symbolism  of  the 
name  is  obvious:  The  real  Hammer 
made  many  a  pact  with  the  devil.  Not 
the  least  of  the  devils  was  the  blood- 
stained Libyan  dictator,  Muammar 
Qaddafi,  with  whom  Hammer  made  an 
oil  deal  that  set  off  a  spiral  in  petroleum 
prices  that  nearly  sank  the  Western 
economies. 

Though  he  owned  just  2%  of  its 
stock,  I  [ammer  ran  Occidental  Petro- 


leum as  his  personal  posses- 
sion. By  sheer  bluff  he  dom- 
inated the  board  of  this 
multibillion-dollar  outfit.  A 
character  in  the  book  notes 
some  of  Hammer's  curious 
acquisitions  for  Occidental. 
He  explains  them  thusly: 
"Manny's  old  bootlegging 
buddies  were  calling  in  their 
markers,  and  Manny  didn't 
have  any  choice  but  to  take 
these  mob-influenced  com- 
panies on."  To  strengthen  his 
political  connections  Ham- 
mer put  Democrat  Albert 
Gore  Sr.  on  his  payroll,  after 
Gore  lost  his  Senate  seat.  The 
father  of  our  present  vice 
president  and  presidential 
hopeful  could  not  have  been 
unaware  of  Hammer's 
dubious  connections. 

Given  the  impossibility  of 
getting  inside  Hammer's 
mind,  or  even  nailing  down 
the  more  interesting  ques- 
tions about  his  career,  Cook  tells  the 
story  at  one  remove,  through  the  eyes 
of  Hammer's  more  conventional 
brother  Victor  Faust  (Victor  Hammer 
in  real  life).  Also  from  real  life  is 
Manny's  dad,  a  discredited  Bronx 
physician  who  founded  the  American 
Communist  Party. 

The  Fellow  Travelers  gives  its  readers 
an  intriguing  glimpse  into  the  Soviet 
Russia  of  Lenin's  New  Economic  Plan, 
a  whiff  of  the  terror  unleashed  by 
Stalin's  liquidation  of  the  old  Bolshe- 
viks, and  a  true  account  of  how  the 
Comintern  betrayed  the  American 
Communists.  All  this  is  history.  But 
when  it  comes  to  Hammer's  character, 
Cook  invents — and  invents  shrewdly. 
Hammer,  the  quintessential  amoralist, 
the  ultimate  cynic,  works  best  as  fiction. 
In  the  end,  you  understand  why  Ham- 
mer got  on  so  well  with  Communists: 
The  only  real  difference  between  him 
and  them  is  that  Hammer  didn't  bother 
to  cloak  his  lust  for  power  in  ideology. 
The  Fellow  Travelers  is  a  splendid 
read.  F 
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Employment  Review  is  a  new  section  that 
helps  the  proactive  professional  take  com- 
mand of  emerging  career  opportunities.  Forbes 
offers  immediate  insight  into  innovative  com- 
panies, ideas  and  trends.  It  is  the  indispensable  source  for  hard  core  capitalists  the  world  over. 
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Since  1991  (practically  a  century  in  Internet  yearsl.  Sapient  has  been  helping  businesses 
thrive  in  the  new  economy.  We  were  the  first  to  combine  all  the  skills  our  clients  need  t 
compete  m  the  changing  world  of  the  Internet— digital  business  strategy,  technology,  brand 
design,  systems  integration,  experience  modeling  and  more  The  bottom  line:  high-impact 
results,  high-impact  careers  Where  do  you  fit  in'  Find  out  at  www  sapient  com/jobs. 
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60,000  individuals 
make  Prudential  Rock  Solid. 


Come  add  your  strengths  to  our  team. 


We  have  a 
wide  range  of 
exciting  job 
opportunities  in: 

•  Information 
Technology 

•  Marketing 

•  Finance  and 
Accounting 

•  Human 
Resources 

•  Operations 
&  Systems 

•Sales and  Sales 
Management 


Prudential.  You  know  us  for  our financial  strength.  But  we  know  that  out  people 
are  our  real  strength.  We've  become  a  trusted  name  in  financial  services  and  a 
member  of  the  Fortune  50  because  for  125  years,  we've  had  people  with  different 
backgrounds,  unique  experiences  and  varied  points  of  view  all  working  together 
to  satisfy  our  customers'  changing  financial  needs. 


Prudential  aims  for  growth  on 
a  global  scale.  Today,  we're  taking 
The  Rock®  around  the  world,  with  the  aim 
of  becoming  a  global  financial  services 
powerhouse.  And  we're  looking  for 
individuals  who'd  like  to  be  part  of  that 
growth  —  and  part  of  a  company  where 
performance  is  the  key  to  career  success. 

Explore  The  Rock®  inside  and 
out  at  www.prudential.com 

Visit  our  website  and  find  out  how  you 
can  be  part  of  today's  Prudential.  And 
then  view  and  download  our  Annual 
Report  to  see  how  we're  serving 
our  customers  and  communities 
around  the  world. 


Want  to  be  part  of  the  excitement? 

Just  click  on  "Employment  Opportunities" 
to  learn  about  current  job  openings  and  our 
comprehensive  benefits  program  -  or  even 
to  submit  your  resume  online! 

You  can  also  mail  your  resume  to: 

Prudential  National  Staffing  Organization 
Attention:  Scanning 
P.O.  Box  42326 
Philadelphia,  PA  19101-2326 

(Be  sure  to  mention  CODE  00-FORB04.) 
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©2000  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  07102-3777.  Prudential  Securities,  199  Wrter  Street,  New  York,  NY  10292.  Real  Estate 
brokerage  services  offered  in  most  cases  through  a  network  of  individually  owned  and  operated  franchisees  of  The  Prudential  Real  Estate  Affiliates,  Inc.  We  are  an  Equal 
Opportunity/Affirmative  Action  Employer  and  are  committed  to  diversity  in  our  work  force. 
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To  advertise  in  this  section  call  561-686-6800 


Here's  your  chance  for  a  true  reword  -  to  join  a  team  of  highly  skilled  consultants  building  a  rapidly  growing  business.  Our 
Global  HR  Solutions  practice  is  introducing  a  web-based  solution  for  delivering  HR  and  payroll  in  an  outsourced  environment. 
This  technology-based  service  will  have  a  significant  impact  on  the  way  HR  is  structured  and  performed  within  Fortune  500 
companies  forever.  And,  it  will  be  a  $1  billion  +  business  for  PricewaterhouseCoopers  within  the  next  ten  years.  Market-lead- 
ing PeopleSoft  will  supply  the  engine;  you  could  supply  the  expertise. 

Senior  Consultants  -  HR  Information  Systems 

HR  Project  Managers  -  PeopleSoft  Implementation 

Consultants  -  Project  Coordinators 

Consultants  -  Payroll  Managers 

Senior  Consultants  -  Payroll  Administration 

Consultants  -  Compensation  Administration 

All  positions  require  a  Bachelor's  degree  and  experienc  e  with  HRIS  and  PeopleSoft  HRMS  systems.  Outstanding  multi-tasking, 
analytic  al,  tec  link  al,  communk  ation  and  interpersonal  skills  arc  essential.  The  ability  to  travel  when  necessary  is  a  must. 

We  offei  a  challenging  environment,  the  opportunity  to  learn  and  grow  rapidly,  a  competitive  salary  and  excellent  benefits, 
including  on-site,  tulK  equipped  health  club.  Please  send,  iM  or  e-mail  \our  resume,  indicating  position  of  interest  and  salary 
requirements,  to:  PricewaterhouseCoopers  Kwasha  HR  Solutions,  Dept.  SHRO-SMF,  One  Bridge  Plaza,  Fort  Lee,  N|  07024. 
Fax:  (201 1  \b  !-241  5;  E-mail:  pwc_shroOemail.com.  Pricewaterhousel  oopers  is  proud  to  be  an  Affirmative  Action  and  Equal 
Opportumh  Employe!  www.pwcglobal.com 
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Join  us.  Together  we  can  change  the  world."" 
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Deloitte 
Consulting 

A  very  different  approach. 
For  very  different  results. 


in  e-Business,  achieving  success 

requires  Strength  and  agility 


Deloitte  Consulting  s  impact  on  e-Business  is  the  result  of  global  focus,  bold  leadership,  and 
innovative  minds.  This  synergy  of  strengths  guides  our  clients  -  from  dot.com  start-ups 
to  established  world-wide  firms  -  through  the  complexity  of  the  digital  economy.  For 
limitless  e-Business  career  opportunities,  visit  us  at  www.dc.com/ebizcareers.  Together, 
we  can  be  a  powerful  combination. 


I 


€  2000  Deloitte  Consulting  LLC 

Deloitte  Consulting  refers  to  Deloitte  Consulting  LLC  and  related  entities. 
Oelottte  Consulting  is  an  equal  opportunity  firm.  We  recruit,  employ,  tram, 
compensate,  and  promote  without  regard  to  race,  religion,  creed,  color,  national 
origin,  age.  gender,  sexual  orientation,  marital  status,  disability,  veteran  status  or 
any  other  basis  protected  by  applicable  federal,  state  or  local  law 
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Sales  &  Marketing 


What  do  these 
have  to  do  with 


Public  Relations 
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Intel? 


Business 
Development 


Finance 


The  Intel 
Experience 

www.lntel.coni 


intel 


Everything.  Traditionally  you  may  not  think  about  Intel  for 
Sales.  Marketing.  Public  Relations.  Finance,  and  Business 
Development  —  Well,  it's  time  to  start  thinking  In  the 
1999  Forbes  ranking,  out  of  500  companies.  Intel  was  #5 
in  market  \alue,  #6  in  net  profits,  #34  in  sales,  and  #85 
in  assets.  These  numbers  and  our  success  would  not  be 
possible  without  the  contributions  and  impact  of  our 
Corporate  Business  teams  Specifically: 

Sales  and  Marketing 

Involved  m  Internet  marketing,  e-Business  strategies,  and 

superior  execution  of  Intel  architecture  and  branded  product 
strategics  worldwide  Strategics  also  include  business. 
consumer  and  technical  public  relations  for  current  and 
next-generation  Intel  products  including  Networking  and 
c-Husmcss  initiatives. 

Intel  Capital 

The  venture  capita]  arm  of  Intel  is  chartered  with  making 
a  variety  of  external  investment  and  acquisitions  This  team 
of  experts  evaluates  the  business  and  financial  plan  of 
companies,  performs  valuation  and  risk  analyses,  financial 
due  diligence,  tracks  progress,  and  recommends  and  manages 
investments 

Finance 

Performs  financial  planning,  financial  systems,  uv  i 
relations,  mergers  and  acquisitions,  and  risk  management 
support  Other  contributions  include  internal  audits,  treasury, 
accounting  and  pavroll  support 

Join  Intel  Now. 

Becoming  B  part  of  the  Intel  experience  involves  sharing  in 
the  results  of  each  employees  contributions  In  addition  to 
base  p.iv  and  benefits,  we  offer  stock  plans,  the  Intel"  Home 
PC  Program,  periodic  paid  sabbaticals,  group  performance 
bonuses  and  profit  sharing 

For  specific  job  descriptions  and  more  information,  visit 

our  web  site  at:  http://nww.intel.com/go/cmplo) mcnl 


Make  your  Mark  at  Intel. 

If  these  areas  sound  exciting  to  you.  here's  your  chance 
to  become  a  part  of  the  Intel  experience  in  one  of  the 
follow  ing  cutting-edge  careers: 

•  Sales  and  Marketing 

-  Internet  Content  Marketing 

-  Brand  Strategists 

-  Networking  Territory  Managers 

-  Acct  Managers  -  Dot.com.  ISP,  e-Business 

-  B2B  e-Commerce  Marketing 

-  FAEs.  FSEs 

-  Internet  Channel  Mngrs/Systems  Engineers 

-  Consumer^Technical/Business  PR 
Professionals 

•  Intel  Capital 

-  Venture  Capitalists 

-  Mergers  and  Acquisition  Analysts 

-  Fiber  Optics  Engineer 

-  Optoelectronics  Engineer/Project  Leaders 

-  Senior  Integrated  RF  Circuit  Designer 

-  Optoelectronics  Marketing  Manager 

-  Optical  Simulation  Engineer 

-  Technology  Investing  Analysts 

•  Finance 

-  Operational  Finance 

-  Accounting 

-  Finance  IT 

-  Treasury  Accounting  Analysts 

-  IT  Auditors 

For  immediate  consideration,  please  send  your  ASCII  text 
resume  to  (please  indicate  Dept.  Code  COR-327  and  area 
of  interest  on  all  paperwork): 

bizjobs@intel.com 

i  No  attachments  enclosures.  Please  include 
your  resume  in  the  body  of  your  e-mail.) 
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Join  North  Americas 
Growth  Company 

Since  our  beginning  in  1900,  skilled  and  dedicated  people  have 
helped  Weyerhaeuser  grow  from  a  small  lumber  company  to 
a  leader  in  forest  management  and  manufacturing  in  the 
world.  In  fact,  today  we  are  a  $12  billion  company  with  businesses 
ranging  from  timberland  management,  building  materials,  pulp,  paper, 
packaging,  recycling  and  real  estate  development. 

Our  leadership  in  the  21st  Century  requires  continued  investment  in 
both  people  and  technology  We  believe  honest)'  and  integrity  count  in 
dealing  with  each  other  and  our  customers.  And  a  safe,  participator)' 
work  environment,  marked  by  open  communication,  competitive  pay 
and  benefits,  and  sharing  rewards  of  successful  company  performance. 
We  re  looking  for  people  with  talent  and  skills  to  implement  state-of- 
the-art  tools  and  provide  solutions  everyday.  But  also  with  the  insight 
to  help  our  longer-term  global  growth.  In  return,  we  11  provide  plenty 
of  technical  challenges  and  professional  growth  opportunity. 

On-going  opportunities  exist  in  the  following  areas: 

•  Information  Technolog\ 

•  Engineering/Sciences 

•  Manufacturing/Operations  Management 

•  Accounting 

•  Sales 

•  College  Recruiting  Programs 

Visit  our  web  site  for  more  information  on  these  and  other 
opportunities  at  www.weyerhaeuser.com  and 
reference  ad  ccxle  FB-500. 


Weyerhaeuser  is  an  Equal  Opportunity  Employer, 
building  a  capable,  commuted  .mil  diverse  workforce 


/V  Weyerhaeuser 


The  future  is  growing 
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Where  do  you  go 

to  work  with  the  world's  leader 

in  power  control  and  energy  storage? 


Invensys. 


If  you're  looking  for  a  place  to  demonstrate,  test  and 
expand  your  skills,  this  is  it.  Customers  worldwide  turn 
to  Invensys  Power  Systems  Division  for  all  their  power- 
related  needs.  We  need  people  in  a  broad  range  of  career 
areas,  from  human  resources  to  engineering.  Aggressive, 
talented  people  that  will  push  us  to  provide  the  seamless, 
integrated  solutions  that  have  made  Invensys  a  world 
leader.  Visit  our  website  at  www.invensys.com  or  email 
us  atjobs@powerware.com  to  learn  how  you  can  join 
the  Invensys  team. 


invensys 
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Our  Careers  Aren't  Limited 
to  Regions.  Just  the 

WORLD. 

Teleglobe,  a  global  North  America-based  intercontinental 
telecommunications  carrier,  is  recognized  as  a  world  leader 
in  the  telecommunications  industry  whose  network  and 
service  capabilities  can  be  accessed  in  virtually  all  countries. 

.SALES  .FINANCE 

.  SALES  MANAGEMENT       .  MARKETING 

To  meet  this  goal,  Teleglobe  is  seeking  the  best  and  the 
brightest.  We  currently  have  career  opportunities  worldwide 
in  the  above  fields.  Please  check  our  Web  site  for  current 
opportunities  and  locations.  Submit  your  resume 
electronically  via  our  Web  site  postings  at: 
http://www.teleglobe.com/jobs/  or  fax  to:  {703)  755-2606. 


TELEGLOBE 


To  advertise  in  this  section  call  561-686-6800 


Why32Milor^ComeTo  Visit 

Why  72,000  Of  Them  Stay. 


At  last  count,  6,000  a  month  arc 
relocating  to  Ias  Vegan.  Why?  Ims 
Vegas  offers  a  wealth  of  advantages 
few  American  cities  can  match.  One 
of  those  advantages  is  the  health  care 
provided  by  Sierra  Health  Services, 
comprising  Nevada's  largest  health 
maintenance  organization  and 
largest  multi-specialty  medical 
practice.  We  are  growing  to  keep 
pace  with  the  new  Las  Vegas.  If  you 
possess  a  fresh,  positive  attitude  and 
solid  -work  ethic,  we  invite  you  to 
discover  the  rewarding  career  and 
lifestyle  you  deserve. 

Clinical 

Administration 

Information  Systems 

Claims 

Finance 


Sierra  Health  Sen  ices  features  an 
outstanding  new  benefits/ 
compensation  package.  We  offer 
sign-on  and  retention  bonuses  as 
well  as  relocation  packages. 
Additionally,  our  Las  Vegas  head- 
quarters allows  for  a  lifestyle  rich 
in  outdoor  recreation,  culture, 
sporting  events,  and  entertainment. 
With  no  state  income  tax,  low 
utility  costs,  a  very  affordable 
housing  market,  and  over  300 
days  a  year  of  sunny  weather,  Las 
Vegas  ranks  in  the  Top  1 0  of  Money 
Magazine's  "Best  Places 
To  Live".  Interested? 

Fax:  (702)  869-4160. 
E-mail  (in  plain  text  format): 
Careers@sierrahealth.com. 

www.sierrahealth.com 


SIERRA  HEALTH  SERVICES,  INC. 

The  Kiylil  Alow  For  All  Trie  Righl  Reasons 
tOE 


We're  Going  Places.  Fast. 


Join  us. 


/"~N 


You  probably  haven't  heard  of  us.  We're 
Solectron.  And  chances  are  we  built  the  PC 
and  its  motherboard  in  your  office,  the  pager  on 
your  hip,  the  server  that  runs  your  network,  and  the 
cellular  phone  in  your  bnefcase.  Solectron's  name  may  not 
be  on  the  label,  but  we  put  the  "label"  on  the  product. 

. 
Solectron  has  been  designing,  building  and  servicing 
quality,  brand  name  electronics  products  for  more  than  22 
years.  Today,  from  40  locations  on  four  continents,  we're 
m  every  technology  hotbed  m  the  world,  managing  the 
entire  product  life  cycle  for  some  of  the  world's  largest 
original  equipment  manufacturers. 

If  you're  looking  for  an  exciting  opportunity  and  the 
chance  to  have  an  impact  at  a  US$8+  billion  company 
that's  been  growing  at  an  average  rate  of  54%  annually," 
we'd  like  to  talk  to  you. 

Solectron  has  the  following  opportunities  in  finance: 

•  Business  Integration 

•  Corporate  Income  Tax  Compliance  Manager 

•  Customer  Credit  Manager 

•  Financial  Analysts,  Sr. 


/ 

•  Finance  Quality  Manager 

•  Financial  Applications  Development 
(Baan,  ABC,  Essbase,  0FA,  Enterprise) 

•  Group  Controllers 

•  Internal  Audit  Managers 

•  Mergers  &  Acquisitions 

•  Stock  Administration  Manager 

•  Tax  Analyst 

To  apply,  send  resume,  indicating  position 

of  interest,  to  Solectron, 

Attn:  Professional  Staffing,  Ref  Code:  F500, 

847  Gibraltar  Dr.  Milpitas,  CA  95035 

Fax:  (408)  956-6412  or 

e-mail  to  cmw@ca.slr.com 


'Based  on  1992-1999  compound  annual  sales  growth  rate. 
We  are  an  EE0/AA  employer. 
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lovation. 


PROSCAN 


A  fancy  word  for  change.   A  must  in  today's  evolving  world.   The  core  of  our  business. 

"making  the  latest  and  greatest  even  better. " 


Exactly  what  we  do.  Every  day. 

For  the  talented  bunch  of  designers,  programmers,  accountants, 

assistants  and  engineers  who  work  here,  innovation  brings  an 

opportunity  to  improve  upon  the  ultimate.  To  take  creativity  one... 

no,  two  steps  further.  And  having  the  freedom  to  do  so. 


MANAGER,  E-COMMERCE  CONTENT  DEVELOPMENT  The  qualified  candidates 
should  have  a  BS/BA  degree  in  business,  communications,  information  technology  or 
related  discipline  Content  management  and/or  content  development  experience  is 
preferred.  The  individual  should  have  experience  with  HTML.  PhotoShop.  Web  vignette, 
Web  graphic  editing,  Site  Server  and  Web  authoring  tools  such  as  Macromedia 
Dreamweaver  or  Cold  Fusion.  Project  management  experience  is  required  in  fast-paced, 
technology  oriented  and  multi-tasked  environments  while  managing  both  internal  and 
external  resources  Experience  wortong  in  a  technology  environment  is  preferred. 
JOB  NUMBER  0152 

SR.  TECHNICAL  ADVISOR  (HOME  HEALTH  SERVICES)  Successful  candidates  will 
have  a  BS  degree  in  informatics,  computer  science  or  electrical  engineering;  a  masters 
degree  is  preferred.  Individual  must  possess  experience  in  integrating  and  managing 
systems  architecture/networks/software  definition.  Position  requires  strong  project  man- 
agement skills  and  a  demonstrated  ability  to  work  effectively  with  a  broad  cross-section 
of  team  members  from  different  disciplines  Individual  must  have  the  ability  to  work 
self-sufficiently  once  clear,  but  broad  objectives  have  been  established.  Requires  solid 
interpersonal  skills  (necessary  for  healthy  interactions  with  a  multitude  of  partners),  and 
a  pragmatic  thinker  -  ability  to  conceive  and  embrace  less-than-perfect  solutions  that  fit 
the  pragmatics  of  the  business  environment.  Experience  working  with  U.S.  patent  filing 
procedures  and  system  is  preferred.  Experience  in  the  health  care  field  is  a  strong  plus. 
or  the  ability  to  quickly  learn  about  legacy  systems,  industry  standards,  interface  protocols, 
etc.  Demonstrated  creative,  out-of-the-box  thinking  is  desirable,  as  is  a  thorough 
understanding  of  the  Internet  JOB  NUMBER  0559 

SR.  TECHNICAL  ADVISOR  (HOME  HEALTH  SERVICES)  Sxcessful  candidates  will 
have  a  BS  degree  in  informatics,  computer  science  or  electrical  engineering:  a  master's 
degree  is  strongly  preferred  Individual  must  possess  5-10  years'  experience  in  systems 
hardware  definition.  Position  requires  strong  hardware  design  while  integrating  core 
products,  strong  project  management  skills  and  a  demonstrated  ability  to  work  effectively 
with  a  broad  cross-section  of  team  members  from  different  disciplines.  Individual  must 
have  the  ability  to  work  self-sufficiently  once  clear,  but  broad  objectives  have  been 
established  Requires  solid  interpersonal  skills  (necessary  for  healthy  interactions  with 
a  multitude  of  partners),  and  a  pragmatic  thinker  -  ability  to  conceive  and  embrace  less- 
than-perfect  solutions  that  fit  the  pragmatics  of  the  business  environment.  Experience 
working  with  U.S  patent  filing  procedures  and  system  is  preferred  Experience  in  the 
hearth  care  field  is  a  strong  plus,  or  the  ability  to  quickly  learn  about  legacy  systems, 
industry  standards,  interface  protocols,  etc.  Demonstrated  creative,  out-of-the-box  thinking 
is  desirable,  as  is  a  thorough  understanding  of  the  Internet.  JOB  NUMBER  0560 

BUSINESS  &  STRATEGIC  DEVELOPMENT  AND  PARTNERSHIP  COORDINATION 

Successful  candidates  must  have  a  BS  degree;  MBA  is  strongly  preferred.  Individual  must 
have  experience  in  structuring  business  deals  and  organizational  relationships.  Must  be 
extremely  business  sawy/aware  (able  to  establish  strong  and  open  relationships  with 
partners,  yet  ensure  that  the  terms  are  favorable  to  Thomson's  interests).  Requires  strong 
presentation  skills  (verbal  and  written),  familiarity  with  and  experience  in  developing  a 
variety  of  business  contracts  and  documents,  and  a  demonstrated  ability  to  work  effectively 
with  a  broad  cross-section  of  team  members  from  different  disciplines.  Experience  working 
with  Wall  Street  and  business  analysts  is  strongly  preferred  (either  as  a  senior  member  of 
an  Operating  team  for  a  public  company,  or  as  an  Investment  Banker.  Venture  Capitalist. 


or  Private  Equity  Investor).  Ability  to  work  self-sufficiently  at  a  high  level  of  effectiveness, 
once  clear,  but  broad  objectives  have  been  established  is  required.  Individual  must 
possess  solid  interpersonal  skills  and  be  a  pragmatic  thinker  -  able  to  conceive  and 
embrace  less-than-perfect  solutions  that  fit  the  pragmatics  of  the  business  environment. 
Position  requires  strong  project  management  skills.  Knowledge  of,  or  an  interest  in. 
the  health  care  field  is  a  strong  plus.  Demonstrated  creative,  out-of-the-box  thinking  is 
desirable  JOB  NUMBER  0561 

PRODUCT  PLANNING  MANAGER  Successful  candidates  must  possess  a  BS  degree: 
MBA  preferred.  A  minimum  of  5  years'  experience  in  the  development  of  consumer 
electronics  products  is  required,  along  with  strong  administrative  and  team  leadership 
skills.  Strong  organization  and  communication  skills  are  necessary  to  communicate 
services  direction  within  Thomson  and  to  external  parties.  Applicants  need  a  demonstrated 
ability  to  take  the  initiative,  pursue  objectives  and  accept  appropriate  responsibilities  with 
limited  management  guidance.  JOB  NUMBER  0555 

PROGRAM  MANAGER  (INTERACTIVE  TV)  Successful  candidates  must  have  a 
BS  degree  in  a  related  field;  software  engineering  background  is  preferred.  A  minimum 
of  5  years'  experience  in  the  development  of  consumer  electronics  products  is  required, 
along  with  strong  administrative  and  team  leadership  skills.  Strong  organization  and 
communication  skills  are  necessary  to  communicate  services  direction  within  Thomson 
and  to  external  parties.  Applicants  need  a  demonstrated  ability  to  take  the  initiative, 
pursue  objectives  and  accept  appropriate  responsibilities  with  limited  management 
guidance  JOB  NUMBER  0557 

MARKETING  MANAGER  (INTERACTIVE  TV)  Successful  candidates  must  possess 
a  BS  degree;  MBA  preferred.  A  minimum  of  5  years  experience  in  marketing  and  sales 
of  consumer  electronics  products  is  required,  along  with  strong  administrative  and  team 
leadership  skills.  Strong  organization  and  communication  skills  are  necessary  to 
communicate  sen/ices  direction  within  Thomson  and  to  external  parties.  Applicants 
need  a  demonstrated  ability  to  take  the  initiative,  pursue  objectives  and  accept 
appropriate  responsibilities  with  limited  management  guidance.  JOB  NUMBER  0558 

MANAGER,  CUSTOMS  OPERATIONS  Successful  candidates  should  possess  a 
bachelors  degree,  MBA  preferred,  and  a  minimum  of  10  years'  experience  in  a  customs 
field;  5  years'  being  in  a  corporate  environment.  Must  have  excellent  management  and 
verbal  and  written  communication  skills.  Bilingual  skills  are  considered  a  plus  but  not 
required   JOB  NUMBER  3633 

USER  INTERFACE  DESIGNER  Successful  candidates  should  possess  one  of  the 
following  degrees:  MS  or  Ph.D.  in  human  factors  or  psychology,  BFA.  MFA  or  BS  in 
computer  science.  Individual  must  have  previous  experience  with  graphic  user  interface 
design,  experimental  design  and  behavior  research.  Prior  CE  experience  is  beneficial 
JOB  NUMBER  3372 

THOMSON  multimedia,  manufacturer  of  RCA.  PROSCAN,  and  GE  consumer  electronics, 
offers  a  competitive  salary  and  benefits  package,  as  well  as  the  opportunity  to  engage 
your  talents  in  an  environment  of  cutting-edge  technology  and  no-holds-barred 
thinking.  For  immediate  consideration,  please  send  your  resume  and  salary 

requirements,  in  confidence  to:  Staffing,  Job  # FOR,  THOMSON  multimedia, 

INH110,  P.O.  Box  1976,  Indianapolis,  IN  46206-1976.  Fax:  (317)  587-6762. 
E-mail:  jobopps@tce.com,  or  visit  thomson-multimedia.com  EOE  M/F/D/V. 


Taking  creativity  two  steps  further. 


THOMSON 

www.thomson-multimedia.com 


or  more  career  opportunities  -  visit  BestJobsUSA.com 
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NOW 


The  employment  marketplace  has  never  been 
better  for  technical  professionals  in  your  industry. 

RCI  Employment  Solutions,  a  national  recruiting 
firm,  has  numerous  outstanding  opportunities  at 
some  of  the  finest  companies  in  America. 

We  are  currently  recruiting  for  experienced  profession- 
als with  the  following  backgrounds: 


I.T. 

Engineering 

Sales 

LAN/WAN 

Civil 

Telecom 

Networking 

Process 

Software 

Oracle 

Mechanical 

Technical 

AS/400 

Electrical 

Capital  Equip 

Java 

Enviromental 

HTML 

Healthcare 

Web  Director 

Pharmacists 

Please  send  resume  to  Paul  G.  Page.  CPC,  Recruiting  Manager 
at  561-687-9771  or  e-mail  to  ppage@rcimedia.com. 


RCI  Employment  Solutions,  Inc. 

1655  Palm  Beach  Lakes  Boulevard 
Suite  600 

West  Palm  Beach.  FL  33401 
(561)  686-6800  ext.  216 


To  advertise  in  this  section  call  561-686-6800 


Where  do  you  go  when  you  really  want  to  test 
yourself?  When  was  the  last  time  you  did?  Why  did 
you  wait  so  long?  If  you've  got  the  guts  to  do  the 
right  thing,  and  the  brains  to  do  things  right,  visit 
us  on  the  web  at  www.inventa.com/careers. 
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Life  Made  Better 


The  members  of  the  Bristol-Myers  Squibb  Pharmaceutical  Research  Institute  share  one  goal — to  discover  and  develop  best-m-class. 
cost-effective  medicines  that  enhance  and  extend  human  life.  They  are  part  of  a  global  team  that's  applying  frontier  technologies — 
high-throughput  screening,  applied  genomics  and  robotics  to  name  a  few — in  the  continual  pursuit  of  cures  for  such  diseases  as  cancer, 
AIDS,  Alzheimer  s  disease,  heart  disease,  and  stroke.  And  they  are  making  a  difference  in  the  lives  of  people  worldwide,  every  day. 


INFORMATICS 
Princeton,  NJ  &  Wallingford,  CT 


*  Informatics  Management 
"  System  Architecture 
'  Systems  Integration 


Pase12 


For  this  and  other  opportunities  in  Information  Systems,  send  your 
ATI  PC  resume  to:  Bristol-Myers  Squibb  Company,  Pharmaceutical  Research 

«l  IwO  Institute,  P.O.  Bom 4000,  Princeton,  NJ 08543-4000,  Fax  1609)252-3242 

Vallinoford    CT  E-mail:  cheryl.Unnegani§bms.com.  Job  Code:  PRCFFORB 

*  Web  Development  ^e  use  resumescanmn9  technology.  Please  submit  on  plain  white 

*  bond  paper  using  standard  type  and  fonts  (no  italics,  graphics  or 

'  Documentum  Development      staples  please)  Bristol-Myers  Squibb  is  proud  to  be  an  equal 

_    .  opportunity  employer,  M/F/D/V. 

'  Protect  Management 

-  Software  Engmeering  *m    Bristol-MyCrS  Squibb 

PtMrnuceutkaJ  Resurch  Institute 


For  more  career  opportunities  -visit  BestJobsUSA.con 
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To  advertise  in  this  section  call  561-686-6800 
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requires  you 
p  think  outside  the  box. 

Creative  thinking  and  innovative  solutions  on  the  part  of  Toyota  people  are  major 

factors  in  shaping  the  future  of  a  company  that  bears  one  of  the  world's  most 

recognized  brand  names.  Here  at  Toyota  Motor  Manufacturing  North  America 

(TMMNA)  your  creativity,  viewpoints  and  distinct  contributions  are  encouraged  as  you 

team  up  with  us  to  provide  resources  and  support  for  the  wide-ranging  needs  of  Toyota's 

manufacturing  plants  in  the  U.S.  and  Canada. 

Come  participate  in  the  challenging  and  rewarding  culture  of  Toyota.  Join  us  at  the  manufacturing 
headquarters  of  TMMNA  just  outside  Cincinnati,  Ohio  in  a  pleasant,  easily  accessible  area  of 
Northern  Kentucky.  The  mission  of  TMMNA  is  to  provide  resources  and  support  for  the  wide- 
ranging  needs  of  Toyota  s  manufacturing  plants  in  the  U.S.  and  Canada.  We  focus  on  innovating, 
identifying  best  practices  and  disseminating  knowledge  to  Toyota  facilities  on  this  continent  and. 
ultimately,  abroad.  Opportunities  are  available  along  various  career  paths. 

We  invite  you  to  apply  for  opportunities  now  available  with  TMMNA. 

PRODUCTION  ENGINEERING-Responsible  for  all  phases  of  process  planning  and 
preparation  for  the  introduction  of  new  model  changes  in  challenging  operational  areas,  utilizing 
state-of-the-art  engineering  technology  and  planning,  including  modification  of  facilities  and  equipment 
to  produce  world  class  vehicles. 

I N  FO  R  M  ATI  0  N  S  YSTE  M  S-Project  leaders  involved  in  complete  software  development 
lifecycle  of  state-of-the-art  mission  critical  manufacturing  systems  utilizing  VAX/VMS.  SQL  Server, 
PeopleSoft,  C,  C++.  Visual  Basic,  COBOL,  CICS,  PL/1,  and  DB2. 

PU  RCH  ASING-Responsible  for  procurement  and  supplier  management  for  parts,  materials, 
transportation,  facilities  and  equipment  in  support  of  Toyota's  North  American  manufacturing 
operations. 

PRODUCTION  CONTROL-Plans  all  vehicle  production  and  logistics  for  Toyota's 
North  American  manufacturing  companies,  as  well  as  monitors  production  and  quality  of  service 
parts  and  export  parts.  Also  facilitates  inter-company  trade-flow  and  provides  customs  administration. 

Permanent  authorization  to  work  in  the  U.S.  without  company  sponsorship  is  required.  Toyota 
offers  a  competitive  salary  and  benefits  package,  and  the  opportunity  to  be  part  of  a  world-class 
organization.  For  consideration,  fax  resume  and  salary  requirements  to  (419)  425-2644  or  e-mail 
(in  ASCII  format)  to  toyota@aon-hros.com  or  mail  to  P.O.  Box  1262,  Findlay,  OH  45839.  All 
inquiries  received  will  be  acknowledged.  Toyota  is  an  Equal  Opportunity  Employer. 


www.toyota.com/jobs 


TOYOTA 

TOYOTA  MOTOR  MANUFACTURING 
NORTH  AMERICA,  INC. 


or  more  career  opportunities  -  visit  BestlobsUSA.com 
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The  End 


of  sluggish,  complex  technologies  and  systems 


The  Beginning 


9i 


okia  Networks  group  is  building  a  new  strategic  team  of  visionaries  who  will 
take  on  the  challenge  of  what  we  call  the  paradox  of  polarity  -  complex 
technologies,  solutions  and  processes  vs.  the  need  for  speed  and  simplicity.  This 
quandary  has  created  a  strong  need  for  systems  integration  and  end-to-end 
solutions  in  the  Nokia  Americas  market,  and  we  are  up  for  the  challenge  with  the 
boldest  and  brightest  minds  possible. 

We  currently  have  positions  available  in  the  areas  of: 

Marketing  •  Engineering  •  Project  Management 
and  much  more! 

Apply  on-line  at: 

www.resjobs.com/nokia 

Nokia  is  proud  to  be  named  to  Fortune  magazines  "100  Best  Companies  to  work  for 
in  America'  list  for  1999.  When  you  join  Nokia,  your  health  care  coverage,  medical 
and  dental,  and  401  (k)  begin  on  your  very  first  day  of  employment.  We  provide  many 
additional  benefits  and  a  competitive  plan  that  only  a  leader  in  its  field  could  provide. 

Equal  Opportunity  Employer 


IIWl 
- 


NOKIA 

Connecting  People 


www.nokia.com 


To  advertise  in  this  section  call  561-686-6800 


When  you  go  off  to  work  each 
day,  where  are  you  headed?  The 
dynamic  environment,  challenging 
projects,  diverse  ideas,  and  team- 
onented  people  at  Altera  will  direct 
you  toward  the  best  position  of 
your  career 

Well  put  you  in  good  company.  We 
attract  and  retain  some  of  the  top 
people  m  the  industry.  Since  1983 
we've  designed,  created,  and 
marketed  the  broadest  range  of 
high-performance,  high-density 
programmable  logic  devices,  and 
associated  logic  development 
software  tools  We  remain  a  global 
leader  in  this  fast  growing  market. 
Visit  us  at  www.altera.com  and  see 
where  innovation  is  headed  today 


Opportunities  currently  exist  in  the 
following  areas: 

•  Design  Engineering 

•  Software  Engineering 

•  Marketing 

•  Sales 

•  Administration 

Forward  your  resume  to: 

Altera  Corporation, 

Human  Resources  Department, 

101  Innovation  Drive.  San  Jose. 

CA  95134.  Fax:  (408)  544-6409. 
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The  Programmable  Solutions  Company" 


say  i 


Everyone  who  wonts  to 

join    the    company 

that    s    powering 

today    s    e-world, 

Innovative.  Ingenious.  Incomparable. 

US  internetworking  (NASDAQ  USIX)  is  the  leading  Application  Service 
Provider  (ASP)  As  the  nation  s  aggressively  growing  new  breed  of 
single-stop  services,  we  are  leveraging  eye-opening  ideas  about  Internet 
pockoged  applications  that  deliver  end-toend  enterprise  solutions. 
We  are  headquartered  in  Annapolis,  MD  with  locations  throughout  the 
U.S.  Excellent  opportunities  ore  available  for  high  energy  technical 
professionals  nationwide  If  you  are  ready  to  excel  with  us  -  say  "i" 


Explore  job  opportunities  online  at: 
www.USi.net 


Discover  the  alternative  to  the  standard  technical  career!  Please  send 
resume,  indicating  Ad  Code  FB-041 700,  to  E-mail: 
opportunrty&usi.net  ex  Fax:  (410)  897-4408.  Applications  must 
contain  Ad  Code  referenced  above  An  equal  opportunity  employer. 


1 


US/ 


The  AppUcution  Scnkv  Prmidw'"' 

www.US/.net 
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Cendant  Can  Propel  Your  Career 


Cendant  Corporation  is  a  global 
provider  ol  consumer  and  business  services  We 
are  the  worlds  leading  franchisor  of  hotels,  rental  car 
agencies,  tax  preparation  services  and  real  estate  brokerage 
offices  and  round  out  our  business  with  cross-relational  oper- 
ations which  include  vacation  exchange  services,  mortgage 
services,  relocation  services.  Welcome  Wagon/GETKO  and 
CompleteHome  com,  the  Company  s  residential  real  estate 
services  portal  on  the  Internet  Headquartered  in  New  York. 
NY,  the  company  has  approximately  30,000  employees  and 
operates  in  over  100  countries. 

We  have  exciting  opportunities  for  very  driven,  self-motivated 
people  in  key  areas  of  the  organization  at  locations  through- 
out the  United  States  In  addition  to  exceptional  interpersonal, 
communication  and  business  skills,  candidates  for  positions 
with  Cendant  must  possess  an  entrepreneurial  spirit,  a 
dedication  to  goals  and  pride  in  ownership 

If  you  believe  that  you  are  Cendant  material,  we  invite  you  to 
send  us  your  resume  and  cover  letter  (which  must  indicate 
area  of  interest)  Human  Resources  Dept-F,  Cendant 
Corporation,  6  Sylvan  Way.  Parsippany.  NJ  07054.  Fax: 
973-496-5966;  e-mail  cendant.jobs4@cendant.com. 
If  interested  in  Franchise  Sales  e-mail  or  fax  resume  to: 
973-496-7569;  bemard.tenreiro@cendant.com  We  are  an 
equal  opportunity  employer 


Positions  are 
currently 
available  in 
these  areas: 

•  MARKETING 

•  PUBLIC 
RELATIONS 

•  FINANCE 

•  ACCOUNTING 

•  FRANCHISE 
SERVICE 

•  FRANCHISE 
SALES 

•  TELECOM 

•  INFORMATION 
TECHNOLOGY 
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Anywhere,  anytime,  anyplace  communication.  No  longer  a  myth,  but  a  reality  that  Bell  Atlantic  is 
proud  to  be  a  part  of.  As  a  premier  provider  of  advanced  communications  services  —  advanced 
systems  and  products  such  as  Infospeed  DSL,  Digital  Satellite  TV  Service  and  Wireless 
Communication  Services  that  are  forever  changing  the  way  that  people  communicate,  relate 
to  each  other  and  access  information  —  we  re  making  our  mark,  and  making  the  connection. 

How  do  all  these  changes  impact  you  and  your  career?  Its  your  chance  to  apply  your  skills  on 
cutting-  edge  projects:  the  technology  that  supports  the  communications  of  the  future.  And,  we're 
doing  it  here  at  Bell  Atlantic  today. 


Sr.  Production  Support  Manager 

Smalltalk  Developers,  Team  Leads  &  Architects 

Software  Developers  &  Team  Leads 

Implementation  Manager 

Project  Owners/Managers 

SQA  Managers 

Senior  Analysts-Software  Configuration 

Senior  Analysts-Software  Deployment 

Software  Metrics  &  Process  Improvement  Analysts 

00,  Java  or  C++  Architects,  Team  Leads  & 

Developers 

Online  Software  &  Performance  Testers 


Sr.  Telecom  Software 
Requirements  Analysts 
UNIX  Administrators-Mid  Level 
Automatic  Message  Accounting 
Performance  Tuner 
Team  Lead,  Engineering  Support 
Support  Engineers 
Technical  Lead 

Senior  Web  Developers  

Application  Production  Support 
Senior  Architecture  Manager 


Care  to  join  us  on  the  ground  floor  of  a  start-up  that  s  anything  but?  Of  course  you  do.  Check 
out  what  opportunities  are  in  store  for  you  at  www.bellatlantic.com.  Or,  if  you  prefer,  send  your 
resume,  indicating  Source  Code  F0RBES041 700,  salary  requirements  and  position  of  interest,  to: 
is.staffing4@bellatlantic.com  or  mail  to:  Bell  Atlantic,  HR-IS  Staffing,  1320  North  Court  House  Road, 
Forum,  Arlington,  VA  22201 .  Bell  Atlantic  is  an  affirmative  action/equal  opportunity  employer. 
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{^-Commerce  Opportunities 

('-PROFILE,  a  whollv  owned  subsidiary  of  Sanchez  Computer  Associate,  Inc  . 
with  offices  immediately  outside  Pittsburgh  and  Philadelphia,  PA,  is  an 
integrated,  one-stop  outsourcing  solution  which  enables  top-tier  banks  and 
other  financial  sen  ice  providers  to  offer  Internet  financial  sen  ices  to  their 
retjil  jnd  commercial  customers  Vk  succeed  because  » e  believe  m  featuring 
best-in-class  technology  and  hiring  best-tn-class  employees.  The  following 
position  is  available  at  our  Philadelphia-area  office. 


Introducing 


complete 
end-to-end 


Internet 


outsourcing 
solution 
featuring 

best-in- 


technology. 


PROJECT  EXECUTIVE 


Senkx  executive  position  responsible  for  running  multi-million  dollar  services 

tents  as  profitable  businesses.  You  will  lead  clients,  partners, 
employees,  and  third-party  vendors  through  all  phases  of  large  and  complex 
projects  to  injure  that  the  end  result  is  delivered  on  time,  to  tht-  customers 
satisfaction  and  within  budget. 

REQUIRES: 

•  Demonstrated  leadership  experience  and  extensive  knowledge  of  IT 
banking  operations/products  and  project  management  techniques 

•  10+  years  experience  with  line  management  responsibility  in  the  financial 
service  industry 

•  System  integration  Management  experience 

•  Extensive  client/vendor  relationship  management  experience 

ADDITIONAL  POSITIONS  AVAILABLE. 

Visit  our  website  for  company  information  &  complete  job  descriptions 

www.e-PROFILE.com 

We  oiler  a  \  en  competitive  compensation  and  benefits  package  and  a 
commitment  to  cultuie,  edge  technologies    lor  immediate  lonsideration. 

.:.'  resume  and  salan  requirements  (in  complete  confidence) 
In  Attn:  HRA-PROFILE.  200  Chesterfield  Parkway,  Suite  100,  Malvern. 
PA  19355;  Fax  610^51-2811  e-mail  .PROriLE.iobs.sonchez.com 

^-PROFILE 

The  end-to-end  e-banking  solution. 


(  )S1  is  a  leading  provider  of  enterprise 
and  e-commerce  technology  solutions 
for  the  financial  services  industry. 
Join  one  of  the  fastest  growing  technology 
companies  in  the  country. 


o 


open 
solutions 


Want  a  unique  opportunity  to  join  a  dynamic  company 
with  outstanding  products  and  growth  opportunities? 
Looking  for  a  chance  to  join  an  emerging  company  where 
you're  a  stockholder?  Technology  Control  Services,  Inc. 
develops  advanced  software  technology  to  help  the 
world's  leading  telecommunications  carriers  deliver  state 
of  the  art  telecom  services. 

Opportunities  currently  exist  in  the  following  areas: 

•  Software  Engineering 

•  Information  Systems 

•  Technical  Support 

•  Sales  &  Marketing 

•  Administration 

Based  in  Ft.  Lauderdale,  Florida,  TCS  employees  are  at 
the  heart  of  South  Florida's  oceanfront  lifestyle.  Employ- 
ees enjoy  an  excellent  quality  of  life  while  working  in  a 
highly  motivated  and  fast-pace,  results-oriented  team 
environment.  We  offer  great  salaries,  quality  benefits, 
and  all  the  rewards  that  come  with  joining  a  company 
who's  recognized  worldwide  for  its  accomplishments. 

Visit  our  website  for  more  information  on  our  company 
and  career  opportunities  or  e-mail  your  resume  to: 
recruit@techcontrol.com. 

I 


^ 


I      www.techcontrol.com 

TCS  is  an  equal  opportunity  employer  committed  to  workforce  diversity 
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Employment  Opportunities 


-  Architecture  Project  Leader 

-  Associate  Software  Developer 

-  Corporate  Finance  Positions 

-  Customer  Support  Specialists  and  AnalystsLX] 

-  Database  Administrator 

-  Deposit  Application  Analysts-Conversions 

-  e-Services  Network  Operation  Manager 

-  Financial  Application  Analysts-Conversions 

-  Forms  Analysts 

-  Information  Specialist 

-  Loan  Application  Analyst 

-  Oracle  Developer-Conversion  System  Development 

-  Product  Manager-Marketing 

-  Project  Managers-Conversions 

-  Quality  Assurance  Programmer 

-  Sales:  e-Commerce  and  ERP/Core  Systems 

-  Senior  Database  Administrator 

-  Senior  Software  Developer 

-  Senior  System  Analyst 

-  Software  Developer  (several  openings) 

-  Software  Developer-Electronic  Banking 

-  System  Analyst 

We  offer  an  excellent  compensation  and  employee  benefits  package 
including  401k,  medical  and  dental  plans.  Equal  Opportunity  Employer. 
No  agencies,  third  parties  or  phone  calls  please.  Please  send  your 
resume  with  cover  letter  to: 

Open  Solutions  Inc.  Director  of  Human  Resources 
300  Winding  Brook  Drive,  Glastonbury.  CT  06033 
Fax:  860-652-7488,  Email:  hr@opensolutions.com 
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Internet s 

,p"rr.ier  B2B  s.te. 

Get  your  Career  in  the  lone. 


Feeling  a  little  left  out  of  all  this  B2B  excitement7  Join  BuyerZone.com, 
the  hottest  company  in  the  exploding  business-to-business 
e-commerce  market 

•  BuyerZone.com  is  the  premier  online  purchasing  marketplace  for 
small  to  mid-sized  companies. 

•  We  offer  buyers  a  guided  buying  experience  that  enables  them  to 
research,  compare  and  buy  the  right  products  and  services  for  ail 
their  business  needs  -  right  from  our  site. 

•  Industry  Standard  magazine  calls  us  "The  Amazon  of  the  small 
business  jungle." 


BuyerZone.com  is  a  VC-backed,  pre-lPO  company.  We  offer  an 
excellent  compensation  and  benefits  package  and  room  for  growth. 
BuyerZone  com  is  an  equal  opportunity  employer. 

uu  BuyeiZmecom 

^       Buy  Smart  For  Your  Business 


100  CambridgePark  Drive,  Cambridge,  MA  02140 


We're  Targeting 


With  more  than  9U0storesin45states,  Turret 
is  the  largest  and  most  profitable  division  o) 
the  Target  Corporation.  We  re  growing  fail 
■is  an  organization  -  opening  14  new  stores 

'  'his  month  alone  -  and  looking  for  smart, 
entrepreneurial  individuals  to  join  us  at  our 

\  Minneapolis,  Minnesota  headquarters  in  the 
'allow  ing  dynamic  program. 

•Financial  Management 
I  ram 


Progr 


Ac  lake  10-15  MB  As  each  year  and  put  ihem 
in  a  lasi  track  for  financial  and  other  management 
wajions  at  Target  headquarters.  Working  in  one  of 
'iur  six  Finance  Departments  (merchandising,  advertising, 
hstrihution.  IT.  headquarters  and  stores),  you  II  learn  our  operations  and  act  as  financial 
onsultanl  to  internal  clients.  After  24-36  months,  you  II  have  the  experience  necessary 
o  mo\e  into  a  managerial  function  with  us. 

J  'o  qualify,  you  must  have  a  Finance  MBA  from  a  top-25  school  and  I  -2  years  of  work 
xperience  in  finance  or  audit;  CPA  desirable.  Ideal  candidates  will  have  superior 
leadership,  communication,  analytical  planning,  organization  and  assertiveness  skills. 
[  long  with  a  interest  in  the  retail  industry.  The  desire  to  achieve  a  senior  officer  level 
I  .ithin  our  organization  is  essential. 

t  ubmit  your  resume  online  to  resume-tgt.rmance@target.com  or  send  it  to: 
'rporation.  1000  Nicollet  Mall,  Attn:  TPN-081  (finance).  Minneapolis.  MN 
5440.  An  equal  opportunity  employer. 

TARGET  CORPOR  ATlOfM 


1 


-©- 


www.target.com 


DESIGNED  BY  A  TEAM  WITH  HUMANITY 


BUILT  ON  A  FOUNDATION  OF  INTEGRITY 


Whether  it's  helping  someone  who  needs  a  hand  in  a  huiry,or 
working  as  a  group  to  make  decisions  as  one,at  New  York  Life,our 
Information  Systems  Team  is  one  of  the  reasons  we're  a  company 
that  excels.  With  traditional  values  and  progressive  solutions,  our 
team  of  committed  men  and  women  have  always  been  forward- 
thinking,  embracing  emerging  technologies  such  as  imaging, 
knowledge-based  systems,  advanced  database  and  communication 

technology, and  continued  production  support  initiatives. 

And  our  world  is  expanding.  In  both  our  New  York  City  headquarters 

and  our  Clinton,  NJ  facility,  we  have  opportunities  for  systems 


professionals  with  at  least  two  years  of  experience. 

Applications  Programmers 
Project  Managers  and  Administrators 

Data  Communications  Experts 
mKM  Levels  of  Technical  Support 


ur  confidential  resume 
indicating  location  and  position  of 
|     interest,  with  salary  requirements 
to:  Fe  Azores,  New  York  Life 
Insurance  Company,  Room 
adison  Avenue, 
lew  York,  NY  10010. 
Equal  Opportunity 
Employer  M/F/D/V. 
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II     ■ 


The  Company  You  Keep ' 


r  more  career  opportunities  -  visit  BestlobsUSA.com 


Pase  1 7 


lopentrjeview 

BrttlobsUSA.com 


Join  the  world  leader  in  vehicle  testing! 

There  is  one  driving  force  that  enabled  us  to  become  the  world 
leader  in  vehicle  emissions  testing  —  customer-driven  quality. 
By  ensuring  outstanding  service  and  quality  throughout  every 
aspect  of  our  organization,  and  maintaining  excellent  long-term 
relationships  with  everyone  from  within  ESP  to  our  customers, 
we  continually  make  ourselves  more  valuable  to  our  customers. 

Our  philosophy  is  based  on  the  promise  to  further  enhance 
levels  of  customer  satisfaction.  By  enacting  positive  change  and 
uniting  everyone  in  the  common  goal  of  being  the  best,  ESP's 

products  and  services  continue  to  excel  to  the  highest  level. 

Careers  On-line 

Environmental  Systems  Products  is  seeking  qualified, 
committed  employees.  Whether  you're  an  Engineering,  IT  or 
Administrative  professional,  or  you're  looking  for  your  first  job, 

Careers  On-Line  may  have  an  opening  for  you. 
http://www.environmental-systems.com/careers.html 


http://www  environmental -systems  com 


To  advertise  in  this  section  call  561-686-6800 


project 


www.  VO  LT  .com 


VOLT  SERVICES  GROUP 

contingent  staffing     i     managed  programs     !    professional  placemen* 

hesdqtrs:  2<301   n.  glassell  st.  orange  ca  92865 
"7 1  A .  92 1  .  5702      forbes@volt .  com 


LOOK  TO  THE  FUTURE! 

EXCELLON  AUTOMATION  is  a  global  leader  in  the  manufacture  of 
computer-controlled  machinery,  located  in  beautiful  Southern 
California.  We  have  challenging  opportunities  for  professionals 
with  an  engineering  degree,  strong  experience/knowledge  in 
related  area  (printed  circuit  board  industry  background  preferred) 
with  the  ability  to  travel.  Some  of  our  opportunities  include: 

•  LASER/OPTICS  ENGINEER 

•  SR.  ELECTRONIC  DESIGN  ENGINEERS,  Analog/Digital  Circuit 
Board  experience  needed 

•  SR.  SOFTWARE  ENGINEERS,  knowledge  of  Unix-based 
systems,  C  &  C++  experience  necessary 

•  FIELD  SERVICE  ENGINEER,  Electro-mechanical,  prior  field 
service.  (NORTHERN  VIRGINIA  LOCATION) 

•  MECHANICAL  DESIGN  ENGINEERS 

•  APPLICATIONS  ENGINEERS 

•  LASER  APPLICATIONS  ENGINEERS,  Experience  with  Nd, 
YAG,  solid  state  UV  lasers 

Exciting  opportunity  to  JOIN  A  WINNING  TEAM  and  chart  the 
course  of  the  industry's  future.  Please  forward  resume  with 
salary  history  to:  EXCELLON  AUTOMATION,  24751  Crenshaw 
Blvd.,  Torrance,  CA  90505;  Fax:  310/534-6771;  E-mail: 
hrOexcellon.com.  Web  site:  WWW.EXCELL0N.COM   EOE  M/F/DA/ 

Excellon 


DON'T  LOOK! 


(unless  you  like 
true  opportunity.) 

Be  prepared,  Sales  Professionals. 

Because  success  like  this  attracts  a 
crowd.  Through  strong  alliances 
with  such  respected  publications  as 
USA  Today,  Forbes,  PC  Magazine 
and  Sales  &  Marketing  Manage- 
ment, Selling  Power,  PC  Magazine, 
as  well  as  the  premier  job  site 
www.bestjobsusa.com ,  Recourse  Communications,  Inc  con- 
tinues its  25  year  tradition  as  America's  largest  publisher  of 
Recruitment  Advertising.  Our  dynamic,  pre-lPO  corporation 
is  currently  seeking  results-driven  Sales  Pros  looking  to  in- 
crease their  professional  income  and  personal  level  of  satis- 
faction in  the  warm,  inviting  climate  of  South  Florida.  The 
qualified  candidates  will  possess: 

•  Business-to-Business  telephone  sales  success 

•  Excellent  work  ethic,  tenacity  and  ability  to  follow  instructions. 

•  Self-starting  attitude 

We  proudly  state  that  many  of  our  top  team  members  earn 
100K+  along  with  excellent  benefits, 
relocation  reimbursement,  and 
8:OOam-5:OOpm  work  hours  (no  week- 
ends) -  all  within  ^  environment  of 
opportunity  (with  no  state  taxes).  Inter- 
ested professionals  should  call  our  job 
hotline    1-888-601 -JOBS. 


m 

MEDIA    GROUP 
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Client  Services  Representatives  -  FB544 

Client  Services  Managers  -  FB545 

Sr.  Client  Services  Managers  -  FB546 


Assistant  Branch  Manager  -  Job  Code  FB542 
Financial  Sales  Representatives  -  Job  Code  FB543 


WTO  RE 


Please  copy  and  paste  your  resume  into  youi  e-mail  message  and  specify  Job  Code  — 

no  attachments,  please.  I  -MALL:  res«mes@fkleliry*.com  or  MAIL:  I  iuYlitv  Investments, 

esume  Central.  Specif)  Job  Code.  S2  Devonshire  Street,  Mail  /one  Z2F2,  Boston,  M  \  02104. 

f  01  additional  opportunities  nationwide   please  visit  out  Web  site  at: 


M     /     J 


Fidelity 


Investments  ■ 


WE  HELP  YOU  INVEST  RESPONSIBLY1 


EOE 
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Me? 

Director  of  Product 
Development 

My  BrassRing.com 
is  successful. 

More  high-tech  jobs 
Broader  resources 
Better  tools 

Deeper  technology  info 
New  features 
Bigger  possibilities 


BrassRing.com  is  the  new 
address  for  high-tech 
success. 

Fill  out  a  "my  BrassRing" 
profile  and  watch  the 
custom  content  pour  in. 
Then  post  your  resume 
for  over  1 200  companies 
motivated  to  hire  the 
right  talent,  right  now. 

The  fastest  way  to  your 
high-tech  future  is 
BrassRing.com,  formerly 
ncpad  by  Westech. 
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Computer  Associates  International,  Inc. 
(NYSE:  CA),  the  world's  leading  business  software 
company,  delivers  the  end-to-end  infrastructure  to 
enable  eBusiness-through  innovative  technology,  ser- 
vices, and  education.  CA  has  over  18,000  employees 
worldwide  and  revenue  exceeding  $6.3  billion.  So,  if 
you're  looking  for  a  fun  challenging  work  environment 
with  unlimited  opportunity,  look  no  further  than 
Computer  Associates! 

Computer  Associates  International,  Inc., 
Human  Resources  Department  •  Forbes 
One  Computer  Associates  Plaza 
Islandia,  NY  11749 
Fax  your  resume  to:  800-962-9224 
E-Mail  your  resume  to:  careers@ca.com 
For  fastest  response,  apply  online  at: 
www.ca.com/career/cajobs.htm 


To  advertise  in  this  section  call  561-686-6800 


Are  You  Getting 
Your  Share 
Of  The 
eBusiness  Pie? 

We  Are  Looking  For  The  Following. 

•  Sales  Executives 

•  Business  Solutions  Technologists 

•  Client  Relationship  Managers 

•  RVP  -  Sales 

•  Channel  Sales  Executives 

•  National  Account  Managers 

•  Security  Sales  Executives 


omputer 
ssooates 

Sofrwore  superior  by  design. 


©  2000  Computet  Associates  International  mc  All  rgr.ts  reserved  Computet  Associates  is  an  Equal 
Opportunity  Employer 


Wouldn  t  you  want  to 
work  for  one  of  the  fastest 
growing  software  companies? 

There  are  over  50  million  pages  of  information  online. 
Somebody  needs  to  make  sure  its  always  available. 


And  we  re  just  the  people  to  do  it. 


We  re  VERITAS  Software,  the  world  s  4th  largest  independent  software  company  and 
preferred  provider  of  enterprise-class  data  availability  solutions. 

Our  commitment  to  "Business  Without  Interruption"  means  that  we  II  be  hiring  another 
2000  professionals  this  year  to  enable  and  support  the  e-commerce  explosion. 

In  fact,  opportunities  are  immediately  available  in  the  Engineering.  Marketing,  Sales,  Finance,  E-business  and  IT  divisions 
of  our  fast-growing,  industry-leading  software  company. 

Nobody  cares  about  data  more  than  we  do.  And  we  can  prove  it  in  Boston,  Boulder,  DC.  Durham,  Orlando,  Minneapolis, 
Redmond,  Silicon  Valley  and  field  offices  around  the  globe. 

VERITAS  Software  is  an  EOE  with  a  corporate  commitment  to  diversity.  ^^^ , 

www.veritas.com  •  www.veritas.com/jobs  •  NASDAQ:  VRTS 


BUSINESS   WITHOUT   INTERRUPTION 


VERITAS 
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►-  Applied  Materials.  We're  everywhere  in  a  sense, 
but  due  to  our  stealth-like  technology,  you  can't  actu- 
ally see  us.  And  you  may  be  surprised  how  much  impact 
we  have  on  the  world.  First  and  foremost,  we're  the  larg- 
est producer  of  wafer  fabrication  systems  that  make  the 
chips  that  make  the  products  that  change  the  world. 
We're  there  first  so  that  the  worldwide  semiconductor 
industry  can  keep  the  pace  and  meet  product  demand 

Although  we  are  a  well-known  and  well-established  in- 
dustry leader,  our  environment  generates  the  excitement 
of  a  small  start-up.  We're  constantly  changing  and  find 
ing  better  ways  to  improve  upon  our  amazing  achieve- 
ments. And,  we'll  be  the  first  to  say  that  our  fast-paced 
company  is  only  for  certain  people  -  ambitious,  smart, 
break-out-of-the-boundary  types  who  keep  going  and 
growing  and  expanding  their  skill  set. 

We're  always  on  the  lookout  for  those  who  want  to  be 
at  the  forefront  and  first  with  the  next  big  thing.  If  you're 
ready  to  move  your  career  and  our  technology  forward, 
start  by  checking  us  out  first. 

ail:  amat@webhire.com 
FAX:     (800)  656-2629 

REFERENCE  SOURCE  CODE FORB0400  ON  YOUR  EMAIL 
MESSAGE  OR  COVER  LETTER 


msmm 


APPLI  ED  MATERIALS K       The  lnformation  A9e  starts  HereT 


www.appliedmaterials.com/jobops 


Applied  Materials  is  an  Equal  Opportunity  Employer  supporting  diversity  in  the  workplace. 
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TELECOMMUNICATIONS  OPPORTUNITIES 

Bechtel  Corporation,  a  leading  engineering, 
procurement,  and  construction  company,  has 
IMMEDIATE  openings  and  challenging  work  in 
their  Telecommunications  Units  throughout  the 
United  States. 
ENGWFFHTTtffl 

•  Project  Engineers  •  Inside  PlanVOutside  Plant 
Engineers  •  Civil  Engineers  •  Electrical  Engineers 

•  Mechanical  Engineers  •  Senior  Architects  •  CADD 
Engineers 

CONSTRUCTION 

•  Inside  PlanVOutside  Plant  Field  Engineers  and 
Inspectors  •  Inside  Plant/Outside  Plant  Lead  Field 
Engineers  and  Inspectors  •  Construction  Managers 

•  Subcontracts  Administrators  •  Site  Acquisition  and 
Right  of  Way  Engineers  and  Managers  •  Construction 
Field  Coordinators 

PROCURivrFTvrT 

•  Field  Procurement,  Material  Control  and  Warehouse 

PROJECT  CONTROLS  ENGINEERING 

•  Cost  and  Schedule  Engineers 

Applicants  may  fax  resumes  with  salary 

requirements,  indicating  position(s)  of  interest  and 

CODE  NUMBER  0417FOR,  to: 

(301)  682-8613;  or  e-mail: 

becoppap@bechtel.com 

Be  sure  to  reference 

CODE  NUMBER  0417FOR. 


www.bechtel.com 


j# 


An  Equal  Opportunity  Employer 


Human  Resources 


You  always  find  the  best 
people  through  the  right 
connections.  Georgia  TEMP  has 
the  capabilities  to  fulfill  your 
staffing  needs  in  the  following  areas: 


•  Accounting  Professionals 

•  Administrative  Assistants 

•  Customer  Service/Data  Entry 

•  Executive  Assistants 

•  Information  Systems 

•  Receptionists 


Downtown:  (404)  652-5493 

Information  Systems:  (404)  652-6458 

E-mail:  gatempgpc@gapac.com 

Georgia 

T-E-M-P 


rs 


A  wholly-owned  subsidiary  of  Georgia-Pacific  Corporation.  EOE 

www.georgiatemp.com 


gm  General  Motors 


i 


True  ingenuity. 

It  accelerates  our  competitive  insight. 


It  lakes  more  than  factories  to  build  cars  and  trucks.  It  also  takes  talented 
people  who  push  the  envelope  to  help  GM  build  an  even  stronger  and  more 
successful  future.  If  you  have  the  credentials  and  desire  to  make  a  difference 
in  any  of  these  critical  business  disciplines,  it  is  time  to  consider  joining 
our  team! 


Engineering 
Information  Systems 

&  Services 
Manufacturing 
Quality 


Vehicle  Sales,  Service 

&  Marketing 
Human  Resources 
Finance 


Purchasing/Production 

Control  &  Logistics 
Communications 
Research  &  Development 
Planning 


Post  your  resume  on  our  Web  site  at:  gm. com/careers  under  the  Job 
Opportunities  section;  or  E-mail  your  resume  to:  GM-Jobs@saztecl.com 
Please  include  the  Source  Code  SC03  on  the  upper  right  hand  corner  of  your 
resume  or  E-mail  subject  line.  If  you  prefer,  you  may  mail  your  resume  to: 
GM  North  America,  Source  Code:  SC03,  P.O.  Box  69,  Nutting  Lake,  MA 
01865-0069. 

Principal*  only.  No  phone  calls,  please.  The  policy  of  General  Motors  is  to  extend  opportunities  to 
Qualified  applicants  and  employees  on  an  equal  basis  regardless  of  an  individual's  age,  race,  color, 
sex,  religion,  notional  origin,  sexual  orientation,  disability  or  veteran  status. 


>r  more  career  opportunities  -  visit  BestJobsUSA.com 
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turning  informa 
into  ta 
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personic 


turning  information 
into  talent 


Over  500  organizations  around  the  globe  Incorporate  our  system  to  secure  a  competitive  advantage. 
Whether  you're  a  recruiter,  hiring  manager,  candidate,  or  employee,  Personic's  e-recruiting  solutions 
help  you  attract,  qualify,  hire,  and  retain  top  talent. 


Call  us  at  888.326.3270  or  visit  us  at  www.personic.com 


www 


For  more  career  opportunities  -visit  BestJobsUSA.coi 
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bsUSA.com 


Who  in  the  world  are  we? 


MB 

i 

Our  offices  are  in 

North  America, 

Europe,  Australia, 

Central  America,  and 

Asia-Pacific. 

Our  employees  speak 
over  55  languages. 

Our  brands  are 

recognized  in  over 

176  countries. 

Millions  use  us  to  send 

a  little  piece  of  the 

American  dream  back 

to  the  country  they  call 

"home." 

We're  First  Data,  a  global  leader  in  electronic  commerce  and  payment 
services.  We  move  the  world's  money  through  our  companies- 
Western  Union,  TcleC.heck,  Integrated  Payment  Systems  and  more. 
We're  also  an  incredible  place  to  work.  And  we're  looking  for  people 
just  like  you.  To  learn  more  about  jobs  available  with  hirst  Data, 
visit  First  Data  Jobs  at  our  Web  sites,  www.firstdatacorp.com  or 
www.firstdatacolorado.com.  And  think  about  what  in  the  world 
you'd  like  to  do. 


iH 


FIRST 
DATA 


We're  a  world  of  opportunities 
right  in  your  backyard. 

Equal  Opportunity  Employer 


Bloomberg 


Your  career  can  hit  a  record 
high  at  Bloomberg. 

We  offer  an  exciting  and  fast 
paced  environment  in  an 
atmosphere  conducive  to  your 
success.  Ordinary  companies 
offer  ordinary  opportunities. 

We'd  rather  be  extraordinary. 

Show  us  your  talent,  and  we'll 
show  you  a  rewarding  career. 

Please  send  your  resume  to: 

Bloomberg 

Human  Resources  Dept. 

499  Park  Avenue 

New  York,  NY  10022 

Fax:  917-369-5021 


To  learn  more  about  the  opportunities  available  at 
Bloomberg,  please  check  out  our  website: 

www.bloomberg.com 

We  are  an  Equal  Opportunity  Employer  M/F/D/V 


r  more  career  opportunities  -  visit  BestJobsUSA.com 
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change  the  face  of  the  pi 


oint  to  the  workplace  as  p 


You  can't  hide  from  change.  But  you  can  prepare  lor  it  Embrace  it  even  That's  where  we  come  in.  With  on  eMarketplace  that 

matches  your  unique  skills  with  the  most  rewarding  opportunities.  With  powerful  tools  that  help  you  njn  your  business  better.  And 

lual  network  that  connects  you  with  the  right  kind  of  companies— those  that  con  see  as  far  ahead  as  you. 


SkillsVillage 


A  new  fore*  of  wor 


J 
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To  advertise  in  this  section  call  561-686- 
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define  the  future. 
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To  advertise  in  this  section  call  561-686-6800 


At  SBC  Communications,  the  parent  company  of  Southwestern  Bell,  Ameritech,  SNET,  Pa- 
cific Bell,  Nevada  Bell,  Cellular  One  and  SBC  Telecom,  we're  changing  the  world  for  our  cus- 
tomers with  innovative  solutions  in  areas  ranging  from  local  and  wireless  services  to  Internet 
access  and  high-speed  data  networking.  This  adds  up  to  new  opportunities  for  us.  And  plenty 
of  variety  for  you.  With  state-of-the-art  training  and  lots  of  room  for  advancement,  we've 
made  sure  SBC  is  the  kind  of  place  where  your  career  is  limited  only  by  your  imagination.  So 
when  you're  ready  to  take  the  next  step  in  your  career,  consider  everything  we  have  to  offer, 
and  bring  it  all  together  at  SBC. 

To  find  out  more  about  an  exciting  career  with  SBC  Communications  and  to  explore  our 
current  opportunities,  please  visit  our  Web  site  and  click  on  "Careers." 


www.sbc.com 


Interested  candidates  can  e-mail  a  resume,  indicating  source  code  EAFOBBES  in  the  subject 
line,  to:  sbcempl@corp.sbc.com.  Or  mail  your  resume  to:  SBC  Communications  Inc.,  Attn: 
Stalling  Center.  1 1 1  Soledad,  Boom  9-Q-l,  San  Antonio,  TX  78205.  SBC  Communications  is 
an  Equal  Opportunity  Employer.  All  qualified  applicants  will  receive  full  and  fair  consider- 
ation for  employment. 


sac 


/SBC) 
global     ~J 
f network 


SBC  Communications  Inc.  and  members  of  the  SBC  global  network: 
Southwestern  Bell,  Ameritech,  SNET,  Pacific  Bell,  Nevada  Bell,  Cellular  One,  and  SBC  Telecom. 

(  ollularOitfl    i*-  .i  registered  sen  ice  mail  of  Cellular  One  Group 
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MICRO 
VISION 

SOFTWARE    INC. 


ACCOUNTANTS 

worki.com 


©RIME 
©ARTNER 


Exceptional  E-Business  Executive  Opportunities 

Micro  Vision  Software,  a  leading  producer  of  professional  accounting  software,  is 
seeking  experienced,  motivated,  and  innovative  executives  to  join  our  management 
team  and  share  the  rewards  of  our  success.  Be  a  part  of  our  major  E-Business 
undertakings,  AccountantsWorld.com,  our  highly  acclaimed  Portal  and  Virtual 
Community  for  accountants  (winner  of  Forbes'  "Best  of  the  Web"  award)  and  our 
innovative  Prime  Partner  unit  that  helps  small  businesses  profit  from  the  Internet. 

COO/VP  Of  Operations 

Strong  tactical  skills  and  long-term  strategic  vision  required.  Responsible  for  creating 
a  solid  infrastructure  to  ensure  an  efficient  and  dynamic  day-to-day  operation.  Must 
have  played  a  key  role  in  taking  a  company  (preferably  high-tech)  through  a  major 
growth  phase. 

VP/Director  of  E-Business 

Requires  an  experienced  entrepreneurial  leader  with  thorough  technical  knowledge  and 
in-depth  understanding  of  E-Business.  Responsibilities  include  managing  implementation 
of  all  E-Business  activities  using  Microsoft  and  other  Internet  technologies.  You  must  have 
developed  and  managed  a  team  of  advanced  web  and  system  professionals. 

Director  of  Marketing  Communications 

Manage  all  marketing  activities:  market  strategy,  advertising,  PR,  promotional  material, 
trade-shows  and  seminars.  Establish  brand  objectives  and  create  a  strong  brand  image. 

Please  submit  your  resume  to:  Human  Resources  -  Micro  Vision  Software,  Inc. 
140  Fell  Court,  Hauppauge,  NY  l  1788-4360 
Phone  |800)  829  -7354  Fax:  (800)  927-1283 
E-mail:  hr-for@mvsinc.com 
www.mvsinc.com  -  www.accountanlsworld.com 


In  1996,  Gadzoox  Networks  published  the  architectural  white  paper 
defining  SANs.  As  everyday  life  becomes  woven  into  the  fabric  of  a 
global  village,  the  amount  of  data  needing  to  be  stored  and  accessed 
becomes  staggering.  The  speed  tool  for  harnessing  the  power  of  this  data 
is  the  SAN  -  and  Gadzoox  Switch  products  are  the  powerhnu«»«  hehi 
SAN. 
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Gadzoox  enters  its  next  stage  of  growth  as  the  leader  in  SAN  switches. 
No  other  product  matches  the  incredible  effectiveness  of  the  HW,  SW  and 
ASIC  designs  found  in  our  switch. 

Imagine  -  and  then  take  action.  Visit  our  website  today  and  send  a 
resume  in  confidence  to:  staffing@gadzoox.com.  Your  career  -  and  your 
imagination  -  will  reach  new  heights  at  Gadzoox. 


NOW  HIRING 


Marketing 

Product  Marketing  Manager  -  Switch  Products 

Director  of  Channel  Marketing 

Channel  Marketing  Manager 

Hardware  Developer  Relations  Manager 

Software  Developer  Relations  Manager 

Web  Developer 

Market  Analyst 

Technical  Publications  Manager 

Alliance  Marketing  Manager 

Performance/Interoperability  Test  Engineer 

Technical  Marketing  Engineer 

Solutions 

Director  of  Business  Operations/Solutions 
Director  of  Storage  Solutions  Engineering 
Solutions  Engineer 

Soles 

Director  of  Sales  Operations  (San  Jose) 
Sales/Systems  Engineer  (West  Coast) 
Sales/Systems  Engineer  (Chicago) 
Southern  Central  Regional  Sales  Manager  (Dallas) 

R&D  Engineering 

Software  Engineer  -  Java/C 
Firmware  Engineer  -  SAN  Switching 
Sr.  Engineer  -  EST 
Software  Build  Engineer 
Project  Manager 

Manufacturing 

Component  Test  Engineer 
Quality  Engineer  ■ 

Test  Engineer  Q\  £|  <[*! 

Buyer/Planner         • 
Shipping  Coordinator 
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join  Advt 

One  of 
"Americas 
Most  Admired 
Companies" 


Fortune  Magazine,  2/21/00 


With  headquarters  in  Spring  House,  PA,  a  large  servicing 
center  in  San  Diego,  and  offices  tlwoughout  the  U.S., 
Advanta  is  a  multi-biUion-dollar  financial  services  com- 
pany and  a  top  10  equity  lender  in  our  industry.  We 
employ  more  than  2,700 people,  manage  over  $12  billion 
in  assets  and  an  additional  $8.3  billion  is  managed  for 
other  companies. 

Advama  has  outstanding  opportunities  for  the  best  and  the 
brightest  professionals  to  join  our  team.  Move  up  to  an  indus- 
try leader  in  compensation,  benefits,  technology  and  work/life 
balance.  Please  visit  our  Web  site  for  more  details.  Send 
resumes  to:  Fax:  (215)  706-0920 
or  (215)  706-0921;  e-mail: 
H  RADVSA@advanta.com 


ADVANTA 


EEOIMIHDIV. 


www.advanta.com 


ROAR  INTO  A 
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For  detailed  job  descriptions,  visit  our  website: 

www.edgewater.com 

Opportunities  Available 

>  PROJECT  MANAGERS 
»  E-SOLUTIONS  ARCRITECTS 

>  E-STRATEGY  CONSULTANTS 
■  E-STRATEGY  ANALYSTS 

i   WE B  APPLICATIONS  DEVELOPERS 
i   WEB  APPLICATIONS  ARCHITECTS 

Edgewater  Technology  is  a  national  award-winning 

consulting  and  systems  integration  firm  that  specializes  in  providing 

companies  with  custom  developed  solutions  tailored  to  today  s 

Internet-centric  environment. 

Please  send  your  resume 

indicating  position 

of  interest  to: 


,<>! 


1  "o"*< 


Staffing  Department 

Edgewater  Technology 

20  Harvard  Mill  Square 

Wakefield,  MA  01880-3260 

Fax:  (781)  246-5903,  e-mail: 

staffing"1  edge  water.com 


EDGEWATE 
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To  advertise  in  this  section  call  561-686-6800 


Tomorrow: 
Today:  the 


a  cure 

IT  infrastructure 


that  it's  founded  on 


What  matters  most?  Your  family,  your  work.  Your  health. 
Today,  everywhere  you  look,  technology  is  making  the 
difference  in  all  these  areas.  We're  dedicated  to  enhancing 
health  care  delivery  through  state  of  the  art  information 
tools.  And  the  3,500  experts  at  Kaiser  Permanente  IT  are 
at  the  heart  of  that  mission.  Getting  life  saving  informa- 
tion where  it  needs  to  go.  Talk  about  mission  critical,  tar- 
get Kaiser  IT. 

Become  involved  in  exciting  initiatives  such  as  Web  devel- 
opment, extranet,  intranet,  enterprise  data  security  solu- 
tions, network  planning,  client/scrver-based  projects,  net- 
work infrastructure,  project  management  and  technology 
planning. 

Position  Locations:  California,  Colorado,  Georgia, 
Hawaii,  Maryland,  Ohio,  Oregon,  and  Washington  D.C. 


For  a  complete  list  of  opportunities, 
www.kp.org/jobs  Click  on  "IT  Division" 


Submit  one  resume  only,  referencing  Job  Code:  PAD- 
FOR0417,  preferably  by  e-mail  to:  kpitjobs@kp.org,  or  fax 
to:  1  -800-839-5 1 40.  The  tangible  and  intangible  benefits  of 
working  for  an  organization  of  our  size  and  scope  will 
change  your  career  perspective  in  a  healthy  way.  AA/EOE 


KAISER  PERMANENT 


Applied  Power  (APW)  is  a  NYSE  public  company  with  sales 
approaching  $2  billion.  APW  McLean  division  is  a  leader  in 
providing  cooling  solutions  for  Electronics  and  Electrical 
Enclosures.  Due  to  dynamic  growth.  APW  McLean  has  created 
^employment  opportunities  in  the  areas  of: 

Engineering, 

Management, 

Sales  and  more!       1 

Opportunities  exist  in: 
•  California    •  Minnesota   •  New  Jersey 

E-mail  resume  to: 

cooljobs@apwmclean.  com 
or  call  1-800-896-COOL 

The  selected  candidates  will  join  a  successful,  work  hard/play  hard 
dynamic  and  growing  corporation    We  offer  a   supportive  worf| 
environment  with  a  competitive  salary  and  benefits  package. 


\apw 


Equal  Opportunity  Employer  M/F/O/V 

Visit  our  Web  Site  at  www.apw1.com 
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Make  the  intelligent  choice. 


Intelligent  Reasoning  Systems,  Inc.  is  dedicated  to  revolutionizing  the  applica- 
tion of  Automated  Optical  Inspection  (AOI)  to  the  Printed  Wiring  Assembly  and  High-Density 
Interconnect  markets.  IRSI  has  forged  a  new  paradigm  in  optical  inspection  based  on  our 
patented  adaptive  knowledge-based  processing  engine. 

We  ate  seeking  talented  qualified  personnel  to  join  our  dynamic  organization.  If  you  believe 
you  can  assist  us  in  growing  our  company,  broadening  our  markets  and  advancing  our  unique 
technology,  we  challenge  you  to  contact  us  in  reference  to  the  following  positions: 

•  Sales  Account  Monogecs  (Positions  open  in  '  field  Service  Engineer  I  &  II  (Positions  open 
West  Midwest,  East,  and  Southeast  Regions)    in  Austin.  TX,  Boston,  MA,  Orlando,  FL,  &  Ra- 
leigh, Mt!) 

'  Quality  Assurance  Manager  (Austin,  Head- 
quarters) '  field  Applications  Engineer  (Positions  open 

in  Austin  IX,  Boston,  MA,  Orlando,  FL,  8  Ra- 
'  Quality  Assurance  Engineer  (Austin,  Head-  leigh,  Nl) 
quarters) 

*  Sr.  field  Applications  Engineer  (Positions  open 

*  Process  Engineering  Manager  (Austin,  Head-  in  Austin  TX,  Boston,  MA,  Orlando,  FL,  &  Ra- 
quorters)  leigh,  NC) 

'  Process  Engineer  (Austin,  Headquarters)      '  Software  QA  Developer  I  &  II  (Austin,  TX  Head- 
quarters) 
'  Industrial  Engineer  (Austin,  Headquorlers) 

*  Systems  Engineer  (Austin,  TX  Headquarters) 

Employment  Opportunities  with  Intelligent  Reasoning  Systems,  Inc. 

We  offer  competitive  salaries,  extensive  benefits,  relocation  assistance,  and  a  multitude 
of  advancement  opportunities. 

Please  e-mail,  FAX,  or  mail  your  resume  to: 

Intelligent  Reasoning  Systems,  Inc.  Attn:  Human  Resources/ER 

100  fflkhoelangelo  Way,  Building  E900,  Austin,  TX  78758 

FAX:  (512)  302-5246 

Email:  resume@irsinc.com 
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influence::  is,  simply  put  the  best  place  for 
strategic,  creative  minds  to  work.  Help  us  change 
the  world,  one  e-business  at  a  time.  Visit  our  virtual 
recruiter  at  w:  global-influence.net/site/careers 
and  discover  opportunities  in:: 

::    business  strategy 
experience  design 
:    technology 
::    project  management 
::    marketing  &  communications 

we  value  diversity  and  are  proud  to  be  an  equal  opportunity  employer. 

influence:: 

the  midwest's  leading  e-business  solutions  integrator  and  incubator 

ST.  LOUIS    KANSAS  CITY    DETROIT    PORTLAND    NEW  YORK 


THE   FUTU 
ARE  YOU 


IS   HERE. 
READY? 


Are  you  in  the  fast  lane  of 
information,  technology  and 
communications?  Get  in  the  fast 
lane  and  stay  there  with 
TEKsystems®.   We're  TEKsystems, 
one  of  the  nation's  fastest  growing 
information,  technology  and 
communications  services  companies. 


With  over  80  offices,  1 8.000  employees 
and  3.500  clients  nationwide,  the  career 
opportunities  with  TEKsystems  are 
tremendous.  To  find  out  more  about 
TEKsystems  careers,  visit  us  at 
www.teksystems.com/tekcareers.html 
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Financial  Sen/ices 


Franchising 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Invettment  Survey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  In  Common  Stocks. 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55 

Available  only  once  every  three  years  to  any  household    SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  Jor  Today's  Investor  (retail 

price,  SI 2.00).  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  Illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  ideas  from  industry 

professionals  on  50  special  topics.  Including  tax  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL   TOLL-FREE    1-800-535-9651 

BONUS  CODE  416NFWM17    American  Express.  MasterCard,  Visa  or  Discover 
24  hours  a  day.  7  days  a  week.  If  you  are  not  completely  satisfied  return  all  materials 
\    in  good  condition  within  30  days  from  the  start  of  your  tnal  subscnption  lor  a  full 
'V     refund  of  your  fee  Allow  4  weeks  for  delivery  Foreign  rates  upon  request     . 
Order  Online  at  www.valueline.com/ads/f4mnf  /£t 
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.  The  Value  Line  Investment  Survey* 

^b^         PO  Box  3988.New  York  MY 
fa^^_  10008-3988 


Going  Public? 


1)  Control  the  IPO  Process 

2)  Negotiate  highest  value. 

3)  Reduce  costs/aggravation. 

The  IPO  DealMakers  system 
will  work  for  you! 

www.  ipodealmakers.  com 
1-410-810-3731 


Take  Your 
Company  Public 

Call:  1-800-827-8388 
or 

http://gopublic.cmacs.com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent   manage- 
ment and  growth  potential 
ARBOC  INC  561-845-7669 


Forbes 

Subscriber  Service 

cler.  change  address 
or 
other  customer  service, 
call  1-800-888-9896 


Inventions 


INPEX  -  World's  largest  invention 
show!  1 600  exhibits  expected 

from  35  countries. 

Invention/technology/licensing/ 

sales  opportunities! 

May  17-21,  2000 

Attend/exhibit! 

1-800-422-0871 


Executive  Gifts 


v  Slot  Machines 

*  Poker  Chips 

♦  Video  Pok 


♦  Gambling  Books  4  Computer  Progra 

♦  Las  Vegas  Nite  Supplies 

♦  Playing  Cards  ♦  Roulette  Whe 

» VHS  Gambling  Tapes 


GAMBLERS 

GENERAL  STORE 

800  S  MAIN  ST .  LAS  VEGAS  NV  89101 


Call  for  60  page  color  catalog! 

Call  800-322-2447 

Fax  702-366-0329  •  In  Nevada  702-382-9903 
www.ggss.com  or  E-mail:  ggs@fiax.net 


Gemstones 


IWI  simi  M  GEMSTONES 
<;i  vk  Winn  i  IQUroiTY!! 

■  x  **-u  Diamond! 
.111,1  .ill  Precious  Gcnistones 
I  uv  wholesale  catalog  *iocc  I" 

\t,  <u/>.  i    u  t,, It  n  Board "I 

li.ij,    A   (  hmnbtt  <>[  ( 'ifllirrii  rt  , 

hoi  si  oi  om  v  in.. 

120  V  Mam  SU  Greenville.  k*.  j:.U5 
l-MNI-K44-.«IINInr  I   \\  270-.*JH.<*i05 


Charge  your  ad., 


o    C 


Join  a  winning  franchise  team. 

When  it  comes  to  secure  document  shredding  and  disposal,  the  top 
corporations  and  law  enforcement  agencies  in  the  world  depend  on 
Shred-It— the  world's  largest  on-site  document  shredding  company. 
Become  a  Shred-It  franchisee  and  secure  your  cut  of  the  billion-dollar 
document  destruction  industry. 

Take  advantage  of  this  exclusive  business  opportunity.  A  limited 
number  of  territories  are  still  available. 

For  a  complementary  video  information  package,  please  fax  your 
name,  address  and  telephone  number  to  (905)  829-1999. 


hred-it 


■Tf  MM  IT"  >  urn  an  |  *  **""'  — 


DOCUMENT  DESTRUCTION. 
DONE  RIGHT.  ON  SITE. 


www.  shredit.  com 


Talk  to  us  first.  Because  nobody  has 
franchisee!  more  businesses  than 

francofp 

www.francorplnc.com  f 


YOUR  BUSINESS 

=    with  the  leading  consulting  firm  in  the  country 

800  358  8011 


nc 


Legal  Services 


Asset  Protection 


Cooperations.  I  .id  Partnerships,  LLC's 
Offshore  Rusts,  Carps.,  rYrvate  Banking 

Ik-si  Jurisdictions  available  for 
Maximum  privacj  and  ll\  saunas 

/'/!  'It  I  w.  nkll-Collfitlflllltll 


Steven  Sears,  CPA  •  Attorney  at  Law 
714-544-0622  •  www.searsatty.com 


Books/A  uthors/Publishers 


h  **:*  =*» 


REDUCE  or  ELIMINATE 

Capitol  Gains  -  Ordinary  Income 

Int'l  law  firm  with  26  years 

experience  in  domestic  and 

international  tax  planning. 

McKenzie-Finch  S.A. 

(800)774-9797    (801)304-5800 


Cruises 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 
iiOGRAPMir  P0[  iilORENS 

WRITE  OR  SEND  YOUR  MANUSCRIPT  TO 
MINERVA  PUBLISHING  CO. 

1001  BRICKELL  BAY  DR  #2310.  MIAMI  FL  33131 


_^<" 


WANTED  *r 

Stressed  people  in  seed  of  a  vacation. 


(',;//  your  C  mist  Specioti 


1-877-541-4703 


brbesl 


BusinessClassified 


Advertisemen 


business  Opportunities 


^CORPORATE  IN  NEVADA 


PRIVACY 

U)WER  TAXES 

RESIDENT  AGENT  SERVICES 

CONFIDENTIAL  CONSULTATION 

Incorporate  bv  Phone/Fax  J£q 
1-877-553-1923        ^*& 


eton  Corporation  Services 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 

Complete  Training.  Call  for  Free 

Information  Package. 

800-995-0049  Ext.  7675 


INCORPORATE 


In  TAX-FREE 
NEVADA  o,,iy  $495 

We  Inc.  in  all  SO  Stales  &  Offshore 
fffrj  Visit:  www.incway.com 


800-959-KK19 


1AKE  BIG  $  $  $ 

•IM/f/M  CttACKS  IH  WIMOSHlflDS 


-S00-S26-S522 

Usa/Canada 


yyww.glassmechanix.com 


A  spyglass  in  the  great  naval  tradition 

Adm.  Nelson's  Telescope 

(with  table  tripod)  just  $59^* 

''•'But  read  tliis  ad  for  an  even  better  deal! 

When  Horatio  Nelson  fought  the  battle  of  Trafalgar,  he  used 
a  telescope  just  like  this  to  monitor  the  movements  of  the 
French-Spanish  fleet.  Our  manufacturer  has  created  a  faithful  repli 
ca  of  this  famous  scope.  Admiral  Nelson's  Telescofv''  measures 
about  five  inches  in  its  "collapsed"  position.  When  you  extend 
the  four  sections  to  full  length,  the  scope  will  be  thirteen 
inches  long  and  focused  to  infinity  with  needle  sharpness. 
Everything  will  appear  twenty-five  times  larger  than  it 
would  to  the  naked  eye.  Compare  that  to  standard  binoc- 
ulars   which    give    you    only    6x    or    8x    magnification. 

The  most  amazing  thing  about  Admiral  Nelson's  Telescope" 
may  well  be  its  price.  We  are  the  exclusive  importers  of  this 
outstanding  optical  instrument  and  are  able  therefore  to 
bring  it  to  you  for  just  $59.95.  But  we  have  an  even  better 
deal:  Buy  two  for  $119.90  and  we'll  send  you  a  third  one, 
with  our  compliments— absolutely  FREE!  If  you  have  ever 
wanted  to  own  a  fine  telescope,  but  found  prices  a  little  steep,  Admiral  Nelson's  Telescope'" 
should   be  your  choice.  You'll   get  many  years  of  good   use  and   enjoyment   from   it. 

FOR  FASTEST  SERVICE,  ORDER  TOLL  FREE 

(800)  797-7367  24  hours  a  day,  7  days  a  week. 

OR  FAX  YOUR  ORDER  TO:  (415)  643-2818 


AT&T  800/900  #'s 

.FFORDABLE  LIVE  OR  RECORDED 

PROGRAMS  ALONG  WITH 

TURNKEY  APPLICATIONS  AND 

CREDIT  CARD  CAPABILITIES 

(201)585-8100 
fWw.1-900AmericanAudio.com 


I  10%  Monthly  Cash  Back 

National  Long  Distance  Carrier  Oilers 

.075  Switched  &  .045  Dedicated 

Outbound  &  Toll  Free  Sen  ice 

For  Your  Business 

dl  Intellicom,  Inc.  877-741-3300 

■  Tell  us  Were  You  Want  Your 
Monthly  10%  To  Go. 


iAJOR  EXPANSION 


yr.  old  co.  Is  now  letting  up  a 
ilted  number  of  dealers  to  market 
[  ir  products.  This  Is  a  no-nonsense 
I  >portunlty  to  be  In  your  own  business 
lid  make  70-80%  profit  Investment 
I  quired.  Call  for  exciting  details. 


The  optics  of  Admiral  Nelson's 
Telescope"  ore  "25x30"  winch  menus  25x 
magnification  ami  the  great  tight-gather- 
ing capacity  of  a  30mm  objective  lens. 
Admiral  Nelson's  telescope  was  made  of 
brass.  This  replica  is  heavily  chrome-plated 

for  extra  beauty  ami  protection.  Vie  scope 
i  omes  witli  a  belt-looped  vinyl  carrying 
case.  For  permanent  mounting  tlie  scope 
comes   with  an  extendible  table-tripod. 


Admiral  Nelson's  Telescope"'  is  the  outstanding  corporate  gift  of 
the  year.  We  can  apply  your  logo  in  quantities  of  100  or  more.  Call 
Chris    Simpson    at    (415)    643-2810    for    more    information! 


For  customer  service,  please  call  (415)  643-2810. 
Please  give  order  :i069F519for  Admiral  Nelson's  Telescope  ( live 
Visa/  VIC  number  and  expiration  date  and  daytime  phone  -  for 
all  orders.  Add  S4.9S  for  one,  $9.90  for  three  for  ship./ins.  (plus 
sales  tax  forCalifomiadelivery).  You  have  30-day  refund  and 
one-year  warranty.  We  do  not  refund  shipping  charges. 


2360  Third  St.,  San  Francisco,  CA  94107 


©  Order  by  toll-free  phone:  (800)  797-7367  or  (fastest!)  by  fax:  (415)  643-2818  © 
Visit  our  website  at  www.haverhiils.com 


Business  Opportunities 


♦  Companies         ta«D™.„d 

♦  Banking  (800)551-9105 

♦  Credit  Cards       f o. »}># 

♦  Privacy  .  CoW«,e 

^00)5Si-2i4i!^S«rsalL 

Visa/MC/Amex       www.uaervlcei.com     I 


E3E32EE2a 


Buy  a  business,  sell  a  business. 

Businesses/Franchises  for 

sale  by  owner. 

All  types,  sizes,  prices,  and  terms. 

Affiliated  Business  Consultants 

1-719-540-2200 


NEVADA  &  OFFSHORE 

CORPORATIONS 


♦Asset  Protection,  Privacy.  Tax  Free 

♦  Licensed  Offices:  Las  Vegas -Nassau 

♦  Credit  Cards,  Bearer  Shares.  Banking 


ORDER  BY  PHONE  FREE  INFO 

1-800-997-2550 

www.nevadacorp.onevegas.coi 


INCORPORATE  IN  DELAWARE 


Speoofcrs  »i  setting  up  Detowo/e  Corporations  General,  Aircraft, 
Boot  8  SMf  Corporations  Col «  write  to  out  fKlt  KIT 

Via  ■■  .nfJe  *  J        -'     * 

TJW  PTPVWf  ifwmfflrn 

fPavfyMrWct  for  a 


3Sl  I  Siverade  Rd,  /105-fB  •  Wfimtngtofi.  DE  USA19810 

302-477-9800  •  80032KOB'  •  FAX  302-477-981 1 

E-mI:  UKp@detieg.corn  •  hrttreet  htrpy/delieg.com 


PJ<iM«Jj^77THrB!l 


•  Registered  agent  services 

*  U.S.  bank  accounts  opened 
•Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


BUSINESSES 
AVAILABLE 

7 1  .ocallv-Nationally*  Many  Reloca  tabled 
'  i        Stores/ResiTMoteiVS  i  il/Autol 

I  Child  Care/Nursing  Home%*Trades-Tnuisp/Cc4isi 
DistruVReoril/Whsle/l  tons 

Jnternutiuntd  Business  Associates^ 
850-233-3797 


Internet  Opportunities 


INTERNET 


LAY  CLAIM  TO  YOUR  PIECE! 

Top  computer  co.  now  in  MLM  LAUNCH. 
Winning  concept  that  will  revolutionize  MLM 
Launching  in  29  languages.  Position  yourself 

immediately  on  top  to  make  BIG  money. 

Achieve  success  with  #1  team  of  top  pros 

that  can  train  &  support  you. 

iPhone  (800)  526-7598,  24-hour  msg 


For  information 
and  rates 
on  advertising 
in  the  next 
Forbes  Business 
Classified  Section 
contact: 
Media  Options 
(1-800-442-6441 
for  ad  rates  &  ad 
information  only) 
Fax:  973-694-8371 
E-mail: 
mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


0,«^..„..„„_..,.,,,.,,„..,. 
having  judges  run  for  election?  To  get  their  party's  nod,  judicial  candidates  have  to 
curry  favor  with  local  and  state  political  power  brokers.  How  do  you  suppose  such 
favor  is  curried?  Running  for  office  costs  a  bundle.  Big  bucks  are  needed.  How  much  imagination  do  you 
need  to  figure  out  why  many  of  the  big  contributors  give  so  big?  Those  running  for  judgeships 
usually  end  up  heavily  indebted  to  the  power  brokers  and  dollar-ladlers.      — MALCOLM  FORBES  (1966) 


Corruption,  the  most  infallible 
symptom  of  constitutional  liberty. 

—EDWARD  GIBBON 


The  man  who  offers  a  bribe  gives  away 
a  little  of  his  own  importance;  the  bribe 
once  accepted,  he  becomes  the  inferior, 
like  a  man  who  has  paid  for  a  woman. 
—GRAHAM  GREENE 


When  I  want  to  buy  up  any  politician 
I  always  find  the  antimonopolists 
the  most  purchasable — they  don't 
come  so  high. 

—WILLIAM  VANDERBILT 


When  rich  villains  have  need  of  poor 
ones,  poor  ones  may  make  what  price 
they  will. 

—SHAKESPEARE 


The  accomplice  to  the  crime  of  corrup- 
tion i$  frequently  our  own  indifference. 
-BESS  MYERSON 


If  the  camel  once  gets  his  nose  in  the 
tent,  his  body  will  soon  follow. 

—ARAB  PROVERB 


The  belief  in  a  supernatural  source  of 

evil  is  not  necessary;  men  alone  are 
quite  capable  of  every  wickedness. 

— (OSEPH  CONRAD 


Public  money  is  like  holy  water;  every- 
one helps  himself  to  it. 

—ITALIAN  PROVERB 


The  phenomenon  of  corruption  is  like 
the  garbage.  It  has  to  be  removed  daily. 
— IGNACIO  PAGAZA 


Only  among  people  who  think  no  evil 
can  evil  monstrously  flourish. 

—LOGAN  PEARSALL  SMITH 


Some  people  show  evil  as  a  great  race- 
horse shows  breeding.  They  have  the 
dignity  of  a  hard  chancre. 

—ERNEST  HEMINGWAY 


Life  is  a  corrupting  process  from  the 
time  a  child  learns  to  play  his  mother 
off  against  his  father  in  the  politics 
of  when  to  go  to  bed;  he  who  fears 
corruption  fears  life. 

—SAUL  ALINSKtf 


Evil  is  something  you  recognize  imme- 
diately: it  works  through  charm. 

—BRIAN  MASTER 


An  egg  thief  becomes  a  camel  thief. 

—PERSIAN  PROVER] 


A  thief  passes  for  a  gentleman  when 
stealing  has  made  him  rich. 

—THOMAS  FULLEi 


A  Text  ... 

There  is  a  generation  that  is  pure 
in  its  own  eyes,  and  yet  is  not 
washed  from  its  filthiness. 

—PROVERBS  30 


Sent  in  by  Ben  Jones,  Madison,  Tenn. 
What's  your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the  Business  of  Life  _ 
is  given  to  senders  of  Bible  texts  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetic  J 
bj  subject,  are  .n.ulable  in  a  900-page,  one-volul 
deluxe  edition,  Forbes  Booh  of  Quotations:  Thoughts^ 
the  Business  0)  1  ife.  The  price  is  $40,  plus  $3.50  shippj 
and  $1  per  item  for  handling  (add  applicable  sales  tJ 
To  order,  please  call  toll-free,  1-800-876-6556. 
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E  DOT-COM  WORLD 
KES  ON  THE  CHARITY 

TABLISHMENT 


BURLINGAME 
APR  2  8  2000 
LIBRARY     r 


When 


run  your  own  business, 


you  don't  have  time  to  waste 


your 


computer  guy. 


V/ieredo>OL  wat 


The  good  news  is  you're  your  own  boss,  the  bad 


news  is  you're  also  your  own  computer  guy.  So  how  do 


you  find  the  time  to  keep  your  computers  running, 


when  there  are  barely  enough  hours  in  the  day  to  run 


your  business?  One  answer  is  Microsoft® Windows® 


2000  Professional,  a  business  operating  system 


that  offers  a  whole  new  standard  in  reliability.  In 


fact,  according  to  an  independent  study  by  National 


Software  Testing  Laboratories,  it's  13  times  more 


reliable  than  Windows  98.  You  can  get  Windows  2000 


Professional  pre-installed  on  PCs  from  every  leading 


manufacturer.  Major  business  applications  already  run 


on  it.  And  it's  based  on  the  Windows  interface,  so  you 


and  your  employees  are  familiar  with  it.  Which  means 


you  can  spend  your  precious  time  figuring  out  how  to 


keep  your  business  one  step  ahead.  Find  out  more  at: 


www.microsoft.com/windows2000/smallbiz 


indows20oo 

Professional 

HI  The  Business  Internet  I  starts  here 


oft  Coc poratton.  M\  rights  reserved.  Microsoft,  Windows,  trie  Windows  logo  and  Where  do  you  want  to  go  today?  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other 
>r  product  and  company  names  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


THE  LITTLE  ITALIAN  RESTAURANT  YOU'VE  ONLY 


k 


OLF  COURSFYOU'VE  NEVER 


D    OVER    29,000   AUTOMATED 


TELLERS    FROM    MAINE    TO    CALIFORNIA.    JUST 


A    FEW    OF    THE    PLACES    THE    DVD-BASED 


ACURA  NAVIGATION  SYSTEM  CAN  TAKE  YOU. 

Introduced   by  Acura,  the  in-dash  Satellite-Linked 


Navigation  System  utilizes  up  to  eight  orj^itfrig  satellites 


to  pinpoint  your  position.  Voice  and  visual  cues  provwte 


step-by-step 


to  virtually  any  address.  Miss  a  turn,  and  a  new 


route  is  instantly  calculated.  Furthermore,  the  DVD 


iWv 


database  puts  all  this  technology  at  your  fingertips 


anywhere  from  coast  to  coast.  For  a  closer  look  at  the 


Acura  TL,  visit  www.acura.com  or  call  1-800-TO-ACURA. 


The  Acura  TL.  Starting  at  $28,400. 
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ST  76     DAYS,   GETTING  AN  E-RETAILER  PRIMED  FOR 


ES  TRAFFIC  seemed  the  height  of  WISH  FU L  THINKING 


BUT 


OPEN  MINDS 


MADE  IT 

CLICK. 

Multiple  Zones  International  faced 
a  massive  challenge.  Their  100,000- 
computer  products  site  had  to  achieve 
new  heights  of  customer  service, 
capacity  and  security  to  capture 
vital  sales.  And  with  just  76  days  to 
go,  the  clock  was  ticking. 

With  razor-sharp  planning, 
precision  execution  and  unmatched 
client  collaboration,  CSC  lit  up  the 
dynamic  site  in  time  for  peak  sales 
season.  Customers  poured  in.  Orders 
shot  up.  And  Web  sales  increased 
over  60%.  Today,  CSC  continues  to 
work  closely  with  Multiple  Zones 
International  to  sustain  success. 

CSC  applies  e-business  innovation, 
enterprise  best  practices  and  Internet 
technologies  to  speed  companies 
from  clicks  to  commerce.  In  700 
locations  worldwide,  our  57,000 
quick  minds  are  ready  to  make 
business  click  right  into  place  for 
your  company. 

www.csc.com/econsult 


IS  NO  TIME  FOR  CONVENTIONAL  THINKING5 


vFunds  collects,  maintains  and  applies  consumer  information  in  accordance  with  industry-leading  data  stewardship  policies  and  applicable  laws. 
eFunds  Corporation  is  a  subsidiary  of  Deluxe  Corporation  (NYSE:DLX).  Q2000.  eFunds  Corporation  All  rights  reserved. 


Sales   are    up    127%. 
Unfortunately,    transaction   COSTS 
are    up   even    more. 

CHEERS. 


Managing  your  costs  as  well  as  your  revenue  can  be  a  challenging  task 
for  any  business.  But  eFunds  has  solutions.  Our  online  debit  payment  capability 
can  increase  profitability  by  reducing  your  net  payment  costs,  while  settling  funds 
through  the  ACH  network.  This  enables  you  to  build  stronger  relationships  with 
your  customers  by  offering  them  another  convenient  means  of  payment. 
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web-based  payment  options  familiar,  convenient  and  cost-effective.  Call  us  at 
l-888-9eFunds  (I -888-933-8637)  or  visit  eFunds.com  to  build  customer 
relationships  you'll  truly  value. 
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Solutions  •  EFT  Processing  Software  •  Electronic  Check  Conversion  •  DebitBureau""  •  Business 
Process  Management  •  IT  Development  Support 
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not  the  most  seasoned  investor.  So  when  I  finally  got  over  my  fears  of 
\iping  into  the  market,  I  went  to  the  pros  at  MetLife  for  advice.  They  helped 
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h.  I'm  no  Wall  Street  maven  yet,  hut  now  I  know  that  investing  doesn't 
e  to  he  as  tough  as  serving  souffle  to  400. 

a  free  evaluation  of  your  portfolio,  or  to  create  a  new  one, 
1  -800-MetLife.  Or  visit  us  at  www.metlife.com. 
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America  Online  Steve  Case  battled  skep- 
tics, financial  losses  and 
technical  crises,  but  he 
made  AOL  a  household 
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stalwart's  $166  billion 
marriage  with  Time 
Warner  is  the  culmina- 
tion of  Case's  15-year  quest  for  on- 
line domination. 

CMGI  Looks  toward  Europe  The  U.S.- 
based  Internet  investment  company 
has  ambitious  acquisition  plans  in 
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sector,  where  Chief  Executive  David 
Wetherell  smells  value. 

The  New  Gatekeepers  of  Online  Privacy 

Microsoft  and  AOL,  neither  known 
for  its  skill  in  handling  this  sensitive 
topic,  will  offer  new  privacy  tools 
with  their  browsers.  But  critics  say 
that  the  two  giants  have  little 
incentive  to  provide  real  protection 
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Applied  Materials  After  setbacks  the  pre- 
vious two  years,  profits  reached  an 
alltime  high  at  Applied  Materials,  a 
$4  billion  (sales)  manufacturer  of 
semiconductor  fabrication  equip- 
ment. Will  this  prosperity  last? 

Coming  Soon 

Executive  Pay  Our  annual  review  of  ex- 
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impensation  packages  at  more 
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The  Weekly  Warmiip  Sun  Microsystems'  Bill  Joy  produces  an  odd  hand 
wringing  antitechnology  manifesto.  Has  he  turned  into  a  crackpot? 
Columnist  John  C.  Dvorak  tries  to  figure  it  out. 

JUSt  BrOWSing  There's  something  wrong  with  this  picture.  Attendees  a 
an  Internet  trade  show  in  L.A.  reveled  in  all  things  dot-com — tumul- 
tuous stock  market,  money-hemorrhaging  operations  and  balky  IPOs  bi 
damned.  Our  Silicon  Valley  columnist,  Jon  Swartz,  explains. 

Net  CentS  Hype — it  may  drive  the  market,  but  don't  let  it  influence 
your  Web  surfing.  Adam  Leitzes  and  Josh  Solan  take  jabs  at  some  of  the 
most-talked-about — and  least  useful — Web  sites. 
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Finance-oriented  Web  sites  are  no 
longer  just  for  the  middle-brow.  Blue- 
blood  private  banks  are  now  hawking 
their  services  online.  Beginning  Apr.  22, 
Forbes.com  will  begin  a  three-part  se- 
ries to  look  at  what  these  new  sites  offer 
and  whether  they're  worth  your  time. 


Now  you  can  engage  in  discussion  wi 
leading  Forbes.com  and  FORBES  maga 
zine  writers  and  columnists  on  curren 
technology  and  investment  topics  with 
out  leaving  your  PC.  Watch  our  hortv 
page  daily  for  information  on  schedulei 
online  chat  sessions  hosted  by  Yahoo 
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The  Radical  Philanthropist  Last  December  Quemi 

Hardy  ran  into  Bill  Gates'  top  charity  executive,  Patric 
Stonesifer,  at  an  airplane  hangar  in  Seattle.  Telecom  entn 
preneur  Craig  McCaw  had  flown  Nelson  Mandela  there  f< 
a  fundraiser,  eventually  sending  him  off  with  $50  millio: 
Hardy  saw  a  story.  "I  wondered  if  something  different  w; 
going  on  here.  These  guys  seemed  to  be  taking  things  mo: 
into  their  own  hands  compared  with  traditional  giving,"  1 
says.  Who  best  to  personify  the  charitable  innovations 
the  digital  age?  Hardy  settled  on  the  press-shy  founder 
Ebay,  Pierre  Omidyar,  and  spent  two  months  persuadir 
him  to  agree  to  a  long  interview  in  Paris.  The  results  appe; 
on  page  114. 

Our  New  M.E.  For  the 

fact  that  technology  cov- 
erage has  lately  become  a 
much  more  visible  and 
vivid  part  of  this  maga- 
zine, I  have  to  thank  one 
very  important  addition 
to  our  staff,  Dennis 
Kneale.  Kneale,  42,  came 
here  as  executive  editor  in 
1998  after  16  years  at  the 
Wall  Street  Journal,  where 
he  rose  to  senior  editor  for 
technology  and  health 
and  oversaw  much  of  the 
AIDS  coverage  that  won  the  Pulitzer  Prize  for  national  r 
porting  in  1997.  Reflecting  the  fact  that  technology  is  now 
pervasive  part  of  the  economy  and  that  Kneale's  influence 
felt  in  every  part  of  FORBES,  he  assumes  with  this  issue  tl 
new  tide  of  managing  editor.  His  difficult  job  now:  be  as  e 
cited  as  he  ever  was  about  his  favorite  sector  while  being 
skeptical  as  this  magazine  always  is  about  the  companies  in 

Surviving  Nasdaq  You  can  bite  your  nails  about  son 
of  the  crazy  multiples  on  digital  age  stocks  without  frettii 
that  they  will  bring  down  the  economy  in  a  great  crash.  Pet 
Huber  makes  the  distinction  in  "Rational  Exuberance," 
page  52.  His  point  is  that  most  of  the  efficiency  gains  fro 
the  microchip  may  end  up  in  the  pockets  of  consumers,  n 
investors — but  that's  just  fine  if  you  are  as  much  consumer 
investor. 


Dennis  Kneale 
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ACCOUNTS  PAYABLE 
DOMAIN  MANAGER 
,NTERNET  ATTORNEY 
jR.BRAND  MANAGER 


E hey' re  certainly  not  paying  you  for  all 
lose  jobs.  Register.com's  Corporate  Services 
'ivision  was  created  to  help  webmasters  easily 
andle  the  sometimes  overwhelming  task  of 
egistering  and  managing  their  company's  domain 
Umes.  Once  you  set  up  an  account,  you'll  have  a 
redicated  Account  Manager,  reachable  by  phone, 
d  assist  you  with  high  volume  registrations  and 
nany  other  specialized  services.  And  only  one 
onsolidated  bill  when  you're  finished.  To  get 
our  account  set  up,  call  us  at  1-800-699-9638. 


register 

•  com 

Corporate  Services  Division" 


We've  been  building  security  longer  than  you  think. 


W3y   SeCUre    Informix  has  been  building  enterprise-level 

security  as  long  as  there  have  been  web  sites.  Our  encryption  and  decryption  software  is 

It  straight  into    he  database  for  lightning  fast  security  operations,  complete  stability  and 

'y         u  means  Informix  Internet  Foundation. 2000  is  the  only  secure  database 

er  need  se  when  it  comes  to  security,  experience  matters. 


security,  strength,  stability 


Inform/x 

SOFTWAR  E 

way  to  web 
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Estate  Debate 

In  "Don't  Count  Your  Chickens"  (Mar. 
6,  p.  104)  the  author  states  that  the 
widow  and  children  of  Edmund  Mc- 
Cormick  received  a  total  of  $400,000 
from  his  estate.  In  reality,  Suzanne 
McCormick  received  more  than  $4.5 
million  in  assets  from  her  husband's 
estate.  To  suggest  that  she  is  "on  the 
bread  line"  is  inappropriate. 

WILLIAM  J.  WILKIE 

Managing  Director 

Bankers  Trust  Co. 

New  York,  N.Y. 

Suzanne  McCormick  did  receive  houses 
and  art  worth  an  estimated  $4.5  million. 
In  addition,  she  and  the  five  children  were 
entitled  to  at  least  $9  million  after  taxes. 
As  explained  in  the  story,  she  and  four  of 
the  five  children  have  received  only 
$400,000  of  the  $9  million.— ED. 

Will  and  Testament 

In  "Sweet  Charity"  (Mar.  20,  p.  180) 
you  said  my  client's  charity,  the  Will 
Smith  Foundation,  had  an  overhead 
that  "is  at  43%."  The  use  of  the  present 
tense  is  unfortunate.  Yes,  expenses  in 
1998  were  43%,  most  of  which  were 
startup  costs.  In  1999  it  dropped  to 
24%.  Your  article  doesn't  mention  that 
all  contributions  are  made  by  the  cou- 
ple, without  outside  help.  The  Smiths 
receive  no  fees  from  the  foundation. 
STAN  ROSENFIELD 
President 
Stan  Rosenfield  &  Associates 
Los  Angeles,  Calif. 

At  the  time  of  publication,  the  1998 

data  were  the  latest  available. — ED. 

Roll  the  Tice 

I  read  your  article  on  David  Tice  ("Dal- 
las Cowboy,"  Apr.  3,  p.  164)  with  great 
interest.  You  state  that  Tice's  call  on  sell- 
mi;  Tyco  short  was  a  notable  victory. 
However,  you  failed  to  mention  the 
stock  has  recovered  from  a  low  of  $22 
per  share  to  approximately  $50. 

To  date  there  is  no  indication  that 
the  SEC  has  any  issues  with  Tyco's  ac- 


No  Lemon  Here 

In  "Mercury  Falling"  (Apr.  3, 
p.  120)  you  write  about  the 
demise  of  the  Mercury  auto  line 
but   later   state   that   it   sold 
438,000  last  year— a  6.8%  sales 
jump.  Sounds  like  Mercury  ris- 
ing to  me.  You  also  talk  about  se- 
nior-citizen buyers  of  the  car 
and  refer  to  their  dwindling 
numbers.  I  guess  you  haven't  I 
heard  about  the  77  million  baby  I 
boomers  who  are  approaching.! 
retirement  age. 

The  reason  why  cars  such  as  I 
the  Mercury  Grand  Marquis  I 
have  been  selling  well  is  simple:  I 
It's  a  six-passenger  vehicle  with  a  I 
V-8  engine,  decent  styling  and  a  I 
price  tag  below  similar  vehicles,  I 
such  as  the  Lincoln  and  Cadillac.  I 
VINCENT  LOMBARDI  I 
Forked  River,  N.J.  I 


counting  practices.  To  the  contr 
Tyco  has  continued  to  make  acqu: 
tions  and  has  recendy  filed  for  an  I 
for  one  of  its  businesses  on  the  Int 
net.  I  would  suggest  that  Tice's  call 
Chase  would  have  a  similar  outcom 
WILLIAM  SP 
Former  Vice  Chai 

Salomon,  I\ 
New  York,  N\ 

Hang  Up 

AT&T's  enforcement  of  antiquated,  nj 
nopolistic  customer  service  attitud 
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Digex  &  Bluefly.com 

They  sell  fashion. 
We  manage  Web  servers. 


0* 

tuesday.  11:15  p.m. 
bought  him  a  new  tie. 

i 
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^^      ™     www.bluefly.com 

f                                   the  outlet  store  in  your  home 

Together  we  do  e-business. 

At  www.bluefly.com  you'll  find  one  of  the  Internet's  most  visited  outlet  stores  for  name 
brand  fashions  and  home  furnishings  —  that's  their  business.  At  Digex,  we  don't  know 
much  about  fashion.  But  we  do  know  what  it  takes  to  run  a  successful  e-business. 

Digex  manages  the  details  necessary  to  make  your  online  business  a  success.  We 
supply  the  hardware,  software  and  pre-engineered  platforms  that  include  best-of-breed 
technology  to  get  your  site  up  and  running  —  fast  and  reliably.  Our  world-class  data 
centers  and  networks  are  optimized  for  performance  and  availability,  so  your  site  is 
online  24x7x365.  We  provide  the  administration,  monitoring  and  security  services 
necessary  to  make  sure  your  site  stays  up  and  running  smoothly  and  securely. 

At  Digex,  we  focus  on  the  technology  and  operations,  so  you  can  focus 
on  the  business  opportunity. 


Digex      keeps  e-business  in  business 


www.digex.com/e-business3 
1.888.DIGEX01 


©2000  Digex.  Inc.  AH  trademarks  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners.  All  rights  reserved- 


imiKE 


www,  flex  jet,  com 


HAVING  YOUR  OWN  LANE 
DURING  RUSH  HOUR 


Air  traffic  isn't  a  problem  when  you're  5,000 
feet    above    it.    And    competition    isn't    a 
problem,    when   you're   light  years   ahead   of 
it.    The    Learjet    31A®    is    simply    the    best 
business  jet  in  its  class,  but  you'd  expect  noth- 
ing less  from  the  leaders  in  business  aviation. 
We  build  and  service  al^ur  aircraft,  and  make 
sure  each  is  among  the   newest  in  the  sky. 
Honestly,  our  competition  can't  compete.    And 
a  Learjet  31A  will  start  making  you  feel  the 
same  about    yours.  For  information  about  the 
many  affordable  benefits  of  Flexjet  fractional 
ownership  call  1-800  FLEXJET. 


BOMBARDIER 

AEROSPACE 


FLEXJi 


we  build  the  aircraft 


HIGH-TECH 

FOR  HIGH  POTENTIAL 
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How  5.10,000  Invested  9/30/87 
Mould  Hive  Grown  vs.  Competitors 


T.  Rowe  Price  Science  &  Technology  Fund  (PRSCX)  invests  primarily 
in  stocks  of  companies  that  seek 
scientific  or  technological  advances. 
Since  its  inception  it  has  successfully 
identified  many  dynamic  opportu- 
nities, outperforming  its  Lipper 
Category  Average  and  the  S&P  500. 
Despite  this  outstanding  record, 
investors  should  be  aware  that  the 
fund's  triple-digit  performance  in  1999 
is  highly  unusual  and  cannot  be  sus- 
tained. Past  performance  cannot  guar- 
antee future  results.  No  sales  charges.     I 


Call  24  hours  for  your 
free  investment  kit 
including  a  prospectus 

1-800-341-5601 

www.tiowepiice.com 


Invest  With  Confidence 

T.Rowefirice 


100.99%,  38.90%,  and  30.16",,  are  the  fund 

ended  12  ;i  99  respective!)  Figures  include  chi 

Investment  return  and  principal  value  will  \ 

pun  i  ase  (Source  for  Upper  data  Lipper  Inc 

s  For  more  information,  including  fee 

hi  Services.  Inc..  Distribui 


s  avenge  annual  total  returns  for  the  I-.  5-,  Bnd  10-year 
inges  in  principal  value,  reinvested  dividends,  and  capital  gain 
.m.  ami  shares  mq  be  worth  more  or  less  al  redemption  than 
i  rhe  S&P  500  is  an  urunanaged  index  thai  tracks  the  strx  ks  ol 
s  ami  expenses,  read  die  prospectus  carefull)  before  investing 
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READERS     SAY 

("No,  I  Don't  Accept  the  Charges 
Apr.  3,  p.  161)  is  a  significant  deterreil 
to  Michael  Armstrong's  attempts  to  n 
vitalize  its  business.  As  an  AT&T  customs 
I'm  appalled  by  their  insensitivity,  h 
transigence,  evasiveness  and  irrespons 
ble  conduct.  When  AT&T  customer  se 
vice  representatives  fail  to  delivt 
commitments  and  complaints  remai 
unrectified,  it's  unrealistic  to  expect  an; 
one  to  invite  more  insidious  abuse  t 
subscribing  to  the  company's  cable,  Ii 
ternet  or  wireless  services. 

BRUCE  L.  POWEF 
Chelan,  Was* 


I  Want  My  Privacy 

In  "Privacy  Shmivacy"  (Apr.  17,  p.  4( 
Daniel  Oliver  contends  that  "people 
names,  addresses  and  phone  numbe: 
have  been  public  for  years."  But  the  pul 
lie  has  control  of  this  information.  That 
why  the  phone  company  asks  if  you' 
like  it  published. 

Oliver  also  believes  that  the  free  flo 
of  buyer  information  benefits  consume 
through  "lower  prices  and  . . .  less  tin 
searching  for  products."  There  are  mar 
of  us  who  would  rather  spend  a  penr 
more  on  a  product  than  have  our  credl 
and  purchasing  history  posted  to  eveil 
marketing  machine  in  the  country.  An! 
there  are  many  of  us  who  would  rathj 
not  be  barraged  by  an  endless  stream  i 
6  p.m.  phone  calls  and  inane  e-mails. 

TYLER  OWEI 
Preside* 
Miltona  Recort 
Los  Angeles,  Cal 

Gender  Bender 

In  "Diary  of  a  Mad  Mousewifi 
(Mar.  20,  p.  328)  Granville  Angell  wi 
misidentified  when  we  said,  "the  lady 
psychic."  He  kindly  reminded  us  th 
men  (especially  him)  can  be  psychic,  to 

That's  Your  Estimate,  Not  Mine 

In  "Rocket  Man"  (Apr.  17,  p.  398)  v 
said  Andrew  Beal  claimed  to  be  worl 
$600  million.  In  fact,  that  was  a  FORB1 
estimate  of  his  wealth. 


□ 


Send  e-mail  to  readers@forbes.coi 
Letters  should  include  the  author 
address  and  phone  number. 


W  FAST  COUID  YO 
AN  E-COMMERCE  OPERATIONS  FOR  YOOP 

W  RAPIDLY  COULD  YOU  GROW  IF  INTEGRATION  DIDN'T  DRAG  YOU  DOWNP 

IW  QUICKLY  COULD  YOU  GET  TO  MARKET  IF  IMPLEMENTATION  DIDN'T  HOLD  YOU  BACK? 

IN  SWIFTLY  COULD  YOU  PROSPER  IF  LOGISTICS  DIDN'T  STEAL  ALL  YOUR  TIMEP 


2000  Electron  Economy,  Inc.  All  Rights  Reserved 


t  if  you  could  fast-forward  your  e-commerce  initiative?  Electron  Economy,"'  with  complete  consulting,  technology 
nanagement  services,  speeds  the  planning  and  building  of  back-end  operations.  And  once  up.  the  Internet  TONE,'" 
nternet  Transaction  Operations  Network,  makes  it  fly.  Open  and  extensible,  it  enables  you  to  integrate  on  impulse, 
ige  assets  at  will  and  transport  data  and  product  on  demand.  Download  the  whitepaper  at  www.electroneconomycom/4 


Saving  companies  from  the  chaos 


electron  economy 


After  15  years 

of  helping  people  invest, 

we  decided  it  was  time  to 

help  them  retire. 


(K)0.  Morningstar  Associates,  LLC  All  rights  reserved  MornmgstarSM  ClearFutureSM  is  offered  by  Morningstar  Associates,  LLC,  a  registered  investment  adviser  and  subsidiary  of  Mormngsts 
Ck  of  Future  and  the  Future  of  Advice  are  servicemarks  of  Morningstar  Associates,  LLC  Morningstar  and  the  Morningstar  logo  are  servicemarks  of  Morningstar,  Inc. 


ntroducing 

vlorningstar" 
ClearFuture". 

For  over  15  years,  Morningstar  has  stood 
;side  the  individual  investor  with  unbiased 
lalysis  and  helpful  information.  Now  we're 
;ing  our  expertise  to  give  out  answers  with 
earFuture,  a  powerful  yet  easy-to-use 
)1(k)  advice  service  that  revolutionizes 
tirement  planning. 

Vhatthe  !*(k)  should 
do  with  my  401  (k)?? 

It's  difficult  for  companies  to  offer 
nployees  the  kind-  of  specific  guidance 
ey  need.  So  who  better  to  give  them 
fvice  on  your  company's  existing  401(k) 
an  than  the  unquestioned  leader  in  mutual 
nd  research?  Morningstar  has  the  most 
implete  fund  database  in  the  world, 


with  constantly  updated  analyses  on  over 
10,000  funds.  With  this  information, 
ClearFuture  can  spell  out  what  Human 
Resources  can  only  hint  at. 

We  specialize  in  making 
things  simple. 

ClearFuture  was 
created  using  our 
proprietary 
goals-based 
methodology  that 
focuses  on  an 
individual's  hopes 
and  dreams,  then 
maps  out  a 
personalized  401(k) 
strategy  to  get  them 
there.  It's  simple. 
Fun  to  use.  And  surprisingly  specific.  There  will 
be  no  more  questions  because  we  are  giving 
the  answers.  And  since  Morningstar  is 
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ClearFuture  makes  personalized 
401  (k)  recommendations. 


fiercely  unbiased  and  independent, 
ClearFuture  recommendations  are  tailored  to 
the  individual,  not  to  a  line  of  products. 

The  future  of  advicefM 

When  it  comes  to  helping  investors 
make  smart  decisions,  Morningstar  is 
not  just  another 
brand.  We  are 
the  brand.  With 
ClearFuture, 
your  employees 
will  feel  secure 
and  confident 
about  their  401(k). 
The  best  way 
to  learn  about 
ClearFuture 
is  to  try  it  for 
you  rself.  Visit 


Here's  Our  Recommended  Fund  Allocation 
Click  the  funds  neme  to  ««e  its  Momtngeter  report 
2TK  PIUCO  ToUl  Return  (nsH 
16%  MAS  H.d  Cap  Growth  btsrj 
►  47'x  Gabolli  As 5 el  |^ 
14%  Vanguard  International  Growth 


'Sample 


http:/Aour.clearfuture.com  for  a  demonstration, 
or  call  1-877-525-3275  to  speak  with 
a  Morningstar  ClearFuture  representative. 

ClearFuture 


Edited  by  William  P.  Ban 


informer@forbes.com 


The  Hunt  for  Red  Ink 

►  Tom  Clancys  Colorado-based  Kyle  Foundation,  set  up  in  1992  to 
provide  online  health  care  support,  is  faltering  despite  maybe 
$7  million  in  pledges.  "The  foundation  has  nothing  to  show 
for  the  effort,"  the  famous  author  wrote  colleagues,  adding 
that  its  tax-exempt  status  was  threatened.  But  his  just-fired 
executive  director  is  suing,  calling  him  a  liar,  and  filing  inter- 
esting documents  in  court.  Also  facing  chagrin:  a  big-name 
board  that's  included  Viacom's  Sumner  Redstone,  Global  Cross- 
ing's Lodwrick  Cook,  CNN's  W.  Thomas  Johnson,  Paramount 
Pictures'  Sherry  Lansing  and  actor  Tom  Selleck.      — W.P.B. 

Why  Are  We  Not  Surprised? 

►  Remember  ex -stockbroker  Scott  Gilman?  He's  the  "Anony- 
mous" coauthor  with  the  checkered  past  of  the  autobiograph- 

In  Honor  of  Everett  Dirksen 


ical  License  to  Steal:  The  Secret  World  of  Wall  Street  Brokers  a 
the  Systematic  Plundering  of  the  American  Investor.  (Inform 
Nov.  1  and  Nov  29,  1999.)  Now  he's  being  sued  in  New  Jer: 
for  unspecified  money  by  journalist  coauthor  Timothy  Han; 
He  says  Gilman's  last-minute  demand  for  anonymity  cost 
book  big  TV  publicity  and  breached  a  contract.  Gilma 
lawyer  declines  comment.  — Tomas  Kell 

Waters  Over  the  Dam 

►  When  it  comes  to  hot  biotech  stocks,  do  any  investors 
any  meaningful  research?  On  Mar.  24  USA  Today  identif 
Minneapolis  electronics  maker  Waters  Instruments  as  a 
nomics  play.  On  big  volume,  shares  previously  stalled  arou 
$6.50  suddenly  spiked  to  $14.  Then  the  market  realized 
national  newspaper  really  meant  far-pricier  Milford,  Ma; 
based  drug  researcher  Waters  Corp.  Still,  Waters  Instrume 
closed  up  that  day  25%  at  $8.44  and  since  has  genen 
stayed  above  $7.  — Kiri  Blake 

Thrown  for  a  Small  Loss 

►  California  tax  authorities  say  star  quarterback  Vinnie' 
taverde  owes  them  income  tax  on  l/184th  of  the  $683,334 
got  in  deferred  compensation  in  1995.  Why?  He  played  in 
state  one  day  that  year  for  the  Cleveland  Browns.  But 
now-New  York  Jets  member  successfully  ducked  California 
on  his  $500,000  signing  bonus.  — Janet  Nov 

Revenge  of  the  Decorations 

►  Norfolk,  Va.  time-share  developer  Robert  Gow  tried  to  de 
a  whopping  $497,677  of  big-game  hunting  expenses.  Sta 
reason:  getting  trophy  wall  hangings  for  the  Powhatan  Planta 
resort,  which  he  then  partly  owned.  You  gotta  be  kidding, 
U.S.  Tax  Court  recently  held,  doubting  such  an  exotic  m 
"furthers  the  historical  colonial  theme  that  was  in  place 
marketing  strategy."  — } 


"A  billion  here,  a  billion  there— pretty  soon  it  adds  up  to  real  money,''  the  longtime  U.S.  Senate 
Republican  leader  said  famously.  From  a  recent  Congressional  Budget  Office  report,  here  are 


some  small  ways  the  federal  government  could  save  real  money  over  ten  years. 


-J.N. 


PROPOSAL 

RATIONALE 

SAVING 

(Smil) 

Charge  for  federal  worker  parking 

would  also  encourage  mass  transit 

$1,100 

Cut  number  of  political  appointees 

many  arc  inexperienced,  anyway 

872 

Market  rate  for  weather  data 

now  subsidizes  for-profit  forecasters 

20 

Pare  poor's  unearned-income  break 

$20-a-month  perk  makes  little  sense 

1,225 

Stop  buying  alternative-fuel  vehicles 

excessive  cost  not  warranted 

143 

Sell  surplus  U.S.  Energy  Department  land 

better  to  find  private-sector  use 

17 

Eliminato  fedoral  antidrug  advertising 

no  <.-\  idence  it  works 

1,833 

30      i 
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;  -TlV-DRIVE  RESPONSIBLY  OFF  ROAD  PlEASE  BUCKtt  52000  LAND  ROVER  NORTH  AMERICA  INC 


Some  people  buy  a  Land  Rover  just  to  be  seen  in  it. 


;n  o'clock.  Do  you  know  where  the  grip  of  permanent  four-wheel  drive.  As 


s?  In  thick  fog  and  bulleting  rain? 

.'oif  re  driving  the  Discovery,  you  will. 

th  all  of  its  lights  and  reflectors, 

thing  on  the  road  is  more  visible. 

jluding  you. 

course,  that's  not  the  only  reassuring 

n  the  Discovery  stands  out. 

u'll  appreciate  the  downpour-defiant 


well  as  four-wheel  electronic  traction  con- 
trol, a  system  that  monitors  each  wheel. 


LAND* 
TROVER 


DISCOVERY  SERIES  II 

STARTING  FROM  s34,775* 


maximizing  grip  and  handling. 

And  how  quickly  can  you  stop?  Well, 
let's  put  it  this  way:  how  fast  can  you  say 
"Four-wheel,  four-channel,  all-terrain  ABS" 

So  call  1-800-FINE  4WD  or  visit  us  at 
www.Best4x4.LandRover.com. 

And  drive  away  in  the  Discovery,  a 
vehicle  that  does  wonders  for  your  image. 

Or  disappear  into  the  night. 


•THE  STARTING  MSKP  Of  A  2000  DISCOVERY  SERIES  I  IS  $34775  .VASRP  OF  MODEL  SHOWN  IS  $36  725  AND  INCLUDES  LEATHEP  APPEARANCE  PACKAGE    BOTH  MSRPS  INCLUDE  $625  DESTINATION 
CHARGE  ANBtXCllXJE  TAXES.  TTTIE.  LICENSE  &  OPTIONS  OPTIONAL  FEATURES  CURRENTLY  SUBJECT  TO  AVAILABILITY  ACTUAL  PPCE  DEPENDS  ON  PETAILER  &  SUBJECT  TO  CHANGE  SEE  RETAILER  FOR  DETAILS 


0  L  L  0  W - THROUGH 


Edited  bv  Susan  Arlafl 
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MAY  31,  1999 

Risky  Business 

A  YEAR  AGO  WE  CALLED  VENTURE  CAPI- 
tal  firm  Draper  Fisher  Jurvetson  one  of 
the  biggest  gamblers  in  Silicon  Valley.  It 
jumped  on  iffy  ideas,  bet  on  incomplete 
management  teams  and  closed  deals  in 
what  seemed  like  record  time. 

All  of  that  now  looks  tame.  In  De- 
cember the  Redwood  City,  Calif.-based 
firm  formed  a  partnership  with 
Mevc.com  to  start  the  first  venture  fund 
that  would  be  open  to  anyone  with  as 
little  as  a  $50,000  salary  and  $50,000  net 
worth  who  wants  to  invest  $5,000  or 
more. !  )FJ  is  also  racing  to  expand  in  such 
far-flung  locales  as  Hong  Kong  and  Lon- 
don and  seeking  investors  for  a  new 
$1  billion  fund,  called  ePlanet  Ventures, 
to  back  European,  Asian  and  late-stage 
U.S.  deals. 

The  aggressiveness  looked  like  a  good 
idea  at  the  time — with  the  Nasdaq 
steaming  toward  5000.      — Luisa  Kroll 

MARCH  23.  1998 

Radio  Shack  Revival 

TWOYl  ARS  \GO  WE  SAID  TURNAROUND 
artist  Leonard  Roberts  was  the  power 
thai  would  keep  Tandy  Corp.'s  7,100 
Radio  Shack  stores  juiced  Roberts  hit  a 
rough  snot  at  the  end  of  last  year  when 


a  shortage  of  digital  phones  hurt  Christ- 
mas sales.  Nonetheless,  Tandy's  stock,  at 
a  recent  $53,  is  double  where  it  was  two 
years  ago.  Last  year's  net  profit  margin 
was  a  healthy  7%,  up  from  3.4%  when 
our  piece  ran.  Tandy,  likely  to  be  re- 
named Radio  Shack  Corp.,  has  a  deal  to 
sell  Microsoft  software  and  Internet  ser- 
vice from  its  stores.  — Lynn  Cook 

SEPTEMBER  20.  1999 

Dead  Vulture 

OUR  STORY  LAST  FALL  ABOUT  CHARITA- 
ble  tax  break  schemes  warned  that  the 
Internal  Revenue  Service  might  crack 
down  on  a  ploy  known  as  the  "vulture 
trust."  It  works  like  this:  An  agent  for  a 
wealthy  donor  hires  an  ailing  young 
stranger  and  then  creates  a  trust  that 
makes  payments  to  charity  for  the  life 
of  the  young  person.  When  the  stranger 
dies,  the  donor's  heirs  get  the  money  in 
the  trust.  Complex  IRS  rules  yield  big 
benefits  for  the  donor.  Sure  enough,  in 
April  the  Treasury  proposed  regula- 
tions barring  the  scheme.  In  October 
the  Treasury  moved  against  another 
nervy  charity  tax-avoidance  technique 
highlighted  in  our  story — the  so-called 
chutzpah  trust. 

Look  for  the  Treasury  to  move  on 
move  charitable  abuses. 

— Janet  Novack 


80  YEARS  AGO  IN  FORBES/ 
August  7,  1920 

Enlightened  Reader  11 

a  long  talk  with  Thomas  Edison  the  other  day,  at 
of  all  the  interesting  £5£MH* 

things  he  told  me 
none  was  more  illumi- 
nating than  that  he 
regularly  reads  52 
trade  journals,  the 
leading  business 
newspaper  in  the 
country,  and  books  of  all  kinds  dealing  in  any  w; 
with  the  thousand  and  one  things  associated  wi 
his  multifarious  activities.  —B.C.  Forbi 

35  YEARS  AGO  IN  FORBES/ 
OCTOBER  15, 1965 

TOner  LOW  Until  recently,  Xerox  wi 
competing  mostly  against  outmoded  wet  copier 
Now,  however,  the  bulk  of  its  competition  is  ele 
trostatic  dry  copiers,  and  a  rapidly  growing  nun 
ber  of  models  to  boot.  The  market  looks  great  noi 
but  there  is  the  ever-present  threat  that  someor 
with  a  revolutionary  new  process  may  sudden 
shoot  out  of  the  blue  as  Xerox  itself  did  five  yeai 
ago.  "We  don't  want  to  be  in  the  position  where 
single  wound  could  be  mortal,  or  even  slow  i 
down,"  says  Xerox  President  Joseph  Wilson,  h 
has  launched  Xerox  firmly  and  irrevocably  on 
daring  program  of  diversification. 
Battered  by  competition  from  computer  printe 
and  struggling  with  reorganization  efforts,  Xert 
announced  in  late  March  that  it  would  trim  i 
work  force  by  5%. 

25  YEARS  AGO  IN  FORBES/ 
SEPTEMBER  15,  1975 

i  GpSI  IS  IT  Donald  Kendall,  chairman 
of  PepsiCo,  Inc.,  is  obsessed  with  growth.  It  is,  h 
says,  "the  ultimate  goal  of  what  one  wants  to  do. 
Last  year,  a  difficult  time,  it  tacked  on  precisely 
10%  to  its  previous  year's  showing,  which  was  it- 
self precisely  10%  higher  than  the  year  before.  A 
triumph  for  Kendall's  conglomeration,  which  has 
taken  the  soft-drink  company  into  potato  chips 
and  sporting  goods,  moving  vans  and  leasing? 
Not  really.  It's  chiefly  a  result  of  the  continuing 
vigor  of  the  soft-drink  business  combined  with 
some  flexible  bookkeeping. 
PepsiCo's  soft-drink  business  has  taken  a  bad 
seat  to  its  Frito-Lay  snack-food  division,  whic 
now  generates  70%  of  the  company's  profits. 
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Ill  The  Business  Internet  | 


It's  like  finding  a  needle  in 
a  stack  full  of  needles. 


All  of  your  business  data  is  valuable,  but  all  of  your  business  data  looks  the 
same.  How  do  you  find  the  information  you  really  need?  Well,  if  you've  got 
Microsoft"  MapPoint"  business  mapping  software,  you  dive  right  in.  Using 
current  geographic  and  demographic  data,  you  can  literally  see  in  graphic 
form  what  wasn't  so  clear  before,  and  pull  out  that  nugget  you  might  have 
missed  that  will  make  your  business  decision  the  right  decision. 

And  MapPoint  is  more  than  just  a  simple  data-mapping  tool.  You  can 
locate  your  customers,  display  sales  data  or  identify  emerging  trends 
and  opportunities  in  your  business.  And  whether  your  data  comes  from 
a  pile  of  paper  or  a  Web  site.  MapPoint  can  take  it  and  make  it  work  for 
you.  There's  never  been  a  tool  quite  like  it.  So  get  in  there  and  get  to  work. 
It's  amazing  how  different  one  needle  can  look  from  another.  Come  visit 
www.microsoft.com/mappoint  and  let's  get  started. 


.'J^nfei 


Visit  our  Web  site,  contact  your  financial  intermediary,  or  call  for  more  complete  information,  including  a  prospectus  which  details  f 
expenses  that  apply  to  a  continued  investment  in  the  fund.  Investors  should  read  the  prospectus  carefully  before  investing.  Investmer 
and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Perfc 
is  quoted  for  Class  A  shares  and  includes  the  maximum  5.5%  sales  charge.  Other  classes  of  shares  are  available  whose  performance 
due  to  different  charges  and  expenses.  Foreign  investing  includes  special  risks  including  currency  risk,  increased  volatility  of  foreign  s 


■M^^^B^Maa 


What  will  you   do  when  you 
reach  your  first  million? 


A  million-dollar  goal  can  be  pursued  with  the  help  of  a  long-term, 

disciplined  Federated  investment  program.  However,  no  investment  program  or  strategy  can 

guarantee  your  investment  success.  Ask  your  financial  intermediary 

about  the  strong  performance  history  of  these  Federated  growth  funds. 


(as  of  1 2/31  /99)                   1  -Year  Total  Return          ,  3"Ye,a:  Avfra9e            ■*  of  ,Fu.n,d  ,A^ra9e 

Annual  Total  Return         Annual  Total  Return 

Federated  International 
Small  Company  Fund 

113.720/0 

46.920/0 

42.920/0t 

Federated  Aggressive 
Growth  Fund 

99.970/0 

41 .1 20/0 

39.100/0tt 

Federated  Large  Cap 
Growth  Fund 

53.1 2% 

N/A 

54.960/om 

Federated  Communications 
Technology  Fund 

75.050/0 

(3  months)* 

N/A 

76  70°/otttt 

Since  inception  '2/28/96,  "1 1/25/96,  *"  12/29/98,  "-'9/21/99 

'Returns  of  less  than  one  year  are  cumulative. 

Past  performance  is  no  guarantee  of  future  results. 

Federated 

World-Class  Investment  Manager 

® 

www.federatedinvestors.com  (800)  341  -7400 


ferences  in  auditing  and  other  financial  standards.  International  small  company  stocks  may  be  more  volatile  than  international  large 
ny  stocks.  Aggressive  growth  funds  are  more  aggressive  equity  funds,  which  can  invest  in  small  company  stocks  that  may  be  more 
than  average.  Funds  whose  investments  are  concentrated  in  a  specific  sector,  such  as  technology  stocks,  may  be  subject  to  a  higher 
1  of  risk.  In  addition,  technology  sector  funds  may  be  subject  to  specific  risks  like  obsolescence.  The  market  experienced  exceptional 
i  m  1999.  In  the  absence  of  temporary  expense  waivers,  total  returns  would  have  been  lower.  Federated  Securities  Corp.,  Distributor. 
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Nuptials 


What  does  it  take  to  start  a  business 
with  another  person?  Chemistry. 


BETSEY  JOHNSON  fc  CHANTAL  BACON 

BETSEY  JOHNSON  CO.  (DESIGNER  CLOTHING) 

My  partner,  Chantal  Bacon,  and  I  have  always  moved  in  the 
same  social  circles.  In  New  York  in  the  1970s  we  gravitated  to 
the  downtown  rock  'n'  roll  clubs  and  stayed  away  from  the 
garment  district,  even  though  we  were  in  the  clothing  busi- 
ness. She  used  to  laugh  and  dance  together  with  my  first  hus- 
band [The  Velvet  Underground's  John  Cale]  before  I  married 
him.  We  are  so  alike  that  we  even  liked  the  same  men,  so  no 
wonder  that  the  two  of  us  became  best  friends.  When  I  wanted 
to  start  my  own  company,  Chantal  was  the  only  person  I  could 
imagine  working  with.  The  partnership  with  Chantal  has  been 
more  crucial  for  me  to  hold  on  to  than  my  marriage  was. 

VARSHA  RAO  &  MARIAM  NAFICY 

EVE.COM  (INTERNET  COSMETICS  RETAILER) 

Mariam  and  I  were  both  investment  bankers  and  room- 
mates in  New  York,  and  then  Mariam  moved  to  San  Fran- 
cisco and  I  went  to  Harvard  Business  School.  Since  we  both 
had  an  interest  in  writing,  we  started  e-mailing  our  short 
fiction  stories  to  each  other  and  critiquing  them.  We  wrote 
about  living  in  New  York  and  going  on  blind  dates.  We  re- 
spected each  other's  feedback.  That  was  the  first  time  we 
worked  together,  and  that  was  part  of  the  reason  we  went 
into  business  together. 

IQM  J.  FIRST  &  TOM  W.  SC0T1 

NANTUCKBl  NE<  rARS  (JUICE  COMPANY) 

When  1  graduated  from  college  I  had  an  emotional  breakup 
with  my  girlfriend.  1  was  originally  going  to  live  with  her  in 
Spain,  but  instead  I  joined  my  college  buddy,  Tommy,  who 
was  running  a  boat  business  in  Nantucket.  We  spent  the  sum- 
mer fixing  boats  and  serving  breakfast  on  the  water.  We  were 
working  15  hours  a  day  and  absolutely  loved  it,  and  started  to 


College  Buddies 


SCOTT  COOK  &  THOMAS  PROULX 

INTUIT  (PERSONAL  FINANCE  SOFTWARE) 

It  was  God-given  luck  that  I  met  Thomas  Proulx. 
Basically,  I  tripped  over  him.  I  wanted  to  create  tech- 
nology to  solve  problems  with  paying  bills,  but  I  wasn't 
a  computer  programmer.  So  I  went  to  the  Stanford 
campus  with  a  poster  saying:  "Wanted:  engineering 
student  to  help  build  great  new  product,"  and  asked  a 
group  of  students  where  I  could  hang  these  posters. 
One  of  them  said:  "Why  not  give  me  one  of  those?  I 
might  be  interested."  That  was  Tom. 


Many  businesses  are  started  by  friends  from  school.  Here  is  a  sample: 
Students/school  Company  founded 


Jerry  Yang,  David  File-Stanford 


Yahoo (1994) 


Scott  McNealy,  Vinod  Khosla  Stanford 


William  Donaldson,  Dan  Lufkin.  Richard  Jenretti  Harvard 
Tom  Leighton,  Danny  Lcwin,  Jonathan  Seelig  MIT 
Robert  Taylor,  Joseph  Bcatty /University  of  Chicago 


Sun  Microsystems  (1982) 
DLJ  (1959) 

Akamai  Technologies  (1998) 
Focal  Communications  (1996) 


think  about  ways  to  be  working  together  year-round. 

During  my  senior  year  I  actually  went  to  Spain  with  th 
girlfriend,  and  I  tasted  a  peach  nectar  over  there  and  loved  i 
I  re-created  it  here,  and  we  started  serving  it  on  the  boat,  an 
called  it  Nantucket  Nectars.  Juice  sort  of  became  the  way  t 
continue  hanging  out  with  Tommy. 


TODD  WAGNER  &  MARK  CUBAN 

BROADCAST.COM  (NET  BROADCASTING;  NOW  PART  OF  YAHOO) 

Mark  and  I  knew  each  other  at  Indiana  University,  but 
weren't  close  friends.  Mark  is  passionate  and  intense.  I  ten 
to  take  a  more  evenhanded,  analytical  approach.  Aftt 
school  Mark  headed,  as  he  puts  it,  to  Dall; 
looking  for  "fun,  sun,  money  and  women, 
learned  programming  and  started  and  sol 
MicroSolutions.  I  spent  a  number  of  years  work 
ing  as  a  corporate  lawyer.  But  we  both  wanted  t 
listen  to  Indiana  basketball  games  wherever  wj 
were.  That  mutual  interest  led  to  our  idea  c 
starting  a  company  that  would  broadcast  ove 
the  Internet.  — By  FORBES  reportet 
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n  IT  Managers  Be  Heroes? 


[t  isn't  easy... 


To  accomplish  your  mission,  you  probably  rely  on  outside  help  from  consultants,  integrators 
and  staffing  providers.  But  searching  for,  evaluating  and  communicating  with  these  companies 
can  be  difficult,  even  frustrating.  That's  where  we  can  help. 

Created  by  industry  pros,  ITradar  is  a  neutral  Internet  marketplace.  It  gives  you  easy 
access  to  a  variety  of  local,  regional  and  global  firms  that  provide  IT  services. 

Use  ITradar  to  quickly  identify,  evaluate  and  select  a  firm  with  the 
track  record,  capabilities  and  resources  to  get  the  job  done  right. 

ITradar  is  also  a  great  way  to  communicate  project  and  staffing 
needs  with  your  current  providers.  Our  process  is  efficient, 
protects  your  privacy,  and  fits  around  your  hectic  schedule. 


ITrad 


lar/com 

The  eMarket  for  IT  ServicesSH 


Sign-up  for  FREE  with  ITradar.com  and  qualify  to  WIN  a  trip  for  two 
to  dine  aboard  the  world  famous  FORBES  yacht. 


2000  ITradar 


Be  a  hero.  Use  your  secret  weapon. 

www.ITradar.com/ForbesHero 
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ANNOUNCING   THE    NEXT   BIG    STEP   IN    B2B 


^ventro 


Chemdex  introduces  Ventro  Corporation,  the  B2B  industry's  leading 
builder  and  operator  of  vertical  marketplace  companies.  Ventro's  mission  is  to 
leverage  our  technology  and  operational  expertise  to  build  the  blue  chip  B2B 
companies  of  the  21st  century. 

Chemdex,  where  we  launched  our  complete  e-commerce  solutions,  is  now  a 
Ventro  life  sciences  company.  Along  with  Promedix,  a  Ventro  specialty  medical 
company;  Industna  Solutions,  a  Ventro  fluid  processing  company;  and 
Broadlane,  a  Ventro  healthcare  supply  company.  With  more  to  come. 

By  putting  the  Ventro  name  on  our  corporate  face,  we  are  taking  the  next  big 
step  in  transforming  the  B2B  economy. 


www.ventro.com 


FACT  AND   C OilM  E N T 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 
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BULLISH  NEWS  FOR  RUSSIAN  BEAR 


USSIA  MAY  AT  LAST  ENGAGE  IN  SERIOUS  TAX  REFORM.  NOW- 
ected  President  Putin  created  a  Moscow-based  think  tank 
•veral  months  ago  to  come  up  with  far-reaching  proposals 
)  cure  Russia's  crime-ridden,  sputtering  economy. 

Putin's  Center  for  Strategic  Research  is  focusing  on  junk- 
lg  the  Kremlin's  nightmarish  tax  code,  as  well  as  on  coming 
p  with  new  rules  to  protect  investors.  It  apparently  will  pro- 
ose  abolishing  the  hated  tax  on  business  revenues;  instead, 


only  profits  will  be  subject  to  levies.  Income  tax  rates  will  be 
slashed.  Tax  bureaucracies  will  be  streamlined — no  small  feat 
in  a  country  that  suffers  the  equivalent  of  five  different  IRS- 
like  agencies.  Russia  today  has  more  taxes  on  its  books  than  it 
does  national  income. 

If  Putin  is  serious  here,  he  will  also  keep  at  bay  the  Inter- 
national Monetary  Fund,  with  its  penchant  for  debilitating 
devaluation  and  grinding  austerity. 


PUMMELING  OUR  PROSPERITY 


WO  VILLAINS  ARE  PRIMARILY  RESPONSIBLE  FOR  THE  STOCK 
larket's  stomach-turning  turbulence:  the  Microsoft  anti- 
-ust  suit  and  Alan  Greenspan.  An  unindicted  accomplice: 
V'ashington's  inability  to  pass  a  needed  incentive-oriented 
ix  cut,  particularly  regarding  capital  gains. 

Predatory  trial  lawyers  are  becoming  the  commercial  equiva- 
:nt  of  marauding  Huns.  As  Russia  is  learning  each  day,  the  rule  of 
iw,  particularly  as  it  applies  to  individual  equality  before  the  law 
nd  to  property  rights,  is  essential  for  a  dynamic,  entrepreneurial 
conomy.  But  impartial,  straightforward 
istice  is  fading  for  corporate  America, 
ake  the  Microsoft  case.  The  federal  gov- 
rnment  and  Gates  &  Co.  were  appar- 
ntly  close  to  a  settlement.  But  money- 
ungry,  publicity-thirsty  states  attorneys 
eneral  blocked  it.  These  officials,  increas- 
igly  allied  with  plaintiff  lawyers,  wanted 
cash-rich,  tobacco-like  agreement  with 
/ticrosoft.  Mighty  as  Microsoft  may  be,  it 
an  be  done  to  death  by  the  proverbial 
,000  cuts  from  plaintiff-bar  lawsuits. 

Trial  lawyers  have  already  upended 
onstitutional  lawmaking  with  their  successful  assaults  on  ever- 
nore-unpopular  tobacco  companies  and  gun  manufacturers, 
wo  years  ago  Congress  refused  to  pass  massive  tobacco  taxes, 
/hich  would  fall  disproportionately  on  low-income  Ameri- 
ans.  (The  issue  here  was  not  health;  higher  taxes,  i.e.  a  higher 
■rice  per  pack,  do  not  stop  people  from  smoking.)  So,  in  ca- 
oots  with  various  states,  looting  litigators  have  extracted  their 
wn  de  facto  tobacco  tax.  Call  it  taxation  through  litigation. 

If  you  can't  demonize  an  industry,  smear  it  with  junk  science, 
"hat  is  what  malicious  marauders  did  to  the  makers  of  silicone 
reast  implants.  Despite  all  the  furor,  those  products,  it  turns  out, 
/ere  not  medically  harmful.  Nonetheless,  companies  were  ruined, 
nd  a  settlement  involving  billions  of  dollars  may  be  effected. 


Trial  lawyers  want  to  loot  businesses  the  way 
the  Huns  plundered  Europe. 


Unless  reined  in,  such  legal  lawlessness  will  ultimately  kill 
the  development  of  high-tech  innovation  and  inventiveness. 
This  has  not  been  the  first  instance  of  government  heavy-hand- 
edness — to  wit,  government's  determination  to  punish  inno- 
cent and  guilty  alike  in  the  savings  and  loan  debacle,  the  multi- 
billion -dollar  robbery  of  Texaco  and  the  astronomically  large 
damage  awards  meted  out  against  some  companies,  such  as 
McDonald's,  when  a  customer  successfully  sued  the  fast-fooder 
for  selling  hot  coffee  that  she  spilled  on  her  lap.  This  type  of  ex- 
tortion is  the  antithesis  of  entrepreneur- 
ship.  Perhaps  some  state  governors 
might  remind  their  attorneys  general 
that  these  kinds  of  activities  are  bad  for 
attracting  job-creating  businesses. 

Another  facet  of  the  rule  of  law  is 
patents.  The  battering  bio-tech  stocks 
took  after  Mr.  Clinton's  confusing 
statement  (made  in  conjunction  with 
Prime  Minister  Tony  Blair)  about  pri- 
vate ownership  of  human  genome/gene 
information  underscores  how  impor- 
tant patent  protection  is  to  innovation. 
That  other  villain,  the  Federal  Reserve,  continues  its  credit 
deflation.  Greenspan  mistakenly  believes  our  once-exuberant 
stock  market  meant  we  were  experiencing  our  version  of 
Japan's  1980s  bubble  economy.  But  we're  not  the  Japan  of 
1989.  Our  economy  is  not  managed  by  Washington  man- 
darins the  way  Tokyo's  still  is.  Our  capital  markets — at  least  up 
to  now — foster  innovation  from  nonestablished  entrepre- 
neurs, the  opposite  of  Japan's.  Open  financial  markets  com- 
bined with  Reagan's  tax  cuts  are  crucial  reasons  for  America's 
being  home  to  a  cornucopia  of  technological  breakthroughs. 
Reinvigorate  the  rule  of  law  through  tort  reform  and  get 
the  Federal  Reserve  on  a  rational  track  again,  and  the  econ- 
omy can  still  leap  from  strength  to  new  strength. 
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AND      COMMENT 


BACK  TO  BASICS 


HEARTENINGLY,  AMERICANS  ARE  VOCIFEROUSLY  PROTESTING 
the  Census  Bureau's  incredibly  intrusive  long-form  question- 
naire, which  goes  to  one-sixth  of  us,  and  Congress  is  finally 
taking  note  of  the  ruckus.  The  bureau  is  unnecessarily  invading 
our  privacy.  It  wants  to  know  how  much  you  make  in  salary  and 
dividends,  the  time  you  leave  for  work,  the  number  of  bed- 
rooms in  your  house  and  if  there  is  a  toilet,  how  much  you  pay 
in  electricity  bills  and  for  water  and  sewer  services,  whom  you 
work  for,  whether  you  have  trouble  walking  or  lifting  things 
and  on  and  on.  With  a  whiff  of  Nazi  Germany's  Nuremberg 
Laws,  the  bureau  wants  to  know  your  ethnic  ancestry  in  detail. 
The  Constitution  requires  that  every  ten  years  the  gov- 
ernment find  out  how  many  of  us  there  are  and  where  we 
live.  Period.  The  feds  maintain  they  need  all  this  personal  in- 


formation to  better  provide  us  with  services  and  monetary 
aid  from  Washington.  Nonsense.  The  Labor  Department,  fo 
instance,  does  extensive  employment  surveys  of  household 
each  month.  Such  scientific  samplings  should  be  sufficient  t( 
get  a  fix  on  economic  conditions  around  the  country.  Incorrn 
patterns?  Doesn't  the  IRS  have  that  data? 

A  lot  of  the  information  Census  people  collect  is  for  pri 
vate-sector  marketers.  The  bureau  is  engaging  in  corporati 
welfare.  Why  can't  companies  gather  their  own  marketing  data 
as  many  do  already?  Of  course,  you  don't  have  to  answer 
phone  call  from  a  marketing  concern,  but  you're  breaking  th 
law  if  you  don't  give  the  Census  Bureau  the  details  it  wants. 

Enough,  already.  Congress  should  immediately  declare  thi 
questionnaire  null  and  void.  Simple  postcards  would  suffice. 


SHOOTING  THE  MOON-AGAIN 


THE  NATIONAL  AERONAUTICS  AND  SPACE  ADMINISTRATION 
wants  to  sharply  expand  the  number  of  space  shuttle  flights 
this  year  as  construction  of  the  International  Space  Station  ac- 
celerates. The  agency  is  asking  Con- 
gress for  more  money.  Congress  should 
say  no  for  now;  in  fact,  it  should  man- 
date what  our  goals  in  space  ought  to 
be  and  what  resources  will  be  neces- 
sary to  achieve  them. 

The  space  shuttle  today  serves  no 
useful  scientific  purpose,  certainly  not 
considering  the  billions  of  dollars  it 
soaks  up.  The  space  station,  also  of  lit- 
tle scientific  utility,  should  be  scuttled. 

Our  dollars  should  be  redirected 


Moonwalks  should  ultimately  lead  to  Marswalks. 


elsewhere.  We  should  bring  back  manned  flights  to  th 
moon,  with  the  ultimate  goal  of  someday  going  to  Mars.  W 
should  get  on  with  the  exciting  task  of  learning  more  of  wha 
is  beyond  this  Earth.  We  should  also  d< 
it  for  reasons  of  national  security.  Anc 
who  knows,  the  government  couli 
stimulate  private  initiatives  by  offerin 
generous  bounties  for  successful,  non 
governmental  exploratory  missions. 

This  may  end  up  requiring  mor. 
federal  spending,  but  space  would  be 
far  better  use  of  our  resources  than  ar 
many  other  programs.  No  one  toda 
would  argue  that  the  Lewis  and  Oar 
Expedition  was  a  waste  of  money. 


MOVIE-ING  MYSTERY 


Family  Honor — by  Robert  B.  Parker  (G.P.  Putnam's  Sons, 
$22.95).  When  Academy  Award-winning  actress  Helen  Hunt 
asked  author  Robert  B.  Parker  to  write  a  mystery  with  her  in 
mind  on  which  a  movie  could  be  based,  Parker 
agreed.  Readers  of  this  whodunit  will  be  de- 
lighted he  did.  Protagonist  Sunny  Randall,  a 
Boston  cop  turned  private  investigator,  believ- 
ably  comes  to  life.  She  is  divorced,  can't  cook,  has 
a  feisty  dog,  loves  to  paint  and  doesn't  lack  for 
colorful  friends.  Randall  also  knows  how  to  han- 
dle herself,  clients,  friends  and  enemies  in  a  vio- 
lent world.  All  of  this  should  translate  well  onto 
the  silver  screen. 

In  this  case,  a  prominent  couple  hires  Randall  to 
track  down  their  runaway  teenage  daughter,  who 
has  turned  to  prostitution  to  survive.  Randall  rinds  die  girl,  but 
it  turns  out  the  adolescenl  has  witnessed  a  scene  that  has  her 
marked  tor  murder.  Randal]  uses  her  ex-husband,  who  hails 


from  a  mob-involved  family,  to  help  out  occasionally. 

May  the  movie  match  the  book. 
Excerpt:  Wlien  I  was  promoted  to  detective  second  grade  an 
was  working  plainclothes,  my  problems  began.  Th 
guys  wore  their  guns  on  their  belts  under  a  jacke 
or  they  hung  their  shirt  out  over  it.  1  didn't  own 
belt  that  would  support  the  weight  of  a  handgur 
Some  of  them  wore  a  small  piece  in  an  ankle  hoi 
ster.  But  I  am  5'  6"  and  1 15  pounds,  and  wearin 
anything  bigger  than  an  ankle  bracelet  makes  m 
walk  as  though  I  were  injured.  I  also  like  to  wea 
skirts  sometimes  and  skirt-with-ankle-holster  , 
just  not  a  good  look,  however  carefully  coordinatec 
A  shoulder  holster  is  uncomfortable,  and  looks  tet 
riblc  underclothes.  Carrying  the  thing  in  my  pun 
meant  that  it  would  take  me  fifteen  minutes  to  find  it.  My  sii 
ter  Elizabeth  suggested  that  I  had  plenty  of  room  to  carry  th 
gun  in  my  bra.  1  have  never  much  liked  Elizabeth. 
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Around  the  world,  the  future  of  Visual 
technology  looks  bright  with  ViewSonic 


Welcome  to  the  Visual  Revolution™ 

We  have  entered  the  new  intormation 
economy.  Where  demand  for  niched 
content,  e-commerce,  business 
information  and  entertainment  will 
be  supplied  through  a  variety  of 
visual  and  communication  products 
and  services  from  ViewSonic. 

ViewSonic  is  leading  the  visual 
technology  revolution  with  OptiSync™ 
digital  displays  and  networked 
internet  appliances  designed  for  B2B 
and  B2C  commerce.  Web  telephones 
delivering  the  ultimate  communications 
experience  both  in  voice  and  across 
the  world  wide  web. 

ViewSonic,  the  #1  best  selling 
monitor  and  display  company  in  the 
USA*  is  working  hard  to  lead  the 
visual  technology  revolution  in  the 
information  economy.  Welcome  to 
the  Visual  Revolution.' 

For  more  information  visit: 
www.ViewSonic.com 


The  Visual  Technology  Company1 


ViewSonic 
ontoi 


(800)  888-8583  •  Specifications  subject  to  change  without  notice.  •  Copyright©  2000,  ViewSonic  Corporation,  •  Corporate  names  and  trademarks  stated  herein  are  the  property  of  their  respective  companies 
« ■ViewSonic  ranks  as  United  States'  #1  best  selling  flat  panel  display  and  the  leading  non-captive  monitor  brand  by  Stanlord  Resources,  Inc.  (Flat  Panel  Monitrak.  Q3  '99  and  Monitrak  03  '99)  •  All  rights  reserved 


Introducing  the  all-new  Infiniti  130. 
It's  not  just  a   new  car. 

It's  all  the  best  thinking. 


Starting  at   $29,465. 


,on  of  N.ssan  North  Amenta.  Inc.  Bose"  is  a  registered  trademark  of  the  Bose  Corporation.  MSRP  for  2000 


130  touring  model  shown  is  S31.S40  and  2000 130  luxuri 


n 


If  you  were  designing  a  new  luxury 
car,  how  would  you  make  it  stand 
apart  from  the  crowd?  Would  you 
give  it  the  most  powerful  V6  in  its 
class?  Would  you  create  the  most 
spacious  cabin?  Maybe  you'd  offer 
luxury  touches  you  couldn't  find 
anywhere  else.  Surely  any  one  of 
these  achievements  would  set  you 
apart  from  today's  crowd  of  luxury 


automobiles.  Imagine  how  special 
you'd  be  if  you  claimed  all  of  them. 
Introducing  the  all-new  Infiniti    130. 
With  the  largest  interior  in  its 
class,  a  22  7-hp  engine  that's  the 
most  powerful  V6  in  its  class  and 
luxury  touches  like  a  custom-tuned 
Bose    audio  system  and  power  rear 
sunshade  that  would  be  a  surprise 
in  any  class.  The  all-new  130.  It's 
all  the  best  thinking. 


130 


INFINITI 


Own  one  and  you'll  understand 


J.465.  excluding  S525  destination  charge,  taxes,  title,  license  and  options.  Retailer  sets  actual  price. 


OTHER  COMMENTS 


How  can  you  trust  a  man  who  wears  both  a  belt  and  suspenders? 
The  man  can't  even  trust  his  own  pants! 

—HENRY  FONDA,  as  "Frank,"  in  Cera  una  volta  il  West  (1969  film) 


Wrong  Battle  Instead  of  attacking  progrowth  Microsoft, 
which  is  expanding  sales  and  reducing  prices,  why  isn't  the  U.S. 
criticizing  antigrowth  OPEC,  which  is  curtailing  production 
and  increasing  prices?  A  recent  Zogby  poll  finds  that  only  one 
in  six  voters  say  they  believe  that  Microsoft's  business  practices 
have  harmed  consumers;  66.5%  believe  that  pursuing  the  Mi- 
crosoft suit  was  a  bad  use  of  tax  dollars.  Perhaps  Mr.  Zogby  will 
soon  test  OPEC's  popularity  among  motorists  and  taxpayers. 
—LARRY  KUDLOW,  chief  economist,  Schroder  &  Co. 

1  WO  v>ninaS  The  Clinton  administration  has  tried  to 
buy  peace  in  the  Taiwan  Strait  by  kowtowing  to  the  Chinese 
Communists  and  suggesting  that  Hong  Kong  and  Macau 
could  serve  as  models  for  Taiwan's  reunification.  Beijing's  re- 
sponse has  been  to  engage  in  a  massive  military  buildup 
aimed  at  Taiwan  and  to  issue  new  threats  against  the  island. 
Yet  the  administration  [promises]  to  reward  China's  belliger- 
ent behavior  by  seeking  permanent  most  favored  nation  sta- 
tus for  China  while  doing  nothing  to  recognize  Taiwan's 
achievements  or  help  Taiwan  deter  Chinese  aggression. 

Just  as  East  and  West  Germany  were  part  of  "one  Ger- 
many," they  were  separate  states.  The  same  holds  true  for  the 
two  Chinese  states — the  People's  Republic  of  China  in  Beijing 
and  the  Republic  of  China  on  Taiwan.  Just  as  the  two  German 
states  eventually  reunited  under  democracy,  so,  too,  do  we  hope 
that  the  two  Chinese  states  may  one  day  reunite  under  democ- 
racy. The  U.S.  must  recognize  the  reality  of  two  Chinese  states 
by  championing  Taiwan's  gradual  entry,  alongside  Commu- 


"The  Goose  Jliat  lays  the  Golden  Eggs  is  proud  to  announce  she's  now 
laying  two  additional  lines  of  eggs:  Silver  mid  Platinum." 


nist  China,  into  the  World  Trade  Organization,  the  World 
Health  Organization  and  eventually  the  United  Nations. 

Chen  Shui-bian's  election  should  serve  as  a  wake-up  call: 
"Democratic  China"  has  arrived  and  demands  recognition. 
—SENATOR  JESSE  HELMS  (R-N.C),  chairman 
Committee  on  Foreign  Relations,  Washington  Pos\ 

Unconventional  Wisdom  You  should  nevei 

sleep  with  someone  who  can't  grow  a  beard,"  I  said. 

"Why  not?" 

"Just  sort  of  an  anti-PC  joke,"  I  said. 

"What's  PC? 

"Politically  correct,"  I  said. 

"What's  that  mean?" 

"I  guess  you  could  say  it's  a  set  of  humorless  rules  about  speed" 

and  behavior  articulated  publicly  and  privately  meaningless." 

—Family  Honor,  by  ROBERT  B.  PARKEF 

Showing  Bad  Form  "17.  Because  of  a  physical,  men- 
tal, or  emotional  condition  lasting  6  months  or  more,  does  thi; 
person  have  any  difficulty  in  doing  any  of  the  following  activities: 

a.  Learning,  remembering,  or  concentrating? 

b.  Dressing,  bathing,  or  getting  around  inside  the  home? 

c.  (Answer  if  this  person  is  16  YEARS  OLD  OR  OVER 
Going  outside  the  home  alone  to  shop  or  visit  a  doctor's  office 

d.  (Answer  if  this  person  is  16  YEARS  OLD  OR  OVER 

Working  at  a  job  or  business?" 

**■* 

"24  a.What  time  did  this  person  usually  leave  home  to  g( 
to  work  LAST  WEEK? 

b.  How  many  minutes  did  it  usually  take  this  person  t(| 
get  from  home  to  work  LAST  WEEK?" 


"53.  Answer  ONLY  if  this  is  a  MOBILE  HOME— 

a.  Do  you  have  an  installment  or  contract  on  THIS  mo 
bile  home? 

b.  What  was  the  total  cost  for  installment  loan  payments,  per 
sonal  property  taxes,  site  rent,  registration  fees,  and  license  fees  oi 
THIS  mobile  home  and  its  site  last  year?  Exclude  real  estate  taxes. 

— Questions  on  U.S.  Census  2000  "long"  questionnaire 

What  a  Waste  A  man  sued  the  City  of  San  Diego  an< 
a  beer  vendor  because  women  used  the  men's  restroom  at 
local  concert.  He  claimed  it  was  so  traumatic  for  him  that  h 
was  unable  to  use  the  facilities. 

—CITIZENS  AGAINST  LAWSUIT  ABUSE,  Torrance,  Calil 
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ECHNICALLY  SPEAKING.  YOUR 
ARTENDER  DOES  NOT  QUALIFY 
S  AN  EXPERT  SECOND  OPINION 


THOUSANDS  OF  INDUSTRY 
NALYSTS  DO. 


ess  expert  opinions: 

|?n  an  account  today 
II  begin  cross-checking  your 
estment  decisions  against 
fading  industry  sources. 


Only  DLJdirect  supports  your  investment 

decisions  with  the  market's  best  insight  and 

analysis,  straight  from  the  source.  Tap  in  to 

the  opinions  of  these  industry  experts: 

DLJ  Company  Research 

Standard  &  Poor's®  Stock  Reports 

Thomson  Insider  Info 

Briefing.com®  TheStreet.com 

Zacks  Reports 

Standard  &  Poor's®  MarketScope®@Home 

Lipper  Mutual  Fund  Profiles. 


Donaldson.  Lufkin  &  Jenrette* 


vw.DLJdirect.com     aol  keyword:  dljdirect     1.877.DLJ.1960      $20  Trades 

tired  Inc.  OUdirecl  Inc..  a  Donaldson,  Lufkin  &  Jenrette  Company,  is  a  member  of  NASD  and  SIPC.  DLJoVec!  and  Donaldson,  Lufkin  &  Jenrette  are  trademarks  of  DLJ  Long  Term 
Putting  our  reputation  online"  is  a  trademark  of  DLJoVecf  Holdings.  Inc  The  trademarks  of  third  parties  displayed  herein  are  the  property  of  their  respective  record  holders. 
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Doing  business  on  the  Web  today  doesn't  delivering  Web  solutions  tailored  to  your 

have  to  be  a  major  battle.  With  Interland  needs.   Easily  and  affordably.   Interland  is 

you  sit  back  and  let  your  own  personal  your   business's   one-stop   Web   solutions 

Account  Manager  take  you  through  the  provider,  ottering  you  everything  from  site 

whole   process,   every  step  of  the  way,  design  and  hosting  to  secure  e-commerce 
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and  software  application  services.  So  if  you 
A/ant  your  business  to  come  out  victorious  in 
rhe  big  www,  join  forces  with  Interland  and 
snjoy  a  little  peace  of  mind. 


Interland 

We  make  the  Web  work  for  your 

www.interland.com  •  sales@interland.com 

1.800.303.2628 
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ConnectFirst  Asia8"  is  a  free  upgrade  to  our  spacious 
First  Class  when  vou  purchase  a  full  World  Business 
(!lassVM  fare  and  make  a  qualifying  connection  to  Asia. 
Now,  what  space-loving  husinessperson  could  object 
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COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


TILTING  TOWARD  BEIJING- AND  MRS.  CLINTON 


N  MARCH  PRESIDENT  CLINTON  CONTINUED  THE  DANGEROUS 
ind  unnecessary  tilt  toward  mainland  China  that  he  began  in 
fune  1998.  The  tilt  became  as  pronounced  as  that  of  the  Lean- 
ng  Tower  of  Pisa  after  Taiwan's  voters  refused  to  cave  in  to 
hina's  threats  and  elected  Chen  Shui-bian  to  the  presidency. 
Vlr.  Chen  had  previously  supported  independence.  At  a  Mar. 
19  press  conference  Mr.  Clinton  gratuitously  "explained" 
hina's  statement  that  U.S.-China  relations  were  at  a  "critical 
uncture."  Clinton  said  the  Chinese  were  referring  to  the  U.S.- 
DRC  trade  matters  now  before  Congress.  This  is  simply  the 
^resident's  usual  refusal  to  acknowledge  facts  he  finds  un- 
jleasant  and  his  apparent  congenital 
nability  to  tell  the  truth.  Clinton 
cnows  that  China's  threats  to  use 
brce  against  Taiwan  are  the  real 
»urce  of  current  U.S.-China  tensions. 

Taiwan's  presidential  election  estab- 
ished  incontrovertibly  that  Taiwan  is  a 
>racticing,  working  democracy  in  the 
)est  sense.  There  was  a  vigorous  cam- 
)aign,  covered  by  a  free  press,  and  some 
13%  of  the  eligible  electorate  voted  (a 
ar  better  record  than  we  have).  The 
tiling  Nationalist  Party,  after  governing 
Taiwan  for  the  past  half-century,  was 
urned  out  of  office  by  a  vote  of  the  people.  Mr.  Chen,  leader  of 
he  Democratic  Progressive  Party,  was  elected  president  despite 
he  mainland's  open  threat  of  war  should  he  be.  China's  actions 
ire  reminiscent  of  its  earlier  attempt  to  influence  an  election  by 
ear;  in  March  1996,  the  month  of  Taiwan's  presidential  election, 
3hina  fired  four  missiles  into  the  waters  just  off  the  coast  of 
Taiwan.  At  that  election,  an  even  larger  majority  of  voters  defied 
Zhina,  electing  President  Lee  Teng-hui  to  his  second  term. 
Indeed,  some  wags  in  George  W.  Bush's  camp  are  hoping  the 
JRC  will  threaten  American  voters  if  they  should  elect  Bush 
Resident  in  November — "A  sure  winner  for  us,"  they  claim.) 

Clinton's  reaction  to  the  clear  demonstration  of  the 
trength  and  vigor  of  Taiwan's  democracy  was  predictable, 
nit  highly  disappointing.  Instead  of  dispatching  senior  Ad- 
ninistrative  emissaries  to  congratulate  Taiwan  and  President- 
elect Chen,  Clinton  rushed  pliant  National  Security  Adviser 
iamuel  Berger  off  to  Beijing  to  reassure  the  mainland  that 
4r.  Clinton's  "top  priority"  is  to  secure  congressional  ap- 
•roval  of  permanent  normal  trade  relations  for  China  and  to 
liscard  the  annual  congressional  review  now  required.  While 
n  Beijing,  Mr.  Berger  also  reassured  the  Chinese  that  Mr. 


Taiwan's  President  Chen  Shui-bian— China's 
threats  notwithstanding. 


Clinton  will  veto  the  Taiwan  Security  Enhancement  Act — if 
the  Senate  joins  the  House,  which  passed  it  overwhelmingly. 
I  do  not  recall  any  precedent  in  U.S.  history  when  a  Presi- 
dent has  assured  a  foreign  power  that  if  Congress  were  to  pass  a 
bill  to  which  the  foreign  power  objected,  he  would  veto  it.  But 
worse  than  this — Mr.  Clinton  sent  a  midlevel  person  to  Taipei  to 
advocate  that  Taiwan  accept  Beijing's  "one  China"  policy.  Ac- 
cording to  a  memo  by  Gary  Schmitt,  Executive  Director  of  the 
Project  for  the  New  American  Century,  Mr.  Berger  also  assured 
the  PRC  that  President  Clinton  opposes  arms  sales  to  Taiwan, 
arms  that  would  enable  Taiwan  to  defend  itself  against  the 
vast  array  of  missiles  China  is  installing 
on  its  east  coast,  opposite  Taiwan. 
Some  Administration  officials  are  even 
urging  that  we  not  give  Taiwan  any 
defensive  weapons  for  at  least  a  year. 
Meanwhile,  Mr.  Clinton  pursues  his 
nearly  single-minded  drive  for  Chinese 
trade.  He  has  spent  more  time  on  this 
agenda  than  on  any  other  item.  He 
took  time  out  April  1  only  for  a  bitterly 
anti-Mayor  Giuliani  speech  in  Wash- 
ington, pleading  for  Mrs.  Clinton  to  be 
elected  as  senator  from  New  York.  Ac- 
cording to  Mr.  Clinton,  Mayor  Giuliani 
is  part  of  a  vast  right-wing  conspiracy  to  keep  Mrs.  Clinton  from 
winning.  Friends  of  the  mayor  expressed  surprise  at  hearing  that 
the  longtime  liberal  mayor  has  a  "right-wing  venom  machine" 
backing  him.  In  one  of  his  more  brazenly  astonishing  state- 
ments, the  President  also  said,  "Hillary's  opponent  can  raise  a 
double-ton  of  money."  The  value  of  a  "double-ton"  has  yet  to  be 
established,  but  it  is  doubtful  that  it  equals  the  amounts  China 
and  others  have  contributed  to  the  President 

But  what's  really  important  is  that  the  Clinton  Administra- 
tion prefers  China,  with  its  atrocious  human  rights  record,  to  Tai- 
wan, with  its  genuine  democracy,  where  voters  for  the  first  time 
in  3,700  years  of  Chinese  history  have  brought  about  the  peace- 
ful transfer  of  power  from  one  freely  elected  leader  to  another. 
The  same  week  Mr.  Berger  was  making  his  reassuring 
noises  in  Beijing,  China  was  refusing  to  allow  Lois  Wheeler 
Snow,  widow  of  Edgar  Snow,  a  vigorously  pro-Chinese  U.S. 
writer,  to  call  on  one  of  the  many  dissidents  Beijing  has  kept 
under  restraint  since  the  Tiananmen  Square  massacre.  This 
behavior  can  only  encourage  China  to  believe  that,  as  long  as 
Mr.  Clinton  is  President,  if  China  were  to  attack  Taiwan  the 
U.S.  would  not  oppose  China  vigorously,  if  at  all.  F 
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ica's  long-term  decline.  Wriston's  book  was  published  in  1992, 
three  years  before  Netscape  popularized  the  World  Wide  Web. 
At  only  192  pages,  it  rivals  Ronald  Coase's  "The  Nature  of  the 
Firm"  for  its  compressed  wisdom.  Read  Twilight  twice,  to  in- 
scribe it  permanendy  into  your  brain,  and  you'll  forever  stay  18 
months  ahead  of  most  investors  and  corporate  asset  allocators. 

What  does  Wriston  think  today?  Alan  Greenspan,  he  specu- 
lates, is  smart  and  well-intentioned.  But  he's  also  spooked  by  the 
collapse  of  Japanese  asset  values.  Greenspan's  big  mistake  is  in 
confusing  America's  boom  in  value-added,  productivity-en- 
hancing entrepreneurism  with  Japan's  zero-sum  asset  bubble. 

Wriston  is  thoroughly  convinced  the  global  financial  system 
is  growing  more,  not  less,  stable  as  it  expands  and  diversifies 
and  as  central  bankers  lose  their  clout.  "No  meltdown  was  in 
the  cards  if  Greenspan  had  let  Long-Term  Capital  Management 
go  in  1998,"  Wriston  told  us.  "Only  black  eyes  for  two  Nobel 
economists.  Most  of  us  would  have  found  that  amusing." 

Supply-Side  Triumphant 

It  occurs  to  me  that  Wriston,  George  Gilder  (whose  Tele- 
cosm  fund — up  144%  over  the  last  11  months — I  wrote 
about  in  my  last  two  columns),  Steve  Forbes  (who  routinely 
wins  economic  forecasting  contests),  and  Jude  Wanniski  (au- 
thor, as  well  as  founder  of  and  forecaster  for  Polyconomics, 
Inc.)  are  big-time  cheaters.  It  ain't  fair.  Their  forecasts  are 
based  on — gasp!  supply-side  economics!  Oh  yes,  that.  That 
voodoo  stuff  George  Bush  scorned.  That  "risky  scheme"  Al 
Gore  warns  us  against  today.  The  evil  child  of  Ronald  Reagan 
and  the  nightmare  of  responsible  politicians  everywhere. 

Yet,  is  there  a  more  accurate  way  to  describe  the  roots  of  our 
current  prosperity?  The  New  Economy  roars  because  that 
which  supplies  it — microprocessors,  bandwidth,  risk  capital  and 
entrepreneurs — is  multiplying  like  crazy.  Demand,  buoyant  it- 
self, can't  keep  up  with  supply,  so  inflation  remains  dormant 
This  supply-driven  disinflation  is  in  itself  a  huge  tax  cut,  which 
tends  to  pour  gasoline  on  the  New  Economy  boom,  despite 
higher  marginal  income  taxes.  In  any  event,  income  taxes  are 
less  relevant  in  the  New  Economy.  That's  because  entrepreneurs 
and  venture  capitalists  respond  to  capital  gains  taxes,  and  these 
are  at  a  recent  historic  low  of  20%.  What  a  concept — lower  the 
capital  gains  tax  and  set  off  a  stampede  of  talent  and  capital  into 
the  New  Economy.  Thank  your  god  for  a  Republican  Congress. 

Supply-side  tax  cuts  aren't  just  good  policy.  A  supply-side 
'90-91 — during  the  last  U.S.  recession    _^__  r  — ~       .  ..       orientation,  like  Gilder's  and  Wriston's, 

6  f*H|   For  further  discussion  of  this  and  other 

id  against  the  steady  drizzle  from  econo-  I  topics,  g0  to  the  forum  at  our  Web  site    is  tne  most  precise  economic  telescope 

ists  like  Krugman,  convinced  of  Amer-    MAkM  at  www.forbes.com/karlgaard.  through  which  to  see  the  future.  F 


OT  TO  PILE  IT  ON,  BUT... 

From  where  did  this  loony  idea  emerge  that  a  cowlicked 
lidwesterner  who  buys  stock  in  companies  that  turn  out 
,rupy  fizz  water,  bland  ice  milk  and  lefty  newspapers  should 
ius  be  known  as  a  Value  Investor? 

How  did  the  Big  Cat  of  macro  hedge  funds  overlook  the 
reatest  macroeconomic  story  of  our  generation:  Moore's 
aw  on  chips? 

Has  the  world's  most  inflated  central  banker  confused  a 
ike  in  Southhampton  yard-boy  expenses  with  price  infla- 
on  in  the  real  economy? 

When  a  6-year-old  shoots  another  6-year-old  and  then, 
nder  oath,  "denies  and  blames  others,"  shouldn't  Bill  Clin- 
>n  sue  for  copyright  infringement? 

When  the  New  York  Times  business  columnist  Louis 
chitelle  calls  for  100%  taxes  on  gains  from  stock  held  less 
lan  a  year,  isn't  it  time  to  drop  your  Times  subscription? 
ONGRATSTO... 

Our  rival,  Fortune  magazine — sort  of.  Paul  Krugman,  chief 
jostle  for  depression  economics,  has  departed  Fortune's 
ages  for  the  New  York  Times.  In  a  monumental  upset,  For- 
me has  let  him  go.  Well,  almost.  Krugman,  alas,  still  turns 
p  between  Fortune's  covers  from  time  to  time,  whenever  the 
rge  to  call  an  entrepreneur  a  Ponzi  artist  grabs  him  or  a 
mes  to  yell  once  more  for  a  cheap  dollar  overtakes  him.  For- 
me, it  is  clear,  can't  shake  its  Krugman  habit. 
The  sages  of  the  New  York  Times  business  page.  For  once 
ley  called  the  tech  stock  market  peak.  Of  course,  that's  out 
f  some  37  tries  since  1994. 

ut  Now  to  the  Good 

In  March,  in  the  New  York  FORBES  offices,  brothers  Steve 
id  Tim  and  I  had  lunch  with  the  incomparable  Walter 
friston.  The  retired  Citicorp  chairman  is  now  80.  But  the 
lind  that  produced  last  decade's  top  business  book,  The 
mlight  of  Sovereignty,  is  as  laser-sharp  as  ever. 

I'm  still  amazed  at  how  prescient  Twilight  has  turned  out  to 
i.  It  predicted  the  accelerating  velocity  and  volume  of  risk  cap- 
il  and  its  steady  cross-border  flow  into  the  hands  of  high  IQ 
ltrepreneurs.  It  predicted  booming  valuations  for  software 
impanies.  It  forecast  the  declining  influence  of  central  mone- 
ry  policy  and  the  rise  of  a  computer  trader  democracy.  Twilight 
)t  all  this  down  without  slippery  hedges,  yet  it  was  written  in 
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Rational  Exuberance 

the   marketi  What's  going  to  happen  if  some  bubble  pops  on  Wall  Street? 


BY  PETER  HUBER 

WHEN  TECHNOLOGY  STOCKS 
sank  on  Apr.  4,  margin  traders 
had  reason  to  panic.  But  lots  of 
others  began  to  worry,  too,  about  the 
economy  and  their  jobs.  Just  ten  years 
ago  the  Japanese  stock  market  peaked, 
with  the  Nikkei  just  shy  of  40,000,  then 
plunged  to  20,000,  where  it  remains 
today.  Japan's  economy  flatlined  for  a 
decade.  Should  America  expect  ten  flat 
years  of  its  own  if  the  Nasdaq  collapses 
from  4000  to  2000? 

No.  Expect  instead  that  the  GDP  will 
continue  to  rise,  employment  will  re- 
main robust  and  inflation  will  stay  tame. 
People  will  just  have  to  stop  daydreaming 
about  retiring  at  42,  that's  all.  The  dream- 
ers will  have  to  keep  right  on  working 
productively  instead. 

Japan's  bubble  was  inflated  by  confi- 
dence in  the  country's  industrial  planners 
and  in  its  hermetic  club  of  aging  corpo- 
rate shoguns.  Not  just  stocks  but  real  es- 
tate floated  into  the  bright  blue  yonder. 
"Japan  in  1989 — that  was  a  property 
bubble,"  observes  MIT  economist  Jerry  A. 
Hausman.  "The  Ginza  was  bid  up  to  ten 
times  the  value  of  Fifth  Avenue."  But  the 
confidence  was  misplaced.  The  shoguns 
weren't  that  smart  after  all,  and  they  failed 
to  stay  ahead  of  the  rapid  evolution  of 
trade  and  technology  in  the  1990s. 

Our  exuberance- -rational  or  other- 
wise— is  built  on  some  hard  and  real 
technology.  We  have  billions  of  new  mi- 
croprocessors, millions  of  new  miles  of 
fiber-optic  glass  and  a  vast  new  infra- 
structure of  wireless  communications. 
The  U.S.- installed  base  of  PCs  has  dou- 
bled since  1995.  The  Intel  microproces- 
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The  Bubble  and  the  Beast 

The  Nasdaq's  vertiginous  run-up  may  seem 
otherworldly,  but  the  technology  beneath  is 
very  real.  Blow  off  the  dot-com  froth  and 
what's  left  is  a  sprawling  infrastructure  of 
telecommunication  and  computing  power— 
and  its  growth  isn't  letting  up. 
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or  inside  most  of  those  PCs:  up  eight- 
Did  (in  logic  gates)  and  five-  to  tenfold 
in  speed)  since  1989.  Lines  of  code  in 
Vindows  NT:  up  almost  fivefold  since 
993.  Commercial  cell  sites:  up  fourfold 
ince  1995.  Traffic  on  the  Internet:  rising 
?nfold  every  year  or  two. 

Wherever  the  stock  market  may  jour- 
ey,  U.S.  output  of  silicon  logic  gates, 
nes  of  software  code,  terabits  of  Web 
-affic  and  base  pairs  of  genes  sequenced 
;  going  to  keep  right  on  growing.  We 
ron't  stop  using  e-mail  or  e-tickets  or 
TMs,  or  buying  books  online.  The  Web's 
xtraordinary  power  to  streamline  trans- 
itions is  here  to  stay.  So  is  the  work  force 
lat  has  learned  how  to  use  it.  The  tech- 
ology,  and  our  ever- improving  ability 


f  the  Nasdaq  tumbles,  people 

just  have  to  stop  day- 
Ireaming  about  retiring  at  42. 


)  put  it  to  productive  use,  will  continue 
riving  real  gains  in  living  standards. 
That's  why  we've  been  seeing  the  most 
ipid  productivity  rise  since  the  oil 
locks  of  1974,"  says  Hausman. 

What  about  all  that  money  being 
oured  into  dot-coms?  Will  investors 
/er  get  it  back  in  dividends?  We'll  find 
ut.  But  whether  they  do  or  not,  that  sec- 
»r  is  just  a  slice  of  our  capital  markets.  E- 
)mmerce  companies  raised  $3.2  billion 
i  initial  stock  offerings  last  year;  other 
inds  of  tech  outfits  raised  $33.5  billion, 
xording  to  Renaissance  Capital. 

Will  competition  drive  most  of  the 
iture  gains  from  technology  off  the  cor- 
orate  balance  sheet  and  into  the  pock- 
s  of  consumers?  For  macroeconomic 
urposes  it  doesn't  much  matter.  Indeed, 
doesn't  much  matter  to  anyone  whose 
xmomic  future  is  evenly  balanced  be- 
«reen  "shareholder"  and  "consumer." 
tie  gains  in  efficiency  and  convenience 
lat  the  Internet  has  thrust  into  our 
onomy  belong  to  America  either  way. 

Confidence  in  the  Japanese  economy 
■ared  in  the  1980s  on  the  strength  of 
pan's  business  sociology.  To  get  into 
at  game  you  had  to  "be  there,"  so  cash 


poured  into  real  estate  and  corporate 
nameplates.  There  was  buoyant  talk  of 
robots,  fuzzy  logic  and  micromachines, 
but  no  real  action.  Japan  had  pushed 
product  design  and  the  assembly-line  ge- 
nius of  Henry  Ford  to  new  heights, 
which  let  it  scale  up  volume  and  push 
down  the  price  of  Old  Economy  prod- 
ucts. But  the  infrastructure  hadn't  really 
changed  much  at  all. 

Over  here,  the  rise  of  new  technol- 
ogy has  been  matched,  blow  for  blow,  by 
the  decline  of  old-guard  business  models. 
Downsizing  was  a  very  real  and  painful 
part  of  the  digital  transition  and  for  a 
while  captured  more  of  the  headlines. 
Japan,  by  contrast,  needed  to  scrap  its  an- 
tiquated banking  system,  migrate  half  of 
its  industrial  work  force 
into  new-technology  ex- 
ploits and  open  up  its  ser- 
vice economy  to  the  with- 
ering discipline  of  foreign 
competition.  It  didn't. 
The  Nasdaq  last  saw 
2000  in  December  1998.  At  the  time, 
smart  money  was  pouring  into  software, 
chips,  radios,  glass  and  genes.  Even  if  the 
Nasdaq  as  a  whole  returned  to  Earth, 
smart  money  would  keep  searching  for 
innovation  in  software,  chips,  radios,  glass 
and  genes.  The  opportunities  are  real. 

As  Hausman  notes,  a  collapse  in 
stocks  trading  at  price/earnings  multi- 
ples of  100  and  1,000  would  have  a 
"wealth  effect"  impact  on  the  economy. 
Meaning:  bad  news  for  Porsche  dealers. 
"That's  the  part  Greenspan's  worried 
about,"  he  adds.  "But  it  wouldn't  be  big 
enough  to  bring  the  economy  into  a  re- 
cession. And  if  it  was,  Greenspan  could 
fix  it — just  as  he  did  in  1987." 

Or  else  break  it  some  more,  as  his 
predecessors  did  in  1929.  Public  policy 
always  remains  the  wild  card:  A  Presi- 
dent's stray  comment  about  patents  can 
knock  30%  of  the  value  out  of  biotech 
stocks;  an  antitrust  ruling  can  kick  as 
much  out  of  software  portfolios.  The 
Nasdaq  ticker  won't  find  a  way  to  sink 
the  economy.  But  central  bankers,  tax  col- 
lectors, budget-busters,  trade  negotiators, 
and  antitrust  prosecutors  just  might.  F 

Research:  Brett  Nelson 


Funds  and 
Games 

D  E  als  I  Since  when  did 
venture  capitalists  start 
behaving  like  Publishers 
Clearinghouse? 


BY  LUISA  KR0LL 

LITTLE-KNOWN  INTERNET 
incubator  Compareitall.com — 
it  runs  16  comparison-shop- 
ping sites — was  desperate  for  new 
businesses  to  spin  off.  To  multiply 
its  Web  site  inventory,  it  recendy  of- 
fered $25,000  each  for  the  best  busi- 
ness plans  by  a  total  of  eight  M.B.A. 
students,  hanging  posters  at  the  top 
100  business  schools  and  running 
ads  in  campus  papers.  Winners  were 
to  be  announced  in  late  April. 

Piddling  compared  with  what 
Hummer  Winblad  Venture  Partners 
did.  Its  February  Madness  Startup 
tournament  ("March  Madness"  was 
out  after  the  NCAA  sent  a  cease-and- 
desist  letter)  pitted  "seeded"  teams 
from  64  different  colleges  and  busi- 
ness schools  against  each  other  for  a 
$5  million  prize.  Judges  winnowed 
the  group  to  16,  then  flew  them  to 
one  of  four  regional  sites  for  a  battle 
of  the  business  plans.  The  finalists 
traveled  to  the  firm's  San  Francisco 
headquarters  for  the  tournament 
crowning.  Quang  X.  Pham — 
founder  of  Mydrugrep.com,  a  B2B 
site  providing  pharmaceutical 
data — took  home  the  five  mil  for  an 
undisclosed  equity  stake.  He  got  so 
many  calls  the  day  his  news  was  an- 
nounced that  he  deleted  his  phone 
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number  from  his  Web  site. 

It  gets  even  loonier.  Atlanta-based 
Ptek  Ventures  cooked  up  Million  Dol- 
lar Challenge  (sound  vaguely  familiar?), 
hosted  by  a  Regis  Philbin  impersonator 
for  Red  Herring's  Southeast  venture 
conference  in  March.  Before  a  crowd  of 
400,  with  music  blaring  and  bright 
lights  pulsing,  four  entrepreneur  final- 
ists, screened  for  their  business  plans, 
competed  in  a  speed  round  of  area 
code  numbers  for  high-tech  centers 


from  west  to  east.  Michael  Bruce,  chief 
executive  of  the  e-shopping  service  out- 
fit SingleShop.com,  went  to  the  final 
round  for  some  really  tough  trivia.  Ex- 
ample: "What  best-performing  IPO  of 
1998  increased  1,304%  over  its  offer 
price?"  (Answer:  Ebay.)  Bruce  walked 
away  with  $5  million  in  equity  financ- 
ing; the  three  runners-up  got  $1  million 
apiece. 

(Confession:  An  affiliate  of  this 
publication  is  getting  into  the  act,  too. 


Along  with  other  sponsors,  Forbes.co 
is  participating  in  a  business-plan  co 
test  for  university  students  call< 
PlanEDU.) 

Universities  like  MIT  have  quiet 
held  such  competitions  for  years.  Dire 
Hit  and  Akamai  Technologies  are  tv 
former  contestants.  Still,  you've  got 
wonder  whatever  happened  to  the  ol 
fashioned  pitch  letter — or  courtly  i 
troductions  over  the  ninth  hole.  Go: 
the  way  of  the  80286  microchip. 


Please  Deposit 
an  Additional 
3.7  Cents 

TELECOM!  The  Feds  say  New 
York  State's  newly  competitive 
local  phone  market  is  a  model 
for  the  rest  of  the  nation.  Sure, 
if  you  think  competition  should 
mean  higher  prices. 


BY  SCOTT  W00LLEY 

TO  HEAR  THE  FEDERAL  COMMUNI- 
cations  Commission  tell  it,  New 
Yorkers  should  be  pumping  their 
fists  with  joy.  Long  captives  of  a  local 
phone  monopoly — first  Nynex,  now  Bell 
Atlantic — they  can  now  select  a  local 
phone  provider  from  a  menu  of  compa- 
nies. AT&T  and  MCI  WorldCom  have  each 
signed  up  at  least  230,000  customers. 

That  makes  New  York  the 
most  competitive  local  phone 
market  in  the  country,  and  a 
model  the  rest  of  the  country 
should  emulate,  according  to  FCC 
Chairman  William  Kennard.  As  a 
result,  in  January  the  FCC  re- 
warded Bell  Adantic  with  permis- 
sion to  sell  long-distance  service. 
Other  Bells  are  now  awaiting  sim- 
ilar approvals. 

So  what  has  happened  since 
New  York  was  officially  declared 
open  to  bare-knuckled  con. peti- 


tion? Not  a  whole  lot  of  discounting. 
New  Yorkers  have  been  deluged  by  a 
baffling  array  of  new  offers  that  hide  an 
ugly  fact:  higher  bills  for  most  local  cus- 
tomers. Only  a  few  high-volume  callers 
will  ever  save  much  with  the  new  plans. 
Example:  AT&T  ads  tout  its  service 
as  "the  smartest,  simplest  way  to  com- 
bine all  your  calling  needs."  An  AT&T 

Brain  Benders 


long-distance  customer 
Brooklyn  decides  to  dit< 
Bell  Adantic  and  add  AH 
for  local  service.  If  that  a 
tomer  makes  100  local  ca 
during  the  month,  the  pri 
ilege  of  having  AT&T  as  1 
sole  carrier  will  add  abo 
$10  to  his  monthly  bill. 

Totaling  up  the  preci 
savings,  or  cost,  of  an  off 
requires  an  advanced  degr 
in  statistics.  You'd  have 
know,  for  example,  ho 
many  minutes  per  mon 
you  make  local  calls  b 
tween  the  hours  of  9  p.i 
and  1 1  p.m.  on  weekdays. 

AT&T  charges  a  flat  monthly  fee 
$24.90  for  local  phone  service 
Brooklyn;  Bell  Adantic  charges  $6. 
plus  per-call  charges  of  between  3 
cents  and  10.6  cents,  depending  on 
time  of  day.  Then  there  are  the  in-sta 
"toll  calls,"  where  AT&T  usually  saves 
bit,  depending  on  a  host  of  other,  mo 


Grab  a  pencil,  and  thank  the  FCC  for  introducing  local  phone  competition.  These 
oh-so-simple  equations  will  tell  you  instantly  whether  AT&T,  Bell  Atlantic— or  both— get 
New  Yorkers  a  lower  local  phone  bill.  Your  town  may  be  next.  


Only  AT&T 

[[24.90  ♦  (.05  xT)]x  I.I] 


[[(.07  x  W)  •  (.05  x  E)]  x  1.08]  =  Total  phone  bill 


Only  Bell  Atlantic 

[[6.60  '(.106  x  Ni)  •  (.0636  x  to)  *  (.0371  x  to)  ♦  ( .055  x  T)]  x  I.I]  •  [[(.09  x  W)  ♦  (.05  x  E)]  x  1.08]  =  Total  phone  bill 


Bell  Atlantic  for  local,  AT&T  for  long  distance 

[[6.60  ♦(.106  x  N,)  •  (.0636  x  to)  ♦  (.0371  x  to)  •  (.055  x  T )]  x  I.I]  ♦  [[5.95  ♦  (.07  x  W)  ♦  (.05  x  E)]  x  1.08]  =  Total  phone  bil 


T  Number  of  minutes  of  toll  calls  made  in  a  month  (toll  calls  are  intrastate,  but  not  local).  W:  Number  of  minutes  of  weekday 
long-distance  calls  made  in  a  month.  E:  Number  of  minutes  of  weekend  long-distance  calls  made  in  a  month.  Ni:  Number  of  loca 
phone  calls  made  on  weekdays  between  8  a.m.  and  9  p.m.  N>:  Number  of  local  phone  calls  made  on  weekdays  between  9  p.m. 
and  II  p.m.,  and  on  Sunday  nights.  Nj:  Number  of  local  phone  calls  made  anytime  Saturday,  Sundays  before  5  p.m..  and  all  night 
after  II  p.m. 

Tax  rates  are  approximate  Analysis  does  not  include  call  waiting  or  other  features.  Toll  rates  may  vary.  Source:  Companies. 
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^  bluefly.com 

fabulous  fashion,  fierce  prices. 


nilTFHONT 

complicated  factors. 

The  long-distance  companies 
"say  they  are  going  to  be  cheaper, 
but  you  can't  tell  whether,  two 
months  later,  you'll  really  get  a  bill 
for  more.  It's  too  confusing,"  says 
Harlem  resident  Peter  Odumosu. 

"The  number  one  reason  people 
leave  us  is  the  perception  of  a  lower 
price.  But  then  they  get  their  bill  and 
sure  enough,  they're  paying  more. 
We're  getting  a  lot  of  returning  cus- 
tomers," says  Robert  Ingalls,  head  of 
Bell  Atlantic's  local  offerings. 

Bell  Atlantic  isn't  exactly  plung- 
ing into  AT&T's  territory  with  dis- 
counts, either.  It  charges  9  cents  a 
minute  during  the  week  and  5  cents 
on  weekends,  failing  to  beat  AT&T's 
best  per-minute  charge.  But  then,  it 
doesn't  have  to  win  over  customers 
to  clean  up  on  long-distance,  since  it 
collects  a  lucrative  "access"  fee 
whenever  AT&T,  MCI  or  another  car- 
rier handles  a  call  from  a  Bell  At- 
lantic local  customer. 

Behind  all  the  confusion  and  bick- 
ering  lies  a  fundamental  problem: 
There  remains  just  one  phone  line 
running  into  most  homes,  and  it  is 
owned  by  the  local  Bell.  AT&T's  local 
service  in  New  York  runs  over  lines 
leased  from  Bell  Adantic.  Bell  Adantic 
has  little  incentive  to  wring  costs  out 
of  its  aging  copper  network  just  so  it 
can  pass  those  savings  along  to  AT&T. 
With  line  costs  fixed,  there's  little 
room  to  undercut  Bell  Adantic's  rates 
across  the  board.  A  few  plans  do,  but 
the  discounts  tend  to  be  meager — 
5%  or  less — and  poorly  advertised. 

If  you  want  a  price  war,  wait  until 
competitors  find  ways  to  circumvent 
the  Bells'  copper  lines.  AT&T  spent 
upwards  of  $50  billion  on  cable 
companies  to  own  a  wire  that  can  be 
used  for  voice,  TV  and  the  Internet. 
MCI  WorldCom  and  Sprint  are  bet- 
ting on  "fixed  wireless"  to  beam 
their  way  around  the  local  networks. 

For  now,  keeping  Bell  Atlantic  for 
'.oca!  and  ATM  long-distance  is  often 

apest  But  that  isn't  exactly  what 
tlu  F(  ( :'s  Kcnnard  had  in  mind.      F 


Credit  Slips 

CHAT    ROOMS!  A  tiny 
company  accuses  Visa  of  waging 
a  smear  campaign  on  Yahoo. 

BY  LEA  GOLDMAN 

DAVID  COOK  DOES  NOT  SMOKE 
big,  fat  cigars.  But  a  note  posted 
last  June  on  a  Yahoo  message 
board  declared  just  that  and  worse. 
From  late  May  until  November  hood- 
lums with  aliases  like  "Twenex"  and 
"stockerama"  posted  hundreds  of  mes- 
sages that  said  Cook  and  his  manage- 
ment team  "pimped  themselves,"  and 
suggested  that  his  Dallas-based  com- 
pany, Zixit  Corp.,  was  the  offspring  of  a 
"three-day  tequila  binge." 

Cook  called  his  lawyers.  But  why 
would  Cook,  Zixit's  chief  executive  and 
the  founder  of  the  Blockbuster  video 
chain,  bother  to  go  to  court  over  such 
trash-talk?  The  answer  has  to  do  with 
whom  he's  suing:  It  turns  out  the  loos- 
est-lipped member  of  this  gang  was 
Paul  Guthrie,  Visa  International's  vice 
president  of  technology  research.  Zixit's 
lawsuit,  filed  in  Dallas  County  district 
court,  opens  a  new  wrinkle  in  stock 


chat.  Long  a  lair  of  short-sellers  a 
penny-stock  boosters,  chat  boards  ; 
also  occasionally  a  forum  for  executix 
to  push  corporate  agendas. 

Without  a  doubt,  Zixit  is  very  mu 
an  iffy  startup,  with  $99,000  in  reven 
last  year  and  $34  million  in  losses, 
sells  a  secure  online  payment  scheme 
banks  and  e-tailers.  That  puts  it  in 
competition  with  Visa,  which,  alo: 
with  MasterCard,  is  backing  a  rival  e 
cryption  system  called  Secure  Ele- 
tronic  Transaction,  or  SET. 

Cook  says  his  ZixCharge  techno 
ogy  is  easier  to  install  than  SET  ai! 
leaves  credit  card  data  less  vulnerable 
hackers.  It  captures  shoppers'  cred 
card  data  just  once;  when  they  shop  1 1 
Web  through  the  ZixMall  portal,  ZiS 
Charge  does  the  payment  authorizatiij 
automatically  without  transmittiil 
sensitive  data. 

Cook  pitched  MasterCard  last  M 
for    corporate    backing,    but 
promptly  rebuffed.  Two  days  la' 
Visa's  Guthrie  penned  his  first  vitri 
post.  Coincidence?  It  isn't  clear  whe 
MasterCard  tipped  off  Visa,  but  the  tvl 
firms  are  cozy.  They're  codefendants  I 
a  separate  antitrust  case. 

Guthrie  averaged  three  postings  pi 
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For  a  world 
of  investors  who 


Now  schwab.com 

does  too. 


Schwab  and 
Chinese 


DOWJQNES 


Dow  Jones  announce  the  first  comprehensive 
news  and  research  service  at  schwab.com. 


It's  here.  It's  unprecedented.  It's  Schwab's  latest  step  toward 
creating  a  world  of  smarter  investors. 

For  the  first  time  ever,  people  now  have  access  to  US 
securities  market  news  and  research  -  a  wealth  of  online 
investment  information  -  at  schwab.com.  All  in  Chinese. 

It's  available  from  Schwab.  And  it's  possible  with  the 
invaluable  help  of  Dow  Jones. 

For  details  on  investing  and  trading  in  Chinese  with 
the  power  of  Schwab  and  accessing  real-time  Dow  Jones 
news  and  information,  please  visit  our  web  site  at 
schwab.com/chinese    or   call   Schwab's   Asia    Pacific 


Charles  Schwab 


3       WTU        Services  at  1-800-662-6068. 


reating  a  world  of  smarter  investors. 
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day  that  summer.  Zixit's  shares  dove 
from  $76  in  May  to  $24  by  October. 
(Zixit  is  back  up  to  $56,  thanks  largely 
to  a  short  squeeze.) 

Cook  ignored  the  chat-room  noise 
until  July,  when  the  messages  got  really 
nasty.  In  late  summer,  Cook  filed  suit 
against  a  John  Doe  and  subpoenaed 
Yahoo  for  the  user  information.  Once 
he  discovered  that  Guthrie  had  au- 
thored hundreds  of  nasty  posts,  Cook 
wrote  an  angry  letter  to  Visa,  but  it  dis- 
claimed any  responsibility  for  Guthrie's 
actions  (although  plenty  of  posts  came 


during  business  hours).  Guthrie  still 
has  his  job  and  the  messages  are  still  up. 
"He  was  acting  in  a  personal  capacity," 
says  spokesman  Michael  Sherman. 

The  suit,  filed  in  December,  alleges 
that  Visa  masterminded  a  smear  cam- 
paign to  destroy  a  fledgling  rival.  It  also 
accuses  Visa  of  intimidating  banks  that 
had  expressed  interest  in  negotiating 
with  Zixit.  "Did  [the  smearing]  help 
Visa?  Yes.  Did  it  hurt  Zixit?  Yes.  What 
else  do  you  need  to  know?"  says  Cook. 

Damages  are  unspecified,  but  there 
is  a  lot  at  stake — namely  SET,  in  which 


Visa  has  already  invested  millions. 
Zixit  catches  on,  Visa  would  see  its  slir 
market  share  evaporate. 

Suit  or  no  suit,  Zixit's  prospects  r< 
main  cloudy.  Bigger  firms  such  a 
Verisign  and  Check  Point  were  earlk 
to  market  with  secure  payment  syj 
terns.  But  Cook  would  love  anothe 
Blockbuster.  Last  month  he  raised  som 
$30  million  from  old  pal  H.  Wayn 
Huizenga,  who  is  joining  as  vice  chaii 
man.  Cook  says  a  big  deal  is  in  th 
works.  Just  don't  expect  him  to  light  i 
a  big,  fat  cigar  when  it  is  announced. 


The  Battle  for  Vladimir  Putin's  Soul 

BY  PAUL  KLEBNIKOV 

THE  ENIGMA  The  recently  elected  Russian  president,  an  obscure  for- 
mer KGB  man,  won  because  of  his  strong  hand  in  Chechnya,  where  the  con- 
flict still  rages.  But  his  main  task  will  be  undoing  Yeltsin's  ruinous  cronyism  and 
helping  Russia  continue  its  lurch  toward  a  free-market  economy.  Putin  has 
said  little  about  his  plans.  A  clue  may  lie  in  the  rival  influences  that  have  shaped 
his  thinking  over  the  years — faces  old,  faces  dead,  faces  liberal,  faces  Red. 


YURI  ANDROPOV  (died  1984)  A  longtime  KGB 
chief,  Andropov  in  his  brief  tenure  as  Soviet  dictator 
tried  to  revive  the  USSR  by  "tightening  the  screws"- 
cracking  down  on  dissidents,  bringing  regional  political 
bosses  into  line,  combating  corruption.  Putin  recently 
restored  a  plaque  in  his  memory  at  the  former  KGB 
headquarters. 


ANATOLY  SOBCHAK  (died  2000)  Putii 
old  law-school  professor.  As  mayor  of  St.  Petersburg, 
was  Putin's  political  patron  from  1991  to  1996. 
eloquent  champion  of  Western  values,  the  rule  of  I; 
and  democracy.  Putin  spoke  at  Sobchak's  funeral,  ai 
referred  to  him  as  his  mentor. 


ANATOLY  CHUBAIS  Discredited  former  priva- 
tization chief,  now  head  of  the  electric  monopoly.  Putin's 
political  patron,  1996-98.  Chubais  failed  in  his  last 
crusade  to  make  the  state  independent  of  crony 
capitalists,  but  Putin  says  he,  too.  wants  to  keep  that 
crowd  at  a  distance. 


BORIS  BEREZOVSKY  Master  of  intrigue  ai 
chief  of  the  "oligarchs,"  he  was  Putin's  political  patn 
during  1998  and  1999,  and  bluntly  used  the  media 
help  him  get  elected.  Berezovsky  wants  to  keep  t 
state's  assets  and  subsidies  flowing  to  crony  capitalis 
like  himself. 


GENNADY  ZYUGANOV  Communist  Party  chief. 
To  the  surprise  of  many,  the  main  pro-Putin  party,  Unity, 
has  allied  with  the  Communists  in  the  Duma,  or 
parliament.  Putin  says  he  intends  to  act  on  the 
Communists'  demand  to  improve  social  welfare. 


PATRIARCH  ALEXIS  II  Head  of  the  Russi 
Orthodox  Church,  whose  voice  carries  weight  with  t 
post-USSR  revival  of  religion.  Putin,  a  believit 
Christian,  may  look  to  the  Church  to  fill  the  ideologic 
void  left  after  the  collapse  of  communism. 


GERMAN  GREF  Head  of  the  Center  for  Strategic 
Research,  Putin's  think  tank.  Currently  drawing  up  a 
program  to  achieve  10%  annual  growth  rates  via  tax 
cuts,  easier  land  privatization,  protection  of  foreign 
investment,  deregulation,  government  streamlining. 
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ILYA  KLEBANOV  Respected  industrial  managi 
now  deputy  prime  minister  in  charge  of  Russia 
military-industrial  complex.  Pressing  for  a  revival 
Russian  manufacturing,  more  state  investment  in  hi[ 
tech,  better  management  of  state-owned  companies 
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Sayonara 


COMPANIESI  Disney  wants  to  indoctrinate  its  top  ABC 
executives  in  New  York  by  moving  them  to  the  Mouse  House  in 
southern  California.  Many  are  quitting  the  network  instead. 


BY  BRETT  PULLEY 

WAIT  DISNEY  CO.  IS  BACK  IN 
Wall  Street's  good  graces, 
thanks  in  part  to  the  smash 
Who  Want*  to  Be  a  Millionaire  on  its 
ABC  network.  Its  stock,  which  sank  as 
low  as  $23  in  October,  is  up  75%. 

But  just  as  Disney  is  turning 
around,  throngs  of  top  brass  at  ABC  are 
turning  away.  Chairman  Michael  Eisner 
has  ordered  100  high-ranking  ABC  ex- 
ecutives to  relocate  from  the  network's 
New  York  hub  to  Disney's  base  in  Bur- 
bank,  Calif,  later  this  year.  Instead,  more 
than  50  of  them  have  balked,  bidding 
farewell 


blading  the  exodus  is  ABC  President 
Patricia  Fili-Krushel.  After  1 1  years  with 
ABC,  the  46-year-old  star  has  chosen  to 
quit  and  become  president  of  WebMD 
Health,  a  New  York  unit  of 
Healtheon/WebMD.  A  native  New 
Yorker,  Fili-Krushel  had  gone  house- 
hunting in  Los  Angeles  and  taken  her 
two  young  children  for  interviews  at 
private  schools.  "I  was  doing  it  because 
it  was  what  was  required  of  me,"  she 
says.  "My  heart  wasn't  in  it." 

On  the  surface,  Disney's  relocation 
fiat  was  rational.  ABC  has  been  under 
Disney's  rule  for  four  years  now.  A  move 
to  Disneyland  would  immerse  ABC  in 


Pissing  Disneyland 

ABC  President  Patricia  Fili-Krushel,  a 
ll-year  veteran,  has  plenty  of  compar 
in  choosing  to  resign  rather  than  mov 
from  New  York  to  Disney's  southern 
California  headquarters.  Their  total 
network  experience  spans  117  years. 


ALAN  WURTZEL 


Senior  vice  president,  rt 
search.  After  20  years 
with  ABC,  he  recently  Ie 
to  be  research  presiden 
at  NBC.  "The  move  mad 
me  reconsider  other 
options." 

VALERIE  SCHAER 

Senior  vice  president, 
production.  Left  after  fr 
years  running  daytime 
shows.  She  now  is  the 
top  programmer  at 
Studios  USA,  productio 
arm  of  USA  Networks. 

JOHMWOLTERS 

Executive  vice 
president,  finance.  At 
ABC  21  years,  he  has 
made  it  clear  he  won't 
move  to  Burbank.  His 
next  job  has  not  yet  bef 
announced. 

PATRICIA  MATSON 

Senior  vice  president, 
communications.  After 
23  years  at  ABC,  is  call- 
ing it  quits.  Husband 
works  in  London;  movi 
to  L.A.  would  make  the 
commute  unbearable. 

ALLAN  EDELSQN 

Vice  president  and  con 
troller.  A  20-year 
veteran  with  the  formei 
Capital  Cities/ABC,  he 
has  said  he  will  resign 
soon  to  pursue  as-yet- 
undisclosed  plans. 

ROBERT  F1TZPATRICK 

Vice  president, 
business  affairs.  Quit 
after  17  years  to  becomi 
senior  vice  president  at 
Studios  USA.  Like  man\ 
of  the  others,  "born  and 
raised  in  New  York." 
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means: 

'■est  (honest)  updates  regularly  during  delays 

hone  call  (really)  if  your  flight's  canceled  2  hours  before  it's  supposed  to  leave 
lowest  fare  (seriously)  for  your  flight  offered  over  the  phone 
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delta-air.com 
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Mouse  culture.  With  its  ranks  split 
between  coasts,  gathering  executives 
for  Eisner's  regular  strategy  sessions 
was  tough.  "A  lot  of  New  York  people 
had  difficulty  making  it  to  meetings," 
Fili-Krushel  says.  "Michael  tends  to 
be  fairly  inclusive.  He  wants  to  see  his 
senior  people  around." 

But  at  a  time  when  business  is 
virtual  and  telecommuting  is  com- 
mon, Disney  is  paying  a  high  cost  in 
human  capital  to  gather  its  execu- 
tives around  the  water  cooler  in  Cal- 
ifornia. Some  5,000  ABC  employees, 
including  news,  sports  and  sales,  will 
stay  in  New  York  But  many  of  those 
leaving  are  seasoned  midcareer  pro- 
fessionals whom  Disney  didn't  want 
to  lose.  Eisner  sent  some  of  them 
plaintive  e-mails  with  bold,  red  let- 
ters imploring:  "Please  don't  leave." 

Valerie  Schaer,  who  ran  ABC's 

"I  didn't  even 
understand  why  the 
move  made  good 
business  sense." 

daytime  programming,  says  she 
tried  to  convince  Disney  that  with 
shows  like  Barbara  Walters'  gabfest 
The  View  and  the  soaps  All  My  Chil- 
dren and  One  Life  to  Live  all  based  in 
New  York,  it  made  sense  to  let  some 
brass  stay  behind. 

"Those  relationships  with  the 
Barbara  Walters  and  Susan  Luccis  of 
the  world  are  as  strong  as  they  are 
because  of  our  presence,"  says 
Schaer,  who  after  five  years  at  ABC 
has  bolted  to  become  a  program- 
ming executive  at  USA  Networks.  "I 
didn't  even  understand  why  the 
move  made  good  business  sense." 

The  real  winners:  headhunters. 
Brad  Marks  is  a  Los  Angeles-based 
recruiter  focused  on  show  biz.  Says 
he,  fairly  smacking  his  lips:  "There 
are  some  very  talented  people  who 
are  becoming  available."  F 


Banana  beware:  Hipster  shoppers  line  up  around  the  block  for  H&M's  cheap  duds. 


Bucking  the  Trendsetter 

R  E  T  A  I  L  l  Swedish  clothier  Hennes  & 
Mauritz  made  a  U.S.  splash  last  month.  At 
home,  the  stock  was  belly-flopping. 


BY  LEIGH  GALLAGHER  AND  RICHARD  HELLER 

CLAD  IN  A  NAVY  SUIT,  STEFAN  PERS- 
son  hardly  seemed  to  fit  among 
the  pushy,  Prada-wearing  pack  at 
preview  night  for  Swedish  retailer 
Hennes  &  Mauritz's  flagship  store  in 
Manhattan  at  the  end  of  March.  But  for 
the  chain's  53-year-old  billionaire 
chairman,  the  commotion  at  the  three- 
story  Fifth  Avenue  emporium  and  the 
line  stretching  a  block  down  51st  Street 
at  the  public  opening  the  next  morning 
were  welcome  confirmation  that  cor- 
porate troubles  weren't  spoiling  H&M's 
entry  into  the  world's  shopping  hub. 

Just  a  week  prior,  H&M  had  deliv- 
ered a  one-two  punch  to  investors:  the 
resignation  of  its  chief  executive,  35- 
year-old  Fabian  Mansson,  who  left 
abrupdy  after  less  than  two  years  to  join 
a  Swedish  Internet  portal;  and  a  12% 
drop  in  first-quarter  operating  profit 
(net  before  depreciation,  interest  and 
taxes),  the  company's  first  dip  in  four 
years.  Last  year  H&M  earned  $585  mil- 
lion on  revenues  of  $3.2  billion.  The 
surprise  sent  the  stock — one  of  Swe- 
den's best  performing  over  the  past 
decade — plunging  30%  to  $28,  shaving 
$8.6  billion  from  H&M's  market  value. 

What's  going  on  here?  Persson 
maintains    investment    pros    "took 


fright"  without  cause,  un 
fairly  comparing  first  quar 
ter  results  with  its  60°/ 
growth  rate  last  year.  Hi 
moved  quickly  to  replace 
Mansson  with  Rolf  Erik- 
sen,  55,  head  of  H&M' 
Danish  subsidiary. 
Yet  with  half  the  earnings  drop  at 
tributed  to  expansion,  the  turmoil  ha: 
cast  doubt  on  the  chain's  plans  to  rol 
out  stores  in  clusters  in  other  major  U.S 
cities.  Until  the  recent  contretemps 
H&M  (the  "Ikea  of  clothing"  for  its  bar 
gain-chic)  was  the  darling  of  Europear 
retail,  having  grown  from  135  store 
(mosdy  in  Sweden)  in  1982,  when  Pers 
son  took  over  from  his  father,  Erling,  tc 
more  than  600  in  14  countries. 

Five  New  York  area  stores  are  sched 
uled  to  open  this  year,  the  first  salvo  ii 
what's  likely  to  be  a  direct  challenge  tc 
troubled  mega-clothier  Gap.  H&M' 
first  store  is  a  block  away  from  a  flag 
ship  of  Gap's  Banana  Republic;  a  futuri 
location — less  than  a  mile  away  frorr 
its  first,  on  Broadway  and  34th  Street- 
stands  within  coin-throwing  distance  o 
three  Gap  stores.  Also  in  H&M' 
crosshairs  are  Limited,  Abercrombie  8 
Fitch  and  virtually  any  other  clothie 
known  to  an  Ally  McBeal  audience. 

All  of  that  depends,  of  course,  or 
whether  H&M  can  still  pull  off  the  inva 
sion  in  the  wake  of  last  month's  stocl 
turbulence.  Two  weeks  into  the  New  Yorl 
store-opening,  shoppers  were  still  lininj 
up  to  get  in.  But  too  many  investors  wen 
heading  to  the  return  desk 
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ANNOUNCING  A  DAILY  DOUBLE 
THAT'S  A  SURE  THING. 


REGISTER  FOR  THE  MARRIOTT/VISA  DAILY  DOUBLE  AND  START  EARNING 
DOUBLE  POINTS  TOWARD  FREE  VACATIONS  TWICE  AS  FAST. 


Staying  at  Marriott  and  Renaissance  hotels  is  always  rewarding. 
And  now  it's  twice  as  rewarding.  Because  from  April  1  to  June  30, 
Marriott  Rewards"  members  earn  double  points.  Just  call 
1-800-442-9929  or  click  on  marriottrewards.com  and  register 
for  the  Marriott/Visa  Daily  Double.  (By  the  way,  current  members 
will  also  need  to  call.)  Then,  after  paying  for  your  first  Marriott 


ft 


or  Renaissance  stay  with  your  Visa'  card,  every  subsequent  Visa- 
paid  stay  earns  double  points?  All  of  which  adds  up  to  getting 
free  rooms  at  more  than  400  exciting  Marriott  and  Renaissance 
hotels  around  the  world  and  all  the  other  goodies  from 
Marriott  Rewards  in  double  time.  (Talk  about  a  sure  thing.) 
For  reservations,  call  your  travel  agent  or  call  1-800-627-7468. 


^^amott 

REWARDS. 

Easily  the  most  rewarding  way  to  travel." 


^>  Harriott 

HOTEIS    RESORTS    SUITES 


[^RENAISSANCE. 

<«7  HOTELS  •  RESORTS  *  SUITES 


■  •  begins  with  the  second  hotel  stay  made  using  a  Visa  card  April  1-June30,  2000.  and  applies  to  all  points  eariec  ind  subsequent  stays  paid  for  with  Visa  Oub  Marque  member  may  earn  additional  bonus  points, 

its  are  not  doubled.  Bonus  point*  earrco  jsmg  the  Marnott  Rewards  Visa  card  will  not  be  doubted  Offer  not  applicable  to  members  e'ccting  toearr.  airline  mite.  Tr»s  offer  is  void  to  Visa  cardholders  in  Germany.  Austria  and  Belgium. 
AJlow  4-6  weeks  for  double  points  to  appear  on  Marriott  Rewards  statement  All  Marriott  Rewards  program  terms  and  conditions  apply.  ©2000  Marriott  Intemat.onal 


OUTFRONT 

Blair  Witch  TV 

media!  Fighting  a  losing 
battle  against  cable,  network 
television  is  destined  to  get 
even  trashier  than  it  already  is. 

BY  MARK  LACTER 

A  PROPOSED  WB  NETWORK 
television  series  for  the  fall, 
Doughboy,  features  the  im- 
probable story  of  a  grocery  bagboy 
who  is  given  millions  of  dollars  from 
an  unknown  benefactor  (that's  the 
made-up  part)  and  who  travels  around 
the  country  giving  it  away  in 
increments  of  $5,000  or  less  (that  part 
is  real).  TV  reinvents  cinema  verite.  "It's 
a  shot  in  the  dark,"  admits  Susanne 
Daniels,  president  of  the  network's 
entertainment  group.  "Either  it  will 
work  out  great,  or  it  will  be  a  disaster." 
After  years  of  losing  to  cable's 
kinkier  fare,  the  networks  are  finally  re- 
alizing they  have  to  move  beyond  pre- 
dictable dramas  and  sitcoms.  Or,  to  put 
it  more  bluntly,  they  are  reinterpreting 
the  old  maxim  to:  You  never  lose  ratings 
underestimating  the  taste  of  the  Amer- 
ican public.  Stealing  a  page  from  the 
likes  of  MTV's  Real  World  and  the  sleeper 
movie  hit  The  Blair  Witch  Project,  sev- 
eral shows  in  development  blend 
voyeuristic  reality,  gamesmanship  and 

JUicking  on  Cable 

The  networks'  scramble  to  find  exotic 
programming  is  being  driven  by  a 
sharp  erosion  in  ratings. 


7054  Percentage  shares  of  total-day  television  viewing 
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Suhler  £  Associates 

Audience  turn-on:  CBS'  summer  series  Survivor  could  lead  to  even  kinkier  fare. 


gimmicky  interactivity,  usually  through 
an  800  number  or  Web  site. 

The  mad  hunt  for  hybrid  shows  is 
led  by  two  new  offerings  from  CBS:  Sur- 
vivor, in  which  16  preselected  adventur- 
ers are  plunked  onto  a  South  Seas  is- 
land and  then  vote  one  another  off 
paradise  (the  one  left  standing  gets  $1 
million);  and  Big  Brother,  an  adaptation 
of  an  Orwellian  Dutch  TV  show  where 
ten  people  with  exhibitionist  leanings 
are  locked  inside  a  house  for  100  days 
and  cameras  record  all  the  action.  To  be 
palatable  for  American  kids  and 
grannies,  says  CBS  President  Leslie 
Moonves,  the  latter  will  be  toned  down. 

The  weirdo  shows  will  surface  dur- 
ing the  summer  season,  when  smaller 
audiences  relieve  the  pressure  to  deliver 
ratings,  and  quirky  programming  can 
hit  pay  dirt,  as  happened  last  year  with 
ABC's  Who  Wants  to  Be  a  Millionaire. 
Moonves  says  about  Survivor  and  Big 
Brother:  "They're  rather  daring,  but 
that's  what  people  are  looking  for." 

The  other  networks  are  also  armed 
with  hybrid  fare.  Besides  Doughboy,  Fox 
has  the  presumptuously  named  The 
Number  One  Show  in  America,  in  which 
a  fictional  15-year-old  British  TV  execu- 
tive arrives  in  the  U.S.  to  produce  a  va- 
riety show,  and  viewers  get  to  watch  the 
hijinks  backstage.  Fox  Television  Enter- 


tainment Group  Chairman  Sail 
Grushow  doubts  much  of  this  altern 
tive  programming  will  survive  for 
fall  schedule  but  insists  it's  exactly  w 
viewers  are  demanding.  "The  audien 
is  challenging  us  to  be  more  intere 
ing,"  he  says. 

Shareholders  of  the  entertainme 
conglomerates  that  own  these  netwoi 
are  equally  restless.  Just  a  few  mont 
ago  prime-time  game  shows  we 
touted  as  the  elixir  for  sagging  profi 
Production  costs  typically  run  on 
third  of  the  $1.5  million  to  $2  millio: 
takes  to  produce  a  one-hour  dra. 
such  as  Fox's  The  X-Files.  But  the  R« 
Philbin-hosted  blockbuster,  Millionai 
which  helped  boost  ABC's  first-quart 
operating  income  by  33%,  was  the  on 
winner.  CBS'  Winning  Lines  bare 
lasted  a  few  weeks,  while  NBC's  Twet 
One  and  Fox's  Greed  are  residing  cor 
fortably  in  the  ratings  basement,  wi 
about  a  third  of  the  30  million  viewe 
who  watch  Millionaire. 

Just  as  happens  every  year  around  tl 
time,  network  executives  are  left  pond* 
ing  whether  anything  will  save  their  bu 
ness  from  cable's  inroads.  Says  Grusho 
"All  you  have  to  go  by  is  convention 
wisdom,  and  just  when  you  think  y< 
have  it  all  figured  out,  someone  pulls  d 
the  rug  from  under  you." 
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available  in  all  states.  For  more  information  go  to  esurance.com  or  call  (800)  926-6012.  Esurance  Insurance 
ices  is  a  provider  of  insurance  policies  that  are  issued  by  Argonaut  Insurance  Company  Menlo  Park.  CA. 
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Now  you  can  add 

insurance  agent"  to 

your  resume. 


Introducing  Esurance.  Auto  insurance  you  customize  and  buy  online.  For  decades 
now,  insurance  agents  have  provided  you  with  the  coverage  and  peace  of  mind  you've  needed. 
Thanks  to  Esurance,  you  can  now  do  it  yourself.  Esurance  is  the  first  national  Internet  insurance 
provider  that  sells  auto  insurance  directly  to  you.  In  just  minutes,  you  can  select  customized 
coverage  options,  buy  your  policy  online,  and  even  print  out  your  proof  of  insurance  card.  It's 
easy,  flexible  and  fast.  Visit  esurance.com. 
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Insurance.  Only  Better.™ 

esurance.com 
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You  can  always  tell  the  investor  wh< 


They  feel  smarter,  more  informed,  more  in  control.  Could  you  benefit  from  straightforward 
portfolio.  Find  out  how  you're  doing,  and  whether  you  could  be  doing  better.  To  schedule  your  I 


Schwab  brokerage  account  to  receive  the  Schwab  Portfolio  Consultation™  Your  account  will  be  a  brokerage  account  and  not  an  investment  advisory  account.  ©  2000  Charles  Schwab  &  Co.,  Inc.  All  Rights  Reserved  Member  SIPC/NYSE  (0300-5218) 


a  Schwab  Portfolio  Consultation.' 


ur  investments?  Get  a  Schwab  Portfolio  Consultation™  It's  a  thorough,  objective  evaluation  of  your 
Consultation,  call  1-800-790-3802.  Charles  Schwab.  Creating  a  world  of  smarter  investors™ 
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One  reason  the  public 
gets  shafted  in  class 
action  settlements: 
Lawyers  look  out  for 
their  own  interests. 

BY  BERNARD  CONDON 
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Bar  fight:  Paul  Dodyk  says  the  fee  paid  to 
opponent  Neil  Goteiner  was  obscene. 
Goteiner's  reply:  "Sanctimonious  nonsense." 

but  never  claimed  by  them.  In  Dodyk's 
case,  the  money  was  to  go  back  to  the 
defendant. 

The  conspiracy  of  silence  is  over  in 
this  case.  Through  two  appeals,  Dodyk 
has  argued  that  plaintiff  counsel,  Neil 
Goteiner,  has  enriched  himself  way  out 
of  proportion  to  what  the  class  got. 
Dodyk's  is  not  a  solid  case  by  a  long 
shot,  but  it's  a  curious  one,  casting  the 
defense  in  the  unlikely  role  of  cham- 
pion of  class  victims. 

"The  system  stinks,"  says  the  62 -year- 
old  Dodyk.  "The  class  gets  screwed." 

Dodyk  is  now  asking  the  Supreme 


Silence 


■  OW  MUCH  MONEY  DOES  IT 
I  take  to  satisfy  customers  who 
I  file  a  class  action  against  a  cor- 
I  porate  defendant?  Only  half  as 
I  much  as  it  takes  to  get  rid  of 
ir  lawyers. 

That  is  the  lesson  of  a  bitter  lawsuit 
ting  lawyer  against  lawyer  that  could 
a  hearing  before  the  Supreme  Court, 
issue  is  a  two-year-old  settlement  of  a 
ss  action  against  a  commodities  bro- 
age  in  which  plaintiff  lawyers  were 
inted  a  $13  million  fee,  twice  the  $6.5 
Ilion  that  found  its  way  into  the  pock- 
of  victims.  In  papers  filed  last  month 
|uesting  that  the  fee  be  cut,  the  lawyer 
the  defense,  Paul  Dodyk  of  Cravath 
aine  &  Moore,  has  shed  some  light  on 
ark  secret  of  the  class  action  business: 
intiff  lawyers  sometimes  make  con- 
sions  favorable  to  the  defendant  in 
orn  for  an  agreement  by  the  defense 
keep  its  mouth  shut  while  the  judge 
iews  plaintiff  lawyers'  fees.  The  con- 
sion  has  to  do  with  what  happens  to 
»ney  ostensibly  awarded  to  victims 


Court  to  use  this  case  not  only  to  undo 
this  particular  settlement  but  to  take  a 
hard  look  at  the  whole  process. 

It  needs  a  hard  look.  Plaintiff  lawyers 
sometimes  demand  cash  in  settlements 
while  sticking  the  people  they  represent 
with  noncash  payments,  like  coupons, 
which  are  seldom  redeemed.  Good  deal 
for  the  defendant,  great  deal  for  the 
plaintiff  lawyers,  rotten  deal  for  the  con- 
sumers. A  few  years  ago  lawyers  repre- 
senting air  travelers  in  a  suit  charging 
price  fixing  by  the  airlines  got  $16  mil- 
lion in  fees  while  the  air  travelers  got 
coupons,  worth  a  few  dollars  off  the  next 
several  tickets  purchased.  Critics  say  not 
many  have  used  them. 

A  class  suit  forcing  Bank  of  Boston 
to  return  some  funds  held  in  escrow 
for  mortgage  customers  takes  the  prize. 
Bank  customers  got  quicker  access  to 
money  that  was  eventually  going  to  be 
returned  to  them  anyway.  They  also 
got  a  few  dollars  of  interest.  The 
lawyers,  meanwhile,  got  $8.5  million  in 
fees,  automatically  drawn  from  those 


very  same  escrow  accounts.  Many  cus- 
tomers only  learned  about  the  case 
after  noticing  $100  deductions  on  their 
monthly  statements.  (For  more  detail, 
check  out  overlawyered.com.) 

"These  lawyers  are  getting  more 
brazen,"  says  Lester  Brickman,  a  profes- 
sor at  New  York's  Benjamin  N.  Cardozo 
School  of  Law.  "They  bargain  away  class 
rights  for  a  higher  fee  and  are  virtually 
never  called  to  justice." 

The  story  of  Dodyk  versus  Goteiner 
starts  in  1990  with  the  demise  of  a  com- 
modities broker  called  MultiVest  Op- 
tions. For  years  the  Fort  Lauderdale,  Fla. 
company  got  inexperienced  investors  to 
trade  in  and  out  of  risky  options,  gener- 
ating fat  commissions  for  itself.  Multi- 
Vest  was  owned  by  James  Grosfeld,  a  De- 
troit multimillionaire  and  former  head 
of  home-building  giant  PHM  Corp.  An 
investigation  by  the  Commodities  Future 
Trading  Commission  showed  that  over 
five  years  customers  lost  $120  million,  of 
which  $100  million  were  fees.  MultiVest 
was  eventually  shut  down. 

Enter  Goteiner,  a  partner  at  Farella 
Braun  &  Martel  in  San  Francisco.  He 
filed  a  suit,  Waters  versus  International 
Precious  Metals  (owner  of  MultiVest),  in 
federal  court  in  Florida  on  behalf  of 
20,600  investors,  making  the  usual  fraud 
and  racketeering  claims.  Goteiner  asked 
for  triple  damages,  or  $350  million. 

The  case  came  to  trial  seven  long 
years  later,  in  the  fall  of  1996,  and  soon 
after,  the  two  sides  started  negotiating  an 
out-of-court  settlement.  Dodyk,  repre- 
senting the  defense,  claims  that  plaintiff 
lawyers  suddenly  suspended  talks  in  a  "fit 
of  pique"  and  insisted  they  would  resume 
talks  only  if  Dodyk  agreed  not  to  oppose 
in  court  a  fee  request  for  a  third  of  the 
gross  settlement.  Dodyk  consented. 

In  many  class  action  settlements  all 
the  money  that  doesn't  go  to  the 
lawyers  is  distributed  to  victims,  no 
matter  how  few  claim  payment.  In  this 
case,  though,  the  deal  was  structured  so 
that  any  money  unclaimed  by  eligible 
MultiVest  customers  would  go  back  to 
the  defendant.  The  two  sides  set  the 
total  available  amount  at  $40  million, 
but  since  customers  would  have  to 
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Class  Action 


prove  they  were  entitled  to  the 
money — and  since  it  was  now  12  years 
since  they  first  invested — the  amount 
of  unclaimed  money  was  likely  to  be 
considerable. 

Goteiner  says  he  had  expected  80% 
of  the  class  to  apply,  nearly  three  times 
the  6,000  that  actually  did.  Grosfeld 
ended  up  paying  an  average  $1,200  per 
qualified  claim,  or  $6.5  million  alto- 
gether, plus  $13  million  to  the  lawyer. 

It's  anyone's  guess  as  to  whether 
Goteiner  would  have  made  a  greater  ef- 
fort to  locate  MultiVest  customers  if  his 
fee  had  been  tied  to  amounts  disbursed. 
Goteiner  did  go  to  court  to  force  the  de- 
fense team  to  pay  for  a  high-priced  ser- 
vice to  locate  victims.  It  seems  he  didn't 


payments  to  the  victims,  not  on  gross  fig- 
ures. Goteiner's  fee  was  quadruple  the 
largest,  relative  to  actual  payments,  that 
the  Eleventh  Circuit  had  granted. 
Goteiner  responds  that  a  bigger  fee  was 
justified  because  he  had  done  so  much 
work,  in  the  words  of  the  district  judge, 
"highlighting  the  potential  for  boiler 
room  tactics"  among  commodities  bro- 
kers. He  also  notes  that  the  district  court 
said  Dodyk  had  stated  before  the  feud 
started  that  the  fee  was  "reasonable." 
Dodyk  denies  saying  this. 

In  his  petition  to  the  Supreme  Court 
Dodyk  writes  grandiloquently:  "This 
case  is  an  example  of  a  scheme  plaguing 
the  federal  courts... that  has  never  be- 
fore been  exposed  to  the  light  of  judicial 


One  fee,  two  views.  A  just  reward  for 
"highlighting  boiler  room  tactics"?  Or 
part  of  a  "scheme  plaguing  courts"? 


shirk  his  duty,  though  that  hardly  would 
matter  given  all  the  years  that  had 
passed.  Goteiner  denies  there  was  any 
deal,  tacit  or  otherwise,  in  which  Dodyk 
would  refrain  from  criticizing  a  fee 
based  on  the  gross  settlement  in  return 
for  the  defendant  receiving  most  of  the 
money  back. 

If  few  class  members  got  money,  why 
did  Dodyk  complain?  He  says  he  had  fig- 
ured the  district  court  would  set 
Goteiner's  fee  based  on  the  actual  pay- 
ment to  MultiVest  customers,  which 
would  have  further  cut  the  amount 
Grosfeld  would  have  had  to  pay.  Con- 
gress lias  outlawed  fees  based  on  any- 
thing but  actual  payments  in  securities 
actions.  Though  this  was  a  commodities 
case,  Dodyk  says  the  same  principle 
should  apply. 

Bad  bet.  Goteiner's  $13  million  pay- 
check held  up  in  court.  A  fee  based  on  a 
third  of  the  overall  settlement,  Goteiner 
had  argued,  was  m  line  with  fees  in  a  re- 
cent survey  ot  settlements  in  the  federal 
m's  Eleventh  Circuit,  which  covers 
the  southeastern  U.S. 

I  >odyk  claims  that  every  one  of  the 
2v  tees  in  the  survey  was  based  on  actual 


scrutiny  because  class  counsel  custom- 
arily silence  the  class  and  defendants." 
But  Dodyk  isn't  necessarily  in  this  bat- 
tle to  provide  justice  for  the  downtrod- 
den. His  client,  after  all,  will  get  90  cents 
out  of  every  $1  taken  away  from 
Goteiner. 

If  the  Supreme  Court  does  decide 
to  hear  the  case,  and  then  rejects  the 
fee,  it  would  add  another  distinguish- 
ing mark  to  this  unusual  suit:  the  re- 
lease of  a  defendant  from  a  settlement 
he  freely  negotiated. 

Dodyk's  odds  may  be  long  but  his 
timing  is  good.  His  petition  comes  just 
weeks  before  a  big  class  action  settle- 
ment— American  Home  Products'  $3.8 
billion  settlement  with  diet  pill  cus- 
tomers— is  set  to  go  before  a  federal  dis- 
trict court  in  Philadelphia  for  review. 
Plaintiff  lawyers  want  $429  million  in 
fees  regardless  of  what's  paid  to  class 
members. 

One  possibility:  Congress  steps  in 
with  a  law  covering  all  settlements  in 
federal  courts,  limiting  plaintiff 
lawyers  to  a  percentage  of  whatever 
awards  are  redeemed  by  their  clients. 
But  don't  bet  on  it.  F 


Buying 
Time 

Battered  by 
Microsoft, 
softwaremaker 
Corel  has  bet  the 
farm  on  Linux.  But 
Linux  is  taking  off  ir 
the  server  market- 
not  on  the  desktop. 

BY  CHANA  R. SCH0ENBERGER 

PITY  MICHAEL  COWPLAND.  FC 
years  the  chief  executive  of  O 
tawa-based  softwaremaki 
Corel  Corp.  has  seen  his  $243  millic 
(sales)  firm's  applications  battered  i 
the  marketplace  by  powerful  M 
crosoft.  Between  1996  and  19S 
Corel,  founded  in  1985,  racked  ii 
losses  of  $265  million.  Investors  ha> 
fled  the  stock,  driving  it  down  to  a  r 
cent  $10  from  $44.50  last  Decembe 

Just  as  things  seem  the  darkeA 
Cowpland,  a  dapper  57-year-old  Brl 
has  unveiled  a  bold  new  strategy:  tf 
rollout  of  new  WordPerfect  offi 
software  based  on  the  free  Linux  o 
erating  system.  It's  supposed  to  revr 
Corel  in  its  uphill  battle  again 
Microsoft  Office,  which  has  about 
90%  market  share  in  word  proces 
ing/spreadsheet  suites. 

Corel  will  give  away  its  version 
the  operating  system  but  charge  cu 
tomers  for  support  and  for  applic 
tions  like  WordPerfect  and  Core 
Draw,  a  popular  graphics  prograr 
Cowpland  then  hopes  to  use  tl 
Linux  system  in  a  new  generation 
so-called  Internet  appliances,  like  tl 
futuristic,  keyboard-equipped  a 
phones  that  can  surf  the  Web.  The 
gadgets  will  need  an  embedded  ope 
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I  der  fire:  Michael  Cowpland  has  run  Corel 

I  ng  system  to  run  programs  like  Web 
nwsers  and  text  editors,  although  the 
i  ;r  will  never  see  it. 

I  In  five  years  Corel  hopes  to  reap  50% 
|  its  revenues  from  Linux  applications. 
I  his  is  the  year  when  Internet  appli- 
es are  going  to  take  off,"  Cowpland 
licucts. 

I  His  plan  has  its  backers.  "Linux  is  be- 
Ining  popular  more  rapidly  than  we 
|>ected,  and  Corel  has  positioned  itself 
pe  in  the  middle  of  that,"  says  Daniel 
I  Kusnetzky,  vice  president  of  system 
Itware  research  at  Framingham,  Mass.- 
ledlDC. 

I  But  this  isn't  the  first  time  that  Cow- 
I  nd  has  come  up  with  a  grand,  new 
litegy  to  revive  the  also-ran  applica- 
lis  company.  Three  years  ago  (FORBES, 
|r.  £1,  1997)  he  was  rebuilding  Corel 

I  und  the  software  fad  of  that  day,  Java, 

II  what  did  that  do? 

"The  fact  that  Corel  is  offering  an 
I  ce  suite  of  products  does  not  change 
I  marketplace,"  says  Michael  Garten- 
l'g,  a  vice  president  at  the  Gartner 
I  >up  in  Stamford,  Conn.,  whose  firm 
l»jects  Linux  in  2005  will  have  only 
I  of  the  desktop  operating  systems 
■  rket. 

I  Even  Linux  stalwarts  think  the  desk- 
I  is  a  backwater  compared  to  the  server 
I  rid,  where  Linux  has  taken  a  com- 
Inding  35%  market  share,  up  from 


since  1985,  but  now  faces  his  biggest  challenge 

only  15%  two  years  ago.  "It's  inconsis- 
tent with  our  business  model  of  making 
money,"  sniffs  Matthew  Szulik,  president 
and  chief  executive  of  Red  Hat,  Inc., 
which  sells  a  different  Linux-based  op- 
erating system. 

The  reason  Linux  has  such  a  small 
market  share  in  the  of- 
fice desktop  market  is 
the  tiny  number  of  ap- 
plications available  for 
the  operating  system. 
Programmers,  in  turn, 
are  reluctant  to  develop 
desktop  software,  or 
rewrite  existing  Win- 
dows software,  for  a 
platform  with  so  few 
adherents.  This  vicious 
cycle  is  not  something 
that  Corel  can  overturn 
on  its  own. 

And  consider  Corel's 
complete  office  suite  for 
Linux,  which  appeared 
on  shelves  in  April,  re- 
tailing for  $109  and  up. 
WordPerfect,  with  35 
million  users  worldwide, 
has  a  loyal  following 
among  lawyers  and 
other  niche  markets.  A 
basic  Linux  version  of 
the    word    processing 


Another  Microsoft 
Casualty 

Corel  has  gone  head-to-head 
with  Microsoft  for  years, 
unsuccessfully.  Now  it's  bank- 
ing on  Linux  to  save  the  day. 


Value  of 
office  suite  software  sold 
in  February. 

Microsoft  Office's 
share  of  February  sales  by 
number  of  units. 

Corel's  share  of 
February  office  suite  sales 
by  number  of  units. 

Microsoft's  share 
of  February  office  suite 
sales  by  dollars. 

Corel's  share  of 
February  office  suite  sales 
by  dollars. 


Source:  February  sales  figures  from  PC  Data 


program  has  been  available  for 
free  download  since  1998.  For 
now,  Corel's  Linux  competition 
includes  the  little-known  StarOf- 
fice  suite  from  Sun  Microsystems 
and  Applixware  from  Applix.  But 
Microsoft  Office  is  everywhere 
else.  lust  about  anytime  a  Word- 
Perfect fan  sends  an  attached 
document  outside  his  own  com- 
pany, the  recipient  is  going  to  be 
a  Microsoft  Word  user. 

There's  a  long-shot  hope  for 
Linux- flavored  applications.  If 
the  Department  of  Justice  forces 
Microsoft  to  spin  off  its  applica- 
tion division,  that  division  might 
start  selling  Linux  versions  of  its 
programs  and  legitimize  Corel's 
move.  A  lot  of  ifs  there. 
To  further  its  Linux  presence, 
Corel  announced  in  February  its  $2.4 
billion  merger  with  Inprise/Borland 
Corp.,  a  publicly  traded  Scotts  Valley, 
Calif,  company  that  makes  software  de- 
velopment tools.  Cowpland  insists  the 
merger  will  go  through  despite  Corel's 
poor  first-quarter  results:  a  loss  of  $12 
million  on  sales  of  $44 
million. 

If  all  this  weren't 
enough,  Cowpland  is 
facing  insider  trading 
charges  filed  by  the  On- 
tario Securities  Com- 
mission relating  to  stock 
sales  made  by  his  per- 
sonal holding  company 
three  years  ago.  A  trial  is 
scheduled  to  start  at  the 
end  of  the  year. 

The  real  question 
about  Corel  is  whether 
a  business  can  make 
money  off  an  operating 
system  that  anyone  can 
pluck  right  off  the  In- 
ternet. Cowpland  is  op- 
timistic, saying  the 
company  made  money 
selling  Windows  soft- 
ware to  consumers. 

But  do  you  really 
need  WordPerfect  on 
your  cell  phone?  F 
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You  may  wonder  if  you 


really  have  Accord  potential. 
But  we  believe,  within  every 
person  is  a  handsome,  strong 

Honda  Accord.  What  can  I 

THE    ACCORD    COUPE 
do,  you  ask,  to  unleash  this 

IT'S  ONE  POWERFUL  CAR 

inner  Accord-ness?  Here  is  a 

surefire  technique.  Practiced 
by  many  professional  athletes 
and  top  executives,  it's  called 


visualization.  You  simply  close 


your  eyes  and  picture  yourself 


as  the  I  londa  Accord.  Yfou  are 


a  leader.  Ybu  are  in  control. 


Yui  are  dependable.  Ybu  w  ill 


become  more  like  the  \t 


ever}  day  Try  it.  It  works! 


iHONDA 


Develop  an  Accord  attitude!  Call  1-800-33-1 IOX1  )A  or 

trvw  ww.honda.com  todav!  ©WW  Wrion  Honda  Motori  a.  Inc. 


Telegrab 

How's  this  for  chutzpah? 
New  York  is  taxing  people 
who  live  and  work  in  other 
states  on  the  theory  that 
they  could  have  worked 
in  New  York. 


BY  PETER  SPIEGEL 

FOR  THE  PAST  12  YEARS  BOND 
derivatives  expert  Kenneth 
Phillips  has  worked  out  of  an 
elaborate  home  office  in  New 
Hope,  Pa.  For  seven  of  those 
years  he  was  on  the  payroll 
of  Lehman  Brothers,  which 
paid  for  his  25  phone  lines, 
computers  and  fax  ma- 
chines. Although  he  spent 
most  of  his  time  in  the  home 
office,  Phillips  would  some- 
times meet  colleagues  in 
New  York.  So,  for  tax  pur- 
poses, he  meticulously 
tracked  where  he  spent  each 
of  his  workdays.  When  it 
came  time  to  pay  his  nonres- 
ident New  York  taxes, 
Phillips  reported  a  propor- 
tionate share  of  his  total  in- 
come as  New  York  income. 
That  proportion  hovered 
around  40%. 

Sounds  pretty  straightfor- 
ward, right?  Not  in  the  Em- 
pire State.  In  December  an 
appellate  panel  of  New  York 
judges  ruled  that  Phillips  has 
to  pay  New  fork  income  t.i\ 
on  all  his  earnings,  even 
though  he  isn't  a  New  York 
resident.  Including  interest,  the  bill  for 
three  years  of  back  taxes  at  issue 
1-1993)  totaled  $64,900. 
I  low  could  New  York  levy  taxes  on 
income  Phillips  earned  while  li\  ing  and 
working  in  Pennsylvania?  The  tax  man 


claimed  that  Phillips  was  work- 
ing in  New  Hope  only  for  his 
own  convenience,  not  out  of  any 
"employer  necessity."  In  other 
words,  Phillips  could  have 
worked  in  New  York  if  he 
wanted  to,  so  he  was  going  to  get 
taxed  in  New  York  regardless. 

"Almost  any  company  in 
the  world  can  provide  an  em- 
ployee with  facilities  in  New 
York  if  they  have  offices 
there — or  even  if  they  don't," 
says  Eli  Uncyk,  Phillips'  New 
York-based  attorney. 

Could  have,  would  have. 
Where  does  New  York's  taxing  power 
end?  The  U.S.  government  has  offices  in 
Federal  Plaza  in  Manhattan.  Bill  Clinton 
doesn't  work  there,  but  he  could.  Does 
that  mean,  for  any  of  the  days  Clinton 
works  out  of  his  home — the  White 


House — New  York  can  grab  a  piece  ( 
his  salary?  Stephen  King  works  out  of 
home  in  Maine,  but  delivers  manuscrip 
to  a  publisher  in  New  York.  Gee,  if  r 
lived  right  in  Manhattan  he  could  sax 
the  postage.  Does  that  make  his  incorr 
taxable  by  New  York? 

For  a  long  while  New  York  has  tu; 
sled  with  employees  who  commute  int 
the  state  when  they  are  at  the  company 
main  office  but  also  do  a  fair  amount 
traveling.  If  they  keep  track  of  their  ou 
of-state  assignments,  they  get  a  propoi 
tionate  reduction  of  their  New  York  stai 
income  tax.  The  problem  comes  whe 
one  of  these  travelers  gets  permissio 
from  his  employer  to  work  at  home.  Ne 
York  wants  to  count  those  days  as  Ne 
York  days,  not  out-of-state  days. 

But  with  the  growing  number  c 
telecommuters,  employees  who  travel  t 
work  only  via  the  Internet  are  gettir 
caught  in  the  same  tax  we 
"You  need  to  prove  that  yo 
were  not  working  from  hon 
for  convenience,"  sa) 
Richard  Goldstein,  a  senic 
manager  at  KPMG  in  Ne 
York.  "That's  a  very  difficu 
burden  to  show.  It's  almo; 
impossible." 

Mark  Annitto  is  an  env 
ronmental  specialist  wh 
used  to  commute  to  Cit 
corp's  offices  in  New  Yor 
City  from  his  home  in  Ea 
Hampton,  Conn.  Citicor 
asked  him  to  be  one  of  tr 
first  participants  in  its  Alte 
native  Workplace  Strateg 
Program — an  effort  to  low( 
Citicorp's  costs  by  havin 
Annitto  and  other  emplox 
ees  work  in  their  home  o 
fices  four  days  a  week  an 
report  to  a  "hotel"  offi< 
once  a  week. 

In  1996  the  New  York  ta 


"You  need  to  prove  that  you  were  not 
working  from  home  for  convenience. 
Its  almost  impossible." 
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AYBE   IT  S  TIME   FOR  A  CHANGE. 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high-quality 
personal  retirement  annuities,  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  company  whose  customer 
service  reputation  Barron's  calls,  "top-of-the-line"?*  For  more  information 
about  TIAA-CREF's  products  and  services,  including  charges  and  expenses, 
or  mutual  fund  and  personal  annuity  prospectuses,  call  800  226-0147. 
Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 
those  who  shape  it. 


ETIREMENT  INSURANCE 


MUTUAL    FUNU5 


TRUST   SERVICES 


TUITION    FINANCING 


ibility  subject  to  state  approval.  *  Source:  Barron's,  January  1999.  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  distributes  CREF  certifi- 
nd  interests  in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services,  Inc.  distributes  the  variable  component  of  the  personal  annuities. 
REF  Mutual  Funds,  and  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities.  TIAA-CREF  Trust 
ny.  FSB  provides  Trust  Services  ©  2000  TIAA-CREF  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 


8  0  0    2  2  6-0147 

www.tiaa-cref.org 


TfiteRommuter  Tax 


department  issued  an  advisory  opinion 
telling  Annitto  that  he  had  to  pay  state 
taxes  on  all  his  income,  since  his  work 
"could  have  been  performed  at  Citicorp's 
New  York  City  office."  What  about  the 
fact  that  Annitto  no  longer  had  a  per- 
manent office  in  New  York?  "It  is  not  suf- 
ficient that  the  employer  does  not  ac- 
commodate the  employee's  work  at  the 
employer's  office,"  the  collectors  ruled. 
Annitto  doesn't  have  as  much  at 
stake  as  Phillips.  That's  because  Con- 
necticut, unlike  Pennsylvania,  has  a  stiff 
income  tax;  people  who  commute  from 
homes  in  Connecticut  to  jobs  in  New 
York  pay  the  higher  of  the  two  income 
tax  bills  but  don't  pay  twice,  notes 
Nicholas  Nesi,  a  state  and  local  tax  part- 


ner at  BDO  Seidman.  Residents  of  no- 
tax  or  low-tax  states,  however,  have  a  lot 
to  lose  if  New  York  can  reach  over  its 
borders  to  snare  them. 

So  far  New  York's  expansive  theory 
of  taxation  hasn't  yet  spread  to  Califor- 
nia, but  it  may  be  only  a  matter  of  time. 
Telecommuting  is  infinitely  more  feasi- 
ble than  it  was  just  a  decade  ago,  and 
high-tax  states  stand  to  lose  a  large 
chunk  of  their  revenues  from  the  prac- 
tice. Not  just  novelists,  but  magazine  il- 
lustrators, money  managers,  program- 
mers, management  consultants,  PC  sales 
representatives,  insurance  brokers,  Web 
site  designers,  radio  station  owners,  golf 
course  designers  and  book  translators 
can  hang  their  hats  anywhere  that  is 


convenient,  and  convenience  oft< 
means  picking  a  state  that  happens  n 
to  have  a  high  income  tax. 

So  far  as  we  know,  New  York's  tax  d 
partment  has  not  yet  tried  to  hit  up  Pre 
ident  Clinton  for  tax  on  money  1 
earned  while  working  in  the  Whi 
House,  and  it  does  not  go  after  freelan 
authors  and  illustrators  who  have  or 
occasional  contact  with  the  state.  But 
the  Phillips  decision  is  upheld  on  appe 
to  the  New  York  Court  of  Appeals,  whe 
attorney  Uncyk  has  taken  it,  there  coi 
be  hell  to  pay.  If  New  York  can  fully  t 
someone  who  is  there  only  40%  of  i 
time,  what's  to  stop  it  from  going  aft 
an  at-home  worker  who  is  there  or 
four  days  a  year? 


Down 
to  Earth 

Wonder  of  wonders: 
Some  global  satellite 
telecom  networks 
can  actually  make  a 
profit.  Take  Inmarsat, 
for  example. 

BY  RICHARD  HELLER 

IT'S  HARD  TO  IMAGINE  A  RISKIER 
business  than  satellite  telephony. 
Of  the  four  mobile  satellite  services 
companies  now  active,  two,  Iridium 
and  ico  Global  Communications,  are 
in  bankruptcy  proceedings.  The  third 
is  Bernard  Schwartz's  Globalstar, 
which  only  hesitantly  began  opera- 
tions out  of  Silicon  Valley  at  the  end 
of  1999. 

Undaunted  by  the  high  failure  rate, 
the  fourth  player,  London-based  In- 
marsat, plans  to  sell  a  substantial  por- 
tion of  its  shares  to  the  public  next 
year.  Memories  of  Iridium's  financial 
implosion  in  August  w  ill  staj  fresh,  so 
why  would   anybody  want    to   buy 


shares  in  a  satellite  telecom  provider? 
"We're  different,"  declares  Michael 
Storey,  Inmarsat's  chief  executive.  "For 
one  thing,  we're  not  a  startup;  we've 
been  in  action  for  years." 

Twenty-one  years,  to  be  precise. 
Inmarsat  began  life  as  a  cooperative 


No  bird  bath:  Inmarsat's  Michael  Stop 


Venture  of  64  governments  to  provii 
satellite  communications  for  shi 
(26%  of  the  world's  larger  mercha 
vessels  now  use  Inmarsat).  In  Api 
1999  it  became  a  business  corpor 
tion.  And  thanks  to  its  pedigree,  I: 
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THIS    IS    FOR    ALL    THOSE    PEOPLE    WHO    ASK    US    WHAT    WE    MAKE. 
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BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  AT  BASF,  THE  KEY  TO  OUR 
SUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
GLOBAL.  IN  CHEMICALS,  HEALTH  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE  NOT  ONLY 
POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL  OF 
WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 


SnmarsaL 


marsat  enjoys  the  richest  set  of  part- 
ner-shareholders of  anyone  in  this 
don't-try-it-alone  business:  British 
Telecom,  Deutsche  Telekom,  Telecom 
Italia,  Japan's  KDD,  and  so  on.  The 
biggest  holder  is  Comsat,  the  original 
satellite  venture. 

Inmarsat  hasn't  published  demand 
projections,  but  at  current  rates  of 
growth  the  number  of  customers 
would  rise  from  183,000  at  the  end  of 
last  year  to  about  500,000  four  years 
hence.  If  each  customer  were  to  spend 
the  same  amount  in  2003  that  is  spent 
now  ($2,200),  revenues  would  in- 
crease from  $406  million  in  1999  to 
$1.1  billion. 

That's  a  drop  in  the  telecom 
bucket  but  a  tolerably  profitable  one. 
Pretax  profits  on  operations  totaled 
$119  million  last  year — although  this 
was  exceeded  by  a  $150  million  write- 
down of  a  1995  investment  in  ICO 
Global. 

The  business  plan:  to  provide  tele- 
com services  to  those  parts  of  the 
world  where  wireless  or  fixed-line  ser- 
vice doesn't  really  exist — equatorial 
Africa  and  the  upper  reaches  of  the 
Amazon,  for  example — or  where  it's 
inadequate,  as  in  many  areas  of  Africa, 
India  and  Latin  America. 

Says  Storey:  "We  are  not  trying  to 
compete  directly  with  the  terrestrial 
nets,  as,  for  example,  Iridium  tried  to 
do.  Our  initial  goal  is  to  complement 
both  the  fixed-line  infrastructure  and 
wireless  configurations  like  Vodafone 
AirTouch." 

He  certainly  has  a  keen  sense  of  the 
competition  he's  up  against.  Before 
joining  Inmarsat,  he  spent  seven  years 
at  MCI  WorldCom,  most  recently  as 
executive  vice  president  of  its  Euro- 
pean operations.  A  57-year-old  Brit, 
he  earned  an  M.B.A.  at  the  University 
of  Chicago  and  then  worked  for  Booz, 
Allen  &  Hamilton,  the  management 
consultancy. 

"Sophisticated  entrepreneurial  ac- 
tivity is  going  on  in  remote  areas,  a^\ 
it  needs  husiness-to-business  telecom- 
munications services,"  Storey  says. 

I.uget  customers  include  petro- 
leum companies  drilling  in  remote  lo- 


cations, long-haul  trucking  companies 
and  transoceanic  airlines  (for  their 
passengers).  Other  potential  clients  in- 
clude staff  of  apparel  companies  that 
need  to  monitor  suppliers  in  develop- 
ing countries  and  food  companies 
with  factories  in  remote  areas.  Cus- 
tomers pay  $2.50  a  minute  on  average 
for  voice  calls,  not  uncompetitive  with 
cell  phone  rates  that  run  $2  to  $4  a 
minute  for  international  calls  from 
remote  places.  Inmarsat  handsets 
weigh  about  4  pounds  and  resemble  a 
small  laptop  computer. 

Unlike  Globalstar,  which  has  52 
satellites  aloft,  and  Iridium,  with  66, 
Inmarsat  has  only  9  satellites  in  orbit. 
That  keeps  administrative  costs  lower. 
Yet  Inmarsat's  birds  cover  almost  the 
entire  world  from  geosynchronous  or- 
bits 22,500  miles  up.  In  contrast,  Irid- 
ium's satellites  are  in  low  earth  orbit 
and  ICO  Global  planned  a  network 
somewhere  in  the  middle. 

A  drawback  of  geosynchronous 
satellites:  Their  distance  from  Earth 
means  their  signals  come  in  very 
weakly.  Inmarsat  has  overcome  this  by 
boosting  and  focusing  the  power  of 
successive  generations  of  satellites. 
The  latest  generation  (the  fourth), 
costing  $1.4  billion  and  due  to  enter 
service  by  2004,  will  have  100  times 
the  signal  strength  of  the  third  gener- 
ation. Data  transmission  will  be  be- 
tween two  and  seven  times  as  fast  as 


►  By  the 

Orbiter  Origins 

Inmarsat  and  its  competitors  seek  to 
build  on  these  space  milestones. 


Soviet  Union  sends  up  Sputnik  I,  first 
artificial  satellite  to  be  placed  in  orbit. 


Communications  Satellite  Corporation 

(COMSAT)  launches  Early  Bird,  first 

commercial  communications  satellite. 


sa 


NASA  debuts  Advanced 

Communications  Technology  Satellite 

(ACTS),  first  broadband  bird. 

Source:  Lloyd  Wood.  University  of  Surrey. 


on  generation  three. 

At  the  same  time  it  pursues  tl 
traveling  business  user,  Inmarsat 
also  entering  the  field  of  fixed  sate 
lites  ("fixed"  refers  to  the  custom* 
not  the  satellite). 

In  February  1999  Inmarsat's  holt| 
ing  company  acquired  the  needt 
technology  from  a  Scottish  firm  ar1 
created  a  wholly  owned  subsidia: 
that  will  handle  broadband  transmi 
sions  to  and  from  Earth  stations  s: 
up  for  such  customers  as  oil  comp 
nies,  ocean  shippers  and  government 
The  operation  will  charge  for  airtin 
used,  in  contrast  to  Greenwich,  Cl 
based  PanAmSat,  which  leas 
channels  on  a  satellite  for  six  montl 
at  a  time. 

The  Inmarsat  unit  also  envisions  s< 
ting  up  phoning  stations  in  remote  Thi 
World  villages  where  residents  cou 
queue  up  for  service.  A  smaller  compe 
tor,  the  $27  million  (1999  revenues)  tel 
com  unit  of  San  Diego  defense  contra 
tor  Titan  Corp.,  has  rolled  out  its  ov 
such  service  in  El  Salvador,  Guatema 
and  Benin. 

And  where  would  anyone  conter 
plating  a  stock  offering  be  without 
business-to-business  e-commer 
play?  Inmarsat  is  investing  $70  m 
lion  in  a  venture  to  permit  maritin 
customers  to  extend  their  ship  ma 
agement  systems  to  shore-based  su 
pliers,  with  access  through  a  sing 
Web  site.  In  March  Inmarsat  boug 
Rydex  Industries  of  Canada, 
provider  of  wireless  e-mail  and  da 
communications  systems  for  the  ma 
itime  industry. 

Despite  Iridium's  catastrophic  fa 
ure,  the  satellite  business  is  attracti) 
new  players.  Craig  McCaw  and 
group  of  international  investors  a 
trying  to  set  up  a  global  satellite  n< 
work  named  Teledesic,  an  estimat 
$9  billion  project  that's  due  to  ent 
service  in  2004. 

Is  he  worried  about  the  myth 
McCaw?  Storey  is  matter-of-fai 
"We're  following  the  market,  not  t 
dream."  After  Iridium's  hype,  I 
marsat's  down-to-earth  approa- 
might  be  just  the  right  antidote. 
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1-800-GET  ADVICE  americanexpress.com 


At  American  Express,  we  measure  the 
quality  of  financial  advice  we  provide 
our  clients.  And  we  work  hard  to  ensure 
that  the  financial  plan  we  prepare 
meets  your  approval.  We  deliver  clear 
recommendations  that  can  be  acted  upon 
and  regular  reviews  that  show  progress 
toward  your  goals.  So  you  can  enjoy  the 
confidence  and  satisfaction  that  come 
from  working  with  a  company  that  has  over 
100  years  of  investment  experience.  At 
American  Express,  our  financial  advisors 
are  dedicated  to  helping  you  do  more. 


How  do  you  know 

you're  getting  the 

right  financial  advice? 


American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC  American  Express  Company  is  separate  from  American 
Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2000  American  Exp^s^nnancia^Como^tion^Allricihts  reserve 


Backseat  Driver  By  Jerry  Flint 


Dumb  and  Dumber 


SOMETIMES  I  FEAR  THAT  THE  GERMANS  WILL 
conquer  the  world  with  their  beautifully  machined 
automobiles.  Then  they  get  dumb,  and  I  feel  safe 
again.  The  latest  example  is  DaimlerChrysler, 
which  is  buying  a  third  of  Mitsubishi.  Daimler- 
Chrysler  is  profitable,  making  lots  of  money  in  luxury  cars 
and  big  trucks.  Mitsubishi  is  a  loser — in  Japan,  in  America 
and  around  the  world,  with  many  billions  in  debt. 

What  could  the  Germans  possibly  get  in  buying  Mi- 
tsubishi? More  small  cars?  Daimler  is  already  losing  money  on 
two  small  cars  it  is  building,  the  tiny  Smart  (a  major  disaster) 
and  the  Class  A  (a  disappoint- 
ment). That's  a  moneylosing 
and  overcrowded  market. 

Another  case:  BMW,  which 
makes  the  most  desired  cars  in 
the  world.  It  is  selling  every 
one  of  those  new,  made-in- 
South-Carolina,  sports  activi- 
ties vehicles  it  can  make,  the 
X-5,  at  $55,000  a  copy.  BMW's 
gross  margin  (8.5%)  is  among 
the  highest  in  the  industry, 
and  it  makes  a  couple  billion 
dollars  a  year  on  those  BMWs. 

Yet  for  some  reason,  it  be- 
lieves it  must  build  cheaper 
small  cars.  Six  years  ago  it 
bought  British  Rover.  As  we 
all  now  know,  that  didn't  work  out,  and  BMW  recently  sold 
the  business  to  Ford  and  Alchemy  Partners,  a  British  ven- 
ture capital  firm.  BMW  lost  billions  of  dollars  and  fired  its 
best  executives. 

But  BMW  still  hasn't  learned  its  lesson.  It's  still  planning 
a  low-end  line,  the  BMW  2  Series,  although  profits  are  thin  or 
nonexistent  and  the  market's  overcrowded. 

Then  there  is  Volkswagen.  VW  makes  great  small  cars  and 
great  middle-price  cars,  like  the  Audis.  Volkswagen  also 
bought  (the  previous  management  bought,  it  might  be 
noted)  now-growing  operations  in  Czechoslovakia  (Skoda) 
and  Spain  (Seat). 

But  the  grass  is  always  greener,  so  to  speak,  and  VW  is  de- 
termined to  crowd  into  BMW's  and  DaimlerChrysler's  end 
of  the  business. 

So  VW  will  spend  billions  of  dollars.  It  bought  Rolls- 
Royce  (then  learned  that  it  didn't  buy  the  name),  Bendey, 
Lamborghini  and  the  Bugati  name.  It's  even  tooling  to  build 
a  very  big,  expensive  (ten  cylinders,  I  hear)  Volkswagen.  Will 


ar 


What's  with  the 
German  carmak- 
ers? They  engi- 
neer some  of  the 
world's  best  auto- 
mobiles. But  then 
they  make  busi- 
ness decisions 
that  defy  logic. 


people  really  want  expensi 
Volkswagens,  when  they  ca 
have  expensive  BMWs 
Mercedes-Benzes? 

Why    does    Volkswage 
want    to    compete    in 
$80,000  to  $200,000  pri 
bracket?  My  guess:  It's  part 
the  vendetta  that  Ferdinar 
Piech,  the  chief  executive 
VW,   has   been   conductii 
against  Daimler.  If  Daim 
invades  VW  territory  with  its  Smart,  Piech  retaliates  with 
equally  foolish  investment  in  the  luxury-car  business. 

One  not-so-dumb  move:  Porsche,  the  great  sports  c 
maker,  is  going  to  build  a  sport  utility  vehicle,  a  super-  Jee 
Porsche  is  going  where  its  customers  are  going,  and  it 
worth  a  shot. 

Yes,  these  Germans  would  be  truly  dangerous  but  for  tl 
strange  desire  to  conquer  new  lands. 

Americans  do  strange  things,  too.  General  Motors,  i 
example,  has  an  "alliance"  strategy,  picking  up  shares  of  se 
ond-  or  third-tier  vehicle  makers.  So  it  has  a  piece  of  Suzu 
a  piece  of  Subaru,  a  big  piece  of  Isuzu  (all  Japanese)  and  h 
just  traded  5%  of  its  own  shares  for  20%  of  Italian  Fiat 

They  tell  us  they  will  save  billions  of  dollars  with  cor 
mon  parts  and  common  systems.  And  if  you  believe  th 
have  I  got  a  bridge  to  sell  you. 

GM  tried  this  global  strategy  with  Saturn.  Years  ago  it  b 
came  clear  that  Saturn,  which  was  selling  only  one  c< 
needed  another,  bigger  model.  GM  leaders  insisted  o 
global  solution,  meaning  Saturn  could  have  a  second  ai 
bigger  car  only  if  it  used  a  global  (meaning  German)  ch 
sis — that  is,  one  designed  by  Opel. 

Never  mind  that  Saturn  had  to  rework  the  German  enj 
neering,  spending  more  money  and  time  than  it  would  ha 
designing  a  new  Saturn  from  scratch.  The  result  is  a  n 
$20,000  car  that  at  the  moment  is  selling  at  only  one-thi 
the  projected  rate. 

What  about  entry  into  the  Japanese  market?  Ford  boug 
into  Mazda  in  1979,  21  years  ago.  GM  bought  into  Isuzu 
1971,  29  years  ago,  and  into  Suzuki  in  1981, 19  years  ago. 
my  knowledge  these  have  yet  to  pay  off.  How  long  do  y( 
think  it  will  take  Mitsubishi  to  pay  off  for  Daimler?  I  learn 
in  arithmetic  class  that  anything  times  zero  still  is  zero. 


□ 


Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the 
automobile  industry  since  1958.  Visit  his  forum  at  our  Web  sib 
www.forbes.com/flint. 
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In  Sonoma,  California's 

premier  wine  growing 

region,  Gina  makes  wines 

that  are  earning 

international  awards 

like  these: 


1998 

Winery  of 
the  Year 

San  Francisco  Intl  Wine  Competition 

2.600  wines  entered 
from  over  600  wineries 


Wine    Spectator 

"Best  Buy" 

Calijornias  highest  rated  1997 
L-hardonnay  under  $13 

Kjallo  of  Sonoma 
1997  Russian  River  Cnardonnay 


GAUUO       SONOMA 

SONOMA    COUNTY 

',1^^_  Qfiardonnay 
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Should  have  talked  to 
IBM  Global  Services  here. 


Toy  company  plans 

launch  of  eagerly  awaited 

Robo  Beast.' 


Company  increases  automated 
call  center  capacity. 


100%  of  them  cannot 
be  printed  here.     - 
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Company  adds  mo 
and  new  database 


50°o  use 
expletives. 


The  View  de\ 
segment  to  F 


60°o  of  customers 
hang  up. 


Callers  flood  Robe 
phone  lines 


Customers  are  put  on 
hold  for  35  minutes. 


Operators  can  accept  orders 
but  can't  process  billing  information. 
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BY  DYAN  MACHAN 


The  Heart  Doctor 
Discovers  Love 

Dean  Ornish  has  made  a  career  connecting  cardiovascular  health  to 
diet  and  exercise.  Now  he  adds  intimacy  to  the  prescription. 


I  AM  NOT  THE  FOOD  POLICE,"  SWEARS  DR.  DEAN  ORNISH,  THE 
bestselling  author  and  advocate  of  ultra-low-fat  diets  to  com- 
bat heart  disease.  Ornish,  46,  and  his  wife,  Molly,  38,  recendy 
joined  us  for  lunch.  This  is  no  vegetarian  hangout;  it's  a  Swiss 
restaurant  featuring  things  like  veal  in  cream  sauce.  So  we  feel 
self-conscious  even  before  the  menus  arrive. 

Ornish  scans  the  menu  and  sighs  in  exasperation.  He  asks 
the  waiter  if  the  chef  can  prepare  steamed  vegetables. 

Then  he  recalls  his  salad  days,  excuse  the  expression,  in  the 
mid-1970s  as  a  student  at  Baylor  College  of  Medicine  in  Hous- 
ton. "We'd  cut  people  open,  we'd  bypass  the  blocked  arteries. 
The  patients  would  get  home,  eat  the  same  foods,  smoke,  not 
manage  stress,  not  exercise  and,  more  often  than  not,  the  bypass 
would  just  clog  up."  In  1990  Ornish  published  a  study  that 
concluded  heart  disease  was  not  only  preventable  but  can  be  re- 
versed with  drastic  lifestyle  changes,  including  his  low-fat  diet. 

"My  program  is  not  about  sacrifice,"  says  Ornish.  "It's  a 
matter  of  replacing  something  bad  for  you  with  something 
better."  He  tells  how  he  was  asked  on  Politically  Incorrect  why 
people  would  go  on  a  regimen  in  which  they  can't  smoke,  can't 


get  drunk,  can't  eat  cheeseburgers  and  have  to  go  out  of  the 
way  to  avoid  stress.  What  can  they  do  that's  fun?  Ornish's  rep 
"Well,  have  sex.  Because  eating  a  high-fat  diet,  undergoing  t( 
much  stress  and  over-drinking  leave  many  men  tired,  letharg 
depressed  and  impotent.  How  much  fun  is  that?" 

Back  at  lunch  Ornish  continues:  "For         Replacing 
me,  great  sex  is  better  than  a  cheeseburger.       foods  with  son 
It's  not  a  hard  choice."  Molly  stifles  a  yawn.       tninS  better:  * 

Ornish  dedicated  his  latest  book,  Love 
and  Survival,  to  Molly,  whom  he  married  in  1998  and  cred 
with  changing  his  life.  In  it  he  states  that  love  and  intimacy  < 
among  the  most  powerful  factors  in  health  and  illness,  ev 
though  they  are  mosdy  ignored  by  the  medical  profession. 

Easy  for  you  to  say,  Dr.  Ornish;  you  have  Molly. 

Ornish  accuses  me  of  not  reading  chapter  three,  whicr 
true.  In  it,  he  writes  his  personal  story.  At  19  he  was  depres; 
and  suicidal.  There  ensued  a  long  journey  to  that  day  when 
could  open  his  heart  to  love.  Mildly  scolding,  he  continues, 
you  had  read  chapter  three,  you'd  know  it's  not  about  find 
the  right  person,  it's  about  being  the  right  person,  who 


Food  Fight 

DRS  DEAN  ORNISH  AND  ROBERT  ATKINS  could 
not  be  more  opposed  if  they  were  throwing 
tomatoes  at  each  other.  To  Ornish,  the  spir- 
itual leader  of  low-fat,  plant-based,  high 
carbohydrate  diet,  fat  is  the  enemy. 

To  Atkins,  the  proponent  of  a  high-pro- 
tein, low-carbohydrate  diet,  fat  is  our 
much-maligned  friend.  Guess  who  sells 
more  books?  Atkins  has  more  than  10  mil- 
lion copies  of  his  books  in  print.  Ornish  tells 
us  he  has  sold  many  fewer  but  won't  cough 
up  the  numbers,  and  he's  asked  his  pub- 
lisher not  to  release  them,  because  he  says 
they  could  hurt  his  research  fundraising. 
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"Atkins  makes  me  want  to  pull  out 
what's  left  of  my  hair,"  Ornish  says.  He 
says  the  Atkins  diet  is  scientifically  un- 
proven,  hazardous  to  your  health,  and— 
here  comes  the  nasty  part— absolute  hell 
on  your  sex  life.  "Eating  pork  rinds  and 
sausage  is  a  good  way  to  sell  books  but 
it's  irresponsible,"  scolds  Ornish.  Sour 
grapes,  anyone? 

In  a  recent  debate,  sponsored  by  the 
Department  of  Agriculture,  Ornish  con- 
cedes people  lose  weight  on  the  Atkins 
diet  because  they  are  cutting  out  sugar 
and  processed  foods.  But  by  eating  so 
much  protein,  he  says,  they  are  mortgag- 
ing their  health  in  the  future.  He  ticks  off 
the  many  problems  he  claims  the  Atkins 


diet  can  cause:  kidney  ailments, 
creased  chances  for  breast  and  pro; 
cancers— to  say  nothing  of  hair  loss, 
breath  and  constipation.  And  here's 
clincher.  Viagra  is  one  of  the  most  po 
lar  drugs  of  all  time,  he  says,  "beca 
[sexual  dysfunction]  is  a  big  probler 
this  country.  A  number  of  studies  h 
shown  that  when  you  eat  a  high-fat,  hi 
animal-protein  diet,  it's  not  just  y 
heart  that  gets  less  blood  flow, 

Some  of  those  allegations  are  unt 
responds  Atkins.  And  he  counters  thai 
would  have  done  more  research,  "bin 
not  as  good  a  fundraiser  as  [Ornish] 

Atkins  suggests  Ornish's  high  ca 
hydrate  diet  has  its  health  problem 
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III  raise  triglycerides  and  lower  HDL,  the 
Hod  cholesterol,  which  puts  people  at 
Igh  risk  for  heart  attacks.  Dr.  Barry 
I  ars,  who  was  at  the  debate,  says  those 
lio  went  on  the  Ornish  diet  had  twice 
Ms  number  of  fatal  heart  attacks. 

Ornish  says  the  increased  level  of 
glycerides  and  lowered  HDL  are  just 
uporary— eventually  triglycerides  go 
wn  and  HDL  will  go  up.  Yes,  there  were 
o  deaths.  One  was  a  man  far  exceed- 
;  the  exercise  recommended  and  the 
ler  went  off  the  Ornish  program  and 
»rted  eating  Atkins-plan  type  foods, 
ill  there  were  two-and-a-half  times 
ver  cardiac  problems  in  the  study.  So 
ys  Ornish.  —DM. 


The  Bakeoff 


Flan  from  Dean  Ornish's 
Ear  More,  Weigh  Less 

2  cups  nonfat  milk, 
I  cup  egg  whites  (8  eggs), 
I  tablespoon  pure  vanilla 
extract,  I  tablespoon  maple 
syrup,  I  teaspoon  honey.  Whisk  to- 
gether and  pour  into  4-cup  souffle  dish, 
set  into  a  larger  pan.  Fill  larger  pan  with 
hot  water  to  within  two  inches  of  top 
of  souffle  dish;  bake  at  325  degrees  for 
40-50  minutes.  Serve  chilled  or  at  room 
temperature.  104  calories  per  cup. 


Flan  from  Dr.  Atkins' 
New  Diet  Revolution 


I  cup  heavy  cream, 
5  eggs,  I  cup  water,  5 
packets  of  Equal  or  equiva- 
lent, I  capful  of  almond  extract. 
Whip  ingredients  in  blender  3-4 
minutes.  Pour  into  large  baking  dish; 
sprinkle  top  with  nutmeg  or  cinnamon. 
In  oven  set  in  larger  pan  half-filled  with 
water.  Bake  40  minutes  or  until  set,  at 
350  degrees.  3.9  grams  of  carbohy- 
drates per  cup.  (No  calorie  count  given.) 
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then  open  up  to  love." 

What  about  scientific  research  to  prove  the  intimacy  thesis? 
I  question.  "Have  you  read  chapter  two?"  Ornish  says  in  his 
schoolmarmish  voice. 

Yes,  I  had  scanned  it.  One  study  of  126  healthy  men  chosen 
from  Harvard  classes  in  the  1950s  found  that  91%  of  partici- 
pants who  didn't  think  their  relationship  with  their  mother 
had  been  warm  had  a  serious  disease  in  midlife,  such  as  coro- 
nary artery  disease,  high  blood  pressure  or  duodenal  ulcer. 
Compare  that  with  the  45%  of  those  who  perceived  themselves 
as  having  warm  feelings  for  mom  and  were  diagnosed  with 
the  same  ailments.  Warm  feelings  for  dad  had  similar  results. 
What  the  book  doesn't  tell  us  is  how  many  people  did  or  did 
not  have  warm  relationships  with  their  parents. 

No  question,  Ornish  and  his  books  have  saved  lives.  Cheese- 
burgers are  bad  for  you.  But  it  must  also  be  said  that  his  scien- 
tific claims  sometimes  reach  beyond  the  evidence.  Ornish  ca- 
sually dismisses  surgical  procedures.  "There's  no  proof  that 
angioplasty  and  bypass  surgery  prolong  or  prevent  heart  at- 
tacks for  most  people,"  he  says.  "Twenty  billion  was  spent  in  the 
U.S.  last  year  on  those  two  operations." 

Dr.  Sidney  Smith,  chief  of  cardiology  at  the  University  of 
North  Carolina  at  Chapel  Hill  and  a  past  president  of  the 
American  Heart  Association,  takes  exception  to  one  point. 
"There  are  subgroups  of  coronary  patients  whose  lives  have 
been  extended  by  coronary  bypass  surgery." 

Ornish,  a  gifted  man  with  the  sound  bite,  and  batde-hard- 
ened  by  dozens  of  interviews  over  the  years,  is  not  easily  shaken 
from  his  beliefs.  He  is  talking  robotically  at  blinding  speed. 
Meanwhile,  we  are  losing  Molly.  She  looks  off  into  the  distance 
and  then  picks  up  a  book — not  his — while  he  goes  boldly  on. 

A  frequent  complaint  is  that  life  on  Ornish's  diet  is  not  a  life 
worth  living.  And  who  lives  it?  Under  cross-examination,  the 
doctor  confesses  that  he  veers  off  his  diet  every  day,  with  one 
particular  vice:  chocolate.  As  we  pick  at  our  vegetables  he  de- 
scribes a  dark  chocolate  with  caramel  that  he  particularly  likes. 
He  says,  trance-like,  "I  have  chocolate  meditations." 

Wait  a  minute.  Millions  of  people  follow  your  diet  or  die 
trying — and  you  don't  stay  on  it  yourself?  He  argues  that  only 
people  with  heart  disease  have  to  cut  back  to  a  10%  fat  diet. 
Others  trying  to  prevent  the  disease  can  keep  to  30%  fat.  He 
continues  smugly:  "I  don't  have  heart  disease.  I  don't  eat  some 
kind  of  a  monk's  diet,  nor  do  I  need  to."  Besides  which,  we  are 
about  to  explore  what's  more  important  than  diet  anyway. 

He  explains:  "The  reason  that  I  wrote  this  book  was  not  to 
[  say  to]  people,  'Now  you\ e  got  something  else  to  be  depressed 
about.'  But  awareness  is  the  first  step  in  healing.  So,  if  you  be- 
come more  aware  of  how  much  things  like  intimacy  matter, 
then  vou'll  be  maybe  more  motivated  to  do  something  about 
it.  It  doesn't  have  to  be  love,  it  could  be  a  bridge  club  or  the 
bowling  league." 

Is  ^  Ornish  saying  that  a  bowling  alley  can  double  for  Molly 
in  a  pinch?  "A  little  bit  of  intimacy  goes  a  long  way,"  he  says. 
Don't  try  to  make  that  one  scientifically  precise.  F 
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In  Chicago,  law  students  and 
entrepreneurs  are  learning  to 
fight  City  Hall.  Guess  who's 
backing  them. 

Strange 
Bedfellows 

BY  BRANDON  COPPLE 

IS  HELPING  LOW-INCOME  ENTREPRENEURS  A  LIBERAL  O 
a  conservative  cause?  Consider  this  case:  Edwar 
Nwosu's  seven-cab  taxi  business  was  slapped  by  the  cit 
of  Chicago  with  $7,500  in  fines  for  failing  to  pick  up  pub 
lie  employees  within  30  minutes  of  the  time  they  called  fc 
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With  over  2,000  hotels  now  in  the  Hilton  H Honors"  family, 
you  11  discover  both  Points  &  ^Muiles  at  more  places  than  ever  before. 


Only      Hilton      HHonors      makes      your      travel      more      rewardin 


the  Hilton  HHonors  family  just  got  bigger.  .Much,  much  bigger.  Now,  in  addition  to 


Hilton, 


liilton    Lrarden    inn      and 


Conrad    international    hotels,    you  11    earn    both    Points    &    Miles  at 


Doubletree,  tmbassy  .Suites,  Hampton  Inn,     |ttjj||jj|j£|      Hampton  Inn  &  Suites  and  Homewood  Suites  bv 
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iiilton.    You  can  also  redeem  points  lor  rewards  at  anv  Hilton   HHonors  hotel  or  resort  around  the  world 


including  H"ton  Hawaiian  Village.    So,    stav  with  the  new  Hilton  HHonors  lamilv  of  hoteL, 
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discover  now  rewarding     &     can  be.         la         io  enroll  in  Hilton  HHonors  or  to  make  reservations,  call  your 


e  at  a  ass  i 
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prolessionaj  travel  a^ent  or  1"  800"  HHONORS 
enrolling   online  at   avww. niltonnnonors  .com. 
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a  cab.  Paying  the  fine  would  probably  break  Nwosu.  So  regulation  and  patronage  to  keep  constituents  dependent  i 

would  hiring  a  lawyer  to  take  on  City  Hall.  handouts  and  government  jobs.  One  alderman  told  law  st 

Enter  Brenna  Findley.  Findley,  24,  is  a  second-year  law  dent  Daniel  Liljenquist  that  he  didn't  want  his  constituei 

student  at  the  University  of  Chicago.  She  and  14  other  stu-  going  into  business  for  themselves  because  it  might  le 


dents  are  participating  in  a  program  at  the  school  that  en- 
courages them  to  give  free  legal  aid  to  people  who  own  small 
businesses  in  poor  sections  of  the  city.  She  and  Nwosu  are 
challenging  the  fines  in  an  administrative  hearing  on  the 
ground  that  the  city  overstepped  an  ordinance  intended  to 
stop  cab  drivers  from  discriminating  against  minorities. 

Now  look  at  the  eclectic  assortment  of 
groups  that  are  backing  Findley's  pro- 
gram, called  the  Clinic  on  Entrepreneur- 
ship.  It's  sponsored  by  the  Institute  for  Jus- 
tice, a  libertarian  organization  in 
Washington,  D.C. 

On  the  left,  funding  comes  from  the 
Baltimore-based  Annie  E.  Casey  Founda- 
tion, which  in  1998  spent  $1 15  million 
trying  in  part  to  drum  up  government  as- 
sistance for  the  downtrodden.  On  the 
right,  the  money  comes  from  the  John  M. 
Olin  Foundation,  a  New  York-based  group 
that  directs  much  of  its  annual  $21  million 
expenditures  toward  conservative  think 
tanks  like  the  Heritage  Foundation. 

Says  Institute  for  Justice  founder 
William  Mellor,  "Partisan  politics 
goes  away  when  you're  helping 
people  solve  real  problems."  Well, 
it's  not  that  simple.  Each  camp  has 
its  own  reason  for  siding  with 
Nwosu. 

The  Olin  Foundation,  which 
gave  $200,000  for  the  program,  sees 
the  clinic's  students  helping  small 
businesses  maneuver  through  the 
government  legalities  that  entrepre- 
neurs face  daily:  incorporation,  li- 
censing, zoning.  "We  liked  the  idea 
of  helping  people  who  are  tr\  ing 
hard  to  improve  their  situation  but 
are  being  thwarted  by  government 
regulation,"  says  William  Voegeli,  an 
Olin  program  officer. 

The  folks  at  the  Casey  Foundation,  which  gave  $250,000, 
don't  have  a  problem  with  regulation.  They  see  the  clinic  as  a 


"We  liked  the 
idea  of  helping 
people  who  are 

trying  to  improve 
their  situation 

but  are  thwarted 
by  government 

regulation." 


them  to  believe  they  could  become  self-sufficient. 

Says  James  Joseph,  the  clinic's  assistant  director,  "For  t 
longest  time  inner-city  residents  have  been  told  there's  o 
option:  government  entitlements.  We're  trying  to  show  th« 
that  they  can  create  markets  themselves." 

His  students  don't  spend  much  time  talking  econon 
theory  with  their  clients.  They're  too  bi 
lawyering. 

Students  who  get  into  the  clinic  (1; 
fall  it  used  a  lottery  to  choose  10  from  t 
62  who  applied)  begin  in  the  classroc 
with  "Entrepreneurship  and  the  Lav 
taught  by  Joseph  and  clinic  director  Pat 
cia  Lee,  a  refugee  from  the  legal  depa 
ment  of  McDonald's.  Most  law  schc 
courses  have  only  one  written  assignme 
the  final  exam,  but  this  one  has  homewo 
tracking  down  tax  forms,  journeying 
downtown  government  buildings  a 
preparing  for  mock  presentations  to  i 
vestment  bankers. 

After  ten  weeks  of  class,  students  st 
seeing  clients  chosen  by  Lee  and  Jose 
based  on  their  legal  and  econon 
needs,  their  entrepreneurial  spi 
and  the  benefit  that  their  busin 
might  bring  to  the  community.  1 
students,  in  their  second  or  th 
year,  are  prohibited  from  going 
court  or  chasing  governme 
grants  for  their  clients.  The  fi 
order  of  business  is  to  write  a  bi 
ness  plan  if  the  entrepreneur  has 
yet  done  so. 

Madhu  Goel,  a  24-year-old  a 
ond-year  law  student  who  came 
the  clinic  in  January,  wrote  a  c 
claimer  for  an  advertising  Web  s: 
incorporated  a  home-care  serv 
for  the  elderly  and  helped  Joyce 
Johnson  get  a  trademark  for  1 
aunt  Gracie  Mae's  coffee  cakes.  After  five  years  on  the  lo 
market,  the  Gracie  Mae's  Pride  Cakes  company  was  on  i 


way  to  help  ghetto  businesses  get  off  the  ground,  creating     verge  of  going  big-time;  Johnson  had  sold  cakes  at  Marsr 


jobs  and  getting  urban  families  started  on  an  asset  base. 

Each  foundation  professes  to  be  pleasantly  surprised  to 
find  the  other  across  the  table.  "We  don't  run  into  them 
enough,"  says  Casey  senior  associate  Robert  Giloth,  some- 
what ill  \  ly.  But,  he  asks,  who's  going  to  be  opposed  to  help- 
ing small  business? 

In  Chicago  the  government  might  be.  Politicians  still  use 
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Fields  department  store  and  had  a  contract  to  bake  them 
Whole  Foods,  a  natural  foods  chain.  Fearing  Johnson  was 
over  her  head,  Goel  called  in  a  friend  from  the  busin 
school  as  a  marketing  consultant. 

Sounds  like  what  a  small-town  lawyer  might  do  for  a  M; 
Street  shopkeeper.  And  apparently  the  kind  of  thing  on  wh 
liberals  and  conservatives  can  find  common  ground. 


Deutsche  Banc  Alex  Brown  identifies  the  US  investment  banking  activities  of  DB  Alex.  Brown  LLC  (formerly  BT  Alex  Brown  Incorporated)  and 
Deutsche  Bank  Securities  Inc..  which  are  indirect  subsidiaries  of  Deutsche  Bank  AG. 


Deutsche  Banc  Alex.  Brown 


Looking  beyond 
the  Age  of  Either/Or. 


Global  markets. 

Infinite  bandwidth. 

Lots  of  facts  (not  much  wisdom). 

No  question,  you  can  have  it  all. 

But  can  you  handle  it? 

All  the  rules  keep  changing. 

Yesterday's  collaborators7 
Today's  competitors. 
Earnings  and  shareholder  value  - 
total  strangers? 

That  company  you  want  to  buy? 
Now  wants  to  buy  you. 

Welcome  to  the  21st  century. 
And  Catch  22. 

At  Deutsche  Bank,  we  move  beyond  the 
Age  of  Either/Or. 

Brains  and  brawn. 

We  routinely  put  our  own  cash  on  the  table  to 
seal  a  deal.  But  cash  is  only  as  valuable  as  the 
ideas  behind  it.  You  need  capital  to  play  the  game, 
thought  leadership  to  win  it.  We  deliver  both. 

Global  and  local. 

To  master  strategic  markets  in  the  Age  of  All,  you 
need  global  expertise,  cultural  nuance  and  local 
intelligence.  Through  our  90,000  professionals  on 
the  ground  in  every  time  zone,  you  get  it  all. 

Debt/equity  and  advisory. 

You  need  innovation  and  liquidity  on  both  sides 
of  the  equation,  and  the  tools  to  balance  it. 
That's  why  we  put  stock  in  all  forms  of  equity, 
debt,  leveraged  finance  and  world-class  advisory. 
It's  why  our  clients  put  a  lot  of  stock  in  us. 


Deutsche  Bank 
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Super 
Hiroshi-san 

Nintendo's  aging  chief  isn't  resting 
while  the  gamemaker's  huge  rivals 
fire  electronic  volleys.  He's  made 
a  new  friend  at  Panasonic. 


BY  BENJAMIN  FULFORD 

ALL  THE  BUZZ  ABOUT  SONY'S  PLAY- 
Station  2  and  Microsoft's  X-box 
has  prompted  Nintendo's  crusty 
billionaire  president,  Hiroshi  Yamauchi, 
72,  to  break  his  usual  silence  and  warn 
that  his  counterattack  will  shift  the  game 
world's  center  of  gravity. 

On  the  one  hand,  he  will  keep  push- 
ing the  market  away  from  games  at- 
tached to  the  TV  and  into  mobile  play- 
ers, now  a  $1.2  billion  chunk  of  a  $13 
billion  sector  and  one  utterly  dominated 
by  Nintendo.  At  the  same  time,  in  an 
effort  to  revive  the  company's  lagging 
share  of  the  table-top  game  market,  it 
will  not  only  introduce  an  inexpensive 
and  high-powered  DVD-capable  player 
but  also  make  Nintendo  games  playable 
on  a  range  of  new  audiovisual  devices 
from  Matsushita,  the  manufacturer 
of  Panasonic  goods  and  Sony's  old 
nemesis. 

On  the  portable  side,  the  new  gen- 
eration of  Nintendo  Gameboy  ma- 
chines will  have  fancy  color  screens, 
mobile  Internet  capabilities  and  a  pow- 
erful new  brain.  "Game- 
boys  will  be  used  to  surf 
the  Net,  download  games 
and  music,  trade,  visit 
virtual  worlds 
-.     and     more," 


Yamauchi  promises. 
"We  will  be  offering 
entirely  new  ways  to 
play."  This  is  geared  to 
users  who  want  to 
play  anywhere,  a 
group  growing  128% 
faster  in  number  than 
the  TV-bound  kind. 

Betting  on  the 
portable  trend,  Nintendo's  hardware 
suppliers,  like  Sharp,  are  building  ex- 
tensive new  factories  for  the  Gameboy 
Advanced.  Nintendo  is  negotiating  with 
Matsushita  to  combine  its  strength  in 
mobile-phone  technology  with  Nin- 
tendo's game  abilities,  says  Fumio  Ot- 
subo,  a  Matsushita  director. 

I  ocusing  on  portables  makes  sense 
for  Nintendo.  While  PlayStation  has 
taken  a  65%  share  of  the  TV-game  mar- 
ket and  pushed  the  once-dominant 
Nintendo  to  32%,  Nintendo's  Game- 
boy accounts  for  99.8%  of  the  battery- 
powered  game  players  being  sold.  A 
hundred  million  Gameboys  have  left 
store  shelves  in  the  11  years  the  ma- 
chine has  been  around,  and  it  remains 
hot,  thanks  in  no  small  part  to  the  Nin- 
tendo-fostered Pokemon  craze.  Nin- 
tendo cannot  keep  up  with  demand, 
even  with  production  running  at  1.5 


"Gameboys  will  surf  the  Net, 

download  games  and  music, 

visit  virtual  worlds  and  more." 


Friends  and  family:  Yamauchi  won't  hand  over  the  reins  yet. 

million  units  per  month. 

Yamauchi  blames  this  populari 
for  the  delayed  introduction  of  the  ne 
Gameboy,  originally  promised  for  tl 
spring  of  this  year  but  now  likely 
show  up  only  in  autumn  in  Japan  ar 
early  next  year  in  the  U.S.  The  factori 
are  too  busy  to  switch  over  to  the  ne 
product. 

Hardware,  however,  has  alwa 
taken  a  backseat  to  software  for  Y 
mauchi.  When  Sega  looked  ready 
wipe  out  Nintendo  with  its  powerf 
Genesis  machines  in  the  early  1990s, 
prevailed  by  aiming  to  make  interestii 
games  instead  of  betting  all  on  a  race 
offer  the  latest  hardware.  Yamauc 
notes  that  Pokemon,  the  bestsellii 
game  of  all  time,  with  31  million  so 
so  far,  was  made  for  a  machine  with  k 
than  a  hundredth  the  memory  and  . 
eighth  the  processing  power  of 
PlayStation. 

Clever  games  are  also  the  linen] 
of  the  joint  strategy  with  Panasonic  f 
a  new  TV  game  player  to  replace  t' 
Nintendo  64.  It  will  offer  a  three-c 
mensional  high-definition  version 
Pokemon  and  some  other  novelti 
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Deutsche  Banc  Alex.  Brown 


The  Age  of  All  is  here. 


As  you  step  into  the  new  millennium,  you'll  need  it 
all.  You'll  need  financial  advisers  with  360°  vision 
and  serious  resources,  who  respond  instantly  to 
change,  cope  elegantly  with  chaos  and  have  a 
proven  track  record  in  every  corner  of  the  globe. 
Any  less  and  you  risk  it  all. 


Global  performance  is 


Selected  recent  awards  and  poll  results:* 

•  Most  Impressive  Investment  Bank  for  Overall 
Capital  Raising  in  1999 

•  World's  No.  1  Investment  Bank  for  Raising  Capital 

•  Bond  House  of  the  Year 

•  Euro  Bond  House  of  the  Year 

•  Best  Bank  for  Securitization 

•  Advisor  of  the  Year  -  Asia  Pacific 

•  Best  Bank  in  Euroland 

•  Project  Finance  House  1999 

•  Credit  Derivatives  House  of  the  Year 

•  Interest  Rate  Derivatives  House  of  the  Year 

•  Breakthrough  Technology  Deal  of  the  Year  - 
Foundry  Networks,  Inc. 

•  M&A  Advisory  of  the  Decade 


leading  to  results™ 


Euromoney  Poll  of  Polls: 

"A  new  pecking  order  emerges. 


Overall                                        Ranking 

Trading 

Underwriting 

Advising 

Deutsche  Bank                                1 

1 

2 

2 

Merrill  Lynch                                    2 

3 

3 

1 

Morgan  Stanley  Dean  Witter          3 

8 

1 

4 

Source   Eu'omonev.  January  2000 

euromoney  Poll  ot  Polls  is  a  synthests  ot  i_edyue  Tapirs  and  Euiomoney  Polls  from  1999 
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Surf  Less.  N*t  More 


that  Yamauchi  dares  not 
disclose  yet. 

In  nondescript  quarters 
in  a  quiet  Kyoto  neighbor- 
hood, Nintendo's  pocket- 
protected  engineers  toil  in 
great  secrecy  to  concoct 
novel  games.  The  $4.7  bil- 
lion (1999  revenues)  com- 
pany is  building  a  high- 
tech  headquarters  across 
town,  but  the  old  man  is 
determined  to  keep  the 
qualities  that  transformed 
a  family-owned  playing- 
card  company  founded  in 
1886  into  an  international 
game  power. 

That  means  cleverness 
instead  of  the  gore  and  glam 
that  characterize  much  of 
the  business.  The  old-fash- 
ioned Yamauchi  continues 
to  insist  that  Nintendo 
games  be  family-oriented, 
an  insistence  that  has  lim- 
ited Nintendo's  audience  to 
the  under- 18  set.  PlaySta- 
tion's executives  have  no 
such  qualms  and  have 
firmly  captured  the  market 
for  games  among  adults. 

However,  the  Panasonic 
\v  devices  that  will  have 
Nintendo  game-playing 
abilities  will  be  able  to  play 
games  meant  for  older  audi- 
ences as  well,  Otsubo 
promises.  That  should  help 
capture  some  of  the  older 
PlayStation  audience  (total- 
ing 50  million  worldwide)  that  Ya- 
mauchi dismisses  as  "the  people  who 
dye  their  hair  brown  and  hang  around 
Tokyo's  Akihabara  electronics  district." 

Microsoft's  X-box  is  not  much  of  a 
concern  for  Yamauchi  either.  "Mi- 
crosoft is  an  incredible  company,  but  it 
doesn't  know  anything  about  games," 
he  says.  He  needles  that  it  promised  to 
turn  PCs  into  the  dominant  game  plat- 
form, something  that  never  came  close 
to  happening, 

Since  the  Japan  launch  of  PlaySta- 
tion 2  in  March,  Nintendo's  ADR  price 
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Showing  off:  Realistic  graphics  from  rival  Sony's 
PlayStation  2  are  labor-intensive  and  expensive  to 
create,  but  they  do  not  guarantee  interesting  games. 


has  fallen  from  $28  to  a  recent  $20, 
39  times  trailing  earnings.  But  1 
company  is  certainly  not  ailing, 
revenues  have  been  growing  at 
11%  annual  rate  even  though  its  c 
rent  products  are  nearing  the  end 
their  lives. 

The  old  warrior  in  Yamauchi  ani 
ipates  a  new  round  of  batde.  He  ins 
that  his  son-in-law,  Minoru  Araka^ 
53,  the  president  of  Nintendo  of  Am 
ica,  is  not  about  to  take  over  the  co 
pany.  "I  will  still  be  around  a  year  fr 
now,"  he  promises. 


One  state  supplies  the  world 

Unheard  of? 


It  happens  in 

i. 


www.sdgreatproffits.com 

•  NO  corporate  income  tax  •  NO  personal  income  tax  •  NO  personal  property  tax  •  NO  business  inventory  tax 
Call  the  Governor's  Office  of  Economic  Development  at  1-800-872-6190  for  information  on  South  Dakota's  business  climate. 


Shakeout  in  Tokyo 

An  upheaval  is  coming  to  Japan's  murky  drug  industry. 
Losers:  hundreds  of  Japanese  firms.  Winners: 
Japanese  patients  and  U.S.  drug  companies. 


IS 


BY  BENJAMIN  FULFORD 

USELESS  AND  DANGEROUS  DRUGS 
are  being  replaced  with  effective 
ones  in  Japan  as  foreign  companies 
gradually  pry  open  a  $55  billion  phar- 
maceutical market,  the  second  largest  in 
the  world.  In  the  process,  400  small  com- 
panies selling  drugs  that  would  never 
have  been  approved  either  in  Europe  or 
the  U.S.  stand  to  be  wiped  out  or,  in  some 
cases,  bought  out  by  multinationals. 

"Only  about  two  or  three  Japanese 
drug  companies  will  survive,"  predicts 
Eitaka  Tsuboi,  president  of  the  Japan 
Medical  Association.  "There  are  going  to 
be  extremely  huge  changes  over  the  next 
five  years  here,"  adds  Osamu  Nagayama, 
president  of  Chugai  Pharmaceutical  Co., 


who  admits  that  his  own  company,  one 
of  Japan's  largest,  will  probably  have  to 
link  up  with  a  multinational. 

In  the  last  year  four  Japanese  drug 
companies  have  been  acquired  by  for- 
eigners, including  a  rare  hostile  take- 
over— a  mere  taste  of  the  frenzy  to  come. 

"It  is  like  a  dating  game  in  the  in- 
dustry right  now,"  says  Mita  Mayo,  an 
analyst  at  Morgan  Stanley's  Tokyo  of- 
fice. "People  would  feel  left  out  if  they 
weren't  being  asked." 

Likely  targets:  bigger  Japanese  com- 
panies with  a  strong  sales  force  and  a  de- 
cent reputation  in  an  industry  tainted 
with  kickbacks  to  doctors  and  hospitals. 
Muneyoshi  Yamada  at  Wako  Securities 
cites  Ono  Pharmaceutical,  Kyorin  Phar- 


'     I 
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maceutical  and  Toyama 
Chemical  as  plausible 
buyout  candidates.  Al 
have  strong  distribution 
channels;  Toyama 
weak  financially  but  has 
some  very  interesting 
drugs  in  its  pipeline. 

And  who  might  do 
the  buying?  Overseas  gi- 
ants with  a  weak  Japan  presence  includ 
Johnson  &  Johnson,  SmithKline 
Beecham,  Bristol-Myers  Squibb,  Warner- 
Lambert  and  American  Home  Products, 
Targets  with  lots  of  salesmen  but  few 
original  drugs  would  help  shortcut  an 
entry  into  Japan's  convoluted  drug  dis- 
tribution system,  in  which  hospitals  ar 
often  in  debt  to  drug  distributors  who 
peddle  medically  inferior  products 

The  shake-up  is  almost  inevitable 
Japan  has  been  forced  by  a  series  of  scan- 
dals, a  cascade  of  medical  lawsuits  (up 
fourteenfold  in  20  years)  and  the  irre- 
sistible forces  of  globalization  to  cracl 
open  the  black  box  of  its  drug  approva 
procedures.  Proven  staples  like  aceta 
minophen  (Tylenol),  birth  control  pill; 
and  Prozac  have  beer 
shut  out  of  Japan- 
sometimes  for  decades— 
for  obscure  bureaucratic 
reasons.  "There  wen 
often  mysterious  delay! 
in  approval  until  Japa 
nese  companies  man 
aged  to  produce  a  similai 
drug,"  notes  Car 
Taeusch,  Japan  represen- 
tative of  Pharma,  a  globa 
lobby  for  the  U.S.  firms, 
Over  the  years  a  se 
ries  of  Japanese  drugs  ha 
been  approved  after  un 
scientific  scrutiny,  only  w 
be  withdrawn  from  th< 
market  after  multiple  pa 
tient  deaths  were  re 
ported.  In  each  case,  i 
turned  out  that  negatr 
data  had  been  sup 
pressed,  positive  dad 
faked  and  approval  givd 
by  untrained  bureauf 
crats,  many  of  whon 
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J  P  Morgan 


What  don't  you  know? 

How  do  you  propose  to  find  out 


(he  unique  experience  known  as  private  banking 
htJ.P.  Morgan,  we  don't  just  nurture  and  manage 
assets.  We  guide  you  through  every  facet  of  wealth 
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.lapanfiSR  Drugs 


planned  to  retire  into  the  companies  they 
supervised.  Over  half  of  the  drugs  sold 
in  Japan  today  would  never  have  been 
okayed  in  other  developed  countries,  says 
Dr.  Masanori  Fukushima,  a  cancer  re- 
searcher in  Nagoya  who  has  written 
about  the  problem  in  the  scientific  mag- 
azines Nature  and  Nature  Medicine. 

Even  now,  54%  of  drugs  available  to 
Europeans  or  Americans  are  not  ap- 
proved for  sale  in  Japan,  Taeusch  says.  Dr. 
Fukushima,  for  example,  recently  had  to 
threaten  to  sue  Japan's  health  ministry  in 
order  to  administer  cancer  treatments 
long  available  in  the  U.S.  "Half  of  the 
cancer  medicines  used  in  Japan  have  not 
been  proven  to  be  effective,"  admits 
Osamu  Doi,  in  charge  of  pharmaceuti- 
cal and  medical  safety  at  the  ministry. 

Thanks  to  international  pressure  and 
some  domestic  lobbying  by  reformers 
like  Doi,  Japan's  government  has  finally 
begun  to  apply  internationally  accepted 
scientific  standards  in  approving  drugs. 
"Things  like  peer  review,  taken  for 
granted  in  the  U.S.,  have  been  revolu- 
tionary in  Japan,"  Doi  says. 

A  symbolic  turning  point  came  last 
year  when  Viagra,  the  anti-impotence 
drug,  was  approved  in  a  record  six 
months,  causing  an  uproar  among 
Japanese  women  who  had  lobbied  un- 
successfully for  more  than  two  decades 
to  get  the  birth  control  pill.  An  embar- 
rassed medical  establishment,  — 
unable  to  explain  the  discrep- 
ancy, quickly  approved  the  Pill 
as  well.  The  widespread  as- 
sumption in  Japan  is  that  the 
Pill  was  blocked  by  the  condom 
industry  and  abortion  doctors. 

At  one  point  Japan's  gov- 
ernment, in  an  effort  to  justify 
protectionism,  carried  out 
studies  to  confirm  that  Japa- 
nese reacted  to  drugs  differently 
than  foreigners.  "We  found  out 
differences  between  individuals 
were  far  greater  than  any  eth- 
nic differences,"  Doi  says. 

Foreign  molecules  (some 
sold  by  Japanese  companies) 
have  a  rapidly  growing 
44%  share  of  Japan's  prescrip- 
tion drug  market.  Meanwhile, 
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These  big  U.S.  pharmaceutical  firms 
show  scant  presence  in  Japan- 
dominated  Asia  (fiscal  1999  sales). 
Time  for  a  shopping  spree? 
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because  most  Japanese  hospitals  are  un- 
able to  carry  out  scientifically  valid  trials, 
Japan's  top  drugmakers  conduct  most  of 
their  own  clinical  research  in  the  U.S. 

Japanese  doctors  are  embracing  sci- 
entific drug  data  with  gusto.  For  years 
drug  salesmen  in  Japan  took  doctors  to 
red-light  districts  and  functioned  as  their 
personal  valets  in  order  to  sell  products.  "I 
remember  being  taught  how  to  massage 
doctors'  shoulders  in  order  to  get  them 
to  relax  and  read  my  company's 
brochures,"  says  Marc  Colby,  who  now 
has  a  consulting  business  helping  Japa- 
nese companies  such  as  test  firm  Sumi- 
tomo BioScience  achieve  global  standards. 

Nationally,  the  business  is  getting  a 
more  scientific  footing,  says  Lawrence 


Except  for  standout  Taked< 
puny,  compared  with  poten 

Compaay 

i,  Japan's  drug  companies 

tial  predators  or  suitors. 

LATEST  12  MONTHS 

.are 
Market 

Sales 
($nil) 

Profits 
($mil) 

value 
($mil) 

US 

American  Home  Products 

$13,550 

$-1,227 

$72,101 

Bristol-Myers  Squibb 

20,222 

4,167 

127,082 

Johnson  &  Johnson 

27,471 

4,167 

105,206 

Merck 

32,714 

5,891 

157,278 

Pfizer 

16,204 

3.179 

148,429 

Warner-Lambert 

12.929 

1,733 

89.276 

JAPAN 

Chugai  Pharmaceutical 

1.577 

67 

4,738 

Kyorin  Pharmaceutical 

439 

22 

2,378 

Ono  Pharmaceutical 

1,010 

231 

4,378 

Sankyo 

5,119 

556 

11.918 

Takeda  Chemicals 

8,190 

981 

63.496 

Toyama  Chemicals 

375 

9 

652 

Yamanouchi  Pharmaceuticals 

3.521 

399 

20,339 

& 

wrce:  Worldscope 

via  FactSet  Rosea 

rch  Systems. 

Payne,  president  of  Pharmacia  &  Up 
John  in  Japan.  By  training  its  sales  fore 
in  pharmacology,  his  company  booste 
its  sales  in  Japan  by  54%  in  1999. 

The  scientific  and  financial  unpen 
tives  leading  to  drug  megamergei 
worldwide  will  spell  doom  for  most  c. 
Japan's  small,  old-fashioned  drug  corr 
panies.  Mass  computer-generated  tesl 
ing  of  new  molecules  and  the  tailo 
of  drugs  to  specific  genes  and  illne 
cost  money  only  giants  can  afford.  Evi 
Japan's  biggest  drug  company,  Takeda, 
ranked  only  19th  worldwide  in  sales 
14th  in  market  value,  and  has  a  resean 
budget  one-fifth  that  of  the  world  lea 
ers.  Also,  Japan  has  almost  none  of 
biotech  startups  that  are  a  source 
much  Western  drug  innovation. 

Nonetheless,  a  few  Japanese  com 
nies  like  Takeda,  Sankyo   and  Y< 
manouchi  have  scored  successes  in  spil 
of  their  relatively  small  (by  global  st 
dards)  scale.  In  fact,  6  out  of  the  25  b 
selling  drugs  in  the  U.S.,  including  d 
ithromycin    and    pravastatin,   wq 
discovered  in  Japan.  Takeda,  Japan's 
performer,  is  expanding  rapidly  ov 
seas.  President  Kunio  Takeda,  whd 
family  founded  the  company  in  171 
appears  to  have  learned  from  a  U.S.  joi 
venture  his  company  has  with  Abb 
Laboratories.  Unlike  many  of  his  co 
patriots,  for  example,  he  pays  n 
searchers  according  to  til 
talent  and  not  their  seniorj 
Some  inefficient  Japan 
drug  companies  will  c 
stubbornly  to  life.  Many 
inferior  drugs  will  prob 
remain  covered  by  insur 
Japan's  hospitals  will,  for 
time  being,  retain  their  s 
biotic  relationship  with  drd 
companies  in  which  prescrj 
tions  are  often  based  on  raj 
tual  profit  rather  than  m«l 
ical  benefits   for   patient 
Meanwhile,  the  governmei 
will  remain  reluctant  to  alio 
higher  prices  for  new  ( 
foreign)  drugs  even  if  they 
more  effective.  But  good  mec 
icine  can  be  kept  away  froi 
patients  for  only  so  long.    I 
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TX^hat  does  one  have  to  do  with  the  other?  It  might  surprise  you  to  learn  that  many  of  the  nation's  credit  card 
J_  bills  are  printed  on  Oce  high-speed  digital  printers.  It's  hardly  coincidence  though.  Oce  printing  technology 
is  perhaps  the  world's  most  advanced  and  reliable.  It  also  happens  to  be  the  fastest  in  the  industry,  with  the  ability 
to  simultaneously  handle  variable  data  and  complex  graphics  with  unbelievable  speed.  Though  we  freely  admit  it's 
a  good-news,  bad-news  scenario.  Depending  on  whether  you're  the  sender  or  the  receiver. 
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Got  Juice? 

Vitality  Beverages  looks  to  squeeze  profit 
where  predecessors  got  mostly  pulp. 


BY  ROB  WHERRY 

AMERICANS  DOWN  1.5  BILLION 
gallons  of  orange  juice  a  year, 
half  of  it  from  heavyweight 
brands  such  as  Pepsi's  Tropicana  and 
Coca-Cola's  Minute  Maid.  But  that 
still  leaves  a  $3  billion  market  for 
generic  juice,  in  both  private-label  and 
institutional  sales. 

There  is  no  bigger  player  in  the  pri- 
vate-label pack  than  Vitality  Beverages, 
newly  pieced  together  in  Tampa,  Fla.  by 
two  buyout  firms.  The  company,  which 
had  pro  forma  revenues  of  $800  mil- 
lion in  1999,  can  process,  package  and 
promote  juice  for  a  restaurant  or  a  su- 
permarket chain  like  A&P — or  a  hospi- 
tal or  university  dining  service.  It  has 
eight  processing  plants  around  the  U.S. 
and  Canada,  huge  storage  vats  for  con- 
centrate and  a  fleet  of  trucks. 

And  it  has  thin  margins — what  else 
is  there  in  a  commodity  like  this?  Chief 
Executive  Robert  Peiser  has  a  challenge 
on  his  hands. 

Peiser,  52,  has  been  in  on  other  sal- 
vage operations,  such  as  the  1994  rehab 
of  TWA,  so  he  knows  how  to  string  to- 
gether some  valuable  clutter.  Vitality  was 
formed  over  the  past  year  through  ac- 
quisitions, including  $200  million  for 
Lykes  Pasco,  the  processing  operations 
of  Lykes  Bros.  Inc.  (FORBES,  Nov.  29, 
1999).  The  combined  purchase  prices 
came  to  maybe  a  third  of  this  year's 
sales — a  paltry  sum  that  reflects  the 
glum  outlook  people  have  for  this  in- 
dustry Vitality  faces  competition  from 
South  America  at  the  low  end  and  the 
long  shadows  cast  by  Tropicana  and 
Minute  Maid  at  the  other.  "The  bogey- 
man is  at  the  door.  Pepsi  and  Coke  are 
scaring  everyone  away,"  says  Thomas 
Pirko,  president  of  New  York -based  Bev- 
mark,  an  industry  consultancy. 

Vitality  has  no  illusions  about  fight- 
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ing  a  brand  war  on  the  shelf.  It  ceased 
selling  the  Sunkist  label  at  retail  outlets 
earlier  this  year.  With  good  reason:  It 
was  spending  between  $10  million  and 
$15  million  marketing  a  brand  that  had 
a  4%  market  share.  Instead,  the  name 
will  be  built  into  the  food  service  divi- 
sion, a  $225  million  operation  that 
could  double  revenues  over  the  next 
several  years.  Vitality 
sales  reps  team  up  with 
those  at  food  supplier 
Sysco  to  pitch  new  busi- 
nesses. And  Peiser  plans 
to  go  after  tempting 
strays:  hotels  that  need  a 
beverage  center  for 
guests,  and  the  remote 
hospital.  On  the  grocery 
shelf,  Vitality  will  intro- 
duce a  line  of  juice 
blends  and  a  calcium- 
fortified  orange  juice. 
That  will  allow  super- 
markets to  fatten  their 
profit  margins  a  bit  on 
private-label  juice. 

Vitality's  most  recent 
acquisition,  the  citrus  op- 
erations of  McCain,  a 
Canadian  company 
known  for  its  Ore-Ida 
brand  of  potato  prod- 
ucts, provides  facilities 
across  the  U.S.  for  solid 
concentrate — die  kind  of 
juice  that  comes  frozen  in 
a  can.  That's  still  the  way 
that  about  15%  of  o.j.  in 
North  America  is 
bought.  Peiser  likes  his 
chances.  "The  concen- 
trate industry  has  been 
down  10%  to  12%,"  he 
says.  "But  with  smart 
consolidation,  there  are 


still  profits  to  be  had."  Vitality  will  d< 
$200  million  in  concentrate  this  year. 

So,  are  Peiser  bosses — the  buyou 
firms  Caxton-Iseman  Capital  of  Nev 
York  and  Engles  Urso  Follmer  of  Dal 
las — smarter  in  putting  up  $350  mil 
lion  than  PepsiCo  was  in  spendinj 
$3.3  billion  to  get  Tropicana  from  Sea 
gram?  At  first  glance  it  would  appea 
so:  Pepsi  paid  a  rich  22  times  Tropi 
cana's  $150  million  in  1999  operatinj 
profit  (income  before  depreciation,  in 
terest  and  taxes).  Vitality's  pieces  cos 
only  17  times,  and  there  are  probablj 
considerable  economies  of  consolidal 
tion  to  be  wrung  out  there.  If  profit! 
are  what  you  want,  brand  X  could  beaj 
high  technology. 


"The  bogeyman  is  at  the 
door.  Pepsi  and  Coke  are 
scaring  everyone  away* 


»■■ 
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Trust 


is  not  being  afraid  even  if  you  re  vulnerable. 


Is  there  someone  who  understands  how  frightening  a  situation  can  be?  Someone  who 


believes  fear  can  be  dismantled  when  we  are  armed  with  confidence?  Is  there  an  insurance 


company  that  is  consistently  rated  superior  by  independent  rating  services  -  a  company 


with  a  146  year  history  of  providing  strength  in  the  face  of  uncertainty?  Without  Question. 


Without  Question.  ^StRjUl 

Property  and  Liability  Insurance 


For  more  information  contact  your  independent  insurance  agent  or  broker  or  visit  www.stpaul.com. 


Soup  Up  Your  Phone  Jack 


Webtone  isn't 
about  letting  the 
kids  share  your 

ISP.  It's  about 
getting  beyond 

PCs  entirely. 


IT  TAKES  THREE  THINGS  TO  DELIVER  WEBTONE  TO  EVERY 
phone  jack  in  your  home.  They've  finally  come  together. 
Their  convergence  is  going  to  be  hugely  destabilizing 
for  a  wide  range  of  industries  that  deliver  communica- 
tion-centered services  to  the  home. 

Webtone — high-speed  Web  access,  that  is— requires, 
first,  a  connection  of  the  sort  provided  by  cable  modems  and 
phone-company  "digital  subscriber  line"  service.  Two  mil- 
lion homes  have  it  today;  50  million  will  by  the  end  of  the 
decade.  I've  got  a  1.6-megabit-per-second  DSL  service  from 
Bell  Atlantic. 

Second,  it  takes  a  tiny 
server  to  provide  a  zero-main- 
tenance, plug-and-play  inter- 
face between  the  Web  connec- 
tion and  your  home  network. 
I  got  mine — a  button-free  de- 
vice about  the  size  of  a  waf- 
fle— from  Watchguard. 

And  third,  it  takes  phone- 
line  networking.  The  Home 
PhoneLine  Networking  Al- 
liance (PNA)  established  an 
industry  standard  not  long 
ago,  and  hardware  vendors  are  now  rolling  out  products 
that  comply  with  it.  Running  soundlessly  on  existing  home 
telephone  wiring,  over  and  above  your  dial  tone,  PNA 
works  much  like  a  local  area  network.  At  1  Mbs  (10  Mbs  in 
the  next  release)  it's  about  as  fast  as  the  typical  cable 
modems  or  1  )Sl  service  to  which  it  connects. 

It  connects  simply  and  beautifully.  I  recendy  received  two 
hthernet-PNA  connectors  from  a  company  called  Farallon. 
Ten  minutes  later  what  had  been  a  small-office  home  net- 
work in  two  rooms  on  the  ground  floor  had  been  extended 
to  provide  Webtone  throughout  the  house.  Before  long, 
Webtone  will  come  from  a  single  integrated  unit  that  sits  un- 
noticed m  the  basement  beside  the  circuit-breaker  box.  A 
wireless  alternative  (  Bluetooth)  has  emerged,  too, backed  by 
a  broad  consortium  of  mobile- phone,  laptop-computer  and 
chip  companies. 

Webtone  isn't  mainly  about  letting  the  kids  share  your 
$40-a-month  connection  for  high-speed  browsing  on  their 
own  PCs,  useful  though  that  can  be.  It's  about  getting  be- 
yond !'(  s  entirely. 

Monitoring  and  security.  Webtone  can  now  reach  smart 
doorbells,  locks,  smoke  detectors,  burglar  alarms  and  Web- 
cams.  Which  means  that  all  the  vast  power  of  the  Web  can 
now  be  harnessed  to  watch  for  trouble  and  dispatch  help. 
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Web  phones.  Businesse 
can  already  route  phone  cat 
and  faxes  over  the  Interne 
rather  than  the  conventiona 
voice  network.  Panasonic  an< 
Net2Phone,  among  others 
will  soon  roll  out  Interne 
phones  and  service  for  th 
home.  The  service  will  bypas 
the  overhang  of  taxes  and  reg 
ulatory  subsidies  that  inflafl 
the  price  of  long-distanc 
phone  service.  Forget  about  dime-a-minute  calls,  think  cent 
a-minute.  To  Japan. 

Radio  and  stereo.  AudioRamp  is  due  to  start  selling  its  Iri 
ternet  stereo  system,  Iradi,  any  day  now.  Kerbango  has  it 
own  Internet  radio  due  out  imminendy  Sign  me  up  for  on 
of  each.  Their  units  look  and  feel  much  like  regular  radio 
and  stereos,  but  can  receive,  via  Webtone,  an  unlimited  rang 
of  music,  audio  books,  news  feeds  and  other  content.  Yoi 
want  a  live  radio  station  in  Australia,  or  a  Stephen  King  now 
read  aloud?  Just  turn  the  dial. 

Pictures.  Browsers  are  graphical  already;  just  prune  awd 
all  the  superfluous  PC  extras,  and  you're  left  with  the  digits 
picture  frame  from  a  company  called  Ceiva.  Move  photo 
from  your  digital  camera  to  your  grandmother's  mantel  an 
time  you  like.  Powered  by  dial  tone  for  now,  it'll  be  o: 
Webtone  next. 

Video.  Webtone  isn't  fast  enough  for  live  video  broa 
casts,  but  if  you  can  settle  for  a  bit  less  than  live,  it  can  hail 
die  anything.  TiVo's  Personal  TV  system  already  combin< 
dial-up  Web  service  with  a  digital  receiver  to  deliver  sophii 
ticated  store-and-retrieve  control  over  regular  TV  broadcast 
and  cable  service.  The  inevitable  next  step:  video  downloac 
via  Webtone,  with  every  movie  and  video  library  as  accessi 
ble  as  time  and  weather. 

The  first  wave  of  the  Web  was  for  techies,  the  second  tc 
businesses.  The  third  is  now  set  to  sweep  through  home 
not  just  techie  homes  but  all  the  rest.  For  many  in  the  nd 
wave,  a  PC  will  seem  as  superfluous  as  a  typewriter,  a  browse 
as  alien  as  a  DOS  prompt.  They'll  be  immersed  in  the  Wd 
without  even  knowing  it.  And  once  they  are,  they'll  quick! 
abandon  the  far  narrower  range  of  service  and  choice  deliv 
ered  today  via  dial  tone,  broadcast  spectrum  and  conven 
tional  cable. 


Q 


Peter  Huber  (pwhuber@beHatlantk.iwt),  a  Manhattan  Institutt] 
xnior  fellow,  is  the  author  ofHard  Green:  Saving  the  Environ-1 
ment  from  the  Environmentalists.  Homepage:  www.phuber.coi 
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CALL  US  RADICAL  THINKERS 
BUT  IN  B2B  E-COMMERCE 
BUYERS  DON'T  ALWAYS 
OUTWEIGH    SUPPLIERS. 
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E-CONTENT    SOLUTIONS    THAT     POWER     B2B     E    COMMERCE 


~ 


A  doctor,  academic,  movie  producer  and  jazz 
pianist,  John  Kao  doesn't  lack  for  inspiration 
in  dreaming  up  new  e-businesses. 


BY  ANN  MARSH 

AT  6:30  A.M.  IN  SAN  FRANCISCO'S 
gritty  South-of-Market  district, 
John  Kao  arrives  at  his  converted 
warehouse  before  anyone  else,  throws  the 
cover  off  an  SUV-sized  Steinway  grand 
and  begins  to  noodle  on  the  keys.  First 
jazz  and  then  classical  notes  fill  the 
rafters.  Kao,  an  accomplished  pianist, 
never  knows  ahead  of  time  what  will 
come  out.  "1  come  up  with  my  best  ideas 
when  1  let  go  of  structure,"  Kao  rhap- 
sodizes. In  other  words,  he  improvises,  a 
topic  he  happens  to  know  a  lot  about. 

Kao,  49,  might  be  dismissed  for  an- 
other flakv  Left  Coaster  were  it  not  for 
ack  record.  For  13  wars  he  taught 
ibed  class  on  creativity  at 
1  lai  i  ness  School.  I  le  focused  on 

applyingthe]  improvisation  to 
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build  and  invigoiate  businesses,  some- 
thing close  to  Schumpeter's  concept  of 
"creative  destruction."  In  his  spare  time 
at  Harvard  he  lived  what  he  taught,  both 
in  business  and  the  arts.  He  founded  two 
small  biotech  companies,  helped  finance 
director  Steven  Soderbergh's  unconven- 
tional film  Sex,  Lies  &  Videotape  and  was 
nominated  for  a  Tony  award  for  produc- 
ing a  Broadway  play.  He  gained  fame  in 
1996  for  a  bestsellmg  book  on  corporate 
creativity  called  Jamming.  He  once  spent 
a  summer  playing  keyboards  for  eccen- 
tric rocker  Frank  Zappa.  Oh,  he  also 
completed  an  M.D.  and  a  residency  in 
psychiatry. 

"He's  a  guy  who's  had  15  former 
lives,  and  now  he's  bringing  them  all 
together,"  says  Jerry  Michalski,  the  for- 
mer managing  editor  of  Esther  Dyson's 


Release  1.0,  who  now  work) 
with  Kao  in  his  latest  venture 
Idea  Factory.  "He's  the  Dia 
ghilev  of  the  New  Economy,"  h< 
adds,  comparing  Kao  to  th< 
Russian  ballet  impresario.  Bui 
Diaghilev  didn't  clean  up  lik< 
this.  In  March  Kao  figured  hii 
various  stakes  in  Internet  ven 
tures  added  up  to  a  net  worth  o 
$50  million.  (Now,  rather  less.) 
Idea  Factory,  based  in  thf, 
warehouse  with  the  piano,  ad- 
vises corporate  giants  like  Nissan 
PricewaterhouseCoopers  am 
United  Parcel  Service  on  how  ft 
foster  innovation.  Now,  usinj 
Idea  Factory  as  a  launchpad,  Ka< 
has  begun  to  spawn  several  Web 
centric  ventures  of  his  own.  It' 
the  first  time  since  Kao  stepper 
fully  out  of  academia  in  1996  tha 
he's  started  testing  his  theories  ii 
the  marketplace. 

His  most  ambitious  ventufl 
so  far  is  a  pan-European  con 
sultancy  called  Escador  tha 
Kao  hopes  will  become  th< 
Sapient  or  Scient  of  Europe 
referring  to  the  U.S. -based  Interne 
consultants.  Opened  just  in  Februaa 
Escador  already  has  offices  in  Amster 
dam  and  London  and  plans  six  more 
Last  fall  Kao  bought  the  venerable  Eal 
ing  Studios,  a  formerly  state-rui 
movie  lot  on  four  acres  in  London 
Kao  plans  to  convert  Ealing  into  a  dig 
ital  entertainment  magnet  makin 
content  for  the  Web  in  addition  t 
mainstream  films.  Idea  Factory  itsel 
is  set  to  open  sibling  offices  through 
out  Asia  and  Europe  to  launch  net 
dot.coms.  And  Kao  has  raised  $40  mil 
lion  from  outside  investors  toward 
$150  million  goal  to  build  Idea  Fac 
tory  Capital  Partners,  a  venture  func 
At  the  center  of  all  this  activity  is  Ka 
himself,  a  surprisingly  laid-back  son  cf 
Chinese  immigrants  who  on  a  recen 
morning  is  wearing  white  jeans  and] 
black  pullover  as  he  bounces  a  toy  ba 
against  the  wall  of  his  warehouse  offia 
"Two  and  a  half  years  ago  there  wa 
no  one  here  but  me,"  he  says,  wavB 
at  the  buzzing  6,000-square-foot  spaa 


THAT  WAS  THEN. 


THIS  IS  WOW. 


35,  THERE  WAS  NOTHING  ELSE  QUITE  LIKE  THE  CHEVY     SUBURBANS  NOW,  NEARLY  65      SUBURBAN 
i  LATER,  IT'S  STILL  AN  ORIGINAL.  THE  ALL-NEW  2000  CHEVY  SUBURBAN  HAS  A  MORE  ^^^ 

m 

3RTABLE  INTERIOR,  SMOOTHER  RIDE,  MORE  POWERFUL  VORTEC "  V8  ENGINES,  AND 

DVED  TOWING   AND   HAULING  CAPABILITIES.   THE    BEST    SUBURBAN    YET 

MERELY  AN   EXTENSION  OF   ITS  HERITAGE.   IT'S  THE   BEGINNING  OF  A  NEW   ERA. 


I 


Im  Corp.  Buckle  up. 


John  Kao 


JOhn  KdO  I  For  a  man  who's  never  known  exactly  where  he's 
headed,  Kao  has  made  plenty  of  interesting  stops  along  the  way. 


(950  Bom  to 
Chinese  immigrant 
parents.  Mom 
teaches  him  piano. 
M.D.-Ph.D.  dad 
pushes  him  toward 
medicine. 
1969  An  accom- 
plished jazz  pianist, 
spends  summer 
playing  keyboards 
for  Frank  Zappa. 
1972  Bachelor's 
degree  from  Yale 
in  philosophy  and 
behavioral  science. 


1977  M.D.  from 
Yale,  followed  by 
three-year  residency 
in  psychiatry. 
1982  Business  de- 
gree from  Harvard. 
Becomes  assistant 
professor  at  age  31 
and  teaches  creativ- 
ity for  13  years. 


Ealing  Studios. 


1987  Starts  Bio 
Surface  Technology 
(now  Genzyme 
Tissue  Repair), 
which  grows  new 
skin  for  burn 
victims. 

1989  Finances  and 
helps  produce  indie 
film  Sex,  Lies  & 
Videotape.  Film 
wins  Palme  d'Or 
at  Cannes. 
1992  Founds  K.O. 
Technology  (now 
Variagenics),  which 


Sex,  Lies  and  Videotape 


is  developing  a 
means  of  attacking 
cancer  cells  without 
harming  healthy 
ones. 

1996  Writes  best- 
selling  book  on 
creativity,  Jamming. 

1997  Founds  Idea 
Factory,  a  boutique 
creativity  consul- 


tancy in  Silicon 
Valley.  Clients 
include  Nissan, 
Pricewater- 
houseCoopers, 
Royal  Dutch/ 
Shell  Group, 
United  Parcel  Ser- 
vice. Now  expanding 
to  Europe  and  Asia. 

1998  Nominated 
for  Tony  for  pro- 
ducing the  play 
Golden  Child. 

1999  Buys  London's 
Ealing  Studios  with 
plans  to  turn  it  into 
a  new  digital  studio. 


2000  Starts 
Escador,  pan-Euro- 
pean-based e-busi- 
ness services 
consultancy  based 
on  the  Sapient  and 
Viant  models,  with 
offices  planned  for 
ten  foreign  capitals. 


"I  signed  a  ten-year  lease.  I  had  no  idea 
what  I  was  going  to  use  it  for,  but  my  gut 
told  me  there  would  be  a  very  interest- 
ing company  here." 

A  reminder  to  those  who  remember 
Kao  from  his  class:  A  key  element  of  any 
improvisation  is  abandoning  a  road 
map  of  where  you  are  going  and  trust- 
ing that,  as  Kao  puts  it,  "something  ex- 
traordinary is  going  to  happen." 

Now  the  warehouse  looks  like  a 
cross  between  a  film  stage  and  a  play- 
ground. Theater  lights,  used  during 
client  improvisations,  peer  from  tower- 
ing tripods.  A  pool  table  sits  in  one  cor- 
ner, next  to  hip-level  sandboxes  that  UPS 
executnes  recently  used  to  playact  ideas 
about  strategy.  According  to  his  whim, 
Kao  may  waive  a  clients  fee  if  there  is  a 
chance  for  an  Idea  Factory  joint-venture 
dow  n  the  line.  More  often  he  charges 
tees  into  the  six  figures. 

Kao  has  attracted  .\n  eclectic  cast  ol 
characters  to  his  universe.  Arnold 
Wasserman,  Xerox's  former  head  of  de- 
sign, helps  Idea  factory  clients  build 
creativity- inspiring  work  environ- 
ments. Benjamin  Mordecai,  associate 
dean  of  the  Vile  School  of  Drama,  sits 
on  the  advisory  board.  So  does  William 
Tai,  a  venture  capitalist  with  iyt  who 
provided  the  seed  money  for  Transmeta 
( 'orp.  A  tireless  networker,  Kao  is  lever- 
aging an  impressive  Rolodex  to  build 
his  businesses.  Tai  was  among  the 


2,000-plus  Harvard  Business  School 
graduates  who  took  Kao's  class  (Can- 
dace  Carpenter  of  Ivillage  is  another). 
"I  just  want  to  see  the  guy  succeed,"  says 
Tai,  who  travels  with  Kao  to  Europe  to 
promote  Escador. 

On  a  Wednesday  in  mid-March  a 
squad  of  former  Israeli  fighter  pilots  de- 
scended on  Idea  Factory.  Their  com- 


cubator  companies,  are  they  going  t 
care  about  Singapore?"  he  says,  toutiri 
his  international  credentials.  "You're  n< 
going  to  get  that  from  Sky  Dayton 
Ecompanies].  Bill  [Tai]  and  I  will  r. 
going  to  Singapore." 

The  visitors  ask  how  much  Ka 
wants  from  them  for  Idea  Factory  Cap 
tai  Partners.  Kao  casually  mentions  $ 


"He's  a  guy  who's  had  15  former  lives  am 
now  he's  bringing  them  all  together." 


pany,  New  York-based  Rt-Set,  uses  Is- 
raeli flight-simulator  technology  to 
build  digitally  animated  studio  environ- 
ments that  replace  costly  physical  sets 
for  CBS,  ABC  and  other  broadcasters.  Rt- 
Set  wants  to  brainstorm  ideas  for 
putting  the  technology  on  the  Web  or 
combining  it  with  Ealing  Studios. 

While  that  workshop  is  underway  in 
the  center  of  the  warehouse,  Kao  wel- 
comes two  Singaporean  businessmen. 
They  want  to  invest  in  Kao  if  Idea  Fac- 
tory opens  a  location  in  Singapore  to 
nurture  deals  there  in  an  incubator- like 
environment. 

"We  are  interested  in  getting  some  of 
our  private  investors  into  doing  a  CMGI 
type  of  thing,"  one  tells  Kao.  Kao  hates 
the  term  incubator  but  finds  it  unavoid- 
able when  he's  pitching  potential  in- 
vestors. "If  you  go  to  one  of  the  big  in- 


million  and  sketches  a  scenario:  "S 
imagine  that  right  in  the  center  of  towi 
there's  an  Idea  Factory.  [Local  entrepn 
neurs]  can  instantly  start  interactir 
with  Idea  Factory  teams  around  tr 
world.  The  people  in  Singapore  ha\ 
great  ideas.  It's  like  going  to  Studio  5 
to  a  hot  spot." 

Whether  either  Singaporean  unde; 
stands  the  reference  to  the  decadei 
1 970s  disco  is  hard  to  tell.  But  it  seems  t 
work.  "If  I  put  in  $15  million,  I  think 
have  a  convincing  story  to  tell,"  one  say 

The  same  day  Kao  chats  on  th 
phone  to  Paris  with  former  Harvar 
Business  School  classmate  Linda  Karm; 
A  past  executive  in  sales  and  marketin 
in  Europe  with  Apple,  Silicon  Graphic 
and  Lexmark,  Karma  is  setting  up  E« 
cador  in  France  and  hunting  down  th 
kind  of  open  warehouse  that  coul 
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She's  delighted  to 
be  offering  both 
phone  and  online 
customer  service. 


Hi 


(Doesn't  realize  she's  actually 
driving  her  customers  nuts.) 


jr  voice  and  online  customer  service  systems  are  unable  to  share  information,  it's  like 
;ft  hand  not  knowing  what  the  right  hand  is  doing.  Which  is  enough  to  drive  your 
mers  away.  Genesys  interaction  management  solutions  let  you 
nlessly  integrate  your  voice  and  online  systems.  So  you  can  provide  your  customers  with 
jsitive  experience  every  time.  Visit  www.genesyslab.com  or  call  1-888-GENESYS. 

ICATEl   COMPANY 


GENE  SYS 


Better  Interactions. 
Better  Business. 


John  Kao 


What  do  Professional 

Traders  Have  in  Common 

That  Makes  Them 

I  Successful? 

nuDF.  i 

FINAN(.IAI| 
FREEDOM 


VAN   IHARI*  S  SI  I  RliN  l() 
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house  a  local  Idea  Factory.  Escador  will 
hold  licenses  to  operate  Idea  Factory  lo- 
cations throughout  Europe.  Kao  also 
talks  with  Leen  Zevenbergen,  Escador's 
Netherlands-based  chief  executive. 
Zevenbergen  gave  up  a  $1  million  salary 
running  the  Dutch  operations  of  the  big 
European  consulting  firm  Origin  to  tie 
his  fate  to  Kao's  vision. 

"Every  morning  a  driver  picked  me 
up  to  take  me  to  the  office.  It  was  ex- 
tremely nice,  but  extremely  boring," 
Zevenbergen  says,  almost  yawning. 

Now  Zevenbergen  poaches  from  the 
ranks  of  Origin,  Andersen  Consulting, 
PricewaterhouseCoopers  and  others  to 
build  Escador.  He's  hired  80  people  so 
far,  claims  to  have  another  100  in  the 
pipeline  and  expects  a  total  of  550  by 
year-end.  "These  people  don't  want  to 
work  in  those  hierarchical  environments 
anymore,"  he  says. 

Like  a  moth  to  light,  Zevenbergen's 
curiosity  drew  him  to  Kao.  While  at  Ori- 
gin he  brought  Dutch  clients  to  San 
Francisco  to  visit  cutting-edge  compa- 
nies. He  had  heard  about  Kao  and 
brought  his  clients  with  him  to  visit. 

"I  was  actually  not  lis- 
tening very  much  to  my 
customers;  I  was  noticing 
that  this  was  a  much 
more  creative  work  envi- 
ronment," he  said.  Kao 
and  Zevenbergen  both 
felt  that  Europeans 
weren't  being  served  by  a  focused  Inter- 
net consultancy.  They  talked  about  start- 
ing a  company. 

Escador  was  born  a  few  months  later 
in  Amsterdam  following  a  chance  meet- 
ing in  a  hotel  lobby  between  Esther 
Dyson,  Zevenbergen  and  Kao.  A  long- 
time acolyte  of  the  newsletter  doyenne, 
Zevenbergen  wanted  her  blessing  for  Es- 
cador. She  gave  it,  and  Escador  went  on 
to  raise  $14  million,  which  it  is  consum- 
ing at  the  rate  of  $1.5  million  a  month. 

As  with  the  warehouse  in  San  Fran- 
cisco, Kao  can't  say  for  sure  what  he  ex- 
pects will  come  of  the  Idea  Factory  loca- 
tions he  plans  to  open  in  Europe  under 
the  Escador  umbrella.  He  simply  trusts 
that  new  businesses  of  some  stripe  will 
emerge.  He  has  much  the  same  feeling 
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about  Ealing  Studios,  famed  for  sucq 
films  as  NottingHill  and  Spice  World. 

Together  with  three  British  part- 
ners, Kao  beat  out  some  20  other  bid- 
ders for  Ealing  in  November,  buying  I 
the  aging  studio  for  about  $10  million 
from  the  National  Film  and  Televisior  I 
School  of  London.  Kao  wants  to  turr 
the  studio  into  a  digital  mecca  for  cin 
ematographers,  e-commerce  entrepre 
neurs  and  venture  capitalists. 

One  of  Kao's  preoccupations  at  th< 
moment  is  the  next-generation  movit 
studio.  "The  Hollywood  studio  had  < 
logic  that  evolved  as  the  business  evolved 
I  don't  think  anyone  has  any  idea  what  < 
virtual  studio  will  be,"  he  muses. 

Kao  sure  doesn't.  In  pitching  th 
Singaporeans,  he  suggested  that  Ealin 
could  be  helpful  for  young  companie 
that  are  creating  new  media  content 
"Define  new  media,"  one  of  the  met 
shot  back.  Kao  shrugged  and  instead  de 
scribed  Rt-Set's  plans  to  do  work  then 
Nonetheless,  Kao  is  personally  bettin 
his  $1.7  million  investment  in  Ealin 
that  the  studio  will  fill  an  as  yet  unde 
fined  demand. 


"I  don't  think  anyone  has 
any  idea  what  a  virtual 
studio  will  he." 


To  find  some  answers,  Kao  escapes  to 
one  of  his  "white  spaces,"  a  sort  of  pied 
a-terre  in  which  to  think  Big  Thought 
Jazzman  Charlie  Parker  was  known  to 
have  retreated  to  the  Ozarks  to  "wood 
shed,"  or  hone  his  craft  with  his  band 
Kao  woodsheds  alone  in  an  otherwis 
empty  apartment  in  downtown  Sai 
Francisco  where  he  keeps  an  electroni 
keyboard,  a  stereo  and  several  large  fli| 
pads  of  paper.  When  he  goes  there  h 
might  meditate,  play  music,  read  a  bool 
or  doodle.  Or  just  goof  off. 

"The  Zen  Buddhists  say  the  mind  i 
like  muddy  water.  You  need  to  sit  for 
while  and  let  it  clear,"  Kao  says,  some 
what  cryptically.  "Everyone  needs  a  tre 
house  where  they  can  go  and  get  a 
on  the  big  picture." 
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Drawing 
Talent 

The  Web  is  pulling  animators 
from  obscurity  and  poverty  into 
the  Hollywood  limelight. 

BY  DOUG  DONOVAN 

A  STUDIO  AU>11  NCE  HOWLS  WITH 
laughter  and  applause  as  God  and 
the  Devil,  the  two  cartoon  hosts 
of  a  new  online  talk  show,  cavort  with 
their  famous  guests:  Anthropologist 
lane  ( ioodall  picks  lice  from  God's  hair. 
Actor  lohn  Wayne  confesses  to  the 
!  that  he  is  a  gay  nudist.  Physicist 
ten  1  Iawking  teaches  Clod  a  thing 
or  two  about  the  universe. 


The  God  &  Devil 
Show,  a  thinly  veiled  In- 
ternet parody  of  Regis 
and  Kathie  Lee  (respec- 
tively), is  the  creation  of 
31 -year-old  San  Fran- 
cisco animator  Aubrey 
Ankrum.  Since  its  No- 
vember debut,  400,000 
fans  have  flocked  to 
Ankrum's  six-minute 
weekly  parade  of 
celebrity  caricatures. 

Those  are  400,000 
more  fans  than  Ank- 
rum, a  dropout  of  San  Francisco  Uni- 
versity, ever  imagined  he  would  have. 
Five  years  ago  the  only  audience  for  his 
cartoons  were  people  who  glanced  at  his 
work  on  the  wall  of  the  ice  cream  parlor 
where  he  scooped  for  $6.50  an  hour.  "I 
was  such  a  loser,"  says  Ankrum.  Now  he 
earns  close  to  $80,000  a  year,  not  count- 
ing options,  at  Mondo  Media,  a  San 
Francisco  animation  studio  planning  to 
go  public  this  year. 


in  J 
,1 


Animators  have  long  toiled  at  th 
bottom  of  Hollywood's  entertainmei 
hierarchy.  They  either  starved  trying 
get  plum  assignments  from  advertis 
agencies  or  worked  as  slaves  inside 
studio-owned  animation  factory. 

Today  they  are  in  demand  lik*' 
never  before  and,  in  many  cases,  calling 
the  shots  over  their  creative  output  6 
box,  p.  110).  New  animation  techno 
ogy  has  made  Web  cartoons  cheap 
create  and  easy  to  stream  over  56-kik 
bit  modems.  Ironically,  it  is  one  of 
Web's  weaknesses — a  lack  of  broa 
band  access  necessary  to  broadca 
live-action  video — that  has  given  an|C 
mation  a  new  life. 

Internet     companies     such 
Mondo  Media,  Shockwave,  Level 
and  Icebox  are  falling  all  over  th 
selves  to  hire  animators  to  desil 
three-  to  six-minute  animated  sho1 
The  animators  who  attract  followi 
on  the  Web  stand  a  chance  of  bre 
into  the  big  time  with  film  and  telev 
sion  deals.  For  now,  at  least,  the  Web 
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making  it  possible  for  any  and  every 
obscure  artist  to  attract  from  100  to  a 
million  fans  they  could  otherwise 
never  have  found.  "This  sure  is  the  an- 
imator's time  in  the  sun,"  says  Oscar- 
nominated  animator  Bill  M.  Plymp- 
ton  of  New  York. 

The  sun  won't  shine  forever.  When 
high-speed  access  becomes  widespread, 
live-action  video  may  very  well  send 
animators  right  back  into  obscurity. 

But  right  now  it's  haymaking  time. 
Celebrity  animators  like 
South  Park  creators 
Matthew  Stone  and  Trey 
Parker  landed  a  $2  mil- 
lion deal  to  create  shows 
for  Shockwave.com.  But 
even  lesser- known  veter- 
ans are  benefiting. 

Corky  Quakenbush 
recendy  caused  a  bidding 
war  between  two  sites, 
Pop.com  and  Z.com, 
over  his  new  stop-action 
short.  In  it  a  doll  named 
Bibby  becomes  a  phone- 
sex  operator  to  solve  her 
family's  debt  woes  only 
to  find  out  her  husband's 
phone  sex  calls  caused  all 
the  trouble.  "It's  like  the 
land  rush  of  the  1800s," 
says  Quakenbush.  His 
Space  Bass  Films  has 
been  around  for  25 
years. 

Atom  Films,  an  on- 
line animation  studio, 
recently  paid  $50,000  for 
an  18-month  exclusive 
on  Web  broadcast  rights 
ot  Bill  Plympton's  eight- 
hour  collection  of  work. 

Studios  either  run 
the  shorts  themselves  or 
sell  them  to  portals  like 
Netscape's  Netcenter 
.\nd  Time  Warner's  En- 
tertaindom,  which  see 
animation  as  the  way  to 
keep  visitors.  Mondo 
Media  has  syndicated 
shows  such  as  Thugs  on 
Film  and  Like,  News  to 


15  different  sites  that  pay  $500  per 
episode  for  orders  of  13  to  52  episodes. 
Mondo  Media  inserts  10-second  com- 
mercials and  splits  the  revenues  with 
portals.  Venture  capitalists  are  getting 
animated  about  the  business,  pumping 
$20  million  into  Mondo  Media  and  $44 
million  into  Shockwave. 

Fueling  the  spread  of  quickie  ani- 
mation on  the  Web  is  Flash,  an  inge- 
nious piece  of  software  for  creating 
and  viewing  Web  animation.  Since 


Macromedia  introduced  Flash  in  199 
220  million  copies  of  the  free  view 
have  been  downloaded  from  Macr 
media.com  and  Flash.com.  The  con 
pany  has  sold  400,000  copies  of  tl 
$300  version  used  to  create  shows. 

Flash  turns  painstaking  hours 
animation  into  a  streamlined  compu 
erized  process.  Instead  of  taking  a  pix< 
by-pixel  approach,  Flash  uses  vecto 
based  graphics,  which  describe  motio 
color  and  images  in  mathematic 


Twisted  but  Free 


The  Web's  new  hero:  gun-toting  misogynist  George  Liquor. 

John  Kricfalusi's  new  animated  Web  series 
opens  with  an  idyllic  scene  of  songbirds 
and  happy  worms  rising  to  meet  the  day.  A 
dog  appears  with  a  comic  book  and  cigarette  in 
hand.  The  camera  pans  to  a  closeup  of  the  dog's 
posterior.  Moments  pass.  Then  the  dog's  do-do 
rises,  too,  to  dance  in  celebration  of  the  dawn. 

Pretty  sick  stuff,  which  is  why  you  won't  find 
the  show,  The  Goddamn  George  Liquor  Program, 
on  Nickelodeon  or  any  other  cable  or  network 
channel.  Instead  it  runs  at  Kricfalusi's  Web  site, 
Spumco.com. 

Even  as  the  Web  brings  long-delayed  finan- 
cial success  to  animators,  for  artists  like  Kric- 
falusi,  this  new  mass  medium  offers  their  first 
real  opportunity  for  total  creative  freedom. 

Kricfalusi  is  best  known  as  the  creator  of 
Nickelodeon's  famously  ribald  The  Ren  &  Stimpy 
Show,  but  he  and  Nickelodeon  had  a  bitter  part- 
ing in  1992.  "I  had  to  convince  at  least  five  people 
to  agree  with  my  ideas  and,  at  the  end  of  the  day, 
whatever  I  did  there  I  did  not  own,"  he  says. 


Over  the  next  few  years 
struggled  to  find  a  home  for  I 
Goddamn  George  Liquor  Pi 
gram.    A   comic-book    seri 
folded  after  four  issues.  Kri 
falusi's  first  attempts  on  the  I 
ternet,  using  primitive  anim 
tion  technology,   resulted 
images  that  took  too  long 
load  and  were  too  static  to 
entertaining.  But  the  idea 
going  back  to  the  networks 
pulsed  him. 

In    1997    he    came    up 

Macromedia's  Flash  and  use( 

to  create  his  first  episode 

Goddamn  George.  It  was  an 

stant  draw.  More  than  10  million  viewers  hi 

seen  one  of  the  eight  episodes,  according  to  Kr 

falusi.  The  Spumco  site  receives  I  million  uni 

visitors  per  month.  Tower  Records  and  CDW 

have  signed  on  as  sponsors,  paying  a  one-ti 

fee  of  between  $50,000  and  $75,000  for  a  J 

second  plug. 

Kricfalusi  has  yet  to  sell  a  banner  i 
though,  because  of  the  show's  foul  langua 
and  nudity.  So,  in  November,  he  introduc 
the  Wally  Whimsy  Show,  a  kid-friendly  ser 
starring  a  precocious  green  gremlin  who  li 
bowling  and  guzzling  soda  pop.  Spumco 
courting  cereal  companies  like  General  Mills 
fund  the  series. 

Kricfalusi  is  working  on  raising  $5  million 
a  cartoon  portal  featuring  works  by  himself  a 
other  animators.  One  thing  that  won't  change 
his  stance  against  censorship.  "We  would  like 
find  like-minded  sponsors  who  do  not  havt 
problem  with  our  content."  Good  luck  thei 

—Josephine  L 
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Flash  in  the  pan?  Animation  technology  has  helped  turn  the  obscure  Homer  Reyes  into  an  Internet  star. 


recipes  that  are  more  compact  than 
pixels.  As  a  result,  30  seconds  of  anima- 
tion that  once  used  4  megabytes  of 
bandwidth  now  only  needs  up  to  400 
kilobytes,  and  is  therefore  faster  to 
download  and  play. 

All  this  has  given  former  starving 
artists  a  feast  of  opportunities.  De- 
mand is  so  good  now  that  animators 
feel  emboldened  enough  to  quit  once- 
prized  studio  jobs.  Michael  Dougherty, 
a  25-year-old  from  Columbus,  Ohio, 
took  the  straight-and-narrow  route: 
fdm  school  at  New  York  University, 
then  a  $50,000-a-year  job  drawing  for 
Nickelodeon. 

But  his  office  there,  once  cluttered 
with  sketches  and  plastic  Godzilla 
dolls,  is  now  vacant  Dougherty  quit  in 

li  to  freelance  his  own  characters. 

working  from  an  apartment  in 

-  and  an  office  in  Los  Angeles, 

creating  animated  shorts  for  a  teen 
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Web  portal  and,  in  his  spare  time,  de- 
veloping animated  pets  called  Pocket 
Monkeys  for  handheld  devices  like 
PaJmPilots. 

If  Dougherty  had  stuck  it  out  at 
Nickelodeon  he  might  have  hit  $80,000 
management  pay.  By  going  it  alone  he 
sets  himself  up  for  a  director's  $120,000 
salary.  But  Dougherty  is  also  open  to 
full-time  positions  at  dot. corns.  He  is 
currently  developing  his  own  charac- 
ters at  Eruptor.com.  "There  are  millions 
of  places  to  pitch  your  ideas,"  he  says. 

Some  former  starving  artists  can 
even  find  themselves  the  subject  of  bid- 
ding wars.  For  the  past  12  years  Homer 
Reyes  has  rented  a  room  for  $400  a 
month  in  the  same  house  he  lived  in 
while  an  art  student  in  Pasadena.  The 
Web  has  changed  that.  In  January  Reyes 
joined  Entertaindom,  lured  by  the 
Fime  Warner  division's  steady  $60,000 
salary  and  potential  stock  options.  Days 


after  he  started  the  3; 
year-old     bought 
Harley-Davidson  XL 
Sportster  883. 

As  quick  as  he  coul 
take  the  Harley  fori 
spin,  Icebox.com  carrl 
calling.  The  Santa  Moi 
ica,  Calif,  company  th 
produces  original  an 
mated  series  offered 
high-five-figure  salarn 
several  thousand  oj 
tions  and  a  chance  I 
showcase  his  own  cr(* 
ations  like  Ben  the  Fro) 
who  struggles  with  tl 
fact    that    kisses   w 
never    make    him  \i 
prince.  He  took  the  joi 
Not  every  animate 
is    buying    into    tl| 
dot.com   gravy  trail 
Freelancer  Stev<k 

Dovas  has  worked  o 
of  his  Brooklyn  brow 
stone  for  the  past  ei; 
years.  While  he  coul 
avoid  Web  work  if 
tried,  Dovas  focusi 
more  on  tradition 
commercial  work.  F 
second-floor  studio  is  a  testament 
how  traditional  tools  and  Web  techm 
ogy  still  compete  in  the  industry.  T 
front  room  is  all  pencils,  pens  ai 
paper;  the  back  room  is  all  monito 
mouse  pads  and  modems. 

In  the  front  room  his  art-stude 
assistant,  Darcy  Vorhees,  hunches  en 
a  drawing  table,  carefully  inking  a 
vault  for  a  10-second  ad  that  will 
two  weeks  to  finish.  Meanwhile,  in 
back  room,  Dovas  is  teaching  hims 
Flash.  The  37-year-old  is  no  technolc 
newbie.  In  1995  he  directed  the  fi 
version  of  Microsoft  Office's  pesky  a 
mated  paper  clip. 

But,  as  a  seasoned  vet,  Dovas 
every  boom  goes  bust.  "I  rememl 
the  mid-1980s,  when  animators  wv 
really  hungry,"  he  says.  That's  son' 
thing  young  animators  have  ne^ 
experienced. 

At  least,  not  yet. 


HARTICTF 


Y  PETER  BRIMELOW 

(eeping  Up 

emember  earning  your  age?  Now  you  ought  to  be  earning  your  blood  pressure. 

F  YOU  WANT  TO  KNOW  HOW  YOU  STACK  UP  AGAINST  YOUR  CONTEMPORARIES, 
this  display  of  data,  drawn  from  a  custom  run  we  ordered  from  the 
Census  Bureau,  will  help.  The  numbers  represent  household  income  at  various 
>ints  on  the  age  spectrum,  plotted  for  three  different  percentile  rankings. 

Thus,  if  you  are  55-59,  your  household  income  has  to  exceed 
25,000  to  put  it  in  the  top  1%.  For  people  aged  15-24,  the  top        $324,700 
'o  threshold  is  just  over  $130,000.  (Maybe  it's  true  what 
ey  say  about  Silicon  Valley  teenagers.) 

For  comparison,  our  marketing  department  estimates 
edian  (half  above,  half  below)  household  income  of 
'RBES  readers  at  $167,000.  That's  slightly  under  the  98th 
rcentile  threshold  for  all  house- 
Ids— about  $185,000. 
r  further  comparison, 
50th  percentile  for 

households   is   only 

8,000.  F  99th  percentile 

threshold,  all 
household  incomes: 

$238,900 


$312,9001 


95th  percentile 

threshold,  all 

household  incomes: 


90th  percentile 
!  threshold,  al| 
household  incomes: 

$100,100 


5  to  24       25  to  29 


45to49        50to54 


i. 


$54,300 
65  to  69       70  to  74     75  and  over 
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Pierre  Omidyar  invented  Ebay  and  made  billions 
of  dollars.  That  turned  out  to  be  the  easy  part. 
Now  he  wants  to  give  it  away— and  reinvent 
charity  in  the  process,  by  quentin  hardy 


PIERRE  OMIDYAR,  THE  FOUNDER 
of  Ebay,  had  been  one  of  the 
world's  richest  men  for  about 
a  month  when  he  and  his  wife, 
Pamela,  went  to  a  brunch  at 
Yahoo  founder  Jerry  Yang's  home  in  Los 
Altos,  Calif,  in  November  1998.  The 
money  did  not  set  him  apart  from  the 
other  guests,  however.  The  40  couples, 
who  ate  wild  mushrooms  and  sushi  as 
they  admired  Yang's  view  from  the  hills 
of  Silicon  Valley,  were  worth  about  $30 
billion  total. 

They  were  all  under  35  and  had 
gathered  to  talk  money — giving  it  away, 
not  making  it.  Omidyar  and  the  others 
wanted  to  learn  how  to  do  charity  as 
smardy  and  efficiently  as  they  do  busi- 
ness. They  listened  to  experts  talk  about 
foundation  tax-planning,  about  big 
causes  like  wiring  up  American  schools 
and  helping  poor  kids  overseas. 

But  as  the  Omidyars  drove  their 
Volkswagen  Cabriolet  back  to  their 
home,  furnished  with  budget  brands 
from  a  Target  store,  they  felt  only  more 


confused — like  not  a  few  of  the  acciden- 
tal billionaires  in  the  Valley.  This  much 
money  changes  things,  he  knew,  and  he 
yearned  to  do  good,  not  just  live  large. 
But  how,  and  through  whom?  Just  writ- 
ing bigger  checks  was  not  enough. 
"There  were  too  many  good  causes,"  he 
says.  "How  do  you  do  it  well?" 

Omidyar  and  others  among  the  new 
superrich  share  something  the  rest  of  us 
feel  about  them:  a  gnawing  unease  that 
their  massive,  newly  minted  wealth 
somehow  came  a  little  too  fast,  a  Little  too 
easily.  They  have  heard  the  sniping  that 
their  own  charitable  giving  hasn't  quite 
kept  pace  with  their  rise  in  wealth.  Yet 
they  also  feel  that  passively  turning  over 
billions  to  a  foundation  of  the  sort  left 
behind  by  Rockefeller  or  Ford  is  a  cop- 
out.  Too  many  of  these  self-perpetuating 
entities  are  wasteful  and  inefficient. 

"You  know,  it  would  be  possible  to 
blow  $100  billion"  and  have  no  impact 
at  all,  says  Patricia  Stonesifer,  who  man- 
ages the  $21  billion  Bill  and  Melinda 
Gates  Foundation  (see  box,  p.  116). 


That's  what  bothered  Omidyar — h 
could  exhaust  his  fortune  and  fail  ti 
achieve  anything.  At  32  he  had  a  life 
time  ahead  of  him  to  figure  out  how  t 
do  it  right.  This  iconoclastic  program 
mer,  who  had  combined  one  good  ide 
with  the  right  few  lines  of  software  tl 
make  an  overnight  fortune,  wante 
something  radical  out  of  the  philan 
thropy  business. 

Since  that  brunch  with  Jerry  Yan 
the  Omidyars'  stake  in  the  auction  se 
vice  has  grown  to  $6.6  billion.  They  di 
cided  early  on  to  give  away  nearly  all  i 
it — but  by  experimenting  with  a  ne 
type  of  philanthropy.  They  hope  it  ca 
be  as  powerful  an  agent  for  socii 
change  as  Ebay  and  the  Web  are  fc 
commerce. 

Like  a  venture-capital  firm,  they  ai 
seeding  a  number  of  small  causes  in 
style  that  has  come  to  be  called  ventui 
philanthropy.  The  Omidyars  will  gi\ 
more  money  to  charities  that  folkv 
solid  business  plans  and  meet  th 
Omidyars'  benchmarks,  such  as  creai 
ing  earnings  streams  that  sustain  th 
nonprofit  work.  Then  their  Darwiniai 
unsentimental  aim  is  to  drop  the  flof 
and  expand  the  successes,  forming  n; 
tional  organizations. 

The  couple  is  also  fostering  a  ne 
work  of  "social  entrepreneurs"  wh 
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share  their  uneasiness  over  how  few 
problems  are  solved  by  traditional  phil- 
anthropy. Just  as  Webheads  demolished 
old  business  models,  Pierre  and  Pam 
Omidyar  strive  to  demolish  old  philan- 
thropic models  in  favor  of  new  ones 
that  deliver  on  that  very  elusive  goal  of 
all  grant  givers,  accountability. 

"When  you  create  wealth  in  a  short 
time,  you  think  about  philanthropy  as 
you  think  about  a  business,"  says 
Omidyar,  a  compact,  soft-spoken  man. 
"You  don't  move  from  saying,  'How 
can  we  rationalize  an  industry?'  to 
'Where  do  I  sign  the  big  check?'"  His 
charity  adviser,  Lorna  Lathram,  puts  it 
even  more  bluntly:  "We  have  a  tremen- 
dous amount  of  product — 


human  problems. 

What's  more,  some  of  the  pursuits 
of  these  venture  philanthropists  seem 
more  like  self-serving  science  projects: 
Never  mind  feeding  the  poor,  let's  wire 
up  schools  for  Web  surfing.  Meanwhile, 
millions  suffer.  "We're  in  the  disaster 
business — disasters  of  nature  or  broken 
homes,  or  trying  to  survive,"  says 
Robert  Rudd,  community  relations  and 
development  secretary  for  the  Salvation 
Army  in  California.  "It's  hard  to  sell  to 
foundations." 

Pierre  and  Pam  Omidyar  admit  as 
much.  They  have  nixed  heart-rending 
solicitations  with  shorter-term  goals, 
like  sheltering  battered  women,  edu- 


ica.  They  see  the  phenomena  of  ki 
killing  kids,  hunger  among  plenty,  i 
derly  living  alone  and  families  breakij 
down — all  because  of  frayed  conne 
tions.  "People  on  the  street  won't  lo< 
you  in  the  eye,  because  they  are  afra 
you're  an  ax  murderer,"  Pierre  Omi 
yar  says.  "The  idea  of  a  communi 
with  difference  and  common  respoi 
sibility,  has  been  lost  in  America.  \ 
want  to  bring  it  back." 

The  nation's  needs  far  outstrip  a. 
fortune,  so  he  hopes  to  build  a  mo 
systemic  fix.  "We're  hoping  to  bui 
something  that  gets  more  children  t 
through  second-order  effects."  For  i 
stance,  an  educational  venture  could  < 


money.  Our  problem  is,  we 
don't  have  any  decent  delivery 
mechanism — charities." 

That  must  make  the  folks    

at  the  Ford  Foundation  and 
United  Way  grit  their  teeth.  No  decent 
charities?  There  is  no  assurance  that 
Omidyar's  efforts  will  reap  any  greater 
good  than  the  old  guard.  Earlier  phil- 
anthropists have  tried  to  get  charity 
to  run  like  a  business,  only  to  see  the 
idea  dissolve  in  the  messiness  of 


Feeding  children  is  important,  and  we're  sa 

We're  hoping  to  build  something 


eating  the  illiterate,  feeding  hungry 
children. 

"Feeding  children  is  very  impor- 
tant, and  we're  saying  'no'  to  that," 
Omidyar  concedes.  Their  agenda  is 
somewhat  evanescent:  They  hope  to 
rebuild  a  sense  of  community  in  Amer- 


tract  employers  and  create  jobs.  Spok 
like  a  venture  capitalist  in  search  ol 
sustainable  business. 

They  gave  $1  million  to  New  Pro 
Inc.,  a  Boston  nonprofit  that  h 
funded  "social  entrepreneurs"  in  su 
causes  as  early  reading  and  pub 


The  World's 
Richest  Donors 


READ  THE  RECENT  NEWSPAPER  HEADLINES  AND  YOU'D  FIGURE  THAT  BILL 
Gates  will  go  down  in  history  as  the  guy  who  lost  a  giant  antitrust 
case.  But  a  generation  from  now,  Gates  may  be  best  known  for  his 
philanthropy. 

Over  the  past  year,  Microsoft's  chairman  and  his  wife,  Melinda  French 
Gates,  have  put  stock  now  valued  at  $21  billion  into  the  Bill  and  Melinda 
Gates  Foundation,  making  it  the  richest  philanthropic  organization  in  the 
world.  Once  again,  the  information  era  is  overtaking  traditional  industry. 
The  foundations  built  with  industrial  money— Ford,  Rockefeller,  Carnegie 
and  so  on— are  still  big  but  not  growing  as  fast  as  their  info  brethren.  Close 
behind  the  Gates  Foundation,  for  example,  is  the  David  and  Lucile  Packard 
Foundation,  with  an  endowment  of  $13  billion. 

The  Gates  Foundation  sits  solidly  between  the  philanthropic  traditions 
of  the  past  and  the  activist  philanthropic  agendas  of  the  high-tech  commu- 
nity. Like  the  pillars  of  the  corporate  world,  traditional  institutions  are  run  by 
professional  directors  rather  than  by  the  people  who  made  the  fortunes. 
The  difference,  suggests  Patricia  (Patty)  Stonesifer,  a  former  Microsoft  vice 
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Since  November  Omidyar  has  promised  $35  million  to  various  nonprofits.  He  calls  the 
money  "a  learning  process,"  as  his  foundation  identifies  causes  and  ramps  up  its  funding. 


'eninsula  Community 
"oundation. 
>an  Mateo,  Calif. 
;n  million" 

'romotes  commu- 
lity  philanthropy  by 
Hatching  donors 
vith  causes  in  edu- 
:ation,  health  care, 
lousing,  technol- 
gy  training. 


Community  Founda- 
tion of  Silicon  Valley, 
San  Jose,  Calif. 

$10  MILLION 

The  organization 
funds  programs  in 
education,  urban 
rehabilitation,  com- 
munity arts  and 
training  charity 
volunteers. 


Tufts  University, 
Boston,  Mass. 

$10  MILLIO~N~ 

Funds  student  and 
teacher  projects  to 
aid  poor  neighbor- 
hoods; scholarships 
for  students  with  a 
history  of  perform- 
ing volunteer  work. 


Ebay  Foundation, 
San  Jose,  Calif. 

$2.5  MILLION 

Makes  small-scale 
grants  to  commu- 
nity organizations 
in  housing,  educa- 
tion, employment 
counseling  and 
food  distribution. 


New  Profit  Inc., 
Boston,  Mass. 

$1  MILLION~ 

With  Monitor  Con- 
sulting Group,  New 
Profit  supports 
nonprofits,  based 
on  meeting  bench- 
marks. Funds 
health  care,  men- 
toring teens. 


Global  Education 
Partnership, 
Oakland,  Calif. 

$165,000 

Pays  for  business 
manager  to  develop 
ways  the  interna- 
tional education 
nonprofit  can 
become 
self-sustaining. 


to  that. 

lots  more  children 

alth  clinics.  They  will  deploy  consul- 
its  to  find  the  winning  elements  of, 
',  an  after-school  program  that  keeps 
is  out  of  trouble  by  pairing  them 
th  volunteers  from  the  working 
>rld,  like  high-powered  attorneys 
to  run  mock  trials. 


The  Omidyar  Founda- 
tion will  start  small,  dis- 
pensing $20  million  this 
#       ■  j;    year  and  ending  the  year 
I  Bilt       with  assets  of  $100  million. 
Omidyar  vows  that  by  the 
year  2020,  when  he  will  be  52,  he  will 
have  turned  over  all  but  1%  of  his 
wealth.  He'd  do  it  sooner  if  he  didn't 
have  to  worry  about  hurting  Ebay's 
stock  price  (he  owns  28%  of  the  stock; 
if  his  foundation  held  that  stake,  fed- 
eral tax  laws  would  compel  it  to  sell 


president  who  now  cochairs  the  Gates  Foundation,  is 
one  of  passion  and  direction. 

"Living  donors  are  directing  very  large  quantities  of 
money,"  Stonesifer  says.  "They're  having  a  personal  im- 
pact on  deciding  how  to  use  the  money." 

The  first  decision:  Bet  big.  Entrepreneurs  like  Gates 
didn't  make  their  fortune  by  shying  from  risk.  Put  that 
attitude  into  philanthropic  gear  and  it  means  they  want 
to  solve  Big  Problems. 

This  year  the  Gateses  will  disburse  $1  billion,  almost 
all  of  it  going  into  two  causes:  learning  and  health.  The 
foundation  has  a  precise  list  of  goals,  among  them  erad- 
icating polio  worldwide,  immunizing  children  in  poor 
countries  and  putting  computers  in  libraries.  With  an  eye 
toward  being  a  good  neighbor,  the  Gateses  have  also 
earmarked  funds  for  causes  like  local  Outward  Bound 
programs  and  the  Seattle  Art  Museum. 

Stonesifer  knows  that  even  with  its  billions,  the 
Gates  Foundation  needs  allies.  That's  where  chairman 
Bill's  hobnobbing  with  world  leaders  and  other  industry 
moguls  pays  off.  "When  he  goes  places,  the  mail  starts 
flowing,"  Stonesifer  says.  "A  lot  of  his  life  informs  our 
philanthropy."  —Elizabeth  Corcoran 


many  of  the  shares  within  five  years). 

Omidyar  is  giving  away  money  in 
America  while  spending  much  of  his 
own  time  in  his  native  Paris.  He  has 
close  relatives  there  and  works  on 
Ebay's  international  expansion.  Trea- 
suring his  low  profile,  he  notes  that 
Ebay's  fame  in  the  U.S.  has  company 
President  Margaret  Whitman's  kids 
begging  her  to  keep  off  magazine  cov- 
ers for  a  while. 

Omidyar's  predecessors  took  their 
business  lessons  to  the  nonprofit  sector 
on  a  grander,  more  institutionalized 
scale.  John  D.  Rockefeller  made  a  for- 
tune rationalizing  systems  of  large-scale 
production  and  transportation.  On  the 
philanthropic  side,  he  likewise  went  for 
big  undertakings — universities,  re- 
search institutes  and  schools  for  mi- 
norities. They  accomplished  a  great 
amount,  such  as  spurring  economic 
growth  in  the  South  and  promoting 
biomedicine. 

And  yet  Omidyar's  generation  ques- 
tions the  efficacy  of  old-style  charity. 
Walter  Annenberg  put  up  $500  million 
to  help  fight  illiteracy  and  fund  schools, 
but  are  scores  up  significantly?  Ted 
Turner  pledged  $1  billion  to  the  United 
Nations — now,  there's  a  place  that  de- 
livers value  for  money.  Any  big  founda- 
tion might  turn  into  another  UN,  with 
expensive  staffs  and  fancy  digs. 

There  is  suddenly  a  lot  at  stake.  Re- 
cent studies  see  $6  trillion  to  $20  tril- 
lion transferred  to  charity  in  wills  and 
gifts  over  the  next  50  years.  The  ques- 
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tion  is,  will  established  charities  be 
ready  to  handle  that  infusion  of 
money?  The  Omidyars  don't  think  so. 

Born  in  Paris  to  parents  who  had 
left  Iran  decades  earlier,  Omidyar  was 
only  6  when  the  family  emigrated  to  the 
U.S.;  he  grew  up  in  modest  circum- 
stances in  Washington,  D.C.  His  parents 
divorced  when  he  was  2,  but  stayed 
near  each  other  so  he'd  see  both  of 
them.  In  1988  he  got  a  degree  in  com- 
puter science  at  Tufts  University — and 
met  his  future  wife,  Pamela,  who  came 
from  Hawaii  to  get  a  degree  in  biology. 

The  couple  made  their  move  to  Cal- 
ifornia in  1988,  where  Pierre  started 
and  sold  a  small  computing  company. 
He  later  worked  at  General  Magic,  an 
early  builder  of  information-gathering 
agents.  Ebay  began  in  September  1995, 
inspired  by  Pamela's  hobby  of  collect- 
ing and  swapping  Pez  dispensers  with 
other  fans.  It  grew  into  much  more 
than  that. 

Ebay's  name  stands  for  "electronic 
Bay  Area,"  coined  when  Omidyar 
thought  of  it  as  a  tool  for  his  neigh- 
borhood. Traffic  exploded  when  com- 
munities of  collectors  met,  traded, 
even  married  after  exchanges  in  Ebay 
chat  rooms. 

For  months  after  his  public  stock 
offering  in  September  1998,  Pierre 
Omidyar  grappled  with  the  meaning  of 
his  wealth.  The  couple  planned  a  move 
to  Nevada  because  they  decided  the 
Valley  had  become  too  money-ob- 
sessed. Pamela  Omidyar  kept  repeating 
to  her  friends,  "This  money  is  so 
weird."  They  worried  that  the  money 
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PROJECT  LOOK  IS  A  NONPROFIT  ORGANIZATION  THAT  TUTORS 
and  counsels  troubled  kids  during  after-school  hours.  It's 
domiciled  in  one  of  Seattle's  poorest  neighborhoods— and 
its  quarters  in  a  low-income  apartment  building  reflected  it. 
Cockroaches  were  rampant  and  raw  sewage  dripped  from 
pipes  in  the  kitchen.  There  was  a  shooting  outside  recently. 

That's  what  faced  Chase  Franklin,  chief  executive  of 
Qpass,  an  e-commerce  services  company,  when  he  volun- 
teered last  year.  He  wasn't  there  to  teach  reading  to  the  kids, 
though.  Instead  he  used  his  business  skills  to  help  negotiate 
a  lease  to  expand  the  quarters  from  one  room  to  four.  And 
with  Project  Look  founder  Roxanne  Hood-Lyons,  he  got  a  po- 
lice substation  on  the  premises,  which  has  reduced  crime  in 
the  neighborhood  by  53%. 

Franklin  is  the  latest  example  of  how  the  high-tech  crowd  is 
doing  charity  work.  He  was  placed  at  Project  Look  by  Social 
Venture  Partners,  a  Seattle  organization  started  in  1997  that's 
trying  to  boost  volunteerism  and  increase  the  efficiency  of 
nonprofits.  It  calls  its  brand  of  charity  venture  philanthropy.  It 
identifies  small  and  growing  charities  and  then  "invests"  in 
them  with  both  money  and  the  professional  skills  of  people 
like  Franklin. 

"We  don't  know  how  to  tell  the  nonprofits  how  to  best  help  a  kid,  but  we  can  hei 
them  build  the  capacity  of  their  organization  to  achieve  that  mission,"  says  Paul  Shoe 
maker,  executive  director  of  SVP  and  former  Microsoft  executive 

So  far  Social  Venture  Partners  has  worked  with  13  charities,  most  of  them  ir 
volving  kids  and  education.  They  are  small  and  hungry,  with  annual  budgets  ( 
$500,000  to  $2  million.  SVP  doled  out  $670,000  in  1999  and  expects  to  grant 
other  $1  million  this  year.  Volunteers  donate  a  minimum  of  $5,400,  then  do  anythi 
from  creating  marketing  campaigns  and  designing  Web  sites  to  renovating  ne' 
works  and  revamping  budgets. 

Most  of  the  245  volunteers  hail  from  Microsoft,  Amazon  and  venture  capital,  bi 
they  are  also  lawyers  and  consultants.  A  fourth  are  retirees.  The  average  age  is  37 


"When  the  new  wealthy  see  all  the  potential  opportunities  to  ft 


would  change  them  into  mindless,  con 
spicuous  consumers.  (Even  now,  he 
owns  but  four  suits,  all  from  Ebay's 
public-offering  road  show.)  And  they 
worried  that  so  much  money  would 
warp  any  children  they  might  have. 

"Either  you  get  rid  of  every  cent  be- 
fore your  kid  reaches  4,"  says  Pierre,  "or 
you  acknowledge  that  something  dif- 
ferent has  happened  and  try  to  raise 
him  with  a  sense  of  obligation." 

At  a  billion  dollars,  Omidyar  also 
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learned,  your  life  is  akin  to  a  corpora- 
tion's— teams  of  advisers  move  your 
investments  carefully,  avoiding  market 
distortions  from  the  size  of  your  port- 
folio. Omidyar  has  sold  only  5%  of  his 
Ebay  shares  so  far,  but  has  small  invest- 
ments in  conventional  stocks  and 
bonds,  as  well  as  a  few  investments  in 
high-tech  startups.  The  same  advisers 
also  handle  the  foundation's  holdings. 
He  gets  an  allowance  and  employs  light 
sc\  u  ltv  in  the  form  of  a  guy  who  looks 


like  a  French  paratrooper. 

A  few  weeks  after  that  Yang  parti 
Pierre  called  Michael  Mohr,  a  Valle)  I 
based  financial  manager  he  had  met  < 
the  affair.  His  holdings  were  already  u 
another  300%,  to  $3  billion,  and  h 
found  himself  increasingly  abstracte 
during  conversations.  "We  didn't  d 
moderately  wealthy,"  he  says.  "We  wer 
straight  to  ridiculous."  Omidyar  tol 
Mohr  he  needed  help  thinking  aboi 
the  money.  The  two  spent  hours  talkin 


Early-Stage  GiYing 

Like  venture  capitalists,  these  organizations  are  seeding  promising  charities. 
Organization                     Purpose                                           Assets 

Entrepreneurs' 
Foundation 

Menlo  Park,  Calif. 

Helps  new  companies  start  giving 
programs.  Provides  business  strategies 
and  networking  resources  to  charities. 

$10  million.  Funded  by  66  companies 
(9  are  public)  with  a  one-time  gift 
of  $100,000  in  equity  apiece. 

Robin  Hood 

New  York,  N.Y. 

Supports  nonprofits  that  work  in  such 
areas  as  early  childhood,  education, 
job  training  and  homelessness. 

$40  million.  Funded  by  40,000 
individuals  and  corporations. 
George  Soros  is  a  big  donor. 

The  Roberts  Enterprise 
Development  Fund 

San  Francisco,  Calif. 

Provides  funding,  business  and  technical 
expertise  to  nonprofits  that  help  low 
income  and  homeless  individuals. 

$3  million.  Funded  by  George 
Roberts,  cofounder  of  Kohlberg 

Kravis  Roberts  &  Co 

Flatiron  Future  Fund  and 
Flatiron  Foundation 

New  York,  N.Y. 

Funds,  advises  and  supports  nonprofits 
that  help  female  and  minority  entrepreneurs 
and  kids'  technology  education. 

$10  million.  Funded  by  Flatiron 
partners  Jerry  Colonna,  Bob  Greene  and 
Fred  Wilson.  Seeking  additional  investors. 

The  William  J.  and  Dorothy  Engages  in  governing  and  setting 
K.  O'Neill  Foundation           strategies  for  nonprofits,  mainly  in  the 
Cleveland,  Ohio                    area  of  families  and  responsible  fathering. 

$6.7  million.  Funded  by  the 
O'Neill  family.  Plans  to  increase 
assets  tenfold  in  two  years. 

Peter  Bladin,  an  SVP 
volunteer,  and  Paul 
Shoemaker,  director, 
borrow  from  skills 
they  learned 
at  Microsoft  to  help 
such  charities  as 
Seattle's  Project  Look, 
headed  by  Roxanne 
Hood-Lyons. 


1 3aul  Brainerd  fit  that  profile  when  he  founded  SVP  after  selling 
l:ompany,  Aldus,  to  Adobe  for  $450  million  in  1994.  He  real- 
■  that  many  of  his  Seattle-area  friends  had  a  similar  problem: 
1/  had  new  money,  wanted  to  give  back,  but  didn't  know  how 

0  3gin.  He  jokingly  dubbed  SVP  "Philanthropy  IOI."  It's  intended 

1  only  to  help  charities  but  to  educate  and  give  philanthropic 
ic  ce  to  the  young  and  newly  rich. 

I'They  have  a  different  way  of  seeing  the  world,  with  their 
Its,  graphs  and  deadlines,"  says  Patti  Skelton,  executive  di- 
Isr  of  Youth  Eastside  Services,  which  counsels  kids  and  par- 
I  on  issues  such  as  better  parenting  and  preventing  teen  vi- 


olence. Two  Microsoft  retirees,  Irene  Pasternack  and  her  hus- 
band, Edward  Mills,  volunteer  at  YES.  Irene  manages  the  SVP  vol- 
unteers, while  Ed  is  wiring  the  building— and  three  like  it— to  a 
single  network. 

Washington  Literacy  teaches  kids,  many  homeless,  to  read. 
After  SVP  donated  $44,000,  director  Nancy  Sprick  expected 
nothing  more  than  volunteer  readers  and  hands  to  put  together 
a  literacy  kit.  But  a  raft  of  SVP  volunteers  moved  in,  evaluating  a 
new  phone  system,  setting  up  e-mail,  installing  a  digital  sub- 
scriber line  connection  and  redesigning  her  Web  site.  "SVP  is  so 
well  organized  that  we  don't  have  to  hunt  for  the  skills  we  need," 
says  Sprick. 

Using  venture  capital  lingo,  Shoemaker  says  he  hasn't  yet  fig- 
ured out  the  right  "exit  strategy"  for  the  charities  he  aids.  It's 
tricky  measuring  success  in  the  nonprofit  arena,  as  well  as  en- 
suring that  the  charities  find  other  long-term  sources  of  funding. 
But  SVP  itself  is  plunging  ahead,  expanding  to  Dallas,  Austin, 
Phoenix  and  Denver. 

"I'd  share  everything  we're  learning  with  anybody  else,"  says 
Shoemaker.  Try  telling  that  to  his  old  employer.       —Erika  Brown 


ill  the  world's  problems— they  feel  1  inch  tall."  o^  ^suited 

with  the  Gates  Foun- 
he  43-year-old  Mohr's  office,  a 
k-  and  portfoho-filled  space  just  off 
lighway  in  Los  Gatos,  Calif, 
n  February  of  last  year,  the  two  met 
n  at  Andale,  a  take-out  restaurant 
*  Mohr's  office.  The  accountant 
ght  the  billionaire  a  burrito.  "If  you 
t  me  to  make  this  into  even  more 
ley,  I  can  do  that,"  he  told  Omidyar. 
ou  want  to  give  it  all  away,  I  can  do 
But  I  have  to  know  what  you 
t."  Don't  try  to  make  it  grow, 


Omidyar  instructed,  half-scared  by  the 
idea  of  even  more  wealth. 

Mohr  told  Omidyar  to  figure  out 
the  things  that  he  was  most  passionate 
about,  so  that  he  could  act  on  them. 
Omidyar  was  interested  in  education 
and  science,  his  wife  in  fighting  child- 
hood cancer  and  protecting  the  envi- 
ronment. But  Ebay  kept  going  up,  rais- 
ing more  possibilities:  Fund  literacy? 
Build  50,000  houses?  Why  not?  Which? 

Some  causes  were  easy  to  rule  out. 


dation  and  decided  that  venture  was 
sufficiently  committed  to  disease  eradi- 
cation and  related  global  issues  that  he 
should  steer  clear.  Other  causes  seemed 
lightweight  against  the  gravity  of  the 
wealth.  "I  call  them  'mobs,' — music, 
opera,  ballet,  symphony,"  says  Pamela 
Omidyar.  "Much  as  I  love  the  arts,  there 
are  just  more  pressing  problems." 

Searching  for  a  model,  they  encoun- 
tered Susan  Packard  Orr,  who  heads  the 
$13    billion    Packard    Foundation. 
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Radical  Philanthropy 


"Come  see  us,  study  us,  then  go  do 
something  else,"  she  told  them.  Good 
as  she  thought  her  foundation  was,  Orr 
didn't  think  its  style  of  waiting  for 
grant  proposals  rather  than  seeking 
novel  ones  was  particularly  effective. 

The  Omidyars  were  shocked.  "My 
instinct  is  always  to  find  somebody 
who  knows  more  than  I  do  and  bring 
them  in,"  Pierre  says.  "Then  I  heard 
somebody  like  that  say,  'Don't  do 
what  I  do.'" 


Accountability?  "You  put  bigger 
constraints  on  your  kid's  allowance 
than  they  do  on  their  grants,"  says 
Lathram.  "They  talk  about  accountabil- 
ity, but  it  means  nobody  bought  a 
Porsche  with  the  money." 

The  Omidyars  began  putting  to- 
gether their  foundation  last  June,  and  it 
doesn't  look  like  its  big  brethren.  It  has 
a  full-time  staff  of  just  two,  relying  on 
consultants  and  the  organizations  it 
funds  to  do  much  of  the  bureaucratic 


troubled  neighborhoods.  She  w: 
careful  not  to  tell  the  nonprofits  si 
visited  that  she  potentially  had  billioi 
to  disperse. 

She  found  a  program  in  Philade 
phia  at  which  elderly  people  will  woi 
with  toddlers.  Much  as  Ebay  spu 
community,  she  thought,  this  cent 
could  build  connections  betwet 
strangers.  Another  "engagement, 
the  Omidyars  call  their  grantees, 
Peninsula  Community  Foundation 


"You  put  more  constraints  on  a  kid's  allowance  than  chariti 


Pamela  hired  Lorna  Lathram,  a 
friend  who  had  helped  build  several 
startup  companies,  and,  to  her  credit, 
had  no  foundation  experience.  The  two 
worked  out  of  a  house,  covering  tables 
with  strategy  diagrams.  At  the  big  foun- 
dations they  studied,  the  average  grant 
was  for  $40,000  and  lasted  just  a  year. 
"At  that  rate,"  says  Lathram,  "the  non- 
profits have  no  way  to  get  their  act  to- 
gether— they  spend  65%  of  their  time 
fundraising." 


work.  Most  foundations  also  have  lay- 
ers of  case  officers.  At  Omidyar's,  a  spe- 
cialist in  due  diligence  or  information 
systems  might  work  in  several  differ- 
ent fields.  There  is  no  organizational 
chart,  but  there  is  a  strong  technologi- 
cal underpinning,  including  an  In- 
tranet where  charities  can  exchange 
methods. 

Lathram  scoured  the  country  for 
successful  charities,  particularly  pro- 
grams that  comprehensively  address 


San  Mateo,  Calif.  It  got  $1  million  foi 
center  in  East  Palo  Alto  where  a  foe 
bank,  housing  agency  and  health  ca 
clinic  can  assemble  under  one  roof." 
The  Global  Education  Partnershi 
based  in  Oakland,  which  will  sell  era 
to  support  schools,  has  receivi 
$165,000  for  organizational  training 
tell  how  well  it  is  meeting  its  goa 
"Everybody  gives  charities  a  comput< 
and  nobody  gives  them  comput 
training,"  says  Lathram.  "Venture  caj 


When  Capitalists  Make  Good,  Count  on  Some  to  Do  Good  ... 


INCOME 


After  bibliophile  son 
Harry  perishes  on 
the  Titanic,  banking 
heiress  donates  $2  mil- 
lion to  Harvard  in  1913. 

OUTCOME 

Widener  Library,  one  of 
the  most  important 
academic  libraries  in 
the  world,  houses  3/2 
million  volumes. 


Sears  chairman  helped 
open  Chicago  Museum 
of  Science  &  Industry 
in  1933;  started  schools 
for  African-Americans. 


Oil  billionaire  founded  a 
small  art  museum  in 
1953,  eventually  be- 
queathed $700  million 
to  charitable  trust. 


Wacko-genius-aviator 
crashes  plane  in  1946. 
During  recovery  has 
idea  for  Hughes  Med- 
ical Institute. 


In  1881  Michael  Reef 
Hospital  in  Chicago 
treats  young  Russi 
immigrant  for  a  cold 
gives  him  a  warm  co 


Opponent  of  permanent 
endowments;  required 
his  trust  to  spend  all  its 
money  within  25  years 
after  his  death. 


Trust  now  valued  at 
$5.6  billion.  Getty's 
museums  are 
Los  Angeles  cultural 
powerhouses. 


Hughes  Institute  funds 
genetics,  cell  biology, 
immunology  and  neuro- 
science  researchers  at 
academic  labs. 


The  immigrant's  son, 
A.N.  Pritzker,  founde 
Hyatt  Hotel  chain,  dc; 
nates  millions  to  t 
hospital  over  his  li 
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ists  make  sure  their  companies  have 
e  best  people,  the  best  resources, 
mprofits  get  money  that's  all  sup- 
ped to  deliver  services,  without  any 
ective  organization." 
The  Omidyars  have  given  $10  mil- 
n  to  that  most  traditional  of  recipi- 
ts — their  alma  mater — but  look  at 
w  they  did  it.  The  university  wanted 
add  the  money  to  its  endowment  but 
nidyar  said  no  way.  That  $10  million, 
figured,   would    kick    off   only 


no  matter  what  their  major. 

Omidyar  will  give  Tufts  more — if 
certain  benchmarks  are  met,  such  as 
students  doing  work  in  public  service. 
The  couple  have  also  found  ways  to 
use  the  influence  and  connections  that 
come  from  having  billions.  Pamela 
Omidyar  has  been  developing  a 
videogame  for  children  with  cancer, 
where  they  can  learn  about  their 
disease  and  medications  and  play 
at  blasting  the  cancers.  Her  Ebay 


can't  copy  another  program's  success 
because  of  a  "not  invented  here"  bias. 
"But  they'll  never  tell  that  to  their 
trustees,"  Omidyar  says. 

The  Omidyars  aren't  alone  in  the 
field.  For  months,  venture  capitalist 
John  Doerr  has  spent  10%  of  his  time 
on  the  New  Schools  Venture  Fund,  a 
$20  million  organization  that  funds 
public  school  projects  like  an  elemen- 
tary program  that  targets  students 
likely  to  fall  behind  in  math  or  reading. 


n  grants.  Accountability  means  nobody  bought  a  Porsche." 


00,000  a  year. 

So  after  some  hard  negotiating, 
fts  agreed  to  use  the  entire  $10  mil- 
n  for  programs  rather  than  to  plop  it 
:o  its  endowment.  Some  of  the 
jney  is  for  scholarships  to  students 
io  have  worked  in  community  devel- 
ment  projects,  and  some  is  seed  cap- 

for  students  who  want  to  try  to  help 
t  in  poorer  neighborhoods  around 
fts.  The  idea  is  to  raise  graduates  who 
:  prospects  for  doing  volunteer  work, 


connections  put  her  in  touch  with 
some  of  the  country's  top  videogame 
designers. 

All  this  talk  of  "community  build- 
ing" may  sound  amorphous  but  the 
Omidyars  are  encouraged  in  their  dif- 
ference. At  the  January  meeting  of  the 
World  Economic  Forum  in  Davos, 
Switzerland,  Pierre  met  the  heads  of 
the  MacArthur  and  Rockefeller  foun- 
dations, who  moaned  how  poorly 
their  grants  were  spent,  or  how  they 


Social  Venture  Partners  in  Seattle  is  an- 
other part  of  the  network  designed  to 
wake  entrepreneurs  to  new  possibilities 
(see  box,  p.  118). 

"My  wealth  is  from  a  human  busi- 
ness, not  a  technology  business," 
Omidyar  says  during  a  long,  late-day 
talk  in  Paris.  "We  don't  want  to  be  per- 
ceived as  flakes.  That  would  be  a  waste 
of  our  minds." 

"And  our  hearts,"  his  wife  says,  tak- 
ing his  hand.  F 


By  Jennifer  Godwin 


KERKORIAN 


I /out  Catholic,  S&L 
fciguy,  gave  Mother 
1  esa  $1  million  for 
Issionaries  of  Charity 
er  over  15  years. 


The  retired  communi- 
cations magnate  gave 
half  a  billion  dollars  for 
public  education  reform 
in  major  cities  in  1993. 


$1  billion  grant  in  1997 
to  support  United  Na- 
tions. Turner's  personal 
foundation  supports 
population  control. 


Along  with  Oracle,  his 
company,  Ellison 
pledged  $100  million  in 
1997  to  wire  public 
schools  for  the  Internet. 


The  child  of  Armenian 
immigrants,  the  finan- 
cial highroller  gave  Ar- 
menian government 
$150  million  in  1999. 


er  Keating  ran  afoul 
he  law,  Mother 
esa  wrote  a  letter  on 
behalf  to  the  trial 
ge,  Lance  Ito. 


Public  treasure  chests 
and  other  private  foun- 
dations added  another 
half  a  billion  to  fund 
Annenberg's  efforts. 


Operated  indepen- 
dently from  the  U.N. 
Critics  say  Turner  uses 
the  U.N.  to  further  his 
own  priorities. 


Hours  later  he  was  up- 
staged when  nemesis 
Gates  announced  his 
own  $200  million  gift 
to  wire  libraries. 


Funded  reconstruction 
after  1988  earthquake, 
plans  to  build  roads  to 
connect  landlocked 
country  with  seaports. 
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Faltering  Web  retailers  are  leaping  into  B2B. 
Great— they're  just  in  time  for  the  massacre. 


BY  DANIEL  LYONS 

BEYOND.COM  MADE  ITS  LIVING 
until  recently  selling  software 
over  the  Internet.  And  a  lousy 
living  it  was.  Beyond.com  lost 
$125  million  on  revenue  of 
$117  million  last  year.  Its  shares  have 
plummeted  from  $38  to  $3  as  investors 
fled  so-called  e-tailer  stocks.  Fighting  to 
stay  alive,  the  Santa  Clara,  Calif,  company 
has  a  new  plan:  Instead  of  selling  stuff 
over  the  Web,  it  will  run  electronic  store- 
fronts for  other  shops  that  want  to  sell 
stuff  over  the  Web,  taking  a  cut  of  their 
transactions.  Never  mind  that  its  cus- 
tomers are  in  a  business — e-tailing — so 
bad  that  Beyond.com  quit  it. 

The  new  strategy  has  one  huge  ap- 
peal: Beyond.com  can  now  describe  it- 
self as  a  "business-to-business,"  or  B2B, 
Internet  company,  thereby  surfing  the  lat- 
est wave  of  Web  madness.  These  days  B2B 
companies  are  all  the  rage,  just  as  B2-con- 
sumer  sites  were  only  a  year  ago.  So  out- 
lets like  Beyond.com,  MotherNature.com 
and  Fatbrain.com  are  leaping  to  B2B  like 
chimps  swinging  from  vine  to  vine  to 
stay  ahead  ot  a  raging  forest  fire. 

Shamelessly,  others  are  invoking  the 
B-word.  In  March  of  1998  B2B  was  men- 
tioned exacdy  once  on  the  PR  Newswire, 
the  mouthpiece  of  corporate  America; 
March  1999,  a  mere  14  times;  this  March 
B2B  was  touted  692  times.  1  lill  &  Knowl- 
ton  launches  a  network  for  its  flacks  to 
stay  in  touch  with  clients  and  calls  it  a 
"collaborative  business-to-business  vir- 
|   tual    work    environment."    Thomas 
|   Rogers,  the  c\-NBC  honcho  who  now 
i   runs  trade- rag  publisher  Primedia,  sees 


Fire  Chief  magazine  as  a  "powerful  vehi- 
cle" for  B2B  because  it  matches  buyers 
(fire  chiefs)  and  sellers  (makers  of  fire 
trucks).  Ahem. 

These  hucksters  are  plunging  into  the 
B2B  bath  just  as  the  plug  is  being  pulled. 
Too  many  B2B  firms  are  fighting  over  the 
same  markets — and  they  are  massively 
funded  and,  in  many  cases,  ridiculously 
overvalued  even  after  recent  market  de- 
clines. Merrill  Lynch  says  a  basket  of  ten 
B2B  stocks  is  down  38%  since  February. 

Some  600  online  marketplaces  in 
hundreds  of  industries  have  been 
launched,  and  more  are  announced 
each  day.  Each  segment  has  room  for 
maybe  one  or  two  major  players,  yet  in 
health  care  40  Web  sites  joust.  In  chemi- 
cals at  least  50  sites  compete,  including 
CheMatch,  ChemCross  and  Chemdex. 
ChemConnect  shifted  to  B2B  in  July, 
racked  up  $  1 27,000  in  sales  last  year  and 
lost  $15  million;  Goldman  Sachs  and 
Merrill  Lynch  are  taking  it  public. 

This  madding  crowd  will  have  a 
tough  time  making  B2B  work.  Building 
electronic  links  between  suppliers  and 
customers  is  tricky;  luring  customers  is 
even  trickier.  The  Web  middleman's  cut 
will  decline  as  transactions  grow.  Worse 
yet,  the  B2B-ers  could  get  crushed  as  big 
suppliers  set  up  their  own  sites.  The  Big 
Three  automakers,  Boeing  and  Johnson 
&  Johnson  are  doing  just  that. 

"The  problem  is  that  90%  of  the  B2B 
stocks  are  overvalued  and  10%  are 

All  business,  no  treasure:  Acting  Chief 
Executive  Richard  Neely  has  dumped 
Beyond. corn's  moneylosing  e-tailing 
business  and  pinned  his  hopes  on  B2B. 
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"Our  ads  were 

being  lost  in 

the  noise 

because  of  the 

proliferation 

of  dot-com 

companies." 


Businass-to-Business 


ridiculously  undervalued — and  the  chal- 
lenge is  to  figure  out  which  is  which," 
says  David  Perry,  chief  of  Ventro  Corp. 
(formerly  known  as  Chemdex),  a  B2Ber 
in  Mountain  View,  Calif.  In  health  care 
40  sites  will  wither  to  maybe  10  this  year, 
and  to  only  3  or  4  by  the  end  of  next 
year,  he  says.  "There's  an  opportunity 
here  to  build  a  $100  billion  company. 
Those  that  do  are  ridiculously  cheap 


today.  The  others  are  worth  zero." 

The  idea  of  using  the  Web  for  busi- 
ness has  been  flogged  since  the  mid- 
1990s,  but  it  wasn't  until  last  year  that 
the  B2B  craze  really  took  hold.  Compa- 
nies like  Ariba,  Commerce  One,  Internet 
Capital  Group,  Ventro  and  VerticalNet 
offered  stock  to  the  public  and  saw  their 
shares  soar  to  absurd  levels.  Most  have 
declined  steeply — but  are  still  wildly 


Business-to-business  1 
March  and  April.  Still,  s 

Company 

nternet  stocks  soared  late  1 

ome  trade  at  breathtaking  p 

PRICE  DATA 

ast  year,  only  to  collaps 
>rice-to-sales  ratios. 
Market 

value        Sales1 
($mil)        (Smil) 

e  in 

First 
Recent       close        High 

Price/ 
sales 

Ariba 

$105.38     $90.00    $183.31 

$20,255        $62.0 

327 

Breakaway  Solutions 

39.63       42.25        85.50 

1,380          25.4 

54 

Commerce  One 

64.44       30.50      165.50 

9,974          33.6 

297 

Emerge  Interactive 

22.06       47.25        70.50 

584          43.8 

13 

FreeMarkets 

110.00     280.00      370.00 

3,903          20.9 

187 

Internet  Capital  Group 

73.88       24.44      212.00 

19,524          16.5 

1,181 

Neoforma.com 

14.50       52.38        78.75 

939           1.0 

935 

0nvia.com 

17.00       61.50        78.00 

1,340          27.2 

49 

PurchasePro.com 

57.63       26.13      175.00 

1,804           5.2 

345 

SciQuest.com 

24.06       30.00        91.63 

637           3.9 

164 

Ventro 

50.38       25.50      243.50 

2,253          30.8 

73 

VerticalNet 

59.75       45.38      148.38 

4,255          20.8 

205 

Prices  as  of  Apr.  6.  Latest  12  mo 

iths     Sources.  Interactive  Data  and  M, 

irkef  Guide  via  FactSet  Research  Systems. 

.Reality  Check 


Delirious  dreams  of  trillion-dollar  markets  sent  B2B  stocks  flying,  but  industry 
titans  like  Ford,  Sears  and  Boeing  announced  their  own  exchanges.  Whoops. 
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overvalued.  Internet  Capital  Groi 
which  owns  stakes  in  60-plus  B2Bs,  mi 
of  them  moneylosers,  last  year  itself  1 
$30  million  on  revenue  of  $16.5  millic 
Nevertheless,  it  has  a  market  value 
$19.5  billion.  That  seems  almost  sane: 
December  its  market  cap  hit  $56  billk 

Hype  has  at  least  some  correlation 
value,  and  the  potential  for  B2B  is  inde 
enormous.  It  lets  big  companies  do  th 
purchasing  online,  comparing  pric 
speeding  up  orders  and  scrapping  { 
perwork.  For  connecting  buyer  and  sel 
the  Web  matchmaker  typically  take 
l°/o-to-5%  slice  of  the  sale. 

Sounds  a  lot  like  what  we  used  to  < 
wholesaling,  and  it  also  sounds  like  t 
kind  of  business  that  will  see  comm 
sions  get  ever  thinner.  So  why  the  fren 
Breathless  reports  from  investme 
banks  and  forecasters,  plus  a  dollop 
Chinese  math:  If  we  get  just  1%  of  this 
trillion  market,  blah,  blah,  blah. 

Myriad  promoters  cite  a  Forres 
Research  report  predicting  online  co 
merce  will  hit  $2.7  trillion  in  four  ye; 
an  astounding  number.  Parse  it  and  i 
less  so:  Hundreds  of  independent 
sites  may  share  as  little  as  $1.4  billion 
fees — or  $2.3  million  apiece,  per  year 

Setting  up  a  site  isn't  exactly  easy 
took  Ventro,  which  runs  four  sites  in 
medical,  life  sciences  and  industrial  are 
19  months  to  develop  its  first  mark 
place,  6  months  to  launch  a  second 
bigger  challenge  is  drawing  participai 
most  want  to  deal  with  one  or  two  V 
windows  at  most. 

If  GM,  Ford  and  others  can  allay  ai 
trust  fears  and  set  up  a  joint  site  of  th 
own,  independents  may  be  relegated 
ghetto  markets.  VerticalNet,  for  one,  1 
Web  sites  in  56  narrow  businesses,  frc 
meatandpoultryonline.com  to  sol 
waste.com.  Yuck. 

Worse  still,  transaction  fees  may  < 
cline  as  the  orders  get  bigger.  "These  1 
models  based  on  getting  a  percentage 
every  deal  are  wrong,  because  perce: 
ages  don't  scale,"  says  Arno  Penzia; 
partner  at  New  Enterprise  Associate? 
venture  firm  in  Menlo  Park,  Calif.  T 
Nobel  laureate  and  former  head  of  E 
Labs  knows  something  about  commu 
cations  networks.  "When  George  Soi 
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he  perks  of  CEOdom.  Wealth, 
per,  the  constant,  unyielding 
ure  to  improve  your  business, 
jps  you  should  talk  with  some- 
vho  understands  how  an  enter- 
works  from  top  to  bottom? 

'OUR  CEO  COMPENSATION 

KAGE,  THEY  NEVER  SAID  ANYTHING 

UT  A  COMPANY  ULCER. 

tner  who  can  help  you  handle 
ever  global  markets  throw  at 
So  in  the  end,  you  don't  spend 
compensation  on  antacids. 


UKEARNEY 

n    EDS    company 


wwwatkearney.com 


m-Business 


uses  the  telephone  for  a  billion-dollar 
trade,  he  doesn't  get  a  call  from  AT&T  say- 
ing, 'Our  share  is  $20  million,' "  he  says. 

How  will  these  companies  ever  earn 
the  rich  multiples  the  market  is  giving 
them?  Neoforma.com  of  Santa  Clara, 
Calif,  hopes  to  get  20%  to  30%  of  online 
health  care  sales.  Its  cut  of  transactions 
could  hit  $1 1  million  this  year,  $30  mil- 
lion in  2001.  Its  market  value  is  $940  mil- 
lion— 3 1  times  the  revenue  it  hopes  to 
deliver  in  2001.  "It's  a  healthy  multiple," 
Chief  Robert  Zollars  admits. 

Adding  confusion,  some  B2Bers  re- 
port sales  based  on  the  entire  value  of  the 
goods  that  pass  through  their  systems, 
though  they  don't  make,  warehouse  or 
ship  the  goods.  While  Neoforma  reports 
only  the  fees  it  collects  as  revenue,  Ven- 
tro's  claim  that  it  will  grab  $145  million 
in  revenue  this  year  is  based  on  the 
"grossed-up"  figure — that  is,  for  many 
transactions,  Ventro  recognizes  the  entire 
value  of  the  orders,  rather  than  its  own 
small  cut.  Its  real  income  is  a  tiny  frac- 
tion of  that  $145  million,  but  its  market 
value  is  $2.3  billion,  16  times  this  year's 
pumped- up  sales. 

Ventro  says  accounting  rules  require 
this  approach  if  the  middleman  takes 
tide  to  the  goods  being  ordered.  Still,  "the 
concern  is  that  these  companies  are  fool- 
ing investors  into  believing  there's  more 
revenue  growth  than  there  truly  is,"  says 
Michael  Dubrow,  a  senior  analyst  with 
Jacob  Asset  Management  in  New  York. 

Expect  more  madness,  because  ven- 
ture capitalists  are  still  falling  all  over 
themselves  chasing  the  tad.  In  Novem- 
ber CMG1  AtYentures  announced  a  $1 
billion  fund  aimed  at  B2B.  "The  whole 
category  has  been  overhyped.  Over  the 
next  12  to  24  months  we  will  see  a  real 
separation  of  wheat  and  chaff,"  says 
Charles  Finnic  a  general  partner  at  (  ah  U 
AtVenturcs. 

You  get  the  capital  when  you  can. 
Buzzsaw.com  is  a  V\feb  site  for  the  design 
and  construction  industry  that  dreams 
of  picking  up  S 1 0  million  in  fees  this  year. 
In  March  Chief  I  xccutive  Carl  Bass 
nillion  in  second-round 
funding.  Buzzsaw  turned  away  offers 
from  a  dozen  venture  firms.  One  rejected 
\i   sent  a  personal  check  foi  $40,000, 


Anatomy  of  a  Fad 


People  have  talked  for  years  about 
the  Internet  as  a  way  to  streamline 
commerce.  Only  the  hype  is  new. 

APRIL  1994  CommerceNet  consortium  formed 
by  high-tech  companies  to  promote  business- 
to-business  Internet  use. 

SEPTEMBER  1994  American  Marketing  Associ- 
ation launches  the  B2B  Marketing  Exchange. 

DECEMBER  1994  DistriVision  formed,  develops 
CD-ROM  sales  catalogs. 

NOVEMBER  1995  At  Comdex  trade  show,  IBM 
Chairman  Louis  Gerstner  declares  the  real 
power  of  the  Internet  will  involve  connecting 
businesses  to  other  businesses. 

SEPTEMBER  1996  Ariba  formed,  produces 
software  to  build  exchanges  between  compa- 
nies. Later  signs  up  Cisco,  Lucent  and  HP  as 
customers. 

APRIL  1997  DistriVision  changes  name  to  Com- 
merce One,  focuses  on  building  marketplaces. 

SEPTEMBER  1997  Chemdex  formed,  builds  In- 
ternet-based marketplace  for  selling  products 
to  biotech  and  pharmaceutical  companies. 

1998  Business-to-consumer  Internet  compa- 
nies like  Yahoo,  Amazon  and  Ebay  are  all  the 
rage.  Business-to-business  still  a  sleeper. 

FEBRUARY  1999  VerticalNet  IPO. 

MARCH  1999  Chemdex,  now  19  months  old, 
conducts  first  transaction. 

JUNE  1999  Ariba  IPO. 

JULY  1999  Commerce  One  and  Chemdex  IPOs. 

AUGUST  1999  Internet  Capital  Group  IPO. 

NOVEMBER  1999  Ford  and  GM  announce  sep- 
arate initiatives  to  buy  products  online. 

NOVEMBER  1999  CMGI  launches  $1  billion 
fund  focused  only  on  B2B. 

FEBRUARY  2000  Ford  and  GM  join  together 
with  DaimlerChrysler,  Commerce  One  and 
Oracle  to  build  a  massive  B2B  network. 

FEBRUARY  2000  Chemdex  changes  name  to 
Ventro.  Ten  publicly  traded  B2B  stocks  achieve 
combined  market  value  of  $90  billion. 

MARCH  2000  Industry  groups  in  aerospace, 
health  care  and  energy  form  their  own  online 
marketplaces  to  rival  those  of  ICG,  Neoforma, 
Ventro  and  VerticalNet. 

APRIL  2000  B2B  stocks  collapse.  Market  value 
of  the  ten  B2B  stocks:  $56  billion. 


begging  to  be  let  in  on  the  deal  as  an  in- 
dividual. "I  still  have  the  check  on  my 
desk,"  Bass  says. 

No  wonder  Beyond.com  decided  to 
reinvent  itself.  The  moment  of  truth 
came  in  September.  It  had  earmarked  $8 
million  for  TV  ads  to  keep  plying  its 
"naked  guy"  campaign  (man  in  the  buff 


shops  from  home)  but  pulled  the  plu 
"We  realized  our  ads  were  being  lost  i 
the  noise  because  of  the  proliferation  c 
dot-com  companies,"  says  Richard  Neel 
acting  chief  executive. 

The  $8  million  was  diverted  int 
beefing  up  the  back  office.  Beyond.cor 
was  already  operating  online  stores  for 
few  companies;  now  it  runs  outlets  fc 
23  firms  such  as  software  develope 
Symantec.  Neely  hopes  this  new  busine 
will  top  $60  million  in  revenue  next  yea 
but  that's  deceiving:  Its  own  cut  of  th; 
total  would  be  maybe  $9  million. 

MotherNature.com,  another  struj 
gling  e-tailer,  is  latching  on  to  B2B,  toe 
The  vitamin  e-tailer  will  develop  onlir 
storefronts  for  small  vitamin  firms  an 
take  a  cut  of  sales.  It  will  also  try  to  supp 
off-line  stores,  representing  obscure  proc 
ucts  big  vitamin  distributors  don't  carr 

"E-tailing  is  out  of  favor  on  Wa 
Street,  and  raising  capital  is  problemati 
So  we  need  to  find  other  revenue  froi 
B2B.  And  it  doesn't  hurt  that  the  inves 
ment  community  is  happy  with  that  sec 
tor,"  says  MotherNature's  chief,  Micha 
Barach.  How  cynical  is  that? 

Primedia  Inc.,  publisher  of  trad 
magazines  like  Telephony,  Cable  Won 
and  Fire  Chief,  declared  itself  a  B2B  play< 
a  few  months  ago  and  saw  its  stock 
from  $1 1  to  $33.  "We're  the  key  pla< 
where  decision  makers  congregate  eac 
month  to  get  the  information  they  nee 
to  make  decisions  in  their  industr 
That's  a  powerful  vehicle  for  commerce 
Rogers  says.  Uh-huh. 

Online  bookseller  Fatbrain  had  a 
ways  sold  to  businesses,  but  a  few  weel 
ago  it  relabeled  its  "Corporate  Solution; 
area  on  the  Web  site.  New  tide:  "B2B  S< 
lutions."  Not  to  be  outdone,  Lands'  En< 
the  catalog  outfit  that  has  always  sold  t 
businesses,  sent  out  a  press  kit  in  Marc 
hailing  this  trade  as  a  B2B  endeavor.  Thi 
while  it  neglects  its  retail  constituenc 
Someone  who  tries  to  order  several  shir 
in  different  styles  is  forced  to  sit  throug 
a  download  of  the  shirt-ordering  appl 
for  each  one — at  an  agonizing  IV! 
minute  wait  each  time. 

Forget  the  shirts  and  order  a  rai 
parka.  There's  rough  weather  ahead. 


Research:  Nicole  Ridgway. 
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End  the  frustrations  of  calling  while  abroad. 


Introducing  Nextel  Worldwide5"  and  the  i  2000"'  phone. 

You'll  have  access  to  the  Nextel  National  Network  —  the  largest  guaranteed  all-digital  wireless 
network  in  the  U.S.  —  and  in  more  than  65  countries  around  the  world.  With  international 
per-minute  rates  comparable  to  international  calling  cards*  Order  now.  Call  1-800-569-2539. 

NEXTEL  How  business  gets  done^     1-800-569-2539  nextei.com 


Also  available  at  these  retail  locations:    OffiCBDJEJJPOT 


STAPtES 


Nextel  phones  are  manufactured  by  Motorola,  Inc. 

!  at  participating  locations  only.  'Based  upon  standard  AT&T,  MCI  WorldCom,  and  Spnnt  calling  card  rates  effective  2/29/00.  ©2000  Nextel  Communications,  Inc.  All  rights  reserved.  Nextel,  the  Nextel  logo, 
Vorldwide,  and  How  business  gets  done  are  registered  trademarks  and/or  service  marks  of  Nextel  Communications,  Inc.  SMotorola  and  i2000  are  trademarks  and/or  registered  trademarks  of  Motorola,  Inc. 
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LUXE.COM 

Ashford.com  has  no  difficulty  finding  customers 
to  take  all  those  Rolexes  and  Omegas  at  discount 
prices.  The  tough  sale  is  with  the  manufacturers. 


BY  DANIEL  FISHER 

TO  HEAR  ASHFORD.COM'S  CRITICS 
tell  it,  the  luxury-goods  retailer  is 
the  online  equivalent  of  the  guy  in 
a  trench  coat  selling  bootleg  watches  on 
a  street  corner.  Baume  &  Mercier,  the 
expensive  Swiss  watchmaker,  took  out  a 
full-page  ad  in  the  Wall  Street  Journal 
last  December  warning  consumers  not 
to  buy  through  Ashford.com.  A  pend- 
ing lawsuit  accuses  the  Houston-based 
company  of  misleading  customers 
about  the  provenance  of  the  Rolex,  the 
Omega  and  other  high-end  watches  it 
sells  on  its  site. 

Ashford.com  calls  the  suit  ground- 
less, and  maybe  it  is.  Consider  the 
source  of  the  suit:  Walzel  Jewelers,  an 
authorized  Rolex  dealer  in  Houston 
that  doesn't  cotton  to  cut-rate  competi- 
tion on  the  Web.  On  the  day  the  ad  ran, 
Ashford's  sales  of  the  $  1 ,000-plus  Swiss 
watches  doubled  to  40.  No  doubt 
Baume  &  Mercier  is  shocked — 
shocked! — to  discover  how  many 
watches  it  is  selling  online. 

The  computer  industry  has  a  term 
for  the  trouble  Ashford.com  is  stirring 
up:  channel  conflict.  It  happens  when  a 
manufacturer  threatens  its  existing  re- 
tailers by  selling  products  through  a 
more  efficient  channel  like  the  Web.  Ken- 
neth E.  Kurt/man,  Ashford's  chief  exec- 
utive, knows  all  about  channel  conflict 
became  be  used  to  run  Compaq's  Inter- 
not  sales  operation.  He  quit  last  year  as 
Compaq  dealers  rebelled  at  his  plans  to 
dramatically  increase  direct  sales  of  PCs, 
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the  better  to  compete  with  Dell. 

"I  was  on  the  other  side  of  the  ta 
then,  watching  Dell  do  to  us  what  we 
doing  to  the  retailers  now,"  says  Kur 
man,  37,  a  Stanford  M.B.A.  and  fori) 
McKinsey  &  Co.  partner.  Now,  Kur 
man  says,  many  purveyors  of  high-e 
goods,  including  Rolex  and  Mont  Bl< 
pens,  "are  still  in  denial"  about  the 
ternet.  Some,  like  Baume  &  Merci 
have  advanced  to  the  anger  stage,  wt 


others  have  accepted  the  inevitable. 
Persuading  them  to  sell  online  re- 
res  diplomacy.  Ashford.com's  fash- 
j  director,  a  former  Women's  Wear 
i  iy  writer  named  Jill  Newman,  recalls 
I  urry  of  meetings  with  manufactur- 


I  ast  fall.  She  says  Kurtzman  was  sur- 
I  ingly  effective  at  coaxing  brands 
li  as  Calvin  Klein  fragrances  and 
I  dbagmakers  Lambertson  Truex  and 
■  >ney  &  Bourke  to  come  onboard. 
I  unce  then  Ashford.com  has  forged 
let  relationships  with  more  than  300 
iids,  including  Oakley  sunglasses, 
lerford  pens  and  Bell  &  Ross  and 

Iiex  watches.  It  has  done  that  in  part 


vice — overnight  shipping  is  free  and      maker  Francesco  Biasia. 
orders  over  $2,000  come  with  a  hand-  It  also  helps  that  Ashford.com  has 

written  note  from  one  of  eight  com-  retreated  from  the  heavy  discounting — 
pany  officers — and  promoting  prod-  up  to  35%  off  retail,  say,  for  a  TAG 
ucts  with  crisp  photography  and  lots  of  Heuer  watch — of  its  early  days.  "One  of 
information.  "We  have  spent  heavily  to     the  reasons  we  chose  them  is  they 

maintain  price  integrity 
on  a  lot  of  their  brands," 
says  Scott  Bowers,  vice 
president  of  e-commerce 
initiatives  at  Oakley  Inc.  A 
pair  of  Oakley  Polarized 
Fives  is  $120  at  Ashford, 
$129  at  Sunglass  Hut. 

Kurtzman  says  that 
when  he  raised  watch 
prices  last  Christmas  he 
didn't  notice  a  meaning- 
ful decrease  in  demand, 
proving  that  selection  is 
more  important  than 
price.  "The  key  to  the  cas- 
tle in  luxury  goods  is  ac- 
cess to  the  best  supplier 
brands,"  agrees  Michael 
May,  senior  analyst  at 
Jupiter  Communications. 
The  company's  aver- 
age order  size  is  $500,  on 
which  it  makes  a  gross 
profit  of  about  $100,  less 
than  traditional  retailers 
because  Kurtzman  must 
still  get  some  of  his  inven- 
tory from  the  "gray  mar- 
ket" where  authorized  re- 
tailers dump  unwanted 
inventory  of  Rolex 
watches  and  other  exclu- 
sive goods.  Last  year  rev- 
enues jumped  nearly 
ninefold  to  $31  million, 
on  which  Ashford.com 
lost  $19  million,  or  51 
cents  a  share.  But  it 
may  be  closer  to  prof- 
itability than  closely  held 
Internet  jewelry  rivals 
such  as  BlueNile.com  and 
Mondera.com. 

What  do  investors  think  of  it?  Not 
much.  From  an  initial  offering  price  of 
$13  on  Sept.  23,  Ashford.com  shares 
have  fallen,  along  with  the  whole 
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ave  made  a  purchase  in  the  last  three  months, 
spent  more  than  $1,000. 
bought  at  least  $500  worth  of  jewelry. 


Source.  Forrester  Research. 

establish  our  brand  image  and  didn't 
want  to  associate  ourselves  with  anyone 
who  would  jeopardize  that,"  says 
Mitchell  Handler,  director  of  North 
American  sales  for  Italian  handbag- 


ENTREPRENEURS 


e-tailer  sector;  it's  now  at  $3.56.  The 
company  has  its  fans,  though.  In  De- 
cember Amazon.com  paid  $14  a  share, 
or  $10  million,  for  a  17%  stake. 

More  intriguing  is  the  6%  stake  held 
by  Bernard  Arnault,  chairman  of  the 
French  luxury  goods  conglomerate 
LVMH.  Kurtzman  wants  relationships 
with  enough  manufacturers  so  that  he 
no  longer  needs  the  gray  market.  He  also 


COULD  LVMH  PROVIDE  THE 
WEEDED  GOODS  AND  CASH? 


needs  cash  to  maintain  Ashford's  swollen 
marketing  budget,  $16  million  last  year. 
Could  LVMH,  owner  of  such  brands  as 
Louis  Vuitton,  TAG  Heuer  and  Bliss  cos- 
metics, provide  both? 


LVMH  won't  comma 
Kurtzman  acknowledges 
partnership  with  a  bran 
and  cash-rich  firm  is  one  w 
to  achieve  his  goals.  As 
LVMH,  Kurtzman  thinks  there's  a  par 
lei  to  his  Compaq  experience.  "Th 
will  have  challenges  in  building  an  1 
ternet  business,"  he  says.  "This  isn't 
easy  as  it  looks." 


GULDEN'S 
RULES 

It's  okay  to  rewrite  the  basic 
principles  of  business 
management  as  long  as  you 
know  why  you're  doing  it. 

BY  A.  GARY  SHILLING 

WAYNE  GOLDEN,  PRESIDENT  OF 
Star  Stainless  Screw  Co.,  vio- 
lates some  of  the  most  basic 
principles  of  how  to  run  a  business — 
and  thrives  by  doing  so. 

Golden,  55,  took  over  this  $135  mil- 
lion (sales)  master  distributor  of  spe- 
cialty industrial  fasteners  from  his  dad 
30  years  ago.  Since  then  the  privately 
held  Totowa,  N.J.  firm  has  prospered, 
even  as  Golden  has  stubbornly  charted 
his  own  course.  Among  his  rules: 

Offer  different  prices  for  the  same 
items.  Fifteen  years  ago  Golden  moved 
the  bulk  of  his  sales  force  in-house  and 
tore  up  Star's  standard  customer  price 
list.  He  gave  his  75  telephone  sellers 
discretion  to  set  prices  as  long  as  they 
kept  their  average  gross  margins  within 
an  acceptable  range.  Some  quote  large 
markups  on  low-cost  nuts  and  bolts 
and  accept  small  margins  on  high- 
priced  items  like  20-inch  hex-head  cap 
screws;  others  operate  the  other  way 
around.  A  customer  can  call  ten  differ- 
ent salesmen  and  get  ten  different 
prices.  Still,  the  system  works  profitably 
and  results  in  high  job  satisfaction  and 
low  turnover. 

Keep  inventory  high.  Stainless  steel  las 
teners  cost  three  to  live  times  as  much  as 
ordinary  plated  steel.  Star  customers — 


Wayne's  world:  Golden's  fastener  business  is  anything  but  screwy. 

distributors  who  sell  to  everything  from 
hardware  stores  to  auto  plants — don't 
want  to  tie  up  their  working  capital  in 
slow-moving  items.  Still,  when  they 
need  stainless  screws  to  meet  customer 
orders,  they  need  them  yesterday.  So 
C  rolderj  holds  huge  stocks  to  ensure  that 
distributors  will  always  get  prompt  de- 
livery. This  means  his  inventories  turn 
only  1 .5  times  a  year.  That  ties  up  lots  of 
money — and  exposes  him  to  the  va- 
garies of  large  price  swings.  Since  1970 
he's  seen  five  of  them,  where  prices  have 
doubled  only  to  be  halved  later  on.  But 
as  a  private  company  that  doesn't  report 
quarterly  to  shareholders,  Star  can  ride 


out  the  bumps. 

Buy  on  long-tei 
fixed-price  contrac 

Golden  gets  a  bet 

deal  by  purchasing 

bulk,  and  with  a  lo 

lead  time,  from  pi 

dominantly  forei 

manufacturers.  Wh 

prices  fall,  at  the  fi 

sign  of  price  wea 

ness  Star  offers  de 

discounts  to  move 

ventories.        Wh 

prices  rise,  Gold 

sells  his  goods  at 

current  replacem< 

cost  (as  opposed 

original  cost),  plu 

minimum  markup 

10%  to  15%.  He  a 

profits  by  accumul 

ing  inventories  wh 

he  senses  that  pri< 

are  near  a  bottom. 

Forget  the  80- 

rule.  The  old  adag( 

that    80%    of   sa 

come  from  20%  of  the  product  line 

with  the  implication  that  you  shoi 

maybe  dump  the  80%  of  the  prodi 

line  that  gives  you  only  20%  of  your  sa 

Golden,  though,  loves  to  handle  sic 

moving  items.  He  scores  big  points  w 

customers  by  always  stocking  the  o< 

size  stainless  steel  nuts  and  bolts  and  h; 

dling  small  orders,  even  though  tl 

means  breaking  open  packages  a 

weighing  minuscule  quantities. 

books  9,000  line  items  a  day,  but  only 

sell  for  more  than  $500.  Reason:  His  c 

tomers  don't  want  to  accumulate  t 

much  stock — and  the  margins  on  th 

items  can  be  50%  or  higher. 
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SHARING 
THE  ROAD 
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Count  on  Shell 

ration.  Impatience.  Stress.  They're  part  of  highway  driving  and  can  be  deadly.  With  more  vehicles  on  the  road 
ever,  it's  a  good  time  for  us  to  learn  how  to  share  the  road  safely.  For  instance,  keep  out  of  blind  spots  or 
Zones"  —  especially  around  trucks  and  buses.  If  you  can't  see  the  truck  driver's  face  in  the  side  mirrors,  the  truck 
'  can't  see  you.  Also,  don't  cut  in  front  of  trucks.  After  passing,  change  lanes  only  when  you  can  see  both  headlights 
ur  rearview  mirror.  Then  keep  four  to  five  car  lengths  between  you  and  the  truck.  Loaded  trucks  require  the  length 
football  field  to  stop.  And  always  allow  plenty  of  room  for  trucks  to  maneuver.  They  make  wide  turns  and 
extra  space  at  intersections.  Learn  more  in  the  "Sharing  The  Road"  book,  free  from  Shell.  Get 
Jt  your  nearest  Shell  station  or  contact  us  at  www.countonshell.com  or  call  1-800-376-0200. 
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IN  YOUR  FACE 

Steve  DiAntonio's  customers  aren't  the 
only  ones  getting  made  over.  Color  Me 
Beautiful  now  looks  pretty  good,  too. 


BY  JOANNE  GORDON 

S  HERON  BOOTHE  IS  CRUISING  THE 
aisles  at  JC  Penney  when  Thyais 
Walsh  steps  in  her  path.  Within 
minutes  Walsh  is  swabbing  Boothe's 
cheeks  with  chestnut-colored  makeup 
from  Flori  Roberts.  Boothe,  a  health 
care  industry  recruiter  from  Queens, 
N.Y.,  is  impressed  enough  with  the  re- 
sults to  fork  over  $31  for  the  founda- 
tion and  a  gold  lipstick.  "I've  been 
sold,"  she  says. 

Not  a  remarkable  exchange  at  a 
place  like  Bloomingdale's — but  un- 
usual for  a  midlevel  retailer  like  Pen- 
ney The  accost-and-persuade  strategy 
is  helping  resuscitate  18- 
year-old  Color  Me  Beautiful, 
which  owns  the  Flori 
Roberts  line.  Five  years  ago 
the  company  looked  as  passe 
as  electric-blue  eye  shadow. 

It  had  its  kitschy  roots  to  thank  for 
that.  Color  Me  Beautiful  was  founded 
in  1983,  two  years  after  a  book  by  the 
same  name  hit  the  bestseller  list.  Its 
premise:  Each  person's  skin  tone 
matches  a  season,  which  has  its  own 
corresponding  colors.  If  you're  a 
"spring,"  for  instance,  you  should  lean 
toward  periwinkle  or  teal. 

When  Steve  O.  DiAntonio  started 
Color  Me  Beautiful  with  the  book's 
author,  ( Carole  Jackson,  they  sold  pack- 
ets of  fabric  swatches  to  help  shoppers 
match  their  "colors"  to  clothing  in 
stores.  Sales  hit  $2  million  in  1985.  But 
the  swatches  were  a  one-time  pur- 
chase; by  1987  revenues  sank  to  $1.4 
million.  DiAntonio,  now  50,  a  former 
McKinsey  &  Co.  consultant,  added 
cosmetics,  [acksoil  wanted  out. 
DiAntonio  gradually  bought  out  her 
stake  in  the  Chantilly,  Va.  com- 
pany for  $1.5  million. 

But  Color  Me  Beautiful's  concept 
was  fading  as  a  more  casual  look — 


khakis  and  light  makeup — 
replaced  brightly  colored 
suits  and  eye  shadow.  On 
the  marketing  front, 
DiAntonio  was  outspent  by 
L'Oreal  and  Estee  Lauder. 
By  1992  he  had  $3.5  million 
in  sales,  no  profit  and  $2  million  in 
debt.  "At  that  point  you  either  have  to 
sell  or  prove  yourself,"  he  says. 

Taking  the  latter  option,  DiAntonio 
scrapped  direct-mail  campaigns,  adver- 
tising and  product  giveaways.  He 
plowed  half  of  his  sales  and  marketing 
budget  (54%  of  revenues)  into  a  more 
aggressive  customer-recruiting  pro- 
gram: hiring  150  freelance  beauty  con- 
sultants to  snare  women  while  they 
shopped  at  JC  Penney  and  Hecht's.  In- 
stead of  product  freebies,  the  consul- 
tants offered  customers  complimentary 
makeovers.  Counter  sales  increased  to 
$1,500  a  day  at  busier  stores. 


CONSULTANTS  SNARE 
WOMEN  WHILE  THEY  SHOP. 


Sales  at  the  private  company  I 
$9.5  million  in  1997.  But  instead  of  tr 
ing  to  beat  mainstream  giants,  DiAnt 
nio  shifted  his  focus  to  black  and  Hi 
panic  consumers,  who  spend  $2  billk 
a  year  on  cosmetics  and  skin  care,  a 
cording  to  Target  Market  News,  r 
courted  Miami-based  IVX  BioScien 
for  ten  months  before  it  sold  two  ailij 
ethnic  cosmetics  and  skin  care  bran 
to  him  for  $3.5  million:  Iman  and  Flc 
Roberts.  DiAntonio  took  advantage 
the  fact  that  most  of  the  stores  carryit 
these  brands  were  already  carryii 
Color  Me  Beautiful  and  dropped  60 
the  75  acquired  employees. 

Last  year  same-store  sales  increasi 
14%  for  Iman  and  4%  for  Flc 
Roberts,  thanks  in  part  to  pouncing  1 
those  beauty  consultants.  The  cor 
pany  earned  $1.7  million  pretax  ( 
revenues  of  $26  million. 

Future  partnerships  will  give  DiAnt 
nio  a  bigger  share  of  the  ethnic  mark 
where  Fashion  Fair  is  the  top-sellii 
brand.  "I'm  gearing  up  to  grow,"  he  sa; 
This  is  one  company  that's  just  starrL 
to  look  good  with  age. 
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Database 

Microsoft  or  Oracle 

Marketing 

Epiphany  or  Oracle 

Sales 

Siebel  or  Oracle 

Webstore 

IBM  or  Oracle 

Procurement 

Commerce  One  or  Oracle 

Manufacturing 

SAP  or  Oracle 

Supply  Chain  Mgmt 

\2  or  Oracle 

Financials 

SAP  or  Oracle 

Human  Resources 

PeopleSoft  or  Oracle 

Support 

Clarify  or  Oracle 

Get  a  complete 

e-business  suite 

from  Oracle. 

Or  assemble 

software  from 

10  different  vendors 

(no  instructions  included). 

'. 

The  choice  is  yours. 

Oracle  Corporation  All  rights  reserved  Oracle  and  Software  Powers  the  Internet  are  registered 
arks  of  Oracle  Corporation  Other  names  may  be  trademarks  of  their  respective  owners 
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THE  STAKEHOLDER  GAME 

Can  loyal  consumers  be  turned  into  loyal  investors— and  vice  versa? 


BY  MICHAEL  FREEDMAN 

GREG  M.  ALLIO  EXPECTED  THE 
worst  at  Robert  Mondavi  Corp.'s 
November  1994  shareholder 
meeting.  The  Oakville,  Calif,  winery 
had  gone  public  the  year  before  at 
$13.50  and  its  stock  had  withered  to 
$9.  Allio,  a  securities  lawyer  who  had 
been  representing  the  company,  fig- 
ured investors  would  be  ^^p- 
pretty  nasty.  To  his  aston- 
ishment, they  stood  up, 
one  after  another,  to  toast 
the  Mondavi  family. 
"They  owned  stock  be- 
cause they  loved  the 
product,"  says  Allio. 

Therein  was  the  inspi- 
ration for  a  new  company. 
Allio  and  his  wife, 
Pamela,  reckoned  they 
could  exploit  that  sort  of 
loyalty  among  folks  who, 
say,  always  buy  their  bed- 
sheets  at  Kmart  or  their 
cordless  drills  at  Home 
Depot.  So  they  launched 
StockPower  in  San  Fran- 
cisco to  help  publicly  held 
companies  turn  dedicated 
customers  into  share- 
holders— and  investors 
into  regular  customers. 

Here's  how  it  works: 
You  have  to  register  to 
buy  shares  by  going  to 
StockPower's  Web  site 
(www.stockpower.com  or 


and  news  of  store  opening  | 
to  shareholders.  "It  makes 
real,  natural  direct  market! 
ing  tie-in,"  says  James  Granl 
manager  of  investor  rela^ 
utilities  have  used  expensive  direct-mail     tions  for  Home  Depot. 


campaigns  to  entice  customers  to  be- 
come investors.  But  by  dealing  with 
StockPower,  companies  can  offload  a 
marketing  headache.  When  Home 
Depot  signed  on  in  December  1998,  for 
instance,  StockPower  sent  advertising 
inserts  about  Home  Depot  stock  to 
customers  with  their  monthly  bills. 


Not  the  wine  talking:  Greg  and  Pamela  Allio. 

hi 


,  -a 


Not  everyone  got  it.  Despite  the  er  I 
dorsement  from  Home  Depot,  and  $ 
million  from  venture  capital  firms,  ir J 
eluding  Mohr  Davidow,  the  Allios  had 
tough  sell.  For  months  Big  Orange  w; 
its  only  client,  says  Stephen  Klein,  hire 
last  May,  who  recently  became  Stod 
Power's  chief  executive. 

So  the  firm  built  up  i 
sales  team  to  seven  pec 
pie.  Sicced  on  the  investc 
relations  and  marketii 
departments  of  dozens  < 
companies,  they  pointe 
out  how  much  cheaper 
would  be  to  deal  with  p( 
tential  investors  over  tl 
Internet.  StockPower  no 
has  eight  clients,  indue 
ing  BP  Amoco,  Tandy  ar 
Kmart.  Impressed,  Mol 
Davidow,  SoffinoV 
Hikari  Tshushin  and  otl 
ers  kicked  in  an  addition 
$22  million,  leavil 
StockPower  executive 
employees  and  originl 
investors  with  just  ovj 
50%  of  the  company. 

Now  to  goose  rei 
enues.   StockPower  d| 
clines    to    specify   he 
much  it  lost  last  year 
estimated       sales 
$200,000.    Klein    has 
wildly  ambitious  goal: 
sign  at  least  25  of  the  t<j 


THE  AMBITIOUS  GOAL:  SIGN  25  OF  THE  TOP  500  CONSUMER  COMPANII 


investomer.com)  or  that  of  a  member 
company,  and  paying  a  one-time  en- 
rollment fee  of  $5  to  $10.  You  buy  stock 
directly  from  the  company;  transaction 
fees  are  $1  each  time  you  buy  and  from 
$10  to  $15  each  time  you  selL 

Selling  shares  directly  to  the  con- 
sumer is  nothing  new   many  electric 
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Some  16,000  customers  signed  on,  in- 
vesting an  average  $1,000  each.  Home 
Depot  paid  StockPower  an  estimated 
$8  per  new  investor — $128,000.  Stock- 
Power,  in  turn,  created  a  database  of  in- 
vestors for  the  company's  marketing 
department.  Home  Depot  now  sends  e- 
mails  touting  new  products,  services 


500  consumer  companies  and  sell  stc 
to  10%  of  their  customer  base,  or  ,1 
million  people,  in  the  next  two  yea 
This  assumes  that  the  bull  market 
continue  its  Pamplona-like  stampede-J 
and  that,  in  a  world  of  day  trade^ 
short-term  investors  can  become 
longtimers. 
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Steelmaking  is  high  tech  at  IPSCO 's 
$375  million,  state-of-the-art  minimill  in 
Iowa,  the  heart  of  manufacturing  country. 
With  equipment  and  processes  on  the 
leading  edge  of  steel  technology,  IPSCO 's 
Iowa  plant  operations  require  more  than 
300  employees  with  technology  and 
engineering  education  and  experience. 

"Increases  in  technology  require 
employers  to  hire  people  with 
advanced  skills  and  knowledge  to 
staff  their  organizations,"  says  Roger 
Phillips,  IPSCO  President  and  CEO. 
"To  address  our  need,  the  local  com- 
munity college  worked  with  us  to 
develop  a  degree  program  focusing 
on  manufacturing  technology.  The 
program  has  assured  our  company  a 
ready  supply  of  highly  trained  and 
well-educated  workers." 

The  availability  of  quality  post- 
secondary  training  and  the  strong 
work  ethic  of  Iowa's  workforce  were 
two  of  the  many  compelling  reasons 
IPSCO  made  the  smart  move  to  Iowa. 
To  learn  how  your  business  can  profit 
from  Iowa's  highly  skilled  workforce, 
call  1-800-245-IOWA  or  e-mail 
SmartState@ided.state.ia. us. 
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DODGING  BUSES  AND  TAXIS,  STEEN 
Strand  careens  down  Potrero  Hill 
in  San  Francisco.  Riding  a  six- 
wheeled  contraption — half  skateboard, 
half  snowboard — he's  able  to  spin  360 
degrees  on  the  mongrel  board  while 
carving  back  and  forth  along  the  fall  line 
of  the  steep  concrete. 
Back  at  the  top  of  the 
hill,  he's  poised  for  an- 
other run  when  a 
passerby  shouts:  "Go  for 
it.  Don't  think  about  it!" 

An  apt  rallying  cry 
for  Strand's  fledgling 
Freebord  Manufactur- 
ing. Headquartered  in  a 
ramshackle  warehouse 
next  to  the  San  Fran- 
cisco Bay,  Strand,  34, 
and  his  partner,  Bayard 
Winthrop,  30,  are  trying 
to  take  the  popular  ex- 
perience of  snowboard- 
ing  to  the  street.  Their 
$230  wood  board  allows 
riders  to  mimic  the  sup- 
ple slides  made  on 
downy  slopes. 

Strand's  business 
grew  out  of  a  master's 
thesis  in  product  design 
at  Stanford  University, 
where  he  wound  up 
after  ditching  a  career  in 
corporate  finance  at 
Lehman  Brothers.  There 
he  hit  upon  the  idea  of 
marrying  his  youthful 
passion  for  skateboard- 
ing with  his  more  recent 
love  of  snowboard ing. 

Much  more  than  a 
traditional  skateboard, 
Freebord  allows  lor  om- 
nidirectional movement.  Two  caster- 
wheels  in  the  center  of  the  board  act  like 
the  base  of  a  snowboard,  allowing  the 
rider  to  initiate  a  slide  in  any  direction. 
1  ike  the  wheels  of  a  shopping  cart,  they 
rotate  360  degrees,  but  are  spring  biased 
and  return  to  a  straight  position  when 
not  forced  to  spin.  Two  pans  of  addi- 
tional wheels  are  mounted  on  a  truck 
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that  extends  beyond  the  board  and  sim- 
ulates the  edges  of  a  snowboard.  Each 
Freebord  has  90  parts,  compared  with  60 
on  a  regular  skateboard. 

Strand  developed  two  dozen  proto- 
types before  refining  Freebord,  rejigger- 
ing  the  wheels  and  truck  to  bring  down 


costs  by  $100.  On  one  early  version,  he 
used  surgical  tubing  to  bind  the  wheels 
together  and  coaxed  a  fearless  classmate 
to  test  the  crude  board.  "He  took  a  lot  of 
hits,"  sighs  Strand. 

There  were  doubters,  of  course.  A 
professor  ribbed  Strand  about  the  plau- 
sibility of  his  invention,  reminding  him 
of  something  called  friction.  Banks  and 


the  Small  Business  Administrate 
turned  down  his  requests  for  loans.  U 
deterred,  Strand  ran  up  $100,000  on 
credit  cards  to  develop  and  patent  Fre 
bord.  Two  years  ago  he  recruiti 
Winthrop,  a  former  executive  at  Atl 
Snow-Shoe  Co.  Winthrop  pitched 
$50,000  and  manag 
ment  skills  to  mark 
and  distribute  Freeboi 
The  pair  cajoled  frien 
and  family  into  lendi] 
them  another  $200,0i 
to  produce  the  board 
last  September  they  we 
ready  to  roll. 

Since  then  the  cor 
pany  has  sold  4,0( 
boards  through  225  i 
dependent  retail  oude 
Winthrop  hopes  tl 
business  will  generate 
gross  profit  margin 
45%  on  sales  of  $1  m 
lion  this  year.  About 
third  may  come  fro 
overseas,  particulai 
Japan,  where  Freebo 
already  has  a  small  b 
devoted  following.  Ste 
has  paid  down  the  de 
on  his  credit  cards. 

The  timing  is  goo 
board  sports  are  h< 
The  number  of  sno\ 
boarders  has  risen  83 
over  the  past  five  yea 
and  the  market  h 
grown  to  an  estimat 
$3  billion.  Still,  Strai 
has  an  uphill  clim 
Snowboarding  ai 
skateboarding  are  ins 
lar  industries  with  fa 
that  don't  like  poseu 
A  reviewer  last  year  in  the  board-spc 
magazine  Warp  dissed  Freebord,  sayir 
"I  can't  find  solace  in  sliding  sidewa 
down  a  hill  and  catching  rail,  which  i 
suits  in  the  tossing  of  my  own  salac 
(Translation:  slamming  into  the  pa\ 
ment  and  cracking  your  skull.) 

Strand  shrugs  off  the  criticisi 
"This,"  he  says  simply,  "is  the  ride." 
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With  PeopleSoft  CRM,  all  that  Internet  stuff  you've  been  spending  so  much  time  and  money  on  can  finally 

earn  its  keep.  In  a  world  of  eBusiness  this  and  dot-com  that,  we've  created  a  way  to  take  all  your 

important  customer  information  and  share  it  with  all  your  people.  And  thanks  to  our  Vantive  products' 

helpful  sales  tools,  you  have  the  potential  to  turn  every  one  of  your  employees  into  a  salesperson. 


Introducing  PeopleSoft  CRM.  Powered  by 


Applications  for  eBusiness"         www.peoplesoft.com         888.773.8277 


vantive 


100%  Internet  architecture  •  Powerful  sales  tools 
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Free  for  All 

One  day  any  company  with  a  brand  name  may  offer  free  Internet 
access  to  cozy  up  to  customers.  That  bodes  ill  for  America  Online. 


BY  BRUCE  UPBIN 

IT  TOOK  AMERICA  ONLINE  TEN 
YEARS  to  sign  up  3  million  sub- 
scribers. IstUp,  a  company  with  no 
brand,  no  advertising  and  a  25-year- 
old  Stanford  graduate  as  its  chief, 
did  it  in  eight  months. 

1st  Up  hit  that  mark  for  a  simple  rea- 
son: It  provides  Internet  access  free  of 
charge.  The  firm  envisions  a  day  when 
any  company,  from  soapmaker  to  shoe 
marketer  to  airline  or  bank,  can  act  as  an 
Internet  service  provider.  IstUp's  angle: 
The  marketers  pay  1  stUp  to  provide  the 
behind-fhe-curtain  ISP  service  they  offer, 
giving  it  away  to  gain  an  intimate,  ongo- 
ing relationship  with  customers. 

Free  Internet  access  is  growing 
wildly,  threatening  to  undermine  an 
economic  underpinning  of  the  entire 
World  Wide  Web.  The  free  movement 


as  the  town  of  LaGrange,  Ga.,  the  NBC 
network  and  even  Kmart. 

"Once  the  first  big  brick-and-mor- 
tar  companies  do  it,  they're  all  going  to 
lock  up  deals  to  compete,"  says  Charles 
Katz,  chief  executive  of  San  Francisco- 
based  IstUp,  whose  70  free- Web  clients 
include  Seventeen  magazine,  The  Rocky 
Mountain  News  and  the  Fox  network's 
dysfunctional  family,  The  Simpsons.  "It 
makes  sense  for  companies  that  want  to 
have  a  strong  and  constant  interaction 
with  their  customers." 

Still  a  far  cry  from  age  30,  Katz 
started  IstUp  in  October  1998.  Origi- 
nally just  three  guys  and  a  gal  in  bor- 
rowed office  space,  1st  Up  now  has  3  mil- 
lion free-surfing  its  modems.  It  leases  a 
data  network  supporting  4,000  dial-up 
numbers — more  than  AOL,  he  says.  A  big 
vote  of  confidence  came  in  November, 


up  access  to  speedy,  $40- 
month  broadband  servic 
(Even  that  isn't  a  panace 
Free  broadband  for  sma 
businesses  is  on  the  way.  S 
p.  144.) 

That  adds  urgency 
AOL's  pending  acquisitic 
of  Time  Warner,  which  h 
12.6  million  cable  horn 
ideally  suited  for  broai 
band.  But  AOL  is  caught  in 
pincer  movement:  It  must  roll  oi 
broadband  access  rapidly  (only  550,0( 
Time  Warner  homes  now  have  it)  whi 
staving  off  price  erosion  in  its  core  na 
rowband  business. 

That  won't  be  easy.  Kmart  unveilf 
its  free  Web  service,  BlueLight.com,  od 
four  months  ago  and  has  already  signi 
up  1 .3  million  users.  Every  day  it  adds  i 
to  20,000  more  freeloaders.  About  30 
of  them  also  get  AOL.  Maybe  not  for  Ioe 
AOL,  of  course,  has  survived  ma] 
threats  before,  including  the  rise  of  1 
Web  itself  when  AOL  was  a  proprieta 
service  that  offered  no  way  of  jumpii 
on  board  the  Net.  It  sees  no  reason  j 
fear  the  freebies.  "Long  term,  we  doi 
think  there's  much  viability  in  the  fr 
ISP  model,"  says  a  spokesperson  for  AC 
But  what  about  future  growth? . 
big  as  AOL  is,  its  market  is  getting  tapp 


IF  AOL  REDUCED  ITS  MONTHLY  FEE  BY  S5.  IT  WOULD  SLIDE  INTO  THE  RED 


could  undercut  the  growth  of  America 
Online,  which  still  relies  on  $22-a- 
month  fees  for  two-thirds  of  its  $5.7 
billion  in  annual  revenue.  It  poses  an 
even  bigger  threat  to  second-tier  ISPs 
such  as  Microsoft's  MSN,  AT&T's  World- 
Net  and  loss-ridden  EarthLink. 

Already  9  million  accounts,  over 
one  third  of  AOL's  subscribe!  base,  have 
been  opened  for  free  surfing.  The  coast- 
ing comes  courtesy  of  unlikely  ISPs  such 

'40       1     o    K    H    I     s    ■    M.iv  1,2000 


when  Web  conglomerate  CMGI,  which 
holds  stakes  in  AltaVista,  Lycos  and  other 
outlets,  bought  IstUp  for  $60  million. 

As  more  companies  embrace  free  ac- 
cess, many  customers  may  begin  to  ques- 
tion why  they  should  line  AOL's  pockets 
with  22  bucks  a  month.  If  the  giant  on- 
liner  were  forced  to  lower  its  fee  by  even 
$5,  AOL  would  slide  back  into  the  red. 

To  stay  in  the  black,  it  may  have  to 
accelerate  a  move  away  from  poky,  dial- 


out:  76%  of  U.S.  homes  with  PCs 
ready  have  online  access,  according 
Jupiter.  The  holdouts  in  the  Great  U 
connected  tend  to  have  lower  incom 
than  those  already  on  the  Web;  mai 
can't  afford  to  spend  $260  a  year 
Web  access,  and  they  are  exactlv  tl 
kind  of  people  who  shop  at  Kmart. 

AOL  always  has  insisted  its  sul 
scribers'  sense  of  shared  community  w 
keep  them  coming  back.  But  "the  ne 
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Give  it  away  now:  Charles  Katz  says  you,  too,  can  be  an  ISP. 
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wave  of  Web  use  isn't  about  mind-ex- 
pansion or  community.  It's  about  sav- 
ing money,"  argues  Mark  M.  Goldstein, 
chief  executive  of  BlueLight. 

Kmart's  foray  into  free  cyberspace  is 
aided  by  partners  Yahoo,  Softbank  and 
the  Martha  Stewart  franchise.  The 
backshop  is  handled  by  IstUp's  Palo 
Alto,  Calif. -based  rival,  Spinway,  an- 
other "virtual"  ISP.  Spinway's  venture 
backer,  Softbank,  also  a  major  investor 
in  Yahoo,  married  Yahoo's  content,  in- 
stant messaging  and  e-mail  services 
with  BlueLight  so  it  can  stand  on  its 
own  against  AOL. 

Commerce  and  advertising  will  sub- 
sidize the  cost  of  free  access.  Users  can 
shop  Kmart  from  the  opening  page, 
which  will  include  slightly  more  upscale 
items  and  members-only  coupons  re- 
deemable at  stores. 

The  virtual  ISP  model  of  Spinway 
and  IstUp  looks  a  lot  more  compelling 
over  the  long  run  than  the  model  of 
NetZero,  currendy  the  biggest  free  ISP. 
Rather  than  sell  service  to  marketers  as  a 


customer  giveaway,  NetZero  peddles  its 
own  brand,  aiming  to  offset  the  cost  by 
selling  advertising  and  targeted  market- 
ing research. 

Its  marketing  costs  have  ballooned 
as  it  batdes  AOL  and  Microsoft  for  atten- 
tion, rising  from  37%  of  sales  in  the  first 
quarter  last  year  to  92%  in  the  first 

Life  in  the  Free  Lane 


In  less  than  a  year,  providers 
of  free  Internet  access  have 
charged  to  the  front  ranks  of 
the  industry. , 
is  still  way  > 
new  subscribei 
be  harder 


'Estimated.  Source:  Company  data. 


quarter  of  this  year.  Spinway  and  lstl 
spend  far  less,  but  they  have  to  share 
and  commerce  revenue  with  their  a 
porate  customers. 

Still  other  freebie  ISPs  are  poppt 
up,  splitting  the  audience  into  affirr. 
groups.  People  get  free  service  anc 
sense  of  belonging.  For  devout  Chr 
tians  there's  Onfaith.com,  which  corr 
with  a  strong  content  filter  barring  lin 
to  porn  sites.  The  philanthropically  i 
clined  can  join  WorldShare.net,  whi 
donates  $1  per  month  per  subscriber 
the  charity  of  your  choice.  WorldSha 
landed  30,000  members  in  45  da] 
swamping  its  staff  and  halting  new  sig 
ups  for  almost  a  month. 

The  logical  extension  of  that  trei 
is  a  first-person  ISP.  That  day  is  not 
far  off.  Already,  anyone  can  ha 
an  eponymous  e-mail  boxi 
bruce@upbin.com — through  sites  li 
Iname.com.  Access  is  next. 

"Ultimately,  all  the  kinks  will  wo 
out  so  that  you  can  be  who  you  are  ai 
be  identified  automatically  no  matl 
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i  at  device  you're  on.  At  that  point  I 
i  n't  know  why  you  need  to  be  on 
I L,"  says  David  Hayden,  chairman  of 
5  itical  Path.  His  fast-growing  com- 
j  iy —  revenue  up  600%  this  year — 
I  nages  e-mail  for  corporate  clients 

I  :h  as  E-trade,  Sprint  and  AOL  itself. 
}  tical  Path  has  convinced  companies 
Iy  don't  need  to  be  tech- 

llogy  experts  to  become  a 
:  nmunications  company. 

I I  outsource  it. 
i  Other  marketers,  however, 
I  stopping  short  of  getting 
jo  the  free-access  game. 
I  rs  signed  a  broad  partner- 

1  p  pact  with  AOL,  marketing  an  AOL 
I  vice  throughout  its  stores  with  the 
I  rs  name  gracing  the  screen.  General 
I  tors  could  build  a  powerful  wireless 
jj  a  network  with  its  OnStar  satellite 
Item,  but  it  says  OnStar  will  remain 
I -neutral  for  now.  To  market  its  Buy- 
lver.com  auto-shopping  site,  GM 
|>se  to  ally  with  AOL — but  also  with 
l:-service  provider  NetZero. 


AOL  has  a  number  of  weapons  in  its 
arsenal  to  keep  its  22  million  subscribers 
paying.  Its  chat  rooms  are  hugely  popu- 
lar communities.  Its  Instant  Messenger 
service  is  still  inaccessible  to  similar  ser- 
vices from  Microsoft  and  Yahoo.  Once 
you  have  spent  months  building  a 
"buddy"  list,  you  can't  easily  move  it  else- 


THE  NEXT  WAVE  OF  WEB  USE 
ISN'T  ABOUT  COMMUNITY, 
ITS  ABOUT  SAVING  MONEY" 


where.  And  its  new  5.0  software,  dubbed 
the  "Upgrade  of  Death,"  is  the  subject  of 
a  class  action  alleging  that  it  interferes 
with  rival  ISP  software  loaded  onto  a  PC. 
AOL  Chairman  Steve  Case  insists  he 
will  never  offer  a  free  service  in  the  U.S., 
but  he  was  more  than  willing  to  go  free 
in  England  to  compete  with  local  rival 
Freeserve.  Freeserve  has  1.9  million  ac- 
counts; AOL  has  only  600,000  paying 


Brits,  plus  400,000  members  who  get 
free  AOL  access  under  the  Netscape  On- 
line brand.  In  the  U.S.,  meanwhile,  AOL 
has  a  new  marketing  partnership  with 
Wal-Mart  that  is  expected  to  result  in  a 
lower-priced  service. 

The  most  likely  outcome:  a  perma- 
nent stratification  of  Internet  access  into 
full-service,  low-budget  and 
no-cost  tiers,  similar  to  pre- 
mium and  basic  cable.  Even 
IstUp  admits  that  free  doesn't 
suit  everyone.  It  recendy  un- 
veiled its  own  private-label 
______    subscriber  service  for  those 

willing  to  pay  a  little  extra  to 
avoid  advertising. 

For  now  AOL  and  its  ilk  have  no  in- 
centive to  lower  their  rates  until  they  ab- 
solutely have  to  do  so.  AOL  is  busy  spend- 
ing the  next  several  months  ironing  out 
the  details  of  its  massive  acquisition  of 
Time  Warner  and  mapping  its  broad- 
band push.  That  is  fine  by  Charles  Katz. 
In  the  past  month  IstUp  has  signed  up 
another  600,000  new  customers.  F 
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Land  Grab 

Urban  Media  and  a  pack  of  rivals  are 
betting  billions  on  a  race  to  wire  up 
small  businesses  for  the  digital  age. 


BY  NEIL  WEINBERG 

FIRST  CAME  FREE  WEB  BROWSERS. 
Then  free  e-mail  and  Internet  ser- 
vice. The  next  freebie:  broadband 
access,  the  Ferrari  of  the  Infobahn. 

Urban  Media  of  Palo  Alto,  Calif,  will 
roll  out  free  broadband  to  hundreds  of 
office  buildings  this  year.  The  startup  has 
raised  $32  million  from  Softbank  and 
other  investors  and  is  trolling  for  $1  bil- 
lion more  over  the  next  year.  It  aims  to 
wire  up  buildings,  at  no  charge,  with  the 
ultimate  broadband  pipeline — fiber  op- 


Rich  in  fiber: 
Urban  Media's 
Paul  Mockapetris 
(left),  Sean 
Doherty  and  Atam 
Lalchandani. 


tics — as  a  platform  for  selling 
additional  services. 

The  firm  is  in  a  frenetic  race 
to  rule  the  latest  instant  high- 
tech  industry:  on-site  service 
providers,  or  OSPs.  Haifa  dozen 
well-funded  shops  lead  the 
charge  in  supplying  small  and 
mid-size  businesses  with  fancy 
digital  features  that  once  were 
available  only  to  rich  corporate  titans — 
videoconferencing,  always-on  Internet 
access,  Web  hosting  and  more. 

The  little  guys  could  pose  a  huge  mar- 
ket: Of  6.5  million  small  businesses,  only 
one  in  five  is  now  online.  Most  such  busi- 
nesses can't  afford  the  staff  and  hassle  re- 
quired to  navigate  a  sea  of  local,  long-dis- 
tance and  wireless  carriers,  Internet  and 
application  service  providers  and  Web  site 
and  e-mail  hosts.  OSPs  do  it  for  them. 

Urban  Media  and  its  rivals  typically 
pay  the  cost  of  installing  the  broadband 


wiring,  but  Urban  Media  ups  the  ante 
offering  core  broadband  service  entire 
free  of  charge.  "Bandwidth  rates  are  goii 
to  drop  to  near  zero,"  says  Chief  Exec 
tive  Sean  Doherty.  "Our  model  is  com 
(communications)  plus  dot.com — wi 
ning  customers  with  free  broadband  ai 
upselling  phone  and  data  services." 

The  stakes  are  already  high.  Cypre 
Communications  and  Allied  Riser  ea< 
sports  a  few  million  dollars  in  reveni 
and  stock-market  valuations  of  $1  b 
lion  and  $2  billion,  respectively.  Broa 
band  Office,  with  funding  from  Sa 
Zell's  Equity  Office  Property  Trust  ar 
venture  capital  stalwart  Kleiner  PerkL 
Caufield  &  Byers,  just  drew  $25  millk 
each  from  sworn  enemies  Microsoft  ai 
Sun  Microsystems,  valuing  the  firm 
more  than  $500  million. 

Whether  they  can  deliver  profits 
justify  those  lofty  valuations  is  anoth 
matter.  Small  businesses  aren't  nece 
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sarily  eager  to  usher  in  the  digital  age, 
and  the  OSPs  will  have  to  spend  buckets 
of  cash  wiring  up  buildings  before 
getting  a  dollar  in  return.  "The  trick 
will  be  surviving  until  a  big  market 
emerges  for  all  the  things  these  guys 
want  to  sell,"  says  analyst  Joanna  Makris 
of  the  Yankee  Group. 

Doherty,  42,  formed  Urban  Media  a 
year  ago  with  two  fellow  founders  of  At- 
Home,  a  leading  cable-modem  service. 
In  his  college  years  he  studied  music  the- 
ory at  the  Salzburg  Academy  of  Music  in 
Austria.  He  likens  the  thinking  needed  to 
build  a  company  to  that  which  goes  into 
composing  a  symphony. 

His  investors  liken  it  more  to,  say, 
minting  money.  Softbank's  investment 
arm  plans  to  pump  another  $100  mil- 
lion into  Urban  Media  this  year;  an  ini- 
tial public  offering  could  occur  next  year. 

"With  broadband  on  every  desk,  the 
opportunity  to  sell  is  monstrous,"  says 
Gary  Rieschel,  the  top  executive  at  Soft- 
bank Venture  Capital.  "What's  going  to 
differentiate  the  players  is  what  they  put 
through  those  pipes."  Softbank's  stakes 
in  "a  hundred-odd  companies  like  Yahoo 
and  Biztro"  will  help,  he  says. 

Urban  Media  pitches  free  broadband 
to  landlords  as  a  perk  that  will  let  them 


Plugging  for  Broadband  Profits 


The  race  is  on  to  deliver  broadband  to  small  businesses.  Now  if  they'll  just  surf. 

Service  area  & 
Company  Technology  &  services  planned  rollout 


Allied  Riser 


Fiber  delivering  voice,  broadband 
and  online  application  services. 


In  30  cities;  adding  20 
by  year-end. 


Broadband  Office 


Fiber  and  copper  delivering  voice, 
broadband,  online  software  and  services. 


In  8  cities:  adding  20 
in  next  year. 


Cypress  Communications 


Fiber,  coaxial  and  copper  delivering 
voice,  broadband  and  satellite  TV. 


In  18  cities;  adding  22 
this  year. 


Eureka  Broadband 


Fiber  and  copper  delivering  broadband,  Internet  In  12  cities;  adding 
telephony,  software  and  online  services.  8  this  year. 


Onsite  Access 


Fiber  and  copper  delivering  voice, 
broadband  and  online  services. 


In  22  cities;  major 
expansion  planned. 


Urban  Media 


Fiber  delivering  voice,  broadband, 
software  and  online  services. 


In  San  Francisco:  adding  40 
cities  by  end  of  2001. 


Sources:  Forbes;  companies. 

advantages  are  enormous.  A  setup  of  old 
"Tl"  high-speed  lines  leased  from  local 
phone  companies  would  cost  roughly 
$120,000  a  year  to  provide  100  workers 
with  80  kilobits  per  second  of  bandwidth 
apiece.  With  Urban  Media,  each  user  will 
get  200  kilobits  per  second — free. 

That  loss-leader  is  intended  to  whet 
the  appetite  for  pay  services.  A  toolbar  will 
appear  across  the  top  of  the  PC  screen, 
from  which  Urban  Media  and  partners 
will  sell  like  mad:  phone  service,  software, 
Web  hosting,  airline  tickets,  you  name  it. 
"Today's  special  is  payroll  software.  Try  it, 


"WITH  BROADBAND  ON  EVERY  DESK,  THE 
OPPORTUNITY  TO  SELL  IS  MONSTROUS." 


boost  rents  $2  to  $4  per  square  foot,  or 
10%  to  15%.  Liberty  Property,  Jones 
Lang  I  aSalle,  Trammel  Crow  and  other 
large  real  estate  linns  have  signed  up,  giv- 
ing Urban  Media  access  to  900  million 
square  feel  of  office  space  and  4.3  mil- 
lion workers.  "1  ive  broadband  is  a  bril- 
liant marketing  hook,"  says  Robert 
Fenza,  chief  operating  officer  o]  1  iberty 
Property. 

I  tohert)  hopes  to  bring  50  buildings 
online  by  the  end  of  May,  500  by  year- 
end  and  2,000  sites  by  the  end  of  next 
year.  They  will  have  "fiber-to-the-floor" 
and  be  linked  to  $5  million  voice/data 
switches  that  Urban  Media  is  installing 
in  major  cities. 

1  or  small-time  customers  the  cosl 


and  if  you  like  it,  you  can  start  paving," 
says  Paul  Mockapetris,  the  company's 
chief  technology  officer  and  an  inventor 
of  the  Internet's  Domain  Name  System. 
"With  tree  broadband  as  an  entry  point, 
we  think  users  will  come  in  droves." 

Urban  Media  estimates  a  business 
typically  spends  a  total  of  $1,000  to 
$2,000  per  desktop  on  various  telecom- 
munications services;  that's  the  dollar 
tl(  >w  it  hopes  to  tap.  The  company  says 
it  will  have  to  spend  about  $250  per  desk- 
top to  install  its  gear.  It  hopes  to  lure  40% 
of  tenants  in  a  newly  wired  building  to 
accept  free  broadband.  A  rival,  Allied 
Riser,  which  has  wired  buildings  in  30 
markets,  has  signed  up  45%  of  tenants 
loi  some  services;  it  had  a  $57  million 


loss  on  $2  million  in  sales  last  year. 

For  Urban  Media,  if  one-quarter 
the  businesses  that  use  the  free  broa 
band  also  buy  add-ons,  such  as  pho 
service,  calling  cards  and  unified  m< 
saging,  each  building  would  be  cash-fl< 
positive  in  1 8  months.  Boost  usage  frc 
there,  and  nearly  everything  flows  to  t 
bottom  line. 

On  May  1  the  company  launch 
"Urban  1.0"  in  six  cities,  offering  st 
vices  such  as  managed  e-mail  at  abo 
$4  a  month  per  mailbox,  unified  voi 
and  e-mail  messaging  for  a  montl" 
charge  of  $10  per  user  and  B2B  acc< 
for  purchasing  office  supplies,  tra> 
tickets  and  other  items. 

At  Urban  Media's  first  wired  site, 
1 1 1  Sutter  Street  in  San  Francisco's 
nancial  district,  six  of  the  eight  fin 
housed  there  now  use  Urban  Media 
some  form.  They  spend  at  a  rate  of  $7 
per  desktop  per  year,  covering  the  $2f 
per-desk  cost  in  as  little  as  four  montl 

"I  love  these  guys,"  says  one  die 
Mark  Corrales,  head  of  operations 
Fort  Point  Partners,  a  Web-site  buile 
in  the  Sutter  Street  building.  He  urges  t 
owners  of  other  buildings  where  F( 
Point  is  setting  up  offices  to  bring 
Urban  Media. 

The  billion-dollar  question:  Wi 
small  firms  buy  enough  bells  and  wh 
des  to  let  Urban  Media  and  its  rivals  tu 
a  profit?  Doherty's  shop,  with  its  o 
screen  sales  come-on  and  cent 
switches,  stands  as  good  a  chance  of  sc 
ing  profitably  as  any. 
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Now  investment  property  professionals 
can  find  something  remarkable  on  the  Web. 

The  truth. 


itar  Exchange.  Eighteen  billion  square  feet  of  property.  One  window.  Open  it  at  www.costargroup.com. 
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F  IB  EB     OPTICS 


Shameless  in  Seattle 

Even  by  today's  standards  for  high-tech  hype,  Terabeam  and 
its  plan  for  speedy  laser  networks  in  the  air  has  gotten  an 
extraordinary  share  of  it.  Now  about  that  technology ... 

BY  SCOTT  WOOLLEY  Amadon  is  an  unlikely  laser  jock.  He 

II  si  ki  m  ii  \i  is  Ni  \T,  BUT  IT  ALWAYS  majored  in  political  science  at  Stanford 

docs  at  first  Instead  of  going  through  and  worked  as  a  cameraman  for  CBS 

the  hassle  of  digging  up  the  streets  to  News  (where  he  invented  a  super- zoom 


BY  SCOTT  WOOLLEY 

IT  SI  Kl   sol  NDSN1  AT,  BIT  IT  ALWAYS 
does  at  first  Instead  of  going  through 

I  the  hassle  of  digging  up  the  streets  to 
lay  fiber  optic  cables,  why  not  just  shoot 
lasers  from  building  to  building?  Zap- 
ping bits  through  the  air  is  safer  than  it 
sounds.  The  lasers  are  too  weak  to  fry 
the  human  eyeball.  And  they  are 
cheaper  au<.\  Easter  to  deploy  than  fiber 
in  the  ground.  Theoretically  at  least. 

So  begins  the  next  chapter  in  opti- 
cal networking,  an  industry  as  hyper- 
valued,  or  maybe  just  plain  overvalued, 
as  they  come.  IDs  Uniphase  carries  a 
rich  market  valuation  of  S79  billion,  or 
516  times  earnings.  Now  comes  the 
Nexl  Big  I  lung:  "wireless  optics."  A  key 
generator  of  the  lexer  pitch  m  this  seg- 
ment is  (.'.  Gregor)  Amadon,  the  49- 
year-old  founder  of  a  Seattle  startup 
sailed  ferabeam. 


lens).  He  turned  entrepreneur  in  the  late 
1980s,  renting  cell  phones  in  airports. 
Long  on  enthusiasm  but  short  on  tech- 
nical training,  he  has  a  history  of  back- 
ing gee-whiz  technologies — fraud-sift- 
ing software,  virtual  reality 
goggles — and  losing  lots  of 
money  in  the  process. 

This  time  Amadon  says 
he's  got  it  right.  The  come- 
on:  Terabeam's  laser  trans- 
mitters, which  are  suppos- 
edl)  able  to  zap  bits  of 
laser  light  over  the  air  at  a 
terabit,  or  one  trillion  bits 
per  second.  So  far  the 
company,  founded  by 
Amadon  in  1997,  hasn't 


STUMBLING 
BLOCKS  ARE 
FOG,  SNOW, 
BIRDS  AND 
DIRTY 
WINDOWS. 


What  nice  guns  you  have: 
Greg  Amadon  and  Dan  Hesse 
take  aim  at  fiber  with  big  lasei 

proven  this  will  work;  it  h 
run  only  a  limited  test  i: 
volving  a  single  customer. 
But  one  telecom  vetera 
Daniel  Hesse,  the  top  exec 
tive  at  AT&T  Wireless,  w 
sufficiently  impressed. 
February  he  left  behind  o 
tions  likely  to  be  worth 
least  $20  million — just 
AT&T  is  preparing  what  m 
be  the  biggest  initial  pub 
offering  ever— to  join  Ter 
beam  as  chief  executive, 
return,  Hesse  got  a  5%  sta 
and  the  promise  of  an  e.v 
bigger  jackpot. 

Amadon  recently  rais 
$105  million  by  selling  or 
sixth  of  the  company  to  bi 
name  investors,  including  the  ubiqi 
tous  Softbank  and  Merrill  Lynch.  Ai 
Wall  Street  banks  are  already  pitchi: 
Terabeam  on  going  public. 

Jack  B.  Grubman,  the  star  Salomi 
Smith  Barney  telecom  analyst  with 
unmatched  talent  for  drumming  up  u 
derwriting  work,  was  quoted  in  a  Sec 
tie-area  paper  touting  Terabeam  as  "t 
next  meteoric  rise  in  the  emerging  te 
com  space  . . .  this  is  the  first  example 
revolutionary  technology  I've  seen  in 
years."  Further  buffing  Terabean 
sheen:  FORBES  ASAP's  own  techno-pu 
dit,  George  Gilder,  wrote  a  rave  revi( 
of  optical  wireless,  praising  Terabean 
Public  relation  coups  all.  But  b 
yond  the  hype  is  a  company  with  dul 
ous  technology,  scads 
well-funded  rivals- 
cent  is  now  selling  an  a 
borne  laser — and  a  str; 
egy  so  grandiose  that 
leaves  no  room  for  erro; 
The  concept  of  creari 
laser  networks  in  the  air  1 
been  around  for  years, 
has  never  been  particula 
successful.  The  biggt 
problem  is  that  it  is  ve 
very  hard  for  a  laser  to  re 
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The 

network  will  always  be  the 

underpinning  of 

e-business. 


It's  a  simple  point  of  fact.  The  communications  network  is  the  vital  contact  between 
every  one  of  your  suppliers,  distributors,  sales  force  and  customers. 

So  consider  the  company  that's  provided  clear,  simple  contact,  from  the  first  time  the 
world  heard  a  pin  drop,  to  when  we  introduced  the  incredible  connective  power  of 
Sprint  ION  ,  Integrated  On-Demand  Network. 

Sprint  ION  integrates  voice,  video  and  data,  bringing  a  new  level  of  seamless 
collaboration  to  your  e-business,  strengthening  every  relationship  inside  and  outside 
your  company. 

You'll  also  find  Internet  service  that's  as  secure  as  it  is  reliable.  And  since  we've 
just  been  rated  top  collocation  host  along  with  attaining  the  leading  position  in 
managed  hosting  services*,  we  can  put  you  in  a  position  to  see  your  revenue  grow. 

Which  can  happen  when  you  have  the  network  that  was  ready  for  e-business, 
before  it  was  even  called  e-business.  Sprint. 

1-877-495-3501  or  visit  www.sprint.com/e-biz 


Sprint 


The  point  of  contact8 
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ably  hit  a  16-inch-wide  receiver  from 
more  than  a  mile  away.  Doing  it  cheaply 
is  even  harder.  One  thorny  issue  is  "solar 
loading,"  when  a  building  warmed  by 
the  sun  expands,  moving  the  delicate 
laser  off-target.  Other  stumbling  blocks: 
fog,  snow,  birds  and  dirty  windows. 

Terabeam's  scheme  is  even  more 
complicated.  Instead  of  using  one  laser 
to  serve  one  customer  as  rivals  do,  Tera- 
beam  aims  to  use  a  single  laser  trans- 
mitter, with  beams  up  to  10  feet  in  di- 
ameter, to  serve  up  to  96  accounts.  It  has 
not  done  this  even  on  a  trial  basis  as  yet. 

Despite  the  hurdles,  the  ultimate 
promise  of  the  technology  has  attracted 
at  least  a  half-dozen  other  companies. 
Incredibly,  Amadon  claims  Terabeam 
already  has  surmounted  all  obstacles, 
and  that  its  gear  offers  a  quantum  leap 
over  rival  technologies  in  terms  of  per- 
formance, reliability  and  price.  "No  one 
else  comes  close  to  doing  what  we  can 
do,"  Amadon  declares. 

Selling  the  virtues  of  an  unproven 
technology  is  old  hat  for  Amadon.  He 
last  made  such  grandiose  predictions  as 
founder  and  chief  executive  of  Virtual 
I/O,  a  failed  maker  of  virtual-reality  gog- 


gles. Much  like  laser  net- 
works, goggles  have  a  po- 
tentially huge  market — if 
only  someone  could  find  a 
way  to  make  them  work. 

Amadon  kept  Virtual 
I/O  alive  for  almost  three 
years,  selling  investors  on 
his  vision  of  the  glasses  as 
the  next  great  consumer  ap- 
pliance. But  the  products, 
always  so  close,  never  quite 
materialized.  In  1996  in- 
vestors, led  by  cable  giant  Tele-Commu- 
nications, booted  Amadon.  TCI  and  oth- 
ers lost  $35  million,  and  Virtual  I/O 
ended  up  owing  creditors  for  $20  mil- 
lion; it  later  liquidated. 

Prior  to  Virtual  I/O,  Amadon  had 
another  abortive  stint  as  chief  executive, 
this  time  at  Cellular  Technical  Services, 
which  sold  software  for  billing  and 
fraud-detection.  Though  it  never  made 
any  money  under  Amadon,  he  declares 
it  a  "home  run"  because  the  company 
went  public  at  a  split-adjusted  $127:  a 
share  in  1992  and  rose  up  past  $200  by 
1996.  Reality  footnote:  He  lasted  as  chief 
executive  for  onlv  five  months  after  the 


"WE  WILL 
HAVE 
NUCLEAR 
WEAPONS," 
AND  NO  ONE 
ELSE  WILL. 


How  to  Play  Laser  Tag,  Corporate-Style 

Lots  of  things  can  go  wrong  when  you  try  shooting  a  fat  laser  beam  through  the 
air  to  hit  a  target  a  mile  away.  But  the  newer  lasers  are  more  reliable,  thanks  to 
their  greater  size:  They  start  out  as  concentrated  pinpoints,  but  are  refocused 
and  beamed  out  with  a  diameter  of  several  feet. 

That  means  objects  such  as  birds  or  raindrops,  which  only  block  part  of  the  beam, 
slow  but  don't  stop  the  transmission.  However,  if  the  rain  or  snow  gets 
too  fine,  occluding  the  entire  beam,  transmission  can  grind  to  a 
halt.  Fog  is  the  biggest  enemy,  leaving  no  empty  air  for  any 
of  the  laser  to  slip  by.  The  beams  pass  right  through 
windows,  so  receivers  need  not  be  set 
on  rooftops.  ^^^^^^^ 
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firm  went  public;  the  sto< 
later  jumped  on  takeov 
speculation — and  it  sirn 
has  fallen  to  $10. 

With  Hesse  supplan 
ing  Amadon  at  the  top,  tl 
founder  now  functions 
chairman  and  chief  ted 
nology  officer.  Yet  he  lac 
any  formal  technical  bac 
ground.  As  a  job  qualific 
tion,  he  points  to  a  Ion 
standing  amateur  intere 
in  optics.  He  boasts  six  patents,  oi 
jointiy  held  for  a  miniature  laser  lens. 

Such  proprietary  technology  is 
linchpin  of  Amadon's  long-term  stra 
egy.  He  plans  to  keep  Terabeam's  las 
gear  to  itself,  making  its  own  supply 
become  a  full-fledged  carrier.  That 
all-but-unheard-of  in  telecom.  "If  Ter 
beam's  technology  is  as  great  as  th 
say  it  is,  why  limit  it  to  one  customer 
asks  an  executive  at  a  rival  maker. 

In  telecom,  acting  as  both  carri 
and  manufacturer  usually  makes  for ; 
unhappy  marriage;  it  is  why  AT&T  spi 
off  its  switchmaker  into  what  is  nc 
Lucent.  That  deal  was  wildly  successfi 
freeing  Lucent  to  sell  to  any  carrier  ai 
letting  AT&T  buy  switches  from  oth 
suppliers.  Stand-alone  telecom-ge 
makers,  especially  those  with  gre 
technology,  command  far  higher  vail 
tions  than  carriers. 

But  Terabeam  argues  its  equipme 
is  so  good  that  it  will  be  able  to  capti 
the  entire  fixed-wireless  market.  "\ 
will  have  nuclear  weapons,  and  evei 
one  else  will  only  have  conventioi 
weapons,"  gloats  Hesse. 

Standing  in  the  way  of  this  toweri 
ambition  are  a  bevy  of  hungry  riva 
from  startups  to  Lucent.  Moreov 
Teligent,  Winstar  and  other  fixed-wii 
less  carriers  currently  send  data  straig 
to  office  buildings,  using  far  cheap 
microwave  technology.  Whether  Tei 
beam  can  deliver  on  its  own  hype  v 
ultimately  depend  on  its  ability  to  pi 
duce  evidence  that  its  lasers  really 
work  magic.  There's  a  very  good  cha 
that  some  company  will  strike  it  rich] 
wireless  optics.  The  chance  that  it 
be  Terabeam?  Not  so  good. 


With  the  SAS'  Intelligent 

Warehousing  Solution 


Trim  costs. 


VI ow  down  barriers  to  timely  reporting. 


<\nd  still  keep  your  enterprise 
mtor  running  in  high  gear 


When  Briggs  &  Stratton  installed  SAP  AG's  R/3  for 
enterprise  resource  planning  (ERP),  it  said  goodbye 
to  most  of  its  legacy  systems.  Problem  is,  it  lost  a 
robust  way  to  generate  customized  reports.  That's 
when  the  world's  largest  manufacturer  of  air-cooled 
gasoline  engines  called  on  SAS  Institute. 

"SAS  Institute  stepped  up  to  the  plate  for  us.  SAS 
helped  us  craft  a  reporting  landscape  that  provides 
the  thousands  of  custom  reports  we  need  to  maintain 
our  competitive  advantage. " 

"The  SAS  Solution  is  simply  more 
accessible— and  far  less  costly — 
than  ERP  contract  resources. 
Deploying  a  world-class  operational 
system  in  conjunction  with  a  world- 
class  information  system  provides 
the  opportunity  to  exploit  each  at 
its  best." 

—Grant  Felsing 
project  manager  for  finance  and  controlling 
Briggs  &  Stratton 
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www.sas.com/trim      E-mail:  forbes@sas.com      919.677.8200 
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®  indicates  USA  registration  Other  brand  and  product  names  are  trademarks  of  their  respective  companies.  Copyright  ©  2000  by  SAS  Institute  Inc.  31869US.0100 


YOU'RE  NOT  THE  VALEDICTORIAN, 


Win  $150,000  in  Garage. conn's  Ultimate 
Student  Business  Plan  Competition  —  PLANedu. 

Got  a  great  business  idea?  We  want  to  hear  it.  Enter  your 
business  plan  in  Garage. corn's  PLANedu  competition.  Who's 
eligible?  Full-time  students  from  any  accredited  U.S.  college 
or  university.  The  top  five  business  plans  will  be  presented  to 
a  distinguished  panel  of  judges  at  our  final  event  in  Silicon  Valley 
in  May.  The  winning  team  walks  away  with  1 50  big  ones. 

For  complete  contest  details  and  to  enter,  check  ^^ 

us  out  at  http://www.garage.com/PLANedu        i . 
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BIOTECH 


Test-Tube  Sex 

The  scientists  at  Maxygen  mix  and 
match  bits  of  nature  to  improve  it. 


BY  ZINA  MOUKHEIBER 

FARMERS  DIDN'T  NEED  A  GENETICS 
degree  to  master  the  art  of  breed- 
ing. Take  a  cow  with  a  foul  tem- 
perament but  rich  in  milk,  and  breed  it 
with  a  placid  bull.  Over  time,  a  new 
generation  of  cows  will  recombine  the 
positive  and  negative  traits,  producing 
a  line  of  cows  that  are  milky  and  docile. 

What  took  nature  billions  of  years 
to  evolve  and  farmers  generations  to 
achieve,  is  taking  biotech  startup  Maxy- 
gen a  year  or  less.  It  breeds  genes,  but 
with  a  twist.  Instead  of  marrying  two 
parent  genes,  scientists  can  sexually  re- 
combine  up  to  26  parent  genes  in  vitro 
to  father  new  offspring.  The  ultimate 
goal  is  many  years  away:  new  gene 
combos  coded  to  manufacture  newfan- 
gled proteins  that  will  produce  better 
chemicals  and  new  drugs. 

Redwood  City,  Calif.-based  Maxy- 
gen has  an  impeccable  lineage  of  its 
own.  It  is  an  offspring  of  prolific 
biotech  entrepreneur  Alex  Zaffaroni 
(see  box,  p.  156).  The  initial  science 
dates  back  to  the  early  1990s,  when 
Dutch  molecular  biologist  Willem 
Stemmer  developed  Maxygen's  gene- 
shuttling  technology  while  at  Affymax, 
another  Zaffaroni  creation. 

Maxygen's  gene  tinkering  can  even 
reach  out  to  other  species,  "shuffling" 
genes  from  humans,  dogs  and  monkeys 
to  introduce  a  healthful  dose  of  diver- 
sin.  "In  nature,  you  have  sex  between 
members  of  the  same  species;  we  break 
species  barriers,"  says  Russell  Howard, 
Maxygen's  chief  executive. 

The  results  aren't  as  macabre  as 
they  sound;  any  cross-species  genetic 
matchups  would  most  likely  be  used  to 
jazz  up  industrial  chemicals  rather  than 
serve  any  human  medical  purpose.  The 
method  works  because  a  dog  gene,  say, 
differs  onlj  slightly  from  a  human  gene. 


Maxygen's  objective  is 
to  reinforce  the  good 
traits  and  weed  out 
the  bad  to  improve  on 
drugs  such  as  insulin, 
growth  hormones 
and  alpha  interferons. 

Alpha  interferons 
are  natural  proteins 
produced  by  white 
blood  cells  and  are 
used  to  treat  both  the 
skin  cancer  Kaposi's 
sarcoma  and  hairy- 
cell  leukemia.  Their 
major  drawback,  however,  is  that  they 
cause  debilitating  side  effects  such  as 
nausea,  fever  and  pain  in  the  joints. 

In  1998  Maxygen  scientist  Phillip 
Patten  cloned  more  than  20  human 
genes  involved  in  making  interferon, 
then  cleaved  the  double  strands  of  DNA 
at  random  by  heating  them  up  in  a 
tube.  When  cooled,  the  bits  of  DNA  re- 


Evolution 
at  the 
Speed 
of  Light 

STEP  1:  Start 
with  a  group  of 
related  genes. 

STEP  2:  Chop  the 
genes  randomly 
into  pieces,  then 
reassemble 
gene  bits  into 
matching 
fragments. 

STEP  3:  Screen 
against  target 
such  as 
cancerous  cells. 

STEP  4:  Repeat 
until  supergenes 
emerge. 
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assembled  with  matching  fragmen 
After  a  year  painstakingly  screening  thi 
new  generations  against  cancero 
mouse  cells  in  vitro,  he  ended  up  with 
family  of  ten  new  interferon  genes  thi 
packed  a  cancer-killing  punch  whil 
potentially  lowering  toxic  side  effects, 

Still,  the  improved  version  hasri 
begun  the  years  of  rigorous  clinical  tes 
ing  needed  to  turn  it  into  a  workin 
therapy.  "We  don't  know  how  th 
human  immune  system  is  going  to  r 
spond.  We're  doing  something  that  n 
ture  decided  not  to  do,"  says  R.  Ju 
Samulski,  director  of  gene  therapy 
the   University  of  North   Caroli 
School  of  Medicine. 

One  Maxygen  drug  could  begi 
early  human  trials  next  year.  To  fun 
that  costly  effort,  the  firm  will  need  tj 
partner  with  a  major  pharmaceuti 
firm;  the  same  goes  for  a  rival,  Diver 

Both  say  they  expect  to  sign  o 
partners  this  year.  For  now,  Maxygi 
collaborates  with  six  drug  and  chemi 
companies  to  apply  its  gene-shuffii 
technology  to  industry  and  agricultun 
It  is  helping  Novo  Nordisk,  the  biggi 
supplier  of  industrial  enzymes,  to 
prove  subtilisin,  used  as  a  stain  bust 
in  laundry  detergents.  DSM,  the  large 
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Call  1-800-OK-CANON,  or 

visit  us  at  www.imagerunner.com 


imageRUNNER 

finishes  documents  others 

can't  even  start. 


Imagine  creating  200-page,  three-hole-punch  documents  right  from  your  desktop. 


The  Canon  imageRUNNER  600  Digital  Production  System  lets  you  do  just  that,     saddle  Stitch 
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maker  of  antibiotics,  wants  a  better  cat- 
alytic process  to  help  it  get  penicillin  to 
market  faster. 

Until  Maxygen  came  along,  scien- 
tists bent  on  improving  gene  function 
had  traditionally  relied  on  so-called  ra- 
tional drug  design  or  random  muta- 
genesis. Those  methods  involved  know- 
ingly tinkering  with  the  molecular 
structure  of  a  protein  or  altering  DNA  at 
certain  points.  The  simple  process  often 


took  up  to  ten  years  to  get  the  desired 
effect  from  a  gene. 

Stemmer  stepped  up  Darwinian 
evolution  in  the  lab.  The  process  is  not 
unlike  genetic  algorithms,  the  com- 
puter simulations  that  sift  through 
every  possible  DNA  combination  to 
produce  optimal  results. 

With  Zaffaroni's  help,  Stemmer  and 
Russell  Howard,  then  president  of  Affy- 
max,  formed  Maxygen  in  1997.  The 


company  went  public  late  last  year,  thei 
took  advantage  of  a  hot  biotech  marke 
to  sell  more  stock  in  March.  It  ha 
raised  a  total  of  $300  million  so  far. 

Its  shares  traded  recently  at  $64 
valuing  Maxygen  at  $2  billion.  That's  i 
staggering  143  times  total  revenue  (an< 
more  than  one-third  of  revenue  come 
from  federal  grants).  No  matter  wha 
the  science  is,  Alex  Zaffaroni's  nam 
means  magic  on  Wall  Street. 


The  Maestro 


p 


IF  THERE'S  A  JIM  CLARK  IN  THE  BIOTECH 
world  it  is  Alex  Zaffaroni.  A  serial  en- 
trepreneur, he  has  fathered  more  than 
half  a  dozen  companies,  driving  his  net 
worth  to  an  estimated  $300  million 
along  the  way.  It  may  not  be  Jim  Clark- 
rich  but,  by  biotech  standards,  it  is  an 
admirable  feat. 

At  77,  the  Uruguay-born  biochemist 
still  gets  up  daily  at  4  a.m.,  often  begin- 
ning his  day  by  combing  Nature  and  Sci- 
ence for  ideas.  In  patriarchal  fashion,  he 
periodically  holds  court  with  a  coterie  of 
scientist  pals  in  his  vast,  book-lined  of- 
fice at  Palo  Alto,  Calif.-based  Alza,  one  of 
his  early  creations.  His  entourage  includes  Nobel  laureates  such 
as  biochemists  Paul  Berg  and  Arthur  Kornberg,  and  geneticist 
Joshua  Lederberg.  "From  time  to  time,  a  spark  comes  up.  I  start  to 
analyze  that  spark,"  he  says  in  his  Spanish-tinged  accent. 

The  Zaffaroni  business  model  is  simple:  Spread  risk  around 
by  never  relying  on  one  compound;  avoid  venture  capitalists  if 
you  can.  "They  want  the  technology  to  be  well-defined  and  well- 
contained.  But  you  have  to  be  flexible,"  he  says. 


^ 


Idea  man  Zaffaroni:  "From  time  to  time  a  spark  comes  up.  I  start  to  analyze  that  spark." 

Stanford,  among  others.  They  recruited  a  few  of  their  top  st 
dents  to  help  develop  the  technology.  Affymax,  which  mixes  an| 
matches  compounds  at  high  speed,  was  born. 

The  technology  turned  out  to  be  immensely  versatile  an 
gave  birth  to  three  other  companies:  Affymetrix,  with  its  DNA  o 
a  chip;  Symyx,  which  applies  high-speed  technology  to  materi 
science;  and  Maxygen. 

Zaffaroni  typically  sprinkles  his  startups  with  old  loyalist: 
Steven  Goldby,  once  president  of  Alza  Pharmaceuticals  and  D; 


The  odds  of  going  bust  for  a  startup  are  too  great,  so  Zaffaroni 
instead  looks  for  a  technology  platform.  He  applied  this  principle    napol,  is  now  chief  executive  of  Symyx.  Gordon  Ringold,  who  r; 
in  forming  Alza  in  1968,  developing  controlled-release  technology    Affymax,  is  now  chief  executive  of  SurroMed. 
to  improve  existing  drugs,  such  as  Pfizer  s  angina  drug,  Procardia.  He  also  reaches  out  to  new  talent.  He  made  30-year-old  I 

Goldwasser  president  i 

HIS  MODEL:  SPREAD  THE  RISK.  AVOID  VENTURE  CAPITAL.      .„ ..   „  ,998  an, 

plucked  Martin  Gersti 
right  out  of  Stanford  to  run  Alza  in  1968.  "He  likes  to  take  you 
people  and  mold  them,"  says  Gerstel 

Zaffaroni  has  had  one  notable  flop.  In  1972  he  formed  Dj 
napol  to  create  better  food  additives.  But  Dekalb  AgResearc 
later  pulled  the  plug  on  it  after  gaining  financial  control.  Whe 
Glaxo  bought  Affymax  in  1995,  Zaffaroni  flew  to  London  and  er1 
sured  that  Glaxo  cede  control  of  Affymax's  fledgling  Affymetri 
unit.  "It  was  important  for  him  to  foster  an  entrepreneurial  spirit 
says  Steve  Fodor,  Affymetrix's  chief  executive. 


In  1989  Zaffaroni  pooled  some  of  the  best  scientific  minds  to 
brainstorm  an  idea  that  had  been  germinating  in  his  mind.  How 
can  drug  companies  accelerate  the  process  for  generating  new 
compounds?  Traditionally,  scientists  formed  molecules  and 
tested  them  one  at  a  time  in  mice  to  look  for  reactions.  Zaffaroni 
proposed  cloning  receptors  and  using  them  as  targets  to  identify 
millions  of  compounds  at  once. 

He  called  on  Avram  Goldstein,  a  pharmacology  professor  at 
Stanford  University,  and  Carl  Djerassi,  a  chemistry  professor  at 
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Narcware 


CORPORATIONS  HIRE  PEOPLE  FOR  SPECIFIC  PUR- 
poses.  Very  few  jobs  entail  surfing  the  Web  all  day. 
But  statistics  show  that  corporate  employees  spend 
too  much  time  surfing  the  Web  or  goofing  off  with 
their  computer  on  company  time. 

More  so  at  work  than  at  home,  in  fact.  One  rationale  for 
this  is  that  the  high-speed  access  people  get  at  work  is  more  sat- 
isfying and  more  efficient.  But  do  companies  have  to  spy  on 
employees  to  get  them  to  stop?  Apparently  they  do,  sorry  to 
say.  Welcome  to  the  world  of  Internet  Usage  Management. 

One  of  the  leaders  in  this  business  is  Atlanta-based  Tele- 
mate.net  (www.telemate.net),  which  once  specialized  in  call 
monitoring.  Telemate.net  sells  a  complete  monitoring  system, 
called  Netspective,  for  companies  to  accurately  track  Internet 
usage  patterns  and  discover  who  is  hogging  bandwidth  and/or 
spending  too  much  time  goofing  off  on  the  job. 

Other  companies  supply  similar  software  that  runs  at  the 
corporate  gateway  to  the  Net  and  on  the  main  network  server. 
The  software  tallies  all  the  Web  sites  employees  visit  and  looks 
for  usage  patterns,  such  as  multiple  clicks  within  one  site,  that 
would  indicate  that  an  employee  is  loitering  in  one  place.  Look 
for  True  Vector  from  Zone  Labs  (www.zonelabs.com),  products 
from  Checkpoint  (www.checkpoint.com),  WorldSecure  from 
Tumbleweed  Communications  (www.posta.com)  and  Melia 
from  Microdata  (www.microdata.com). 

Companies  that  have  installed  these  systems  have  found 
their  need  for  bandwidth  upgrades  eliminated  once  the  em- 
ployees were  told  that  their  Net  usage  would  be  monitored. 
Suddenly,  wasted  usage  stops.  That  alone  pays  for  the  systems. 

For  employers,  asking  employees  to  sign  a  written  agree- 
ment is  a  wise  prelude  to  active  monitoring.  Though  not 
mandatory  to  run  any  of  this  software,  an  agreement  would 
amount  to  a  contract  between  the  employee  and  the  employer. 
In  it  the  employee  agrees  not  to  abuse  his  or  her  Internet  priv- 
ileges and  sets  up  parameters  for  Net  usage.  An  excellent  ex- 
ample of  such  a  contract  can  be  found  at  www.elronsoft- 
ware.com/template.html. 

While  privacy  issues  crop  up,  they  tend  to  fall  on  deaf  ears, 
since  corporations  are  trying  to  get  the  most  out  of  a  stretched- 
thin  labor  force.  Nobody  is  monitoring  content,  just  activ- 
ity— or  so  they  say.  A  product  called  Cameo,  from  Microdata, 
actively  monitors  all  e-mail  content.  Investigator  from  Win- 
WhatWhere.com  monitors  employee  keystrokes.  I'm  not  sure 
snooping  that  deeply  into  the  system  is  beneficial  to  morale, 
since  it  can  be  seen  as  sinister  and  something  akin  to  stalking. 
!  wouldn't  recommend  it. 

So  what  are  the  problems  with  Internet  use  within  a  com- 
pany? According  to  Richard  Mauro,  chief  executive  at  Tele- 
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mate,  there  are  isolated  in< 
dents  where  employees  ha 
been  caught  collecting  pornc 
raphy  or  spending  too  mu 
time  on  offshore-gamblii 
Web  sites.  But  these  are  ra 
compared  with  the  prima 
workplace  misuses:  day  tra 
ing  or  shopping  online.  A 
of  people  have  tickers  runni 
across  their  screens  all  day  < 
will  constantly  adjust  th< 
portfolio.  Some  people  p 
more  attention  to  this  than 
what  they  are  paid  to  do. 

The  need  for  general  mo 
itoring  is  also  necessitated 
hacker  break-ins  such  as 
denial-of-service  attacks  tl 
recendy  affected  the  likes  of 
Trade,  Yahoo  and  ZDN 
Many  employees  are  not  sav 
enough  to  recognize  when 
Trojan  horse  has  been  plant 
in  their  system.  Monitori 
software  can  help  track  dov 
such  invasions.  Trojan  horses  are  typically  programs  that  tu 
over  control  of  your  machine  to  a  remote  computer.  The 
mote  computer  can  then  spy  on  your  company  or  instn 
your  computer  to  perform  some  onerous  function  such 
harassing  an  e-commerce  site. 

Telemate's  software  will  even  look  for  so-called  rog 
modems  that  many  employees  hook  to  their  computer 
hopes  of  bypassing  the  company  snoops. 

While  a  lot  of  us  have  mixed  feelings  about  any  sort 
monitoring  of  employees,  smart  firms  will  do  it  in  ways  tl 
are  inoffensive  to  employees.  Employees,  in  general,  do  a  mo 
est  amount  of  goofing  off  or  personal  business  at  work.  Mi 
companies  have  liberal  rules  regarding  use  of  the  office  ca 
nection  during  lunchtime  or  after  work  as  long  as  it  doesn't  s 
verely  affect  bandwidth  needs.  That  is  usually  factored  ill 
the  business  model.  What  has  made  this  sort  of  monitori) 
necessary  is  the  addictive  nature  of  the  Web.  I'd  take  a  go< 
look  at  these  products,  and  make  sure  you  tell  employees  th 
you're  implementing  such  a  system. 


Suddenly,  wasted 
usage  stops  once 
employees  hear 
that  their  Net  usage 
will  be  monitored. 
That  alone  pays 
for  the  systems. 


ca 


John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin 
a  daily  TV  show  on  ZDTV.  Visit  him  at 
www.forbes.  com/dvorak. 
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Digital  Tools  By  Stephen  Manes 


Rough  Justice  for  Microsoft 


JUDGE  THOMAS  PENFIELD  JACKSON  HAS  DECREED 
what  everybody  on  the  planet  outside  a  few  bucolic 
acres  in  Redmond,  Wash,  already  understood:  Mi- 
crosoft is  a  monopoly,  and  a  nasty  one  at  that.  Now  comes 
the  hard  part:  what  to  do  about  it. 

Proposed  remedies  have  included  smashing  the  com- 
pany into  ones  and  zeroes  and  spanking  Bill  Gates  on  all 
prime-time  television  except  for  MSNBC.  I  wouldn't  go  quite 
that  far.  In  fact,  I  have  come  up  with  a  better  solution,  which 
I  hereby  submit  as  an  amicus  curiae. 

The  essence  is  a  reparations  plan  designed  to  assist  long- 
suffering  consumers  and  make  a  dent  in  Microsoft's  $18  bil- 
lion bank  account.  And  since  Gates  has  grandly  anointed 
himself  "chief  software  architect,"  the  remedy  would  allow 
his  future  actions  to  direcdy  influence  how  severe  the  pun- 
ishment will  be.  Herewith,  my  proposed  ten-point  Judg- 
ment Undercutting  Monopoly  Practices,  or  Jump: 

1.  An  escrow  account  shall  be  established  for  each  registered 
Microsoft  user.  Amounts  credited  may  be  used  for  any  pur- 
pose except  purchase  of  Microsoft  products. 

2.  Whereas  Microsoft  currently  charges  $35  for  support  calls 
regarding  software  (including  Windows)  preinstalled  by 
manufacturers,  henceforth  any  defect  requiring  support 
shall  generate  a  credit  of  $70,  plus  an  amount  equal  to  any 
long-distance  tolls  charged  to  the  caller. 

3.  Error  messages  such  as,  but  not  limited  to,  "The  selected 
messages  could  not  be  deleted.  There  is  not  enough  disk 
space,"  (Outlook  Express)  shall  be  deemed  incomprehensi- 
ble and  generate  a  credit  of  $1  per  occurrence,  or  $2  if  the 
user  is  forced  to  click  "OK."  Any  such  message  seen  by 
more  than  1  million  people  shall  be  retroactively  subject 
to  trebled  rales. 

4.  A  credit  of  $1  shall  be  assessed  for  every  minute 
beyond  three  per  day  wasted  waiting  for  a  Win- 
dows machine  to:  a)  boot  up;  b)  shut  down; 
c)  enter  sleep  mode;  d)  awaken.  A  further  credit  of 
$5  shall  be  assessed  when  such  machine  fails  to  do 
any  ol  the  above  upon  request. 

5.  A  credit  of  $1  shall  be  assessed  for  each  an 
noying  icon  thai  appears  on  the  screen  at 
startup  without  asking.  A  further  credit  of 
si  shall  be  assessed  for  every  undesired 
on-screen  appearance  of  cartoon  charac- 
ters, including,  but  not  limited  to,  paper 
clips,  hyperactive  dogs  and  Steve  Ballmer. 

6.  Whereas  upgrades  are  often  required  to 
repair  suit  ware  defects,  a  rebate  for  such 
upgrades  shall  henceforth  be  credited  as 


follows:  $1  for  each  bug  tr 
should  have  been  eliminat 
from  the  older  version,  less 
cents  for  each  "great  new  ft 
ture"  the  user  actually  us 
voluntarily. 

7.  Should  Microsoft  make  a 
personal  information  abo 
any  registered  user  availat 
to  any  third  party,  the  us 
shall  be  credited  with  $1  m 
lion  per  incident  and  h 
crosoft's  top  ten  executiv 
shall  be  denied  access  to 
mail  for  a  period  not  to  e 
ceed  one  year.  Sorry,  Bill:  j 
cheating  with  WebTV. 

8.  An  Educational  Escrow  Fu 
shall  be  established  for  t 
purpose  of  training  users 
understand  the  perversities 
Microsoft  products.  Credit 
to  this  fund  shall  be:  a)  all  N 
crosoft  Press  profits  fro 

manuals  that  should  have  been  supplied  with  products; 
$10  million  for  each  security  flaw  revealed  in  Micros( 
products  such  as  operating  systems  and  browsers;  c)  $1  ea 
time  Microsoft  publicly  uses  the  word  "innovation"  oi 
customer  sees  it  while  searching  for  useful  information 
Microsoft's  Web  site;  d)  $1,000  for  each  Microsoft  assertii 
that  it  has  merely  "extended"  a  standard  that  it  has  deviou 
changed  for  proprietary  advantage,  such  as  Java. 

9.  In  furtherance  of  this  Plan,  Microsoft  shall  index  prk 

of  its  products  and  services  to  the  price  of  a  500-meg 

hertz  microprocessor. 

10.  Enforcement  and  escrow  systems  shall  ei 

ploy  Oracle  software  and  Sun  Microsystei 

hardware.  A  service  charge  of  one  cent  p 

transaction  shall  be  divided  between  Lar 

Ellison  and  Scott  McNealy. 

Result?  For  once,  Microsoft  might  cor 
pete  on  quality  and  fair  dealing.  If  so,  co 
sumers  would  Jump  for  joy. 


This  reparations 
plan  will  make  a 
dent  in  Microsoft's 
bank  account-and 
help  long-suffering 
consumers. 


□  Stephen  Manes 
(steve@cranky.com)  is  the  coh 
o/Digital  Duo,  a  weekly  pubh 
television  series.  Visit  his  forum  at  our  M 
site,  www.forhes.com/manes. 
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all  for  a  flat  monthly  fee.  So  if  you 
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information,  call  1-800-874-6918 


or  visit  www.usi.net/responsibility. 
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Auf  Wiedersehen 
to  Germany  Inc. 

Dramatic  tax  cuts  will  unwind  its  corporate  combines.  How  to  play  this  huge  change? 
Hanspeter  Ackermann  of  Deutsche  Bank  says  buy  the  parents,  sell  the  children. 


BY  PAUL  KLEBNIKOV 

HAS  ANYBODY  NOTICED  WHAT'S 
happening  to  the  world's 
third  largest  economy?  Ger- 
many is  undergoing  the 
biggest  change  in  its  corpo- 
rate structure  since  World  War  II.  Tax 
cuts  are  treeing  up  private  capital  and 
allowing  companies  to  dismantle  their 
cross-shareholdings.  Goodbye,  Ger- 
many Inc. — the  web  of  interlocking 
ownership  stakes  that  kept  big  business 
impervious  to  raiders. 

At  the  heart  of  this  is  Chancellor 
Gerhard  Schroder's  plan  to  eliminate 
the  50%  capital-gains  tax  on  corporate 
shareholdings.  Big  banks  and  insurers, 
now  holding  positions  in  myriad  com- 
panies, c.\n  then  unload  their  huge  eq- 
uity positions  tax-free. 

There's  more  in  this  for  sharehold- 
ers. Schroder  aims  to  cut  corporate  in- 
come taxes  almost  in  half,  to  25%.  Less 
tax  paid  means  latter  earnings.  That 
means  German  stocks,  now  trading  at 
fairly  high  multiples  of  past  earnings, 
aren't  so  expensive  after  all.  Also  beef- 
ing up  the  bottom  line:  the  end  of  Ger- 
main's infamous  tangle  of  tax  shelters, 
which  permit  companies  to  hide  their 
profit  from  the  tax  collector  as  long  as 
they  hide  it  from  the  shareholders,  too. 
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Schroder's  program  is  likely  to  pass 
Parliament  later  this  year  and  take  effect 
in  2001. 

In  Germany,  merger  talk  is  rife. 
Mannesmann's  recent  acquisition  by 
Britain's  Vodafone  AirTouch — Ger- 
many's first  big  hostile  takeover — is  a 

Buv the  Parents... 

While  the  financial  companies  will 
clearly  benefit  from  unloading  their 
industrial  equities  tax-free,  the  fate  of 
their  holdings  is  less  certain. 


Company 


Value  of  holdings' 
($bil) 


Allianz 


$44 


Munich  Re 

25 

Deutsche  Bank 

22 

Drcsdncr  Bank 

16 

HypoVereinsbank 

13 

Commerzbank 


...but  not  the  Children 


Company/industry 


%  equity 

held  by  financial 

holding  companies 


Linde/cngincermg 

31.3% 

Heidelberger  Zemeit/construction 

30.9 

Continental/auto  parts 

179 

DaimlerChrysler/autos 

13  1 

BASF/pharmaceuticals 

10.4 

Schering/pharmaceuticals 


10.1 


1  As  of  12/31/99.  Source.  Deutsche  Bank  Securities  Inc. 


harbinger.  Expect  a  spate  of  frienc 

deals.  Reforms  put  in  place  und 

Schroder's  predecessor,  Helmut  Ko 

have  created  incentives  for  owners 

privately  held  companies  and  exec 

tives  at  public  ones  to  sell.  In  1998  stc 

options  were  permitted  and  the  wea 

tax  eliminated.  (Wealthy  Germans  h 

to  pay  a  1%  levy  on  their  assets.) 

Until  recently  there  has  been  lit 

reason  to  invest  in  Germany's  ci 

stock  market,  which  has  underp< 

formed  many  European  bourses  i 

years,  to  say  nothing  of   Ackermann 

the  U.S.  markets.  That's    sees  a  vibr 

.  .  ii        tomorrow  f 

changing,  too,  with  the    ,ong.stodffl 

advent  of  a  new  elec-    German 

tronic  stock  market  for    stocks. 

small  companies  and  tech  startu 

called  the  Neuer  Markt.  As  Europe's  I 

swer  to  Nasdaq,  it  has  in  just  three  y© 

zoomed  to  a  $160  billion  market  ca 

talization,  with  a  compound  anni 

gain  of  135%. 

"After  so  many  years,  when  tl 

change  was  deferred  and  deferr 

again,  it  is  finally  happening,"  exu 

Hanspeter  Ackermann,  president 

Deutsche  Bank  Investment  Manaj 

ment.  A  43-year-old  Swiss  nation 

Ackermann  manages  the  $240  millij 

Germany  Fund  and  the  $490  millij 


"AFTER  SO 
MANY  YEARS, 
WHEN  THIS 
CHANGE  WAS 
DEFERRED 
AND  DEFERRED 
AGAIN,  IT  IS 
FINALLY 
HAPPENING.! 
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New  Germany  Fund,  which  covers 
smaller  companies. 

These  closed-end  funds,  both  trad- 
ing on  the  New  York  Stock  Exchange, 
have  performed  well  as  German  stocks 
have  begun  stirring  to  life.  As  of  Mar. 
31,  the  Germany  Fund  posted  a  21% 
annualized  total  return  on  its  portfo- 
lio over  three  years  and  the  New  Ger- 
many Fund  15%.  (As  discounts 
shrank,  the  funds'  share  prices  did 
even  better.) 

How  should  an  investor  play  the 
German  tax  reform?  Ackermann's  strat- 
egy is:  Buy  the  parents,  not  the  children. 
The  financial  holding  companies,  like 
Allianz  or  Deutsche  Bank,  are  almost 
certain  to  gain  from  the  proposed  tax 
laws,  since  they  will  be  able  to  book  huge 

Hidden  Value 


does  not  have  the  big  industrial  hold- 
ings that  Deutsche  Bank  has,  Acker- 
mann  likes  it  as  a  takeover  or  merger 
candidate,  now  that  the  banking  in- 
dustry is  in  motion.  HypoVereinsbank 
has  been  a  dog  recently,  crippled  by 
management  turmoil  and  bad  real  es- 
tate loans,  yet  Ackermann  thinks  tax 
reform  gives  it  another  chance. 

He  is  also  hot  on  Dresdner  Bank, 
which  in  early  April  called  off  a  merger 
with  Deutsche,  but  remains  attractive 
both  for  its  shareholdings  and  as  a 
takeover  candidate. 

Why  stay  away  from  shares  of 
companies  partly  owned  by  Deutsche 
Bank  and  others?  The  reason  to  sell 
children,  like  DaimlerChrysler  or  Hei- 
delberger  Zement,  is  that  their  fate  is 


Sure  Ackermann's  prime  financial  stocks  look 
passes,  they  will  see  higher  book  value  (when 
carried  at  cost)  and  fatter  net  margins.  Down 
eliminated  and  companies  to  be  restructured, 


expensive,  but  if  the  tax  reform 
they  sell  equity  holdings  currently 
the  road,  look  for  tax  shelters  to  be 
further  improving  profits. 


Company/industry 

Recent 
price 

P/E 

2000 

P/E  adjusted 

for  income 

tax  reduction 

Price/ 
book 
value 

P/BV  adjusted 
for  capital  gains 
tax  exemption1 

Allianz/insurance 

$392 

42 

30 

2.7 

2.1 

Munich  Re/insurance 

320 

74 

47 

2.6 

1.9 

Commerzbank/banking 

40 

17 

14 

2.0 

1.9 

Bayerische  Hypo/banking 

66 

23 

15 

2.0 

1.8 

1  Assuming  all  cross-shareholdings  are  sold. 
Source:  Deutsche  Bank  Securities,  Inc 

tax-free  capital  gains  on  stock  portfolios 
that  hitherto  have  been  dormant  and 
carried  on  the  books  at  cost. 

Among  the  27  large-cap  stocks 
owned  by  the  Germany  Fund,  Acker- 
mann particularly  likes  the  two  richest 
parents:  insurance  companies  Allianz 
and  Munich  Re. 

Allianz,  for  instance,  could  see  a 
40%  rise  in  net  earnings  if  the  tax  plan 
goes  through,  Ackermann  estimates. 
That  would  put  2001  share  net  in  the 
vicinity  of  $13.50,  and  the  stock  trades 
at  only  29  times  this  sum,  or  $389.  The 
book  value  will  look  better,  too,  if  Al- 
lianz  liquidates  its  $42  billion  stock 
portfolio. 

Ackermann  cannot  invest  in  his 
own  employer,  Deutsche  Bank,  but  he 
does  recommend  the  other  three  big 
German  banks.  While  Gommerzbank 


less  certain.  Though  they  have  allur- 
ingly low  P/Es,  the  ratios  might  just  fall 
still  lower  as  shares  are  dumped  on  the 
market. 

Longer  term,  both  parents  and  chil- 
dren are  likely  to  benefit  from  the  lower 
taxes  and  the  demise  of  cross-share- 
holding. The  big  companies  will 
streamline  their  operations,  focus  on 
their  core  businesses  and  pay  more  at- 
tention to  shareholder  value.  Look  for  a 
wave  of  mergers,  acquisitions,  spinoffs 
and  initial  public  offerings  as  the  big 
companies  begin  their  long-overdue  re- 
structuring. 

Many  small  German  companies  al- 
ready are  nimble  competitors,  espe- 
cially in  the  services  and  tech  sectors, 
lust  as  with  Nasdaq,  however,  a  lot  of 
these  outfits  aren't  cheap. 

"Can  you  find  cheaper  companies 


than  you  could  on  Nasdaq?  No,"  si 
Ackermann,  whose  New  Germa 
Fund  holds  32  small-cap  stocks.  "B 
you  can  find  interesting  compan; 
with  an  interesting  business  plan." 

Among  Ackermann's  favorites 
Fresenius,  a  maker  of  blood  filters  a 
dialysis  machines,  which  happens 
trade  at  a  relatively  (for  this  bunc 
reasonable  29  times  earnings.  Oth 
picks:  Qiagen,  a  genomics  outfit  tl 
sells  patented  drugs  to  purify  and  se 
arate  DNA,  and  SCM  Microsysten 
maker  of  computer  security  softwj 
and  hardware,  whose  earnings  are  pi 
jected  to  grow  57%  next  year.  Mob 
com,  one  of  Germany's  top  cellu 
companies,  recently  convinced  Frar 
Telecom  to  purchase  a  30%  stake; 
added  capital  allows  it  to  bid  on  t 
forthcoming  WAP  licenses  (high-spe 
Internet  access  via  cell  phones).  Ack< 
mann  also  likes  EM. TV  &  Mercha 
dising,  a  fast-growing  media  compa 
that  is  Europe's  leading  purveyor 
cartoons;  it  recently  bought  the  wor 
wide  rights  to  the  Muppets  and  a  5( 
share  of  Formula  1  Racing;  it  sells  a 
P/E  of  98,  but  its  earnings  are  project 
to  grow  68%  next  year  (even  withe 
the  tax  reform). 

If  the  Neuer  Markt's  Nasdaq-li 
multiples  don't  make  sense  to  you,  G< 
many  can  offer  some  good  old-fas 
ioned  value  plays.  The  place  to  look 
the  MDax.  While  the  top  30  compan 
on  the  Frankfurt  exchange  make  up  t 
Dax-30  index,  the  next  70  biggest  coi 
panies  make  up  the  MDax.  Long  r 
glected,  the  MDax  contains  some 
those  superb  German  engineeri 
companies — like  Jungheinrich,  KSB  a 
Krones — selling  at  seven  to  ten  til 
earnings. 

A  mere  44  German  companies  ha 
American  Depositary  Receipts  ava 
able,  but  brokers  like  Charles  Schvv 
and  Merrill  Lynch  can  get  their  har 
on  even  the  obscure  Neuer  Mai 
stocks.  Then  there  are  Ackermann's  n 
funds.  Germany  Fund  runs  up  a  1. 
expense  ratio  and  is  available  at  an  8 
discount  to  its  net  asset  value.  New  (j 
many's  expenses  are  1.1%,  and  its  d 
count  is  22%. 
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can  appreciate  life's  TRUE  WEALTH.  Van  Kampen  Funds      W  A    M    |(A   K/l   P  F   N 

lrly  four  generations  of  monej  management  experience.  Because  enjoying  life  is  what  life  FUNDS 

}  all  about.  Call  jour  financial  advisor  or  1-  800-231-2808.  www.vankampen.com       Generations  of  Experience 

)spectus  containing  more  complete  information,  including  a  discussion  of  risk  considerations,  charges  and  expenses  for  any  Van  Kampen  investment  product, 
our  financial  advisor.  Please  read  the  prospectus  carefully  before  investing  or  sending  money.  Distributed  by  Von  Kampen  Funds  Inc.  t2000  Van  Kampen  Funds  Inc. 
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aman  with  his 
shaman:  Weisel 
wants  to  work  magic 
for  his  tech  upstarts. 


MoffEY     MANAGER 


he  Internet  Mystic 

Thomas  Weisel's  vision  of  the  future  has  big  techs  gobbling  up 
small  techs.  That  points  to  the  next  wave  of  gains  in  the  sector. 


BY  CHRISTOPHER  HELMAN 

THE  WOODEN  STATUE  STANDS  N 1 A I  - 
estically  in  the  37th-floor  recep- 
tion area  of  Thomas  Weisel  Part- 
ners San  Francisco  headquarters.  It's  a 
shaman,  carved  by  craftsmen  of  the 
I  [aida  tribe,  from  the  Queen  Charlotte 
Islands  jusl  soutji  of  Alaska. 

"The  shaman  is  a  mystical,  omnipo- 
tent medicine  man.  He  knows  all  .\nd 
does  all,"  says  Weisel.  When  young  In- 
ternet entrepreneurs  \  is.it  in  search  ol 
financing,  Weisel  wants  the  shaman  fig 


lire  to  give  them  "a  spiritual  experi- 
ence." He  goes  on,  "They  might  not 
know  what  the  statue  is,  but  it's  going 
to  oversee  the  process  for  them." 

Why  not  add  a  bit  of  mysticism  to 
the  dry  business  of  spreadsheets  and 
business  plans?  Thorn  Weisel  has  done 
enough  rainmaking  in  the  technology 
sector  over  the  past  three  decades  to 
play  the  role  of  shaman  himself  if  he 
wants.  He  helped  found  his  beloved 
Montgomery  Securities  in  1971  and,  in 
what  he  now  calls  a  big  mistake,  sold  it 


■ 
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to  NationsBank  (now  Bank  of  Am 
ica)  in  1997  and  stayed  as  chief.  Afte 
miserable  year  of  turf  fights,  he  q 
and  set  up  his  new  investment  bo 
tique.  "At  NationsBank,  in  effect, 
were  taking  the  entrepreneurial  spi 
away,"  says  Weisel,  59,  who  likes  to  br 
that  Montgomery  never  had  a  losii 
quarter,  regardless  of  the  economy. 

A  fiercely  competitive  taskmast 
who's  a  champion  senior-class  bicyd 
and  skier,  he's  off  to  a  promising  sfc 
with  his  new  operation.  Weisel's  fir 


"As  companies  find  the 

■net  profoundly  affecting 

e  way  they  do  business, 

ey  must  take  the  time  to 

develop  a  long-term 

strategy  that  a  highly 

ualified  leader  and  team 

can  execute." 

MARK  MOORADIAN 

Senior  Analyst.  MindShare 


LEADERS. 

STRATEGY. 

VISION. 

Now  in  its  second  year,  MindShare:  The  Jupiter  Executive  Forum  brings 
together  online  and  offline  leaders  from  a  variety  of  industries  for  three  informal 
days  of  learning,  sharing,  networking  and  relaxing.  MindShare  sessions  combine 
presentations  from  industry  luminaries  and  Jupiter  analysts  with  thought-provoking 
roundtable  discussions  and  interactive  breakout  sessions  to  help  inspire  new 
ideas,  new  partnerships,  and  new  ways  for  you  to  think  about  the  Internet,  the 
future,  and  your  business. 

Because  interaction  between  delegates  is  a  critical  element  of  the  MindShare 
experience,  there  are  plenty  of  social  functions,  informal  networking  opportunities 
and  just  plain  down  time.  Our  goal  is  to  provide  an  environment  that  is  both 
stimulating  and  relaxing  -  the  perfect  mindset  to  inspire  a  clearer  vision  regarding 
the  future  of  your  company. 

Featured  speakers  include: 

Richard  Goldstein,  President  &  CEO,  Unilever 

Chris  Kitze,  CEO,  NBCi 

Charles  Conn,  CEO,  Ticketmaster  Online-CitySearch,  Inc. 

Peter  Neupert,  CEO,  Drugstore.com 

Kevin  Clark,  CEO,  Screaming  Media 

David  Cole.  SVP,  Consumer  Services  Division,  Consumer  Group,  Microsoft  Corporation 

Gene  DeRose,  Chairman  &  CEO,  Jupiter  Communications 

Mark  Mooradian,  VP  &  Senior  Analyst,  MindShare.  Jupiter  Communications 

Meredith  Medland,  Analyst,  MindShare,  Jupiter  Communications 

JUNE  4-7  •  NAPA  VALLEY 

SILVERADO  RESORT  &  COUNTRY  CLUB 

mindshare 


•  •••!!  THE  JUPITER  EXECUTIVE  FORUM 

Attendance  at  this  exclusive  event  is  by  invitation  only. 

To  request  an  invitation,  please  contact  Tara  Donnelly, 
at:  800.224.6054,  or  e-mail  tara.donnelly@jup.com, 
or  visit  our  Web  site  at  jup.com/events/mindshare 

For  exclusive  sponsorships,  contact  Faine  Speyer, 
at:  917.534.6118,  ore-mailfaine@jup.com 
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helped  oversee  79  stock  underwritings 
and  14  merger- and-acquisitions  deals 
last  year.  The  highlight  was  managing 
Yahoo's  $4.6  billion  takeover  of  Web 
site  community  Geocities.  And  thus  far 
in  2000  it  has  been  advising  on  20  an- 
nounced deals,  including  the  $15  bil- 
lion acquisition  of  E-Tek  Dynamics  by 
JDS  Uniphase  in  the  fiber-optic  realm. 

In  1999  his  firm  ranked  29th  among 
merger  advisers,  two  notches  down  from 
Banc  of  America  Securities/Montgomery. 
Goldman,  Sachs;  Morgan  Stanley  Dean 
Witter;  and  Credit  Suisse  First  Boston 
have  the  vast  bulk  of  the  tech  deals.  Un- 
daunted, Weisel  figures  he  can  triple  his 
1999  revenues  of  $186  million  by  next 
year.  That  would  put  him  around  where 
Montgomery  was  in  1996. 

And  the  main  ingredient  for  this 
growth  will  be  a  wave  of  consolidation 
the  shaman  foresees.  Indeed,  the  trend  is 
under  way.  There  were  55%  more  high- 
tech  mergers  and  buyouts  in 
1999  than  1998,  which  had 
18%  more  than  1997.  A  lot  of 
young  tech  companies  have 
good  concepts  and  expertise 
but  lack  the  capital  to  be  vi- 
able, he  says. 

To  Weisel,  the  market's 
deflation  of  Internet  valua- 
tions this  year  is  healthy  be- 
cause it  makes  them  more 
affordable:  "The  market  is 
taking  us  back  to  reality, 
where  there  is  some  basis  be- 
tween valuation  and  opportunity." 

But  not  very  far  back.  Alter  all,  many 
tech  multiples  remain  wacky.  Weisel, 
however,  believes  you  can  arbitrage  the 
difference  between  wacky  and  very 
wacky.  That  is,  swallow  hard  and  buy 
some  ot  these  highfliers  now  in  hopes 
that  they'll  get  bought  out  by  an  even 
higher  flier. 

Example:  IDs  has  an  ungodly  mar- 
ket cap  of  $81  billion  (estimated  2000 
P  1  :  302),  so  it  has  an  ample  supply  of 
what  Weisel  calls  "<.ybercash" — high- 
valued  stock  to  use  in  mergers.  1:-Tek, 
its  acquisition  target,  has  a  mere  $14 
billion  market  cap  and  a  250  I'  I  . 

There  is,  to  be  sure,  a  certain  hot- 
potato  aspect  to  this  kind  of  speculation. 


You  don't  want  to  be 
holding  either  the  high- 
flying target  or  the  high- 
flying acquirer  the  next 
time  Nasdaq  melts  down. 
All  that  conceded,  if  you 
are  given  to  speculation, 
you  might  consider  these 
prime  candidates  offered 
by  Weisel: 

Drugstore.com,  lead- 
ing online  drug  retailer,  is 
already  28%  owned  by 
Amazon.com  and  is  a  featured  retailer 
on  the  site.  And  with  Drugstore's  stock 
83%  off  its  high,  Amazon  might  just  de- 
cide to  swallow  the  rest. 

Pets.com,  the  online  pet  supplies 
seller,  has  e-commerce  relationships 
with  Yahoo  and  Go.com,  which  runs 
sites  for  Disney,  ABC  and  ESPN.  It  also 
has  gotten  cheaper,  at  75%  off  its  high. 

Garden.com,  which  sells  everything 


IT'S  TIME  TO 
ARBITRAGE  THE 
DIFFERENCE 
BETWEEN 
WACKY  AND 

VERY  WACKY. 


Tempting  Takeout? 


Selling  at  70%  off  their  highs,  beleaguered  e-tailers  are 
relatively  cheap  enough  to  be  viable  takeout  candidates 
for  supercapitalized  acquirers  like  Amazon.com. 

Recent     Market  cap 
Company/industry                      price          ($mil) 

Operating 
income1    Sales 
($mil)     ($mil) 

Amazon.com/books,  music,  etc.  $64.25      $22,456 

-$606     $1,640 

Drugstorc.com/druggisi               12.00             628 

-121           35 

Garden.com/gardensupplies           7.00              122 

-28            9 

Pets.com/peisupplies                    3  40               89 

-63            6 

Promotions.com/directmarketing   7  25             103 

-19           11 

Webvan  Group/grocery  delivery       7.00           2,300 

-154           13 

Earnings  before  interest,  taxes,  depreciation.  Source:  Market  Guide  and  IBES  Inc 
via  FaciSei  Research  Systems. 


for  the  garden  and  publishes  a  print 
magazine  that  shares  content  with  the 
Web  site,  is  down  74%  from  its  high  in 
September.  Current  market  cap  is  $111 
million,  or  8.5  times  1999  revenues. 

Webvan  Group,  one  of  the  new  on- 
line grocers,  will  benefit  from  the  prob- 
lems of  Peapod,  an  older  firm  and  its 
chid  rival.  Webvan  is  building  distribu- 
tion centers  in  four  cities,  adding  to  the 
one  it  has  now.  Its  shares  are  down  79% 
since  November. 

Weisel's  approach  would  scare  any 
value  investor,  but  at  least  he  has  a 
bunch  of  sober-minded  institutional 
clients  who  are  putting  money  on  him. 
Two  dozen  private  equity  firms,  and 
seven  state  and  corporate  pension 


funds,  have  committf, 
$2.2  billion  to  accoun 
managed  by  Thorn 
Weisel  Partners  or  i 
the  firm  itself.  The  b 
lievers  include  Mad 
son  Dearborn,  a  $3  b: 
lion  private  equi 
firm;  the  $1.5  billic 
Mayfield  Fund;  vei 
ture  capital  fund  O; 
Investment  Partne 
and,  most  importan 
the  California  Public  Employees'  R 
tirement  System.  In  January  Calpe 
committed  $1  billion  to  his  private-ei 
uity  fund  and  bought  a  10%  stake 
Weisel  Partners  for  $100  million. 

Weisel  is,  as  we  said,  a  rainmakt 
Barry  Gonder,  head  of  Calpers'  altera 
tive  investments  program,  says  the  fur 
was  impressed  with  the  star  power  c 
the  Weisel  fund's  advisory  boar 
Weisel  has  roped  in  175  chi 
executives,  like  Yahoo's  Tirm 
thy  A.  Koogle,  telecom  gui 
Craig  O.  McCaw  and  Thom 
M.  Siebel  of  Siebel  System 
Many  are  past  Weisel  clients 
Now,  having  put  up  the 
own  money  for  the  fund,  thi 
have  incentive  to  bring  hi: 
hot,  new  ideas.  His  Rolodex 
central  to  landing  new  dea 
JDS  Uniphase  Chief  Executr 
Kevin  N.  Kalkoven  has  knov\ 
Weisel  personally  for  years. 
At  the  same  time  Weisel  has  bee 
adding  name  talent.  More  than  1( 
Montgomery  employees  have  con 
aboard,  including  a  reported  36  off 
partners  and  the  cleaning  lady.  Ar 
Weisel  has  recently  poached  leadir 
managers  of  high-tech  growth  funds 
Fidelity  Investments,  Wellington  Mai 
agement  and  John  Hancock  Funds. 

The  biggest  coup  so  far:  In  Februa: 
Weisel  landed  Mark  G.  Shafir,  Merr 
Lynch's  top  tech  investment  banke 
Shafir,  who  was  a  lead  banker  for  Cist 
deals,  now  heads  Weisel's  mergers-an( 
acquisitions  practice.  The  boss  conside 
Shafir  his  second  in  command. 

Now  all  the  shaman  has  got  to  do 
be  right. 
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We  not  only  brought  capital  to  Russia, 
we  bring  energy  to  the  four  corners  of  the  world. 


At  Conoco,  we  take  many  first  steps,  from  the 
Middle  East  to  South  America,  Asia  to  the  U.S.  We 
were  the  first  Western  energy  company  to  develop 
a  new  field  in  Russia.  And  now  we  bring  their  oil  to 
the  world,  to  the  tune  of  35,000  barrels  a  day.  But 
that's  just  the  tip  of  the  onion  dome.  We're  also 
exploring  for,  developing  or  producing  energy  in 
17  countries  around  the  world. 

Our  many  "firsts"  have  made  sense...  and 
dollars...  for  us.  We  planted  more  than  a  million 
eucalyptus  trees  in  Venezuela,  providing  a  vital 
cash  crop  for  the  people  who  live  near  our 


120,000-barrel-a-day  project.  We  were  the  first 
to  launch  ultra-deep  water  drillships  and  struck 
oil  by  going  to  places  in  a  way  no  one  else  could. 
Our  coking  process  produces  more  high-grade 
product  from  a  barrel  of  crude  than  anyone  else. 
And  we  converted  our  tanker  fleet  to  double- 
hulls  16  years  ahead  of  schedule,  proving  we 
know  how  to  reach  our  goal  of  "getting  to  the 
future  first." 

Actually,  we  set  new  ideas  in  motion 
wherever  we  go.  No  wonder  the  world  relies  on 
Conoco's  energy. 


(conoco) 

Think  big.  Move  fast. 


www.conoco.com 
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Presidential  Portfolios 

Will  small-cap  stocks  do  well  over  the  next  four  years?  Check  the 
hemlines  and  pay  particular  attention  to  who  gets  the  White  House. 

BY  DANIEL  FISHER 

FOR  YEARS,  FINANCE  ACADEMICS 
have  held  the  cynical  view  that  it 
doesn't  matter  which  party  wins 
the  White  House.  Despite  the  popular 
view  of  Democrats  as  free-spending 
inflationists  and  Republicans  as  sober 
fiscal  conservatives,  study  after  study 
showed  no  meaningful  difference  in 
investment  returns. 


Inflation-adjusted  returns  from  1929  to 
1996  for  Republicans  versus  Democrats. 


S&P  500 

Democrats  Republicans 


SMALL  STOCKS 


Democrats 


Republicans 


ERM  COR 


Now  it  seems  the  academics  were 
just  looking  in  the  wrong  place.  While 
it's  true  the  Standard  &  Poor's  500 
Index  performs  pretty  much  the  same 
no  matter  who's  President,  there  are 
important  differences  when  it  comes  to 
small  stocks  and  bonds. 

A  study  recently  published  in  the 
journal  of  Portfolio  Management  sug- 
gests that  by  revving  up  inflation  the 
Democrats  do  prime  the  market  for 
outsize  gains  in  small-capitalization 
stocks.  An  analysis  of  returns  over  12 
administrations  from  Hoover  to  Clin- 
ton shows  that  inflation  averaged  4%  a 


LONG-TERM  CORPORATE  BONDS 
Democrats  Republicans 

LONG-TERM  GOVERNMENT  BONDS 
Democrats  Republicans 


Source  Journal  of  Portfolio  Management. 

year  under  the  Democrats  and  only 
2.7%  under  the  Republicans.  That 
helped  small  stocks  turn  in  an  average 
annual  return  of  27%  (22.7%,  adjusted 
for  inflation)  under  the  Democrats  and 
just  6.6%  (3.7%)  for  Republicans. 

Bonds  were  a  different  story.  Be- 
cause of  higher  inflation,  real  returns 
on  fixed-income  investments  were  neg- 
ative under  the  Democrats,  ranging 
from  -0.1%  a  year  for  long-term  corpo- 
rates  to  -0.8%  for  long-term  govern- 
ment Treasurys. 

Long-term  corporates  showed  a 
5.9%  real  return  under  the  Republi- 
cans, meanwhile,  and  long-term  Trea- 
surys returned  5.6%.  Interestingly, 
that's  about  what  the  S&P  500  returned 
during  the  same  periods,  meaning  in- 
vestors gained  nothing  by  taking  on  the 
extra  risk  of  being  in  stocks  with  the 
Republicans. 

Okay,  we  don't  mean  to  suggest  that 
these  findings  are  ironclad.  Small 
stocks,  for  instance,  did  very  well  under 


the  Reagan  Administration,  as 
stocks  in  general. 

A  lot  of  skepticism  about  this  si 
exists  among  academics,  who  view  p 
itics  as  about  as  statistically  meaning 
as  sunspots  or  hemlines.  The  st< 
market  does  tend  to  tick  up  after  a  . 
publican  is  elected,  says  Professor 
remy  Siegel  of  the  University  of  Pei 
sylvania's  Wharton  School.  But 
effect  soon  dissipates  as  investors  r< 
ize  Republicans  pursue  fiscal  polic 
differing  little  from  Democrats. 

One  criticism  is  that  the  Depress 
years  skew  the  sample.  Well,  the  stuc 
authors — led  by  Robert  R.  Johnson, 
nior  vice  president  of  the  Associat 
for  Investment  Management  &  1 
search  in  Charlottesville,  Va. — ran 
numbers  from  1941  through  1996,  i 
they  didn't  change  that  much.  How 
investment  results  look  during  the  s 
ond  Clinton  Administration?  Pre 
much  in  line  with  the  study:  decent 
small  stocks  and  blah  for  bonds. 

If  you  believe  the  study,  a  victory 
George  W.  Bush  this  year  means  t 
bonds.  And  if  Al  Gore  wins,  it's  sm. 
company  stocks. 


BECAUSE  OF  HIGHER  INFLATION,  REAL  RETURNS  ON  FIXED-INCOME 
INVESTMENTS  WERE  ACTUALLY  NEGATIVE  UNDER  THE  DEMOCRATS. 
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had  no  idea 
mutual  funds  could 


get  this  personal. 


Morgan  Stanley 
Dean  Witter 


Vlorgan  Stanley  Dean  Witter  i  Funds. 
>Jow  available  without  a  fund  sales  charge. 

can  now  purchase  the  Morgan  Stanley  Dean  Witter  family  of  mutual  funds  without  paying  a  fund 
ales  charge.  That's  because  I  set  up  an  account  with  a  simple  annual  fee  based  on  the  value  of  my  assets. 
)n  top  of  that,  I  have  the  support  of  my  Financial  Advisor.  Helping  me  sift  through  the 
ast  array  of  domestic  and  global  funds  -  hand-picking  the  i  Funds  that  are  right  for  me. 
uid,  unlike  other  mutual  fund  companies,  I  can  tap  into  the  world-class  network  of 
Toducts  and  services  offered  only  by  Morgan  Stanley.  Including  a  fund  family  with  about 
140  billion  in  assets  under  management,  i  Funds  from  Morgan  Stanley  Dean  Witter, 
can't  imagine  a  more  personal  way  of  pursuing  mutual  fund  success. 

Morgan  Stanley  Dean  Witter 

Success.  One  investor  at  a  time. 

To  find  out  how  we  can  tailor  an  i  Funds  portfolio 
for  you,  call  toll-free  1-877-937-MSDW. 

msdw.com/individual/funds 

v  our  free  brochure  and  a  prospectus,  which  contains  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectus  carefully  before 
west  or  send  money. 

al  funds  are  available  without  a  sales  charge  with  ichoice  through  Morgan  Stanley  Dean  Witter  Choice.  This  account  is  not  for  day  trading  or  other 
ne  trading  activity,  including  excessive  options  trading  or  trading  in  mutual  funds  based  on  market  timing.  Morgan  Stanley  Dean  Witter  Choice  carries 
limum  $1 ,000  annual  fee  and  accounts  may  be  subject  to  closing  fees.  This  account  may  not  be  appropriate  for  all  investors,  particularly  for  those 

ith  smaller  accounts.  Please  call  your  Financial  Advisor  to  discuss  various  ways  of  purchasing  mutual  funds. 

lorgan  Stanley  Dean  Witter  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Dean  Witter  Reynolds  Inc.  and  Morgan 

tanley  Dean  Witter  Online  Inc.  Members  SIPC.  i.  ichoice  and  Morgan  Stanley  Dean  Witter  Choice  are  service  marks  of  Morgan  Stanley  Dean  Witter  &  Co. 

)  2000  Morgan  Stanley  Dean  Witter  Distributors  Inc.  Member  SIPC. 
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Quarterly  Income 


In  the  1990s  dividend-paying  stocks  turned  passe. 
That  may  be  an  excellent  reason  to  buy  them  now. 


BY  ERIC  S.  HARDY 

GOODYEAR  TIRE  &  RUBBER  HAS 
Old  Economy  stamped  all  over 
its  steel-belted  radials.  This  out- 
fit doesn't  just  have  smokestacks,  it  has 
rubber  plantations.  It  was  one  of  the 
blue-chip  has-beens  dumped  from  the 
Dow  Jones  industrial  average  last  year 
in  favor  of  younger  companies  like 
Microsoft.  Worst  of  all,  this  ancient 
outfit  pays  a  fat  dividend — $1.20  a 
year,  or  about  5%  of  the  recent  $27 
share  price. 

Saul  Ludwig  thinks  you  should  own 
it.  Ludwig,  62,  an  analyst  at  McDonald 
Investments  in  Cleveland,  has  no 
qualms  about  smokestack  companies; 
he's  surrounded  by  them.  He  also  does 
not  mind  dividends,  especially  when 
they  are  well  covered.  Goodyear's  is. 
ludwig  expects  a  net  of  $3  a  share  this 
year  and  $4.25  next.  He  says  developing 
economies  in  Asia  and  Latin  Amer- 
ica— a  source  of  trouble  for  this  very 
global  manufacturer  last  year — are  on 
the  mend. 

No  question,  you  would  have  been 
far  better  off  in  no-dividend  digital 

Trend  Revival? 


Dividends  once  accounted  for 
market,  but  the  proportion  dv 

Company/business 

a  substantial  share  of  tt 
vindled  to  just  13%  during 

PRICE 

le  total  return  of 
[the  1990s. 

Estimated 
Yield    2001 P/E 

the  stock 

recent 

12-month 
high          low 

Sales 
(Smil) 

Crown  Cork  &  Seal/packaging 

______ 

$16.56 

$37.50 

$13.00 

6.0 

6.7 

$7,732 

CSX/railroads 

2369 

53.94 

20.25 

5.1 

7.5 

9,898 

Oana/auto  parts 

28.88 

54  06 

20.31 

4.3 

6.3 

13,159 

Genuine  Parts/auto  parts  distributor 

2450 

35.75 

1994 

4.2 

10.1 

7,982 

Goodyear  Tire  &  Rubber/tires 

26  50 

66.75 

20  38 

4.5 

7.2 

12,881 

Hercules/chemicals 

1494 

4069 

13.94 

7.2 

7.5 

2.145 

Louisiana  Pacific/forest  products 

1300 

24  88 

10  81 

43 

9.6 

2.297 

Norfolk  Southern/railroads 

22.06 

41.44 

20  38 

3.6 

7.2 

2.031 

JC  Penney/department  stores 

1406 

54.44 

13  56 

8.2 

6.2 

30.678 

Tupperware/household  products 

16.69 

2550 

14  56 

5.3 

7.9 

1.044 

Sources:  Market  Guide:  IBES  Inc  via  Fact! 
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>ef  Research  Systems. 

0 

stocks  like  Microsoft  over 
the  past  decade  than  in  any- 
thing like  Goodyear.  But  the 
declining  relative  perfor- 
mance of  dividend  payers 
makes  them  rather  cheap 
now.  Think  about  switching 
gears  with  some  of  your 
portfolio. 

We  screened  the  Market 
Guide  database  for  U.S.- 
based  companies  with 
yields  of  at  least  3.6%  (al- 
most three  times  the  mar- 
ket average)  and  expected 
earnings  that  will  easily 
cover  the  dividend  this  year 
and  next.  All  10  companies 
in  the  table  are  down  at 
least  25%  from  their  52- 
week  highs,  and  have  not 
reduced  their  dividend  rates 


OLD  ECONOMY  OR  NEW,  STOCKS  WITH  HIGH 

IS  FOR  SHAREHOLDERS. 


during  the  past  three  years.  Value  L, 
gives  them  all  a  financial  strength  rati 
of  B  or  better. 

We  excluded  companies  that  i 
traditionally  bought  for  their  yield 
such  as  banks,  utilities  and  real  est; 
investment  trusts — as  well  as  soj 
freakish  cases,  such  as  RJ  Reynol< 
whose  double-digit  yield  could 
wiped  out  by  further  setbacks  in  t 
courtroom. 

Among  the  well-known  high-yiel 
ing  companies  on  our  table 
Louisiana  Pacific,  Norfolk  Southe 
and  JC  Penney.  For  an  expanded  list 
quality  high-yield  stocks,  I 
www.forbes.com. 
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Are  your  employees 

looking  over  the 

wrong  figures? 


Up  to  70%  of  Internet  porn  traffic, 
auction  bidding  and  stock  trading  occurs 
during  the  9  to  5  workday.  If  you  think 
this  is  a  problem  for  your  company,  we 
have  a  solution,  www.websense.com 
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www.websense.com 


IT'S   ABOUT    PRODUCTIVITY.™ 

Nasdaq:     WBSN 


STREETWALKER 


Loew  Ball 


CONGLOMERATES  AREN'T  IN 
favor  on  Wall  Street.  When  one 
of  them  owns  an  insurer,  an  oil 
driller  and  a  tobacco  company, 
the  curse  is  compounded.  Chair- 
man Laurence  Tisch,  whose 
family  controls  Loews,  is  a 
renowned  short-seller,  so  he 
must  feel  special  pain  seeing  the 
company  lose  half  its  value  in 
two  years. 

But  hedge  fund  Royal  Capi- 
tal's Robert  Medway  and  Yale 
Fergang  figure  Loews  (NYSE: 
LTR)  is  way  undervalued  at 
$52 — and  should  be  more  than 
$100.  It  trades  at  a  mere  four 
times  earnings. 

Here's  their  math:  The  com- 
pany is  sitting  on  cash  of  $10  per 
share.  Loews'  88%  stake  in  prop- 
erty-casualty insurer  CNA  Finan- 

...  ,  .       a.rr,         ,    Tisch  has  seen  Loews' stock  drop  50%  in  two  years, 

cial  is  worth  another  $50,  and 

half-owned  Diamond  Offshore  Drilling,  $26.  Were  it  separately  traded,  Med- 
way and  Fergang  reckon,  100%-owned  Lorillard  Tobacco  would  fetch  $25  per 
Loews  share.  With  numbers  like  that,  small  wonder  Tisch  is  buying  back  shares. 

Regardless,  they  expect  Loews'  value  to  climb  with  improved  performances 
at  its  subsidiaries.  They  figure  the  current  down  cycle  in  insurance  pricing  should 
end  soon.  Oil  drilling,  which  has  lagged  despite  higher  energy  prices,  should  fi- 
nally pick  up  once  it's  clear  oil  prices  won't  collapse. 

And  they  don't  view  Lorillard  to  be  as  vulnerable  to  class  actions  as  the  big- 
ger cigarette  peddlers.  The  product-liability  lawyers  can't  use  closets  full  of  damn- 
ing lab  documents  from  the  1960s  against  Lorillard  as  they  have  against  Philip 
Morris  and  RI  Reynolds.  Lorillard  had  no  research  department  back  then.  Plus, 
its  Newports  have  been  hot  sellers  recently.  Sales  were  up  7%,  and  they're  the  only 
big  brand  gaining  market  share.  — Stephane  Fitch 


Chips  'ri  Dip 

SOME  OF  II  IF  AIR  HAS  RECENTLY  GONE 
out  of  Rambus,  a  developer  of  mem- 
ory-chip systems  allowing  computers 
to  fetch  data  more  quickly,  the  better 
to  handle  graphus  programs  and  the 
like.  But  Billy  C.  Bowden,  an  analyst 
with  Amerifirst  Securities  in  Dallas, 
says  the  volatile  stock  may  pop  up  but 
is  marked  for  a  big  tumble. 

At  $271,  down  4  1%  from  its  high  in 


March,  Rambus  (Nasdaq:  RMBS)  trades 
at  800  times  trailing  earnings.  Benefiting 
from  the  high-tech  hype  wave,  the  price 
is  still  up  threefold  since  January. 

The  excitement  could  be  justified  if 
Rambus  had  a  major  piece  of  the  $18.2 
billion  DRAM  business.  Its  revenues  were 
a  measly  $43.4  million  last  year.  Mean- 
while, IBM  is  developing  its  own  ad- 
vanced memory  architectures  that 
would  be  cheaper  and  easier  to  build. 
Short  the  stock.   — Christopher  Helman 


Wheel  Spinner 

LIKE  ITS  BRETHREN  ELSEWHERE  IN  T 
auto  industry,  Dana  is  finding  W 
Street  the  road  to  nowhere.  T 
world's  largest  axle  producer  has  si 
fered  a  30%  stock  drop  so  far  this  ye 
and  now  trades  at  $27,  which  is  a  pu 
seven  times  trailing  earnings.  This,  c 
spite  solid  profit  growth  of  15% 
1999  and  projections  of  a  similar  g{ 
for  2000. 

But  analyst  David  Garrity  of  Dr 
dner  Kleinwort  Benson  thinks  invest 
will  eventually  wake  up  to  Dana  (NY 
DCN).  After  all,  no  slowdown  in  I 
auto  sales  is  yet  in  sight. 

Dana  also  has  embarked  on  a  $6 
million  stock  buyback.  And  it  is  buj 
shedding  noncore  assets,  so  it  can  fo< 
on  components  of  drive  trains.  Exa 
pie:  It  recently  agreed  to  sell  a  1 
draulics  operation. 

— Terril  Yue  Jo 

Bank  On  It 

BANKS  ARE  INTO  OUTSOURCE 
especially  when  it  comes  to  the  ara 
task  of  writing  software  to  run  to 
vast  networks  of  automated  teller  n 
chines.  Only  half  of  this  work  is  hi 
died  by  banks  in-house,  and  the  fr; 
tion  is  shrinking. 

So  there's  more  business  ahead  : 
Transaction  Systems  Architects  (N; 
daq:  TSAJ).  Although  a  small  comp; 
with  sales  of  $355  million  last  year, 
the  market  leader  in  electronic  pj 
ment  software,  with  sales  up  18%  int 
fiscal  year  ending  in  September.  Jan 
McKay  Armstrong,  president  of  priv. 
money  manager  Henry  H.  Armstro 
Associates,  expects  a  20%  sales  advar 
in  the  next  12  months.  Big  new  die 
Deutsche  Bank. 

At  $28,  Transaction  Systems  goes  I 
less  than  20  times  forward  earnings,  a  1 
multiple  for  a  fast-growing  software  coi 
pany.  Armstrong  says  the  P/E  will 
when  Wall  Street  forgets  its  Y2K-n 
sales  slowdown  in  the  October- De 
ber  quarter.  — Kiri  Bt 
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[all  Steam 
(head 

IjLNIVAL,  THE  CRUISE  INDUSTRY 
i  er,  has  seen  its  stock  sink  to  half  its 
i  aary  price.  Lower  fares  to  fill  a  fleet 
«  ew  ships  and  higher  fuel  costs  com- 
jj  ;d  to  disappoint  Wall  Street  for  1999 
i  this  year's  first  quarter.  Still,  Carni- 
.  (NYSE:  CCL)  managed  to  post  solid 
i  lings  gains:  22%  for  the  year  ended 
j'.  30  and  8%  for  fiscal  2000's  initial 
p  rter. 

|i  \t  $24,  Carnival  trades  at  a  bargain 
Ijvard  P/E  of  12.  James  Winchester, 
iinalyst  at  Lazard  Freres,  says  the 


t:k  will  find  its  sea  legs  once  in- 

tf  ors  realize  that  cruises  are  still 

|:e  popular  in  boom  economic 

a  ;s.  Although  Carnival  will  increase 

■  ;enger  capacity  12%  this  year,  the 

►»  hs  are  already  overbooked  (103% 

Bie  first  quarter).  Buoying  profits  in 

3:  Fuel  prices  likely  will  drop  a  bit 

business  lost  to  complications 

n  the  Kosovo  conflict  will  return. 

Winchester  looks  for  Carnival  to 

;at  its  1994-97  experience.  Then, 

ing  contracted  while  capacity  grew. 

bookings  kept  pace — and  so  did 

fits  (up  13%  annually)  and  the 

k  price  (up  135%). 

— Michael  Maiello 


J 


To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/streetwalker. 
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money  market  yields  are  still 

a  smart 
-  idea  - 


Government  money  fund 


Zurich  YieldWise  Government 
Money  Fund 

IBC  Financial  Data  rank  of  #1  of  192 
government  money  funds  based  on 
k.  7-day  average  yield  on  3/14/00.  .. 


5.81% 


Annualized 
.  Yield 


for 
current  yields 


Beats 


98° 


0  General  money  funds 


Zurich  YieldWise 
Money  Fund 

Lipper,  Inc.  rank  of  #7  of  351 
.  general  money  funds  based 
on  one-year  total 
return  on     ., 
2/29/00 
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Tax-free  money  fund 


Zurich  YieldWise  Municipal 
Money  Fund 

IBC  Financial  Data  rank  of  #1  of  1 25 

tax-free  money  funds  based 

on  7-day  average 

yield  on 


Looking  to  enhance  the 

cash  portion  of  your  portfolio? 

Try  Zurich  YieldWise  Funds. 

With  over  100  years  of  combined  experience, 
the  Zurich  YieldWise  management  team  simply 
does  it  better.  Seeking  high  current  yields  while 
keeping  expenses  low. ..and  without  sacrificing 
stability. .  .is  always  in  style. 

Call  toll  free  now: 

1-888-523-4144  ext.  672 

Yield  shown  is  the  average  annualized  net  investment  income 
per  share  for  the  7  days  ended  3/14/00. 
Past  performance  is  no  guarantee  of  future  results.  Past  results 
were  improved  by  fee  waivers.  Trie  advisor  is  waiving  expens- 
es of  .51%  for  Zurich  YieldWise  Government  Money  Fund. 
Otherwise,  the  respective  yield  would  have  been  5.30%.  A 
money  market  fund  investment  is  not  insured  or  guaranteed  by 
the  Federal  Deposit  Insurance  Corporation  or  any  other  gov- 
ernment agency.  Although  these  funds  seek  to  preserve  your 
investment  at  $1 .00  per  share,  it  is  possible  to  lose  money. 
For  more  complete  information,  including  management  fees 
and  expenses,  call  Kemper  Distributors,  Inc.  for  a  free  prospec- 
tus kit.  Please  read  it  carefully  before  you  invest  or  send  money 
or  visit  www.zurichfunds.com 
1105750    (3/21/00) 
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MARKETS  and  FORECASTS 


HE  OVERALL  MARKET 


-week  performance 

s  of  4/7/00 


arra  All-US  Index1 

-3.5% 

IP  Barra  Growth  Index2 

-1.9 

IP  Barra  Value  Index3 

0.7 

low  Jones  industrials 

0.0 

AP500 

-0.7 

iff4 

-1.2 

orbes  Internet  Index 

-19.5 

orbes  40  Index  (total  return)  -5.2 


Barra  All-US  Index  of  9,200  stocks 
200-day  moving  average 

Market  value:  $18.3  trillion 
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Source.  Barra  Inc. 
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ITEBEST  RATES 


stimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
ridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  4/7/00. 


ACTUAL 


1999 

latest 

mean 

4-wk  chg 

J-year  Treasury  yield  (%) 

6.48 

5.70 

6.03 

-4.3 

month  Treasury  yield  (%) 

5.33 

5.72 

5.90 

1.0 

2000  ESTIMATE 


deral  funds  watch 

ast  action:  Mar.  21,  2000,  +25  basis  points.  Current  rate:  6%. 

ext  Federal  Reserve  meeting:  May  16,  2000. 


FECIAL  STOCK  FOCUS 


lese  Internet  stocks  could  get  whacked  if 
ie  shakeout  among  dot-coms  continues, 
aggregate,  they  still  have  a  market  value 
$40  billion  yet  generate  less  than  $180 
illion  in  sales.  Although  none  are  ex- 
;cted  to  be  profitable  until  2001,  the 
leapest  company  on  the  list  has  a 
ice/sales  ratio  (PSR)  of  150. 


Institutional  money  managers  have 
been  shifting  money  out  of  technology 
stocks  and  into  cheaper  industries. 
But  Gail  M.  Dudack,  chief  U.S.  invest- 
ment strategist  for  Warburg  Dillon 
Read,  notes  that  retail  investors  are 
not  putting  money  into  value  funds, 
preventing  a  big  rally  in  value  stocks. 


FORECASTING  GLOBAL  MARKETS 

Estimated 
Year           P/E 

EPS  change 

versus 
3  months  ago 

Expected 
year-to-year 
EPS  growth 

SAP  500 

2000           26 

0.2% 

17% 

2001           22 

1.0 

15 

MSCI  World-ex  US4 

2000           27 

-3.4 

23 

2001           23 

-2.8 

23 

IBES  estimate  increases/decreases 

Apr  00 

Apr  01 

SAP  500 

1.40 

1.70 

MSCI  World-ex  US4 

1.20 

1.23 

Rising  estimates 


Korea 

Mexico 

Netherlands 

Spain 

Taiwan 


Falling  estimates 


Brazil 

Denmark 

Italy 

Philippines 

Portugal 


Source:  IBES  International,  Inc. 


FORBES  INTERNET  UNIVERSES 


Index 

Recent 

4wksago 

Value 

206.7 

280.3 

Companies 

316 

300 

Valuations 

Stock  price/sales 

21 

29 

Market  value  ($bil) 

$890 

$1,163 

Sales/employees  ($thou)  $169 

$168 

12-month  sales  growth 

158% 

156% 

2000  estimates 

Sales  total  ($mil) 

$42,901 

$41,010 

Stock  price/sales 

7.9 

13.6 

P/E 

219 

341 

Sources:  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

impany 


Recent 
price  Change6  PSR 


1  Technology  Group 

$73.50 

-31% 

150 

icheFlow 

100.25 

-45 

184 

fospace.com 

74.58 

-46 

205 

berate  Technology 

51.44 

-65 

205 

iviSite 

80.19 

-51 

415 

id  Hat 

38.13 

-75 

349 

tria  Technology 

42.00 

-60 

164 

rsus  52-week  high.  Sources:  Market  Guide.  Interactive  Data 
p.  and  IBES  International  via  FactSet  Research  Systems. 

WHAT  THE  FUNDS  ARE  BUYI                IELLIN 

Buying 

Price 

Selling 

Price 

EPS7 

EPS7 

Advanced  Micro  Devices 

$75.50 

$2.54 

Abercrombie  &  Fitch 

$13.75 

$1.78 

Critical  Path 

83.06 

-0.91 

Antec 

41.50 

1.09 

Informix 

20.63 

0.63 

Federal-Mogul 

15.88 

3.85 

MRV  Communications 

94.88 

0.27 

Pioneer  Natural  Res 

9.88 

0.53 

Rare  Medium  Group 

37.50 

-0.14 

Western  Resources 

14.94 

1.93 

72000  estimate  via  IBES  Express.  Source:  steinbergindicatc 

r.com. 

a 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded,  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S.-based.  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 
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MARKETS  and  FORECASTS 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FO 

RECAST 

The  U.S.  fconomy 

ACTUAL 

2000  ESTIMATE 

1999 

Latesl 

Mean 

4-wk  change 

Automobile  sales1  (mil) 

17.4 

17.9* 

mar 

16.3 

0.4% 

Capacity  utilization  (%) 

81.1 

81.7 

feb 

80.1 

-0.1 

New  housing  starts2  (thou) 

l,667r 

1,672* 

pfeb 

1,527 

0.2 

Retail  sales3  (Soil) 

2,246r 

2,275* 

pfeb 

2,513 

0.0 

Trade  balance4  ($bil) 

-268 

-279* 

pfeb 

-332 

3.6 

Unemployment  rate5  (%) 

4.1 

4.1 

mar 

4.1 

0.5 

Gross  domestic  product  (%  chg) 

4.2 

7.36 

4Q 

4.3 

4.1 

Inflation 

2.7 

2.8* 

feb 

2.8 

0.0 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6 

3.2* 

feb 

2.6 

4.0 

_Prices 
CRE  Bridge  spot  indexes 

227.25 

227.80 

228.67 

0.0 

Gold  per  troy  ounce  ($) 

288.50 

279.80 

290.15 

0.0 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60 

25.03 

27.22 

3.2 

Currency 
German  marks  per  dollar 

1.94 

2.05 

1.85 

0.0 

Yen  per  dollar 

102 

105 

111 

1.5 

Dollars  per  euro 

1.01 

0.95 

1.01 

-1.0 

Don't  be  misled  by  Detroit's  impressive 
showing  during  the  first  quarter,  when  au 
sales  came  in  at  an  annual  rate  of  18.7 
million  vehicles,  compared  with  17.4  millio 
for  all  of  1999.  The  Federal  Reserve's 
interest  rate  hikes  (five  since  the  beginnii 
of  last  year)  should  hit  the  automakers  ne 
year,  according  to  Van  Bussmann,  corpon 
economist  at  DaimlerChrysler.  Bussmann 
reckons  17.6  million  vehicles  will  be  sold  tl 
year,  but  is  expecting  only  16.3  million  car 
minivans  and  trucks  to  be  sold  in  2001.  W 
the  lag?  Bussmann  says  that  it  usually  tal 
six  months  to  a  year  before  higher  rates 
work  their  way  through  the  economy. 

Closeup:  Domestic  vehicle  sales 


Millions,  seasonally 
adjusted  ar  annual  rates. 


Source: 
DaimlerChrysler. 


1996  1997  1998  1999         2000 

Forbes  Index:  Current:  32Q.8  2-wk  chg:  Q.31 


BRIDGE  COMMODITY  SPOTLIGHT 

Futures 

Price 

3  mo  chg 

May  Chi  wheat  (bushel) 

$2.59 

-2% 

May  copper  (lb) 

0.77 

-11 

May  cotton  (lb) 

0.56 

2 

June  crude  oil  (bbl) 

25.04 

10 

July  platinum  (troy  oz) 

462  90 

19 

Index 

Value 

3  mo  chg 

CRB  Index 

209.91 

4% 

Precious  metals 

25254 

5 

Grains 

176  09 

9 

Industrials 

192  72 

-3 

Livestock  &  meats 

26149 

6 

MAY  COPPER  FUTURES 

No  signs  of  inflation  here.  The  May 
2000  futures  copper  contract  is  near  its 
spot  price  of  77  cents  per  pound  and  is 
14%  below  its  high  in  January. 

A.              Cents  per  pound 

85 

Source:  Bridge  Commodity 
Research  Bureau. 

Jan                    Feb 

•X          80 

Mar 

Apr 

MUTUAL  FUND  SPECIAL  FOCUS 


Climbing  interest  rates  have  pushed  down  valuations  for  financial  services  companies, 
contrarians  should  consider  the  funds  below.  They  sport  an  average  P/E  of  17  (compa1 
with  a  multiple  of  31  for  the  S&P  500)  and  have  a  total  return  of  20%  over  the  last  mor 

TOTAL  RETURN7 


Fund 


Century  Shares 


Fidelity  Select  Financial  Svcs' 


J  Hancock  Finl  Industries-A9 


J  Hancock  Regional  Bank  A" 


PaineWebber  Finl  Svcs  Growth  A10 


T  Rowe  Price  Financial  Svcs 


3  years 


lyear 


1  month 


11.1% 


-11.1% 


31.2% 


18.0 


-8.2 


18.7 


15.2 


-0.7 


18.3 


5.9 


-19.9 


19.6 


8.4 


-10.1 


13.2 


18.7 


1.1 


19.3 


Assets  ($n 


$235 


344 


507 


717 


117 


138 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 
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Through  Apr.  6. 83%  load.  95%  load.  I04.5%  load.  Sources:  Forbes:  Upper  Inc.:  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


Randall  Roth  of  Renaissance  Capital  says,  "The  air  is  coming  out  of  the  balloon"  for  sp 
ulative  Internet  IPOs.  Of  the  dozens  of  offerings  scheduled  for  the  second  half  of  April, 
Roth  thinks  the  six  below  will  be  among  those  better  received  by  Wall  Street. 

ESTIMATED  OFFI 

Sales($i 


Company/business 


AltaVista/Internet  search  engine 


AT&T  Wireless/wireless  telecommunications 


ClientLogic/e-commerce  customer  services 


360  Network/fiber-optic  network 


Virage/lnternet  video  software 


Yupi  Internet/Spanish-language  portal 


Share  price ($)  Shares(mil)   Size($mil) 


$18-20 


14.8 


$281 


26-32 


360.0 


10,440 


9-11 


20.0 


200 


16-18 


46.0 


782 


10-12 


3.5 


39 


13-15 


7.0 


98 


$108 


6.999 


178 


386 


Source  Renaissance  Capital/www. ipohome.com. 

•12  months  p:  preliminary,  r:  revised.  'Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook,  t 
single  &  multiple  family,  seasonally  unadjusted.  3Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  seasor 
adjusted.  ^Percent  ot  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


"It's  not  yet  time  for 
the  you-know-who  to  sing." 


I  No,  it's  not  over  yet.  Plenty  of  investors  still  have 
I  appetite  for  liquid,  large-growth  companies. 
I  And  the  good  news  is,  the  global  economy 
I  bounce  back  just  in  time  to  offset  any  return  to 
I  il  growth  here  late  in  the  year.  So  profits  may 
I  me  to  surprise  on  the  high  side." 


Dr.  Bob  Froehlich,  Vice  Chairman,  Global  Strategist 
Kemper  Funds  Group* 


Kemper  Classic 
Growth  Fund 

KCGAX  (as  of  3/31/00) 

Past  performance  is  no 
guarantee  of  future  results. 


25.26%     2787% 

One  Life  of  Fund 

Year  I    9/9/96  Inception  Date 


Talk  to  your  financial  representative  about  the 
long-term  thinking  behind  every  Kemper  fund. 
And  visit  us  at  www.kemper.com  for  detailed 
market  commentaries  written  by  Bob  Froehlich. 

1-800-KEMPER1 


m 


KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world*5 


pinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  3/00  and  may  not  actually  come  to  pass.  This  information  is  subject  to 
ge  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  security. 

ted  average  annual  total  returns  as  of  3/31/00.  Class  A  fund  performance  prior  to  4/16/98  is  shown  from  Scudder  "S"  share  inception 
and  has  been  adjusted  to  reflect  the  current  maximum  initial  sales  charge  of  5.75%.  The  fund's  shares  were  offered  without  a  sales 
ie  until  April  15,  1998.  Kemper  Class  A,  B,  and  C  shares  were  initially  offered  on  April  16, 1998.  Investment  returns  and  principal  value 
jctuate,  so  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of  3/31/00 
Je  the  maximum  sales  charge  of  5.75%  for  Class  A  shares.  The  returns  measure  net  investment  income  and  capital  gain  or  loss  from 
)lio  investments  assuming  reinvestment  of  dividends.  Different  classes  of  shares  are  offered,  and  their  performance  will  vary  because 
erences  in  loads  and  fees  paid  by  shareholders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent  performance 
)e  less  than  shown. 

ne  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read  it 
jlly  before  you  invest  or  send  money. 

siness  Unit  of  Scudder  Kemper  Investments,  Inc. 

>0  Kemper  Distributors,  Inc.  1108920B  (5/1/00) 
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Portfolio  Strategy  By  Kenneth  L.  Fisher 

Downturn  Insurance 


THE  MARKET'S  RECENT  TURBULENCE  FRIGHTENS 
people.  How  to  deal  with  it?  Use  portfolio  man- 
agement to  gird  your  portfolio  against  market 
plunges.  Don't  just  collect  stocks.  Most  investors 
collect,  meaning  they  buy  what  they  like.  It  may  be 
growth  stocks  or  value  stocks  or  blue  chips  or  small  fry. 
When  most  investors  find  a  stock  they  like  better  than  the 
current  collection,  they  trade  for  it. 

You  can  see  why  people  prefer  collecting:  It's  embed- 
ded in  how  our  brains  work 
from   prehistoric   times  of 
hunting  and  gathering. 

While  collecting  is  a  per- 
fectly valid  form  of  investing, 
it's  not  good  if  you're  not 
good  at  it.  Far  better  is  portfo- 
lio management,  which  goes 
far  beyond  diversifying  by  in- 
troducing risk  controls.  This  is 
a  discipline  that  operates 
under  four  rules: 

Use  a  benchmark.  Pick  one  carefully  and  manage  against 
it.  Mine  happens  to  be  the  Morgan  Stanley  World  Index. 
Yours  could  be  the  S&P  500  or  dozens  of  others.  It  is  your 
road  map  and  the  securities  set  from  which  you  choose. 

Imagine  someone  who  last  year  bought  a  bunch  of  tech 
stocks  and  his  portfolio  was  up  70%.  Was  he  a  good  stock 
picker?  Heavens,  no.  The  tech  sector  last  year,  as  embodied 
by  the  tech  stocks  in  the  S&P  500,  was  up  130%,  which 
meant  he  left  60%  on  the  table.  Always  thinking  of  the 
benchmark  would  have  warned  him  of  that. 

Analyze  your  benchmark's  components.  For  each  stock, 
think  about  expected  return  and  risk.  That  way,  you  know 
what  to  own  and  how  much  of  it.  Think  about  countries,  in- 
dustries, size  and  valuation.  What  you  don't  own  is  as  im- 
portant as  what  you  do.  In  seminars,  I'll  show  investors  my 
country  weights  and  those  of  my  benchmark — and  ask  what 
my  biggest  bet  is.  They  always  answer  wrong.  They  never  see 
that  my  biggest  bet  is  owning  absolutely  no  British  stocks, 
when  the  United  Kingdom  is  10%  of  the  world.  If  I'm  right 
and  the  U.K.  does  badly,  beating  the  benchmark  gets  really 
easy.  If  I'm  wrong  and  the  UK.  does  great,  I'm  in  trouble. 

Know  that  you  may  be  wrong.  Believers  in  value  investing 
think  theirs  is  the  only  way  to  go.  Growth  investors  feel  the 
same  about  their  philosophy.  No  style  can  be  right  always. 
Any  strategy  can  fail.  And  under  whatever  precepts,  you  have 
to  control  the  risk  on  the  picks  you  have  made. 

Build  insurance  into  your  investments.  In  case  you're 


Don't  just  collect 
stocks.  Portfolio 

management 
offers  a  wiser  way 

to  pick  them. 


wrong.  And  that  comes  from  blending  negatively  correla 
items.  In  other  words,  seek  something  that  would  go  up  a 
should  other  things  go  down.  Then,  if  your  basic  premis 
incorrect,  you  don't  get  killed.  Making  up  for  a  decima 
portfolio  is  hard  to  do.  Remember,  when  you  buy  insurar 
you  don't  want  it  to  pay  off.  You'll  be  happy  not  to  nee* 
and  just  lose  the  premium.  But  the  insurance  really  does 
duce  your  risk. 

Here's  an  example.  Let's  say  you're  in  S&P  500  stocks  i 

you  fear  the  market  is  goinj 
drop  badly.  You  sell  4% 
your  big,  high-quality  equi 
and  use  the  proceeds  to  \ 
Russell  2000  puts — enougl 
eliminate  your  downside. 
That  means,  with  a 
million  portfolio,  you 
spent  $40,000  on  the  sm; 
cap  index's  puts,  leav: 
$960,000  in  your  large-cap 
sues.  Like  any  casualty  insurance  policy,  this  strategy  | 
a  "deductible,"  which  is  about  5%.  So  with  premium 
deductible  the  Russell  has  to  fall  more  than  9%  for  yoi 
make  any  money  from  the  insurance. 

Why  use  the  Russell  2000?  In  a  bear  market  small  sto 
always  fall  more  than  big  stocks  and  usually  by  a  lot,  at  V 
ten  percentage  points.  As  a  result,  the  value  of  your  Rus 
puts  rises  more  than  your  stocks'  value  falls.  And  you  co 
out  doing  about  as  well  as  if  you  had  sold  out  and  gone 
cash  before  the  downturn.  Suppose  the  S&P  500  falls  3C 
Your  big  stocks,  96%  of  your  portfolio,  also  fall  30%,  ft* 
$960,000  to  $672,000.  The  Russell  2000  plummets  40%.  i 
initially  spent  $40,000  on  the  put.  After  the  deductible, ) 
collect  $400,000  on  the  put,  leaving  you  a  $310,000  gahU 
now  have  $982,000,  before  taxes  and  commissions. 

Of  course,  remember  you  could  be  wrong.  Suppose 
bear  market  develops  and  stocks  soar  20%,  much  as  they 
in  1999's  fourth  quarter.  Had  you  sold  out  beforehand,) 
would  be  miles  away  from  your  benchmark. 

But  with  the  put  strategy,  you  lost  only  the  4%  you  p 
to  buy  the  protection.  You're  still  competitive  against  y< 
benchmark  and  have  to  make  up  only  the  4%.  That  isn't 
worst  challenge  in  the  whole  world. 

So  let  your  neighbors  do  the  collecting.  You  should  p 
the  odds. 


□ 


Kenneth  L.  Fisher  is  a  Woodside, 

Calif. -based  money  manager. 

\  ';>;/  Ins  forum  at  www.forbes.com/fisher. 
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Capital  Markets  By  Marilyn  Cohen 

Smoking  Bonds 


vt> 


A  MIAMI  CLASS  ACTION  COULD  COST  THE 
tobacco  industry  $100  billion  or  more.  That's  the 
latest  of  the  many  legal  problems  besetting  the 
cigarette  peddlers,  who  face  an  onslaught  of  suits 
from  cancer-stricken  ex-smokers  and  their  sur- 
vivors. Not  to  mention  a  possible  federal  suit  from  the  Clin- 
ton-Gore Administration.  If  the  industry  hoped  to  put  the 
litigation  to  rest  with  its  $206  billion  settlement  with  46 
states,  its  hopes  will  be  dashed. 

But  the  news  isn't  all  bad: 
Revenue  keeps  rolling  in  for 
the  tobacco  companies.  If  you 
own  the  companies'  bonds, 
that's  some  comfort. 

Still,  a  better  idea  is  to  in- 
vest in  tobacco  bonds  issued 
by  states  and  municipalities, 
which  are  backed  by  the  rev- 
enue they  will  haul  in  from 
hapless  citizens  addicted  to  to- 
bacco. (Ostensibly,  the  tobacco  companies  are  paying,  but 
the  economic  reality  is  that  they  are  just  collection  agents.) 
New  York  City  is  the  largest  issuer  thus  far  of  what  we  might 
call  tobacco  consumption  anticipation  bonds,  with  $709 
million  outstanding.  Other  states  and  municipalities  are 
close  on  its  heels. 

These  are  less  risky  than  tobacco  corporate  bonds.  If 
the  crush  of  court  decisions  causes  a  tobacco  company  to 
go  bust,  at  least  there  are  other  companies  feeding  into  the 
settlement  pools.  Certainly,  New  York  City  has  made  clear 
it  isn't  guaranteeing  these  bonds  should  the  tobacco  rev- 
enue dry  up.  Nevertheless,  if  that  happens,  an  interesting 
political  question  would  arise.  Would  New  York  allow  its 
issue  to  go  unpaid? 

A  look  at  the  yields  from  Philip  Morris,  RJ  Reynolds  and 
their  smaller  competitors  tells  you  why  you  should  forget 
about  their  bonds.  The  spreads  against  comparable  Trea- 
surys  aren't  sufficiently  wide  for  the  risk  you  assume. 

Take  Philip  Morris  bonds,  due  Feb.  1,  2006,  yielding 
8.9%.  The  2.6-point  spread  over  Treasurys  creates  a  stale  cig- 
arette odor  around  these  bonds.  I  think  the  same  about  the 
RJ  Reynolds  bonds,  even  though  they  yield  4.5  percentage 
points  more  than  the  Treasury.  Reynolds  lacks  the  diversi- 
fied revenue  of  Philip  Morris,  which  has  Kraft  food  and 
Miller  beer. 

Now  let's  examine  the  tobacco  settlement  bonds.  To 
begin  with,  you  have  to  understand  their  unusual  structure. 
They  have  two  maturity  dates.  There's  a  "planned"  maturity 


Munis  paid  by  the 

tobacco  industry's 

settlement  money 

are  a  better  bet 

than  its  bonds. 


date,  which  hits  sooner;  basically,  that's  when  the  issuer 
tends  to  repay  the  principal,  provided  consumption  rema 
stable  and  the  tobacco  industry  is  able  to  deliver  its  penan 
Next  comes  a  "rated"  maturity  date,  which  can  be  a  I 
years  to  many  years  from  the  planned  date;  that's  the  f; 
back  date  in  case  the  companies  don't  come  through.  S 
because  they  are  too  strapped  paying  class-action  plainti 
or  enough  people  have  quit  smoking  that  the  now-daunti 
cash  flow  slows  to  a  trickle.  Only  if  the  bonds  don't  rej 

principal  on  the  later  ral 
date  are  they  in  default. 

New  York  City's  Toba< 
Flexible  Amortization  Boi 
(TFABs),  underwritten  by ! 
lomon  Smith  Barney,  h< 
rated  maturities  running  fn 
1  year  to  39.  Against  a  N 
York  City  general  obligati 
bond  maturing  with  the  rat 
maturity  date  of  the  tobac 
bond,  the  tobacco  returns  don't  measure  up.  But  with  i 
earlier  dates — when  the  issuers  likely  will  deliver  the  priri 
pal — the  tobacco  bonds  have  a  clear  advantage. 

For  example,  the  TFABs  issued  by  New  York  in  Noveml 
yield  5.3%  to  maturity  in  ten  years.  That  doesn't  beat  a  t< 
year  New  York  City  G.O.  (5.4%).  Odds  are,  however,  that  1 
tobacco  paper  will  pay  principal  at  its  planned  maturity  d 
in  just  five  years.  And  its  5.3%  yield  smartly  outdoes  1 
New  York  City  five-year,  which  now  yields  4.75%. 

Similarly,  the  five-year  rated  TFAB  came  to  market 
4.65%,  no  bargain  against  the  five-year  New  York  City  G 
at  4.75%.  The  return  improves  when  you  use  the  TFA 
planned  maturity  date,  in  mid-2001.  The  New  York  C 
G.O.  that's  due  then  is  yielding  4.2%,  or  45  basis  points  1 
than  the  tobacco  bond. 

And  remember,  these  tobacco  bonds  are  municipj 
meaning  you  don't  pay  federal  taxes  on  the  interest.  Th 
tax-equivalent  yields  handily  surpass  those  of  ultrasafe  Tr< 
surys.  For  taxpayers  in  the  top  (40.8%')  bracket,  the  fr 
year  TFAB's  taxable  equivalent  yield  is  7.9%;  the  ten-ye 
8.95%.  That's  within  hailing  distance  of  what  you  get  on  i 
bacco  corporate  bonds.  Five-year  Treasurys  currendy  yi< 
around  6.2%;  ten-years,  6%. 

How  are  the  New  York  bonds  rated?  As  very  creditw 
thy.  The  most  conservative  rating,  from  Fitch  IBCA,  is  A+. 

'Includes  effect  of  deduction  giveback 

Marilyn  Cohen  (envision@ix.netcom.com)  is  president  of  Envision 
Capital  Management,  Inc.,  a  Los  Angeles  fixed  income  money  manager.] 
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Happy  Holidays! 


Y2K  Bouquet 

Ring  in  the  new  year 
millennium  with  our 
commemorative  Y2K 
bouquet!  $49.99- 
$69  99 


Let  s  Get  Started/ 


1 -800-FLOWERS.COM  is  one  of  the  world's  lead- 
ing and  fastest  growing  online  retailers.  With  a 
complex  network  of  thousands  of  florists  world- 
wide offering  over  7,500  products  —  reliability, 
speed,  and  efficiency  are  crucial. 

Unicenter  TNGi?  monitors  and  manages 
1-800-FLOWERS.COM's  worldwide  infrastructure 
and  support  systems,  enabling  them  to  fulfill 
online  orders 
with  subsecond 
response  times 
to  over  eight 

million  customers.  To  help  ensure  the  reliability  of 
1 -800-FLOWERS.COM,  Unicenter  TNG  proactively 
detects  and  corrects  problems  before  they  impact 

rmance.  From  the  front-end  website  to  the  underlying  network  infrastructure,  Unicenter  TNG 

des  the  most  complete,  end-to-end  eBusiness  management  solution  available. 
Join  1 -800-FL0WERS.COM,  and  wake  up  and  smell  the  roses.  It's  time  to  reap  the 

ids  of  eBusiness  with  Unicenter  TNG.  For  more  information,  visit  us  at 

netsolutions.cai.com. 


Millennium  Ornament 
Add  some  sparkle  to 
your  New  Year's 
ceiebraoon  with  our 
keepsake,  beaded 
Millennium  Ornament. 
$24  99 
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Property  Strategy  By  Charles  E.  Babin 


Dividends  Matter 


iviCM 


There's  a  school  of  thought  that  says  dividends  are 
strictly  for  old  fogies  and  tax-exempt  entities,  and 
that  smart  investors  should  think  only  about  cap- 
ital gains.  I  don't  subscribe.  I  think  dividends  do 
matter  and  that  paying  attention  to  them  will  im- 
prove your  odds  of  getting  capital  gains. 

You  are  not,  of  course,  going  to  get  rich  off  dividends 
alone.  The  yield  on  the  Dow  Jones  industrial  average  has 
fallen  from  4%  in  1989  to  1.4%  today.  One  new  Dow  mem- 
ber, Microsoft,  doesn't  even 
offer  a  dividend. 

But  you  can  benefit  from 
dividends,  and  not  just  by 
waiting  for  a  quarterly  pay- 
ment. The  key  is  to  find  stocks 
that  consistently  raise  divi- 
dends, year  after  year.  Divi- 
dend hikes  are  the  kind  of 
news  that  feeds  appreciation. 
Laurence  H.  Sloan,  the  man 
who  created  Standard  &  Poor's,  said  it  back  in  1931:  An  un- 
beatable combination  is  a  stock  with  a  hefty  payout  and  an 
ability  to  keep  raising  it. 

Find  the  companies  that  religiously  goose  their  stock 
price  with  dividend  hikes,  and  you've  got  a  bunch  of  win- 
ners. The  point  isn't  how  much  they  pay  or  what  the  yield 
is.  It's  how  often  they  offer  the  market  good  dividend  news. 

How  do  you  find  them?  Let's  focus  on  the  30  Dow 
stocks,  though  you  can  use  any  universe. 

Start  by  figuring  out  how  much  each  company  raised  its 
dividend  over  the  prior  ten  years,  in  percentage  terms.  Then 
weight  them  to  reward  consistency.  This  penalizes  a  com- 
pany, for  instance,  with  two  big  increases  and  eight  years  of 
no  increases.  One  simple  way:  Count  the  number  of  years 
in  the  past  ten  that  the  payout  rose.  Then  multiply  the  ten- 
year  percent  increase  by  the  number  of  years  with  increases. 

Home  Depot's  (66,  HD)  payout  rose  from  a  little  less 
than  a  half-penny  in  1989  to  16  cents  in  1999,  or  2,945%. 
Each  year,  as  regular  as  the  seasons,  the  big-box  retailer 
lifted  its  dividend.  So  it  gets  a  score  of  29,450. 

Do  this  for  all  30,  and  you'll  see  that  Home  Depot  has 
the  best  score.  The  next  4  are,  in  order:  Citigroup  (59,  C), 
Wal-Mart  Stores  (61,  WMT),  Hewlett-Packard  (148,  HWP) 
and  Disney  (40,  DIS).  Last  is  dividend-free  Microsoft.  You 
can  get  the  numbers  you  need  oft"  numerous  financial  Web 
sites  or  from  your  broker. 

Not  surprisingly,  a  strong  correlation  exists  between 
past  dividend  increases  and  past  stock  market  performance. 


Companies  with  a 
steady  record  of 
raising  dividends 
provide  superior 
price  appreciation. 


While  Microsoft  did  the  best  among  Dow  stocks  in  pi 
terms  over  the  last  ten  years,  Home  Depot  was  third;  C 
group,  fourth;  Wal-Mart,  fifth;  and  Hewlett-Packard,  sb 
Another  exception  to  the  rule,  besides  Micros* 
is  Disney,  a  dividend  raiser  that  finished  21st  in  pi 
performance. 

The  question  for  someone  assembling  a  portfolio  n 
though,  is  different:  Is  there  a  connection  between  past 
idend  increases  and  future  performance?  Is  there,  in  ot 

words,  any  reason  to  exp 
that  Home  Depot  and 
other  four  will  be  winn 
over  the  next  decade? 

Let's  go  back  to  1990. 1 
top  dividend  increasers  fr 
the  previous  ten  years  to' 
little  different  from  the  la 
crop,  with  only  Wal-Mart  i 
Hewlett-Packard  the  sai 
The  other  Dow  stocks  on 
list  were  Philip  Morris,  McDonald's  and  Merck. 

From  1990  through  1999  these  five  had  a  ten -year 
nualized  return  of  21.6%  (excluding  dividends).  That  ea 
outpaced  the  overall  performance  of  the  Dow,  15.4%. 

That  result  makes  a  case  for  buying  dividend- rai» 
although  I  must  offer  a  caveat.  In  the  1990s  all  sto 
did  well,  but  growth  stocks  like  Wal-Mart  did  especi; 
well,  widening  their  price/earnings  premiums  o 
mediocre  companies.  This  explains  in  large  part  why 
dividend-raisers  of  the  1980s  were  terrific  buys  as  the  191 
rolled  in.  The  process  could  reverse  in  the  present  deca 
with  growth  premiums  shrinking  and  Home  Depot  i 
its  ilk  underperforming.  I  don't  expect  this  to  happen, 
it  could. 

It's  unwise,  in  any  event,  to  place  all  your  money  on  i 
stocks.  So  I  recommend  splitting  your  money  between  1 
top-five  basket  and  Dow  Jones  Diamonds  (DIA),  a  lis 
American  Stock  Exchange  security  introduced  in  1998 
mimics  the  Dow,  giving  you  diversification.  A  50-50  inv< 
ment  in  Diamonds  and  my  1990  top  five  would  have  | 
preciated  on  average  by  18.8%  during  the  past  decade. 

Provided  it  continues  to  work,  the  beauty  of  this  syst 
is  that  you  don't  have  to  worry  about  analysts'  expectati< 
or  whisper  numbers.  Dividend  increases  are  an  unambij 
ous  signal. 

Research  by  Venkat  S.  Chalas 


Charles  E.  Babin  (www.topthedow.com)  is  a  principal  of  Boston  Resea 
&  Management.  He  is  author  o/Investing  Secrets  of  the  Masters. 
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You  11  find  the  lowest  term  life  rates  in 
America  at  Quotesmith.com  or  well  overnight 

you  $500.  More  pleasant  surprises  now 

include  instant  automobile,  motorcycle,  family 

medical,  group  medical,  Medicare  supplement 

and  dental  insurance  quotes  from  over  300 

leading  insurance  companies! 

$1  Million  Term  Life  Sampler 

Guaranteed  Annual  Premiums/Guaranteed  Level  Term  Period 


Female  Premiums 


Male  Premiums 


Age 

10 
YEAR 

15 
YEAR 

20 
YEAR 

25 
YEAR 

30 
YEAR 

35 

$    295 

$     390 

$      500 

$      620 

$       720 

40 

$    405 

$     530 

$      640 

$      800 

$       930 

45 

$    615 

$     800 

$      900 

$   1,100 

$    1,320 

50 

$    875 

$  1,115 

$   1,460 

$   1.560 

$    2,345 

55 

$1,305 

$1,455 

$  2.130 

$  4,970 

$10,060 

60 

$1,830 

$  2,250 

$  3,220 

$16,830 

$  16,830 

65 

$2,875 

$  3,670 

$  7,595 

$21,280 

$21,280 

70 

$4,725 

$  7,775 

$15,100 

$28,160 

$28,160 

75 

$9,955 

$20,480 

$27,180 

$37,990 

$  58.345 

Huotesmith  provides  a  list  of  all  insurance 

companies  &  plans  that  match  specific  needs. 

l"he  first  to  make  available  this  new  custom- 

Search  service."  -  Nation 's  Business 

3et  quotes  on  the  spot.  New  source  for  best 
puys  in  insurance.  One  way  to  get  to  know 
:he  market.  "  -  Kiplinger's  Personal  Finance 

1  ..provides  rock-bottom  quotes  for 
i    life  insurance."  -  Forbes 


Age 

10 
YEAR 

15 
YEAR 

20 
YEAR 

25 
YEAR 

30 
YEAR 

35 

$     325 

$      465 

$      600 

$      790 

$      950 

40 

$     435 

$      665 

$      850 

$   1,150 

$  1,390 

45 

$     735 

$   1,030 

$   1,300 

$   1,670 

$  2,010 

50 

$  1,215 

$  1,695 

$  2,160 

$  2,550 

$  4,545 

55 

$  1,875 

$  2,465 

$  3,060 

$  7,490 

$12,520 

60 

$  2,950 

$  4,285 

$  4,680 

$19,620 

$19,620 

65 

$  5,030 

$  6.920 

$12,370 

$25,130 

$25,130 

70 

$  8,805 

$13,695 

$21,300 

$32,850 

$32,850 

75 

$15,755 

$32,220 

$32,220 

$43,350 

$81,725 

"A  godsend  for  those  who  are  shopping  around  for 
the  best  deal  in  insurance."  -  Independent  Business 

"Quotesmith  offers  particularly  thorough  searches." 
-  Los  Angeles  Times 

"We  found  the  best  deals  at  Quotesmith..." 
-  Money 

"The...  solution  has  value  for  those  who  prize 
immediacy  and  privacy."  -  U.S.  News  &  World  Report 


luotesmith.com  is  the  only  place  on  earth  where  you  can  get 
nstant  insurance  quotes  from  over  300  top-rated  companies. 

ch  the  marketplace  in  seconds.  Every  quote  is  guaranteed  accurate.  Take  control  of  your  insurance  purchase  decisions. 

v  the  latest  claims-paying  ability  ratings  from  A.M.  Best,  Duff  &  Phelps,  Moody's,  Standard  &  Poor's  and  Weiss  Ratings, 

®  Inc.  on  every  term  life  quote.   Buy  from  the  company  of  your  choice  when  you  want  and  on  your 

'-'  "  terms.   Use  the  Quotesmith.com  high  speed  insurance  price  comparison  service  before  you  buy  or 

renew  any  insurance  policy. 


incorporated 


Quotesmith.com 


AD  CODE:  FORBS  05/00 


remums  and  coverage  availability  will  vary  depending  upon  age,  sex,  slate  availability,  hazardous  activities,  personal  and  family  health  history  The  non-tobacco  use  premiums 
above  may  include:  Banner  Life  Ins.  Co.,  Rockville,  MD,  form  RT-97;  Central  States  Health  &  Life.  Omaha.  NE,  form  L10;  First  Colony  Life  Ins.  Co.,  Lynchburg,  VA,  forms  One-20 
-FCL99;  First  Penn-Pacific  Life.  Hoffman  Estates.  IL.  forms  BT-1000AA  (6/95);  Investors  Partner  Life  Ins.  Co..  Boston.  MA.  form  98  Term  IPL;  Jackson  National  Life.  Lansing,  Ml. 
1665,  John  Hancock  Variable  Life,  Boston.  MA,  form  98TLIFE;  North  American  Co.  for  Life  &  Health  Ins..  Chicago,  IL.  form  LS108A;  Ohio  National  Life  Assurance  Corporation. 
iali.  OH.  form92-TR-1;  Security-Connecticut  Life,  Avon,  CT.  form  11420;  Sun  Life  Assurance  Co.  of  Canada  (US),  Wellesley  Hills,  MA,  form  SPL-1 996-0;  Transamerica  Occidental 
)S  Angeles.  CA,  form  1-306  11-199;  United  of  Omaha  Life  Ins  Co.  Omaha.  NE.  forms  6548L-0799  and  6569L-1 199;  Valley  Forge  Life/CNA.  Chicago.  IL.  form  V1 00-11 82-A  through 
a.  Western-Southern  Life.  Cincinnati.  OH,  form  9911-300  WSA  Premium  rates  shown  above  are  not  applicable  to  residents  of  FL,  NJ  &  NY.  $500  guarantee  is  subject  to  the 
ind  conditions  detailed  at  www  quolesmith.com  Policy  forms  vary  by  state  California  and  Utah  dba  Quotesmith.com  Insurance  Services;  CA  #0827712.  #0A13858;  UT  #90093. 
premiums  shown  are  graded  premium  life  policies  and/or  term-like  universal  life  policies.  Term  life  premium  rates  always  escalate  after  initial  rale  guarantee  penod 
imith.com,  Inc.  is  not  a  licensed  agent  or  broker  for  all  companies  shown  at  www  quotesmilhcom.  All  rates  shown  subject  to  change  or  withdrawal  without  notice. 
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Moby  Dick: 


Three  new  books  bring  back  the  real-life  tragedy 
that  inspired  Herman  Melville's  classic  tale. 


BY  SUSAN  ADAMS 


I 


FF  THF.  CHILEAN  c  OAS1  ONE  FEBRlWItt  DAY  IN 
182 1« an  American  whakship  came  upon  a  hor- 
rif)  ing  sight.  Curled  up  on  the  floorboards  of  a 
small  open  boat  were  two  skeletal  creatures, 
their  skin  pocked  by  sores  and  caked  with  salt  and  blood, 
sucking  on  human  bones.  After  the  men  were  rescued  and 
revived,  the)  recounted  the  tale  that  became  the  19th  cen- 
tury's Titanic. 

On  Nov.  20.  L820  the  Essex  out  oi  Nantucket  sighted  a 
pod  of  whales  in  remote  South  Pacific  waters.  While  two  o\ 
the  ship's  whale-hunting  boats  raced  after  their  quarry,  the 
cabin  boy  spotted  an  85-tpot  sperm  whale  less  than  100 
yards  ofl  the  port  bow. 

The  whale  dove  and  reemerged,  now  just  35  yards  awaj 
and  bearing  down  on  the  ship  like  a  malevolent  freight 
train.  I  he  crew  attempted  to  rurn  the  vessel,  but  the  whale 
mowd  loo  last  and  rammed  the  Essex.  The  blow  knocked 
even  man  oft  his  feet  and  released  a  store  of  Galapagos  tor- 
toise-., used  for  food  during  the  long  vovase,  which  went 


bumping  over  the  deck. 

The  monster  then  passed  beneath  the  ship,  scraping 
bottom  and  dislodging  the  false  keel.  This  last  detail  app 
virtually  unaltered  in  the  climactic  scene  of  Moby  I 
Melville  had  read  the  first  mate's  account  avidly.  The  v\ 
resurfaced,  wheeled  and  steamed  toward  the  ship  ag 
tw  ice  as  last  this  time.  The  second  blow  stove  in  the  I  - 
hull,  which  immediately  filled  with  water. 

It  got  worse.  Fearing  cannibalism  in  the  Marqiu 
lands,  the  nearest  landfall  some  1,200  miles  away,  the 
man  crew  crowded  into  three  small  whaleboats  and  - 
Ofl  a  3,000-mile  voyage  toward  South  America.  The  i 
aw  ays  endured  gales,  shark  attacks,  starvation,  even  a  br 
with  another  angry  whale.  After  nearly  three  months 
sustained  only  by  meager  rations  of  bread  and  water 
\  aged  from  the  sinking  ship,  they  began  dining  on  one 
other,  starting  with  the  recently  departed  but  ending 
with  at  least  one  murder  victim,  chosen  by  lot.  Eight  i 
survived.  Five  were  rescued  at  sea  and  three  from  a  bai 
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nd  where  the  whaleboats  had  paused  one  month  into 
ir  journey. 

In  the  19th  century  you  could  scarcely  find  an  Ameri- 
schoolchild  unfamiliar  with  these  grisly  details.  William 
McGuffey's  Eclectic  Fourth  Reader,  a  popular  grade 
t)ol  text,  contained  a  condensed  version  of  the  tale. 
Herman  Melville  first  heard  the  story  in  1840,  while  he 
;  crewing  on  a  New  Bedford  whaler.  There  he  met 
liam  Henry  Chase,  the  teenage  son  of  Essex  first  mate 
en  Chase,  who  lent  Melville  a  copy  of  his  father's  pub- 
ed  account  of  the  tragedy. 

The  reading  of  this  wondrous  story  upon  the  landless 
"  Melville  wrote,  "and  so  close  to  the  very  latitude  of  the 
•"wreck  had  a  surprising  effect  on  me."  In  1851  Melville 
>lished  Moby  Dick.  The  novel  was  a  flop  when  it  came 
.  Only  in  the  20th  century,  as  the  made-up  whale  tale 
psed  the  true  one,  did  it  take  on  its  classic  status. 

I  Now  the  riveting  real-life  saga  is  once  again  available  to 
erican  readers.  Nathaniel  Philbrick,  a  research  fellow 


at  the  Nantucket  Historical  Association  whose  father  is  an 
expert  on  maritime  literature,  has  written  a  ripping  ac- 
count of  the  Essex  tragedy.  In  the  Heart  of  the  Sea  (Viking, 
$25)  draws  on  survivors'  accounts,  including  a  long-lost 
version  by  the  ship's  cabin  boy,  and  includes  fascinating 
details  about  the  effects  of  exposure  and  starvation  on 
men's  bodies  and  psyches. 

In  cases  of  severe  dehydration,  Philbrick  writes,  the 
tongue  hardens,  then  swells,  and  speech  becomes  impos- 
sible, though  sufferers  sometimes  moan  and  bellow.  Eyelids 
crack  and  eyeballs  weep  tears  of  blood.  The  courage  and 
sheer  strength  of  the  men  who  survived  these  ordeals  is 
mind-boggling. 

In  addition  to  writing  his  own  version,  Philbrick  has 
edited  The  Loss  of  the  Ship  Essex,  Sunk  by  a  Whale  (Pen- 
guin, $13).  Collected  here  are  eyewitness  accounts  by  the 
first  mate  and  the  cabin  boy,  as  well  as  a  letter  by  the  cap- 
tain who  rescued  two  of  the  Essex's  survivors;  it  also  in- 
cludes the  notes  Melville  made  in  his  copy  of  the  first 
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mate's  book.  This  book  may  not  offer 
the  page-turning  urgency  of  Philbrick's 
own  prose,  but  it  compensates  with  the 
chill  of  its  immediacy. 

Take  this  white-knuckled  entry 
by  first  mate  Chase  as  the  huge  gray 

whale  came  straight  at  him:  "I  could 
...       ..  ,  •  i    ,  •  .        Whale  tales:  Not  a  fishy 

distinctly  see  him  smile  his  jaw  to- 
gether, as  if  distracted  with  rage  and  fury....  I  turned 
around,  and  saw  him  about  one  hundred  rods  directly  ahead 
of  us,  coming  down  apparently  with  twice  his  ordinary 
speed,  and  to  me  at  that  moment,  it  appeared  with  tenfold 
fury  and  vengeance  in  his  aspect."  Shudder! 

Lasdy,  there's  In  Search  of  Moby  Dick:  The  Quest  for  the 
Great  White  Whale  (Basic  Books,  $24).  Not  a  must-read.  Un- 


HEART 


SEA 


less  you  have  a  taste  for  Thor  He 
erdahlesque  "I  did  it  to  see  if 
could  be  done,  but  I  actually  did 
to  write  a  book  about  it"  literatui 
Tim  Severin,  an  Ireland-based  a 
thor  who  has  already  penned 
other  volumes  (In  Search  ofGeng) 
Khan,  Tracking  Marco  Polo),  sets  c 
to  find  a  real-life  Moby  Dick,  a  white  sperm  whale.  The  mc 
interesting  part  is  his  recap  of  the  Essex  tragedy,  better  told 
Philbrick's  book,  and  his  interviews  with  some  South  Sea 
landers  who  claim  to  have  seen  white  sperm  whales. 

The  treasure  that  all  three  books  offer  is  the  dramati 
troubling  tale  of  the  Essex,  as  Philbrick  writes,  "one  of 
greatest  true  stories  ever  told." 


story  among  them. 


He  Wrote  the  Song 

m  u  s  i  c  l  It's  time  to  celebrate  Hoagy  Carmichael, 
America's  original  multimedia  star. 


BY  DEBORAH  GRACE  WINER 

YOU'VE  SEEN  HIM  IN  OLD  MOVII 
like  the  Bogie-Bacall  classic 
Have  and  Have  Not.  He's  the  guy 
the  rickety  saloon  piano,  hat  tilted  back  < 
his  head,  matchstick  dangling  from  t) 
corner  of  his  mouth,  singing  in  a  beei 
there-done-that  midwestern  growl,  abo 
places  better  than  this. 

Hoagy  Carmichael  would  have  turn< 
100  this  year.  His  renown  has  faded  son 
since  his  death  in  1981,  but  in  his  heyd 
the  unassuming  Carmichael  was  a  tn 
multimedia  superstar  before  that  word  e 
isted.  He  showed  up  in  movies  and  co: 
certs,  on  television  and  the  radio. 

The  most  recorded  song  of  all  time?  I 
Carmichael's  gentle  classic,  "Stardust 
Everyone  knows  his  songs  even  thouf 
they  don't  know  he  wrote  them.  "Georg 
on  My  Mind"  is  Carmichael's.  So  is  "Hea 
and  Soul." 

He  was  a  genetically  enhanced  Ever 
man,  an  aw-shucks,  blue-collar  Joe  with  1 
underbelly  of  a  sophisticated  jazzman  ai 
a  law  degree  to  boot.  He  had  his  own  sty 
Square  meets  cool.  Even  his  nam 
"Hoagy,"  has  a  homey-hip  ring  to  it.  Is 
Fleming  described  James  Bond  as  looku 
"just  like  Hoagy  Carmichael." 

A  native  of  Bloomington,  Inc 
Carmichael  was  perhaps  the  first  singe 
songwriter,  in  the  time  before  Bob  Dyk 
and  Joni  Mitchell  when,  mostly,  write 
wrote  and  many  different  singers  "covere 
song.  As  a  midwestern  Protestant  with  | 
reer  in  Hollywood  by  way  of  jazz,  he 
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www.firestonelOO.com 


There  are  heroes  all  around  us.  In  celebration  of 
Firestone's  100th  anniversary,  we're  going  to  prove  it. 
That's  why  we're  asking  you  to  recognize  your  local 
heroes  and  support  their  causes  by  nominating  them 
for  Firestone's  100  Who  Serve  awards. 

Maybe  you  know  someone  in  your  community  who 
really  goes  the  extra  mile  to  help  others.  Someone 
who  performs  outstanding  acts  of  kindness,  often 
behind  the  scenes.  Someone  who  devotes  long  hours 
to  working  with  underprivileged  kids,  for  example  — 
or  regularly  brings  meals  to  an  elderly  shut-in. 

This  kind  of  heroism  generally  goes  unnoticed  by 
the  media  and  the  public.  But  it  helps  hold  our  neigh- 
borhoods, our  communities,  our  society  together. 

These  heroes  may  not  be  celebrities,  but  they  still 
deserve  to  be  celebrated. 

You  can  lend  a  hand  —  by  filling  out  a  100  Who  Serve 
nomination  form  with  the  name  of  your  favorite  local 
hero  and  describing  him  or  her  with  a  brief  essay. 

We'll  select  100  quietly  marvelous  people  from 
all  across  the  country.  They'll  be  rewarded  with  a 
donation  to  the  charity  of  their  choice.  From  these 
100,  three  overall  winners  will  be  chosen  for  special 
recognition. 

Stop  by  your  Firestone  retailer  today  for  a  nomination 
form  and  official  contest  rules — or  visit  us  on  the 
Internet  at  www.firestonelOO.com. 

Tell  us  about  those  incredible  folks  who  give  and  give 
and  give.  And  help  us  give  something  back  to  them. 

No  purchase  necessary.  Entries  may  be  submitted  by  legal  residents  of  the  50  United  States  and  the  District  of  Columbia  13  years  of  age  or  older.  The  person 
nominated  by  the  entrant  ("nominee")  must  also  be  a  legal  resident  of  the  50  United  States  and  District  of  Columbia  13  years  of  age  or  older.  Contest  ends 
11:59  P.M.  on  6/15/00  and  mail-in  entries  must  be  postmarked  by  6/15/00  and  received  seven  days  later.  For  official  contest  rules,  visit  our  web  site  at 
*ww.firestonel00.com  or  a  participating  Firestone  retailer,  or  send  a  self-addressed  stamped  envelope  to  "100  Who  Serve  Rules."  P.O.  Box  1031.  Ellenton.  FL 
34222-1031.  Sponsor:  Bridgestone/Firestone,  Inc.,  One  Bridgestone  Park,  Nashville,  TN  37214-0991. 
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even  more  the  odd  man  out.  Songwriters 
of  the  Golden  Age  were  virtually  all  from 
New  York,  Jewish  and  rooted  in  the 
Broadway  musical  theater — from  Irving 
Berlin  to  the  Gershwins  and  the  rest  (the 
one  notable  exception  was  Cole  Porter — 
like  Carmichael,  a  native  Hoosier). 

The  son  of  an  itinerant  laborer, 
Hoagland  Howard  Carmichael  learned 
his  way  around  the  piano  from  his 
mother,  who  played  for  the  local  silent 
movie  house.  "Ragtime  was  my  lul- 
laby," he  used  to  say. 

After  earning  a  law  degree  at  Indi- 
ana University  that  he  never  used, 
Carmichael  met  early  success,  but  soon 
found  himself  another  out-of-work 
musician,  settling  in  New  York  to 
weather  the  Depression,  selling  bonds 
in  a  low-end  Wall  Street  job.  The  music 
publishers  on  Tin  Pan  Alley  kept  telling 
him  his  songs  weren't  commercial. 

Wrong.  When  the  1930  recordings 
he  made  of  "Georgia  on  My  Mind," 
"Rockin'  Chair"  and  "[Up  a]  Lazy 
River"  began  getting  around  the  busi- 


Hoagy  Heaven 


With  the  celebration  of  his  centennial  this  year,  there  is  plenty  of  He 
Carmichael  to  go  around.  Hoagy.com  is  the  official  Web  site.  Also  see  I 
ana  University's  www.dlib.indiana.edu/collections/hoagy.  The  Stardust! 
and  Sometimes  I  Wonder,  Carmichael's  two  autobiographies,  have  been  reissued 
paperback  (Da  Capo  Press,  $18).  There  is  a  wealth  of  music  available,  particularly 

Crystal  Gayle  Sings  the  Heart  and  Soul  of  Hoagy  (Intersound).  Gayle  wraps  her  cc 
try  twang  around  Carmichael's  best-known  songs. 

Hoagy  Sings  Carmichael  (Blue  Note).  Recorded  in  1956,  backed  by  a  West  Coast 
band  led  by  Johnny  Mandel  and  including  alto  saxman  Art  Pepper. 

The  Great  Jazz  Vocalists  sing  Hoagy  Carmichael  (Blue  Note) .  A  compilation  of  20 
tage  Capitol  Records  recordings  by  Nat  King  Cole,  Lou  Rawls  and  others. 

A  Celebration  of  Hoagy  Carmichael  (Concord  Jazz).  Jazz  piano  great  Dave  McKe 
takes  off  on  II  Carmichael  tunes. 

The  Hoagy  Carmichael  Songbook  (bmg/rca).  Another  compilation,  with  an  ecle 
list  of  artists  including  Frank  Sinatra,  Julie  Andrews,  Kate  Smith,  Mildred  Bailey 
Glenn  Miller. 

Sleepless  in  Seattle  (Sony/Columbia).  Nat  King  Cole's  classic  rendition  of  "Standi 

The  Classic  Hoagy  Carmichael  (Indiana  Historical  Society /Smithsonian).  A  th 
cassette  anthology,  with  almost  a  century's  worth  of  artists,  available  only  by 
order:  $42  at  800-447-1830. 

On  video:  Carmichael's  films  include  Topper  (1937),  To  Have  and  Have  Not  (19 
The  Best  Years  of  Our  Lives  (1946)  and  Young  Man  With  a  Horn  (1950). 
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Play  it  again.  Hoagy:  With  Kirk  Douglas  in  Young  Man  With  a  Horn  (1950). 


ness,  Louis  Armstrong,  Duke  Ellington 
and  the  Dorsey  brothers  sent  the  songs 
out  to  America  over  the  radio,  as  revo- 
lutionary a  medium  then  as  the  Inter- 
net is  today.  Suddenly  those  Carmichael 
tunes  were  fixed  in  the  nation's  collec- 
tive head. 

"Stardust"  was  next.  An  old  tune 
gone  nowhere  as  an  up-tempo  rag,  once 
it  was  slowed  down  to  a  haunting 
melody,  with  lyrics  by  Mitchell  Parish,  it 


turned  into  a  megahit  and  was  eventually 
recorded  in  a  staggering  1 ,800  versions. 
Except  in  a  few  cases,  like  the  1946 
number  one  song  "Ole  Buttermilk 
Sky,"  Carmichael  wrote  only  the  music. 
Settling  in  Hollywood,  he  teamed  with 
a  number  of  lyricists:  Frank  Loesser 
(pre-Guys  and  Dolls)  for  "Heart  and 
Soul"  and  "Two  Sleepy  People,"  Ned 
Washington  for  "The  Nearness  of  You" 
and  Johnny  Mercer,  with  whom  he  had 


a  special  collaboration.  They  co-wi 
"Skylark"  and  "In  the  Cool,  Cool, 
of  the  Evening,"  which  won  the  pail 
Academy  Award  in  1951. 

But  Hoagy  couldn't  be  kept  beh 
the  scenes.  The  camera  loved  his  foil 
cool  image.  He  appeared  in  ten  fil 
among  them  the  Cary  Grant  flick  1 
per,  as  well  as  Young  Man  With  a  H 
and,  notably,  the  World  War  II  hoi 
coming  classic,  The  Best  Years  of( 
Lives.  As  an  actor,  he  eventually  sat 
in  the  saddle  in  Westerns  like  the  19 
TV  series,  Laramie. 

Other  songwriters  are  more 
mous.  But  Carmichael's  song 
whether  "Stardust"  (which  read 
new  generations  through  the  mo 
Sleepless  in  Seattle),  "Heart  and  So 
(currently  a  television  commercial 
Quaker  Oats)  or  "Georgia  on 
Mind"  (made  a  fixture  by 
Charles) — don't  seem  to  have  b 
written  by  anyone.  Hoagy  couldn't  h 
agreed  more.  He  once  said  that  w| 
he  heard  "Stardust"  for  the  first  timi 
thought,  "Maybe  I  didn't  write  you, 
I  found  you." 
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Barn  Again 


Admirers  insist  America's  barns  are  an  endangered 
national  treasure.  They  make  really  nice  end  tables,  too. 
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BY  BRUCE  UPBIN 

OLD  BARNS  ARE  THE  WINOS 
of  rural  America.  They've 
outlived  their  usefulness 
and  now  just  teeter  gendy 
in  the  wind,  solemnly  minding  their 
own  business  until  someone  comes 
along  and  knocks  them  over. 

Which  is  happening  a  lot  because, 
unlike  winos,  old  barns  make  really  ter- 
rific tables.  How  many  old  barns  died  to 
make  all  the  10-foot  farm  tables  selling 
for  $4,875  at  Portico,  a  chic  home  fur- 
nishings retailer  in  New  York  and 
( Chicago?  Nobody  knows,  but  demand 
is  booming.  Nothing  lends  more  gravi- 
tas  to  a  dinner  party  than  eating  off 
three  honking  slabs  of  weathered  early- 
20th-century  oak. 

"Barns  around  here  will  be  a  thing 
of  the  past  in  25  years,"  says  David  Sny- 
der of  Midwestern  Barnstormers  in 
rural  Rushville,  111.  Snyder  should  know, 
since  he's  doing  his  best  to  eradicate 
them.  In  ten  years  Snyder  and  his  crew 
of  four  have  taken  down  a  dozen  barns 
for  reuse  as  siding  and  beams.  He  finds 
his  victims  on  Sunday  drives  around  the 
countryside  in  his  Rambler  pickup. 

Barn  wood  isn't  cheap,  even  though 
scavengers  like  Snyder  often  get  the 
abandoned  barns  tor  free.  (The  alterna- 
tive for  the  owner  is  to  pull  the  barn 
down  with  .1  Caterpillar  and  burn  it.) 
Century-old  longleaf  pine  boards,  a 
common  barn  wood,  l.iii  fetch  $5  per 
board  foot,  compared  with  $1.50  to 
1  for  new  pine  at  Home  Depot. 
Even  nion.  expensive  is  wood  from 
chestnut,  a  once  ubiquitous  species  that 


ceased  to  be  a  source  of  timber  not  long 
after  chestnut  blight  arrived  on  this  con- 
tinent around  1890.  Chestnut  barn 
wood  is  $8  and  up  per  board  foot. 

Wood  species  vary  from  one  geo- 
graphic region  to  another,  since  farmers 
and  dairymen  used  the  forests  around 
them  to  make  their  barns  and  silos.  A 
barn  wood  dealer  in  Texas  might  carry 
cypress  and  sassafras  while  dealers  in  the 
Plains  states  sell  hedge  and  osage  orange. 

Sandy  and  Leo  Conklin's  barn- 
wood-only  lumber  yard  in  Susquehanna, 
Pa.  usually  keeps  around  40,000  linear 
feet  of  barn  wood  mb^bik" 
beams  and  100,000 
feet  of  board  on  hand 
to  meet  the  demand 
from  architects  and 
builders.  No  Home 
Depot  board  can 
touch  the  warmth  of 
their  reddish-gold  heart  pine.  The  Con- 
klins'  brown-gray  hemlock  floor  plank 
has  grains  you  can  lose  yourself  in. 

Farm  tools  likes  axes,  adzes  and 
froes — even  horses'  tails  swishing  against 
the  barn  door — have  all  left  their  marks, 
giving  the  wood  that  lovely  distressed 
look  that  comes  from  real  wear  and  tear. 
Now  you  know  why  Steven  Spielberg, 
Tom  Cruise  and  Vanna  White  all  got  their 
old  barn  wood  from  the  Conklins'  yard. 

Los  Angeles  architect  Richard  Landry 
has  incorporated  barn  wood  in  five 
houses  for  clients  in  the  past  two  years. 
None  of  them  wanted  their  whole  place 
done  in  barn  ("too  overwhelming,"  says 
1  andr)  I.  1  le  steered  them  toward  grace 
notes  such  as  a  planked  wall  or  a  ceiling 


John  Boy  ate  here:  an  oak  farm 
table  made  from  reclaimed  barns 


beam  in  a  living  room. 

But  Landry  went  barn-crazy  for  h 
own  4,600-square-foot  Malibu  Canyc 
house.  He  disassembled  two  entire  ban 
a  couple  of  miles  from  his  boyhoc 
home  in  Berthierville,  Que.,  and  had  tl 
wood,  mostly  poplar,  trucked  4,000  mil 
to  southern  California.  He  clad  tl 
house's  interior  with  retooled  plan! 
turned  silvery  satin  from  a  century 
wind  and  rain.  "You  can't  distress  ne 
wood  to  look  like  this.  It  has  warm 
lines  and  a  randomness  to  the  way  i 
messed  up,"  he  says. 

What's  to  stop  £ 
this  wood  recyclin 
Some  avid  barn-hu 
gers.  Since  1987  tl 
Barn  Again!  program 
the  National  Trust  f< 
Historic  Preservatic 
has  been  educatir 
farmers  about  how  to  earn  tax  credits  1 
restoring  their  barns.  States  have  ah 
landmarked  hundreds  of  barns.  But  the 
tend  to  be  architectural  gems  like  Williai 
Nolan's  red-roofed,  cupola-toppe 
round  barn,  built  in  1918  in  Pontiac,  II 
Several  states  with  strong  rur 
economies  have  also  formed  ban 
preservation  groups  to  keep  their  stru< 
tures  down  on  the  farm.  Charles  Lawt 
the  Wisconsin  Barn  Preservation  Initii 
tive  has  a  1,500-name  mailing  list  an 
turns  away  overflow  crowds  from  h 
"barn-preservation  workshops."  So  t 
no  one  has  lain  down  in  front  of  a  bul 
dozer,  which  is  probably  what  it's  goil 
to  take.  Law  has  no  idea  how  tough  it  i 
to  find  a  really  nice  table. 
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Get  a  job! 
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www.BestJobsLISA.com 

All  levels  •  All  industries  ■  Hot  IT  positions  with  daily  updates  ■ 
On-line  job  fairs  •  Resume  postings  ■  Employment  Review"  features  • 
Salary  surveys  ■  Mergers,  acquisitions,  layoffs  ■  And  SO  MUCH  MORE! 


To  advertise  in  this  section  call  561-686-6800 


Why  32Milor^ComeTo  Visit 

Why  72,000  Of  Them  Stay. 


At  last  count,  6,000  a  month  are 
relocating  to  Ims  Vegas.  Why?  Las 
Vegas  offers  a  wealth  of  advantages 
few  American  cities  can  match.  One 
of  those  advantages  is  the  health  care 
provided  by  Sierra  Health  Services, 
comprising  Nevada's  largest  health 
maintenance  organization  and 
largest  multi-specialty  medical 
practice.  We  are  growing  to  keep 
pace  with  the  new  Las  Vegas.  If  you 
possess  afresh,  positive  altitude  and 
solid  work  ethic,  we  invite  you  to 
discover  the  rewarding  career  and 
lifestyle  you  deserve. 

Clinical 

Administration 

Information  Systems 

Claims 

Finance 


Sierra  Health  Services  features  an 
outstanding  new  benefits/ 
compensation  package.  We  offer 
sign-on  and  retention  bonuses  as 
well  as  relocation  packages. 
Additionally,  our  Las  Vegas  head- 
quarters allows  for  a  lifestyle  rich 
in  outdoor  recreation,  culture, 
sporting  events,  and  entertainment 
With  no  state  income  tax,  low 
utility  costs,  a  very  affordable 
housing  market,  and  over  300 
days  a  year  of  sunny  weather,  Las 
Vegas  ranks  in  the  Top  10  of  Money 
Magazine's  "Best  Places 
To  Live".  Interested? 

Fax:  (702)  869-4160. 
E-mail  (in  plain  text  format): 
Careers@sierrahealth.com. 

www.sierrahealth.com 


SIERRA  HEALTH  SERVICES,  INC. 

The  Right  Move  For  All  The  Right  Reasons. 

EOE 


We'll  pay 


a  premium 


for  talent. 


Susquehanna  Partners,  GP  is  a  proprietary 
trading  firm  active  in  global  markets.  SP  is 
recognized  for  its  expertise  in  the  trading, 
pricing  and  risk  management  of  derivative 
products,  equities,  equity  indices,  fixed 
income  securities  and  currencies.  We  are 
seeking  individuals  to  fill  numerous  positions 
in  our  rapidly  growing  business.  All  positions 
are  at  our  suburban  Philadelphia 
headquarters. 


We  think  it's 


a  good  trade. 


401  City  Avenue,  Suite  220  •  Bala  Cynwyd,  PA  19004 
fax:  610.617.2689  •  recruiting@susq.com  •  EOE  M/F/D/V 


•Software  Engineers 
•Network  Engineeers 
•Fundamental  Analysts 
•Sales  Traders 


•Systems  Administrators 
•Business  Analysts 
•Options  Market  Analysts 
•Nasdaq  Traders 


For  more  information  visit  www.susq.com. 
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Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  In  Common  Stocks. 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55. 

Available  only  once  every  three  years  to  any  household.  SPECLAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 

price.  SI  2.001.  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  Illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  ideas  from  Industry 

professionals  on  50  special  topics,  including  tax  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Tree  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL  TOLL-FREE   1-800-535-9651 

BONUS  CODE   516NFWA01     Amencan  Express.  MasterCard.  Vsa  or  Discover 

24  hours  a  day.  7  days  a  week  II  you  are  not  completely  satisfied  return  all  materials 

in  good  condition  within  30  days  from  the  start  of  your  trial  subscription  lor  a  full 

refund  of  your  fee  Allow  4  weeks  tor  delivery  Foreign  rales  upon  request 

Order  Online  at  www.valuellne.com/ada/f5anr 

The  Value  Line  Investment  Survey* 

PO  Box  3988.New  York  MY 

10006-3968 
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(800)774-9797    (801)304-! 
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Going  Public? 


1)  Control  the  IPO  Process. 

2)  Negotiate  highest  value. 

3)  Reduce  costs/aggravation. 

The  IPO  DealMakers  system 
will  work  for  you! 

www.  ipodealmakers.  com 
1-410-810-3731 
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Call:  1-800-827-8388 

or 
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Rid  your  home  of  varmints  and 
pests  once  and  for  all,  with... 

Rodelsonix  IX 

only  $69^* 

*But  read  this  ad  for  an  even  better  deal! 

Mice,   rats,   roaches,   bats, 
fleas,  spiders  and  other 
pests  and  varmints  make 
life  miserable  at  home  or  at  the 
plant.  Old-fashioned  traps  and 
poisons   get  rid   of  them — but 
only  temporarily.   Rodelsonix  IX 
delivers  a  tremendous  blast  of  ultrasound — inaudible  to  you  and  your 

?ets — that  totally  disrupts  the  nervous  systems  of  these  critters, 
hey'll  leave  your  home  within  just  a  few  weeks — and  they'll  never 
return.  Rodelsonix  IX  is  an  industrial-type  unit,  designed  and  engi- 
neered to  be  effective  in  restaurants,  factories  and  food-processing 
plants.  It  protects  up  to  10,000  sq.  ft.  (70,000  cu.  ft.).  It  has  six  vari- 
able pitch  and  "loudness"  settings.  You  can  even  use  it  outdoors  to 
keep     larger     pests,     such     as     raccoons     or     rabbits     at     bay. 

*And  here  is  the  "even  better  deal":  Buy  two  Rodelsonix  IX  for  $139.90  and 
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You  may  order  by  toll-free  phone,  by  mail,  or  by  fax  and  pay 
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#1007F520.  Add  $4.95  for  one  or  $9.90  for  three  ship. /ins. 
and  sales  tax  for  CA  delivery.  You  have  30-day  refund  and 
one-year  warranty.  We  do  not  refund  postage.  For  customer 
service  or  wholesale  information,  please  call  (415)  643-2810. 


2360  Third  St.,  San  Francisco,  CA  94107 
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S100K  -  S15MM  to  Buy  or  Sell 

FREEMAN  &  ASSOCIATES,  INC 

800-798-5189  Fax:  (919)874-0905 

E-mail;  freeman@freroan-assoc.com 

http://www.freeman-  assoc.com 


Business  Opportunities 


I  NEVADA  &  OFFSHORE 

CORPORATIONS 


Asset  Protection,  Privacy,  Tax  Free 
|  ♦Licensed  Offices:  Las  Vegas -Nassau 
Credit  Cards.  Bearer  Shares,  Banking 


ORDER  BY  I'HOSE  FREE  ISFO 

1-800-997-2550 


AKE  BIG  $  S  S  mMMMMim 


.  1-800-336-3933 

I  Loan  Consultants.  Inc. 


tfM/t/«e  CIACKSIHWWSHICIOS 


1-800-S26-S5tt 

Isa/Canada 


www.glassmechanix.com 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 
•Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 
8QO.  423. 2993 


MAJOR  EXPANSION 


54  yr.  old  co.  is  no*  setting  up  ■ 
limited  number  of  dealers  to  market 
our  products.  This  is  a  no-nonsense 
opportunity  to  be  in  your  own  business 
and  make  70-80%  profit  Investment 
required.  Call  for  exciting  details. 


1-800-675-6144 


INCORPORATE 


In  TAX-FREE 
NEVADA  only  $495 

We  Inc.  in  all  50  Stales  &  Offshore 
ffa\  Visit:  www.incway.com 


800-959-8819  :4hrs 


THOUGHTS 

On  the  Business  of  Life 


i^jj  vidently  you  don't  know  that  we  are  living  in  a  new  world,  that  we  have  outgrown  all 
past  conditions  and  are  so  rich  that  it  is  inevitable  millions  of  people  will  speculate  in 
J^^—Jk  stocks"  one  successful  stockbroker  hurled  at  me  the  other  day.  I  take  with  more  than 
one  grain  of  salt  emphatic  assurances  that  stock  prices  can  never  fall  back  to  levels  formerly 
regarded  as  normal.  The  "impossible"  having  happened  in  the  money  market,  is  it  not  just  possible 
that  the  "impossible"  may  happen  in  the  stock  market?  —B.C.  FORBES  (APRIL  1929) 


Eyes,  you  know,  are  the  great  intruders. 
— ERVING  GOFFMAN 


The  eyes,  those  silent  tongues  of  love. 

—CERVANTES 


It  has  been  said  that  a  pretty  face  is  a 
passport.  But  it's  not,  it's  a  visa,  and  it 
runs  out  fast. 

—JULIE  BURCHILL 


At  50,  everyone  has  the  face  he  deserves. 
—GEORGE  ORWELL 


/  went  out  to  buy  a  kitchen  sink  and 
they  threw  everything  else  into  the  deal. 
—DAVE  WEINBAUM 


Men  go  shopping  just  as  men  go 
out  fishing  or  hunting,  to  see  how 
large  a  fish  may  be  caught  with 
the  smallest  hook. 

—HENRY  WARD  BEECHER 


/  don't  believe  one  grows  older.  I  think 
that  what  happens  early  on  in  life  is 
that  at  a  certain  age  one  stands  still 
and  stagnates 

— T.S.  ELIOT 


We  are  the  products  of  editing,  rather 
than  of  authorship. 

—GEORGE  WALD 


Biologically  the  species  is  the  accumu- 
lation of  the  experiments  of  all  its  suc- 
cessful individuals  since  the  beginning. 

—H.G.WELLS 


Whether  a  party  can  have  much  success 
without  a  woman  present  I  must  ask 
others  to  decide,  but  one  thing  is 
certain,  no  party  is  any  fun  unless 
seasoned  with  folly. 

—ERASMUS 


At  every  party  there  are  two  kinds  of 
people — those  who  want  to  go  home 
and  those  who  don't.  The  trouble  is, 
they  are  usually  married  to  each  other. 
—ANN  LANDERS 


A  healthy  male  adult  bore  consume, 
each  year  one  and  a  half  times  his  o 
weight  in  other  people's  patience. 

—JOHN  UPD 


He  was  dull  in  a  new  way,  and  that 

made  many  people  think  him  great 

—SAMUEL  JOHNS 


Underpressure,  people  admit  to  mun 

setting  fire  to  the  village  church  or  rol 

bing  a  bank,  but  never  to  being  bores. 

— ELSA  MAXW! 


The  age  of  chivalry  is  past.  Bores  ha 
succeeded  to  dragons. 

—BENJAMIN  DISRA 


It's  a  dog-eat- dog- food  world. 

—GREG  GO 


A  Text  ... 

For  we  are  but  of  yesterday,  am 
know  nothing,  because  our  day 
upon  earth  are  a  shadow. 

—JOB 

Sent  in  by  Ben  C.  Fowler  Jr.,  Macon, 

What's  your  favorite  text? 

More  than  14,000  "Thoughts,"  arranged  alphab 
by  subject,  are  available  in  a  900-page,  one-i 
deluxe  edition,  Forbes  Book  of  Quotations:  Thou, 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  s 
and  $1  per  item  for  handling  (add  applicable  s 
To  order,  please  call  toll-free,  1-800-876-6556. 
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Help 


Annoyed 


Confused 


Frustrated 
Desperate 


Despondent 


Suicidal 


©2000 


Is  it  us,  or  wasn't  technology  supposed 
to  make  things  easier? 


It  still  can.  All  it  takes  is  a  better  model.  Now  you  can  have  the  leading  application  software  delivered  as  a  service  by  the 
leading  application  service  provider.  USinternetworking  partners  with  Aribaf  BroadVisionf  Lawson,'  Microsoft;  Niku,1 
PeopleSoff  and  Siebel  Systems^  to  bring  you  the  best  application  software  over  our  own  state-of-the-art  network.  We  take  total 
responsibility  for  every  aspect  of  your  application  from  implementation  to  support-all  with  our  own  employees,  all  for  a  flat  monthly 
fee.  Yes,  technology  can  make  things  easier.  And  we  can  help.  For  more  information, call  1-800-874-691 8  or  visit  www.usi.net/easy. 


USi 


Making  software  simple. 


Corporation  Intel  is  a  registeredBrad«mark  ot  Intel  Corporation 


fear  of 


is  rep 


of  success 


in- 


before  the  global  reach  of  the  internet,  businesses  had  to  worry  whether 
customers  would  show  up.  now  the  cause  for  concern  is  when  they  do.  all 
together,  in  droves,  in  the  volume-dense  surge  economy,  the  pressure  to  perform 
has  never  been  more  intense,  to  meet  these  demands  head-on,  intel  is  launching 
a  global  network  of  state-of-the-art  internet  data  centers,  now  any  company 
can  quickly  gain  the  advantages  of  an  e-business  without  going  through  the 
contortions  of  one.  the  same  people  and  technology  that  make  intel  a  $1-billion- 
a-month  e-business  are  at  the  heart  of  intel  online  services,  so  while  you're 
generating  traffic,  you  can  be  assured  that  intel  will  handle  it  when  it  comes  in. 
because  in  the  surge  economy,  the  problem  isn't  finding  customers,  it's  what  to 
do  when  they  find  you.  (solutions  for  the  surge  economy  -t  intel.com/go/ebizj 
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You  won't  believe  what  you  can  do  with  ReplayTV.  It's  not  a  VCR,  it's  a  digital  television  recorder,  so  you  can  actually  pause  live 
television,  and  do  your  own  live  instant  replays.  It  also  has  a  search  engine,  so  you  can  punch  in  a  keyword,  say  "Golf,"  and  it 
will  find  and  record  any  golf  program  that  comes  on — all  without  videotape.  Or  you  can  just  punch  in  the  name  of  your  favorite 
show  and  let  ReplayTV  find  it  and  store  every  episode,  so  you'll  never  miss  it  again.  If  you  had  ReplayTV,  what  would  you  do? 


Call  us  at  877-replaytv  or  visit  www.replaytv.com 


f   r  J  replay         some  televisions  have  all  the  fun. 


Available  at  Best  Buy,  Circuit  City  and  Amazon.com 


A  T  I  O  N 


Today,  providing  professional  online  learning  takes  more  than  a 


eb  site.  It  takes  sound  instructional  design,  relevant  and  engaging  courses,  and  a  choice  of  learning  methods. 

takes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively  for  the  Web.  Element  K  offers 

istructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference  library  and  dynamic  interaction  with  experts 

ind  peers.  Element  K  hosts  a  rich  learning  environment  integrated  with  a  powerful  learning  management  system. 


Jnlock  the  power  of  knowledge.  Experience  www.elementk.com 


formerly  ZDU.com 
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Departments 


16 

Editorial  Index 

36    On  My  Mind 

20 

Side  Lines 

39    Fact  and 

24 

Readers  Say 

Comment 

30 
32 

Informer 

Follow- 
Through 

44    Other 
Comments 

49    Commentary 

32 

Flashbacks 

51    Digital  Rules 
384  Thoughts 

OutFront 

52     Hung  Up  The  scary  stuff  Lucent, 
Cisco  and  the  other 
telecoms  are  doing  to  get  sales. 
By  Seth  Lubove 

54     Doped  Why  Maine's  and 
Vermont's  plans  to  regulate 
prescription  drug  prices  will 
never  work.  By  John  Gorham 

56     Easy  Go  How  one  man  lost 
$38  billion  in  three  months. 
By  Benjamin  Fulford 

58    A  Tree  Falls  Leverage  made 

Conseco's  Stephen  Hilbert  rich 
for  a  long  while.  No  longer. 
By  Bernard  Condon 

60    Spin  Control  Say  good-bye  to  the 

sink  puppet.  Panicked  dot-com 
firms  are  canceling  ads. 
By  Melaine  Wells 

62    South  of  the  Border  When 

nobody  was  looking,  Ivlexico 
became  an  industrial  heartland. 
By  Leigh  Gallagher 

64    The  $13  Billion  Honey  Pot  Ned 
fohnson's  plan  to  retain 
1  ulelity's  star  managers. 
By  Jack  Egan 


68 


71 


Companies,  People,  Ideas 

Biker  Battle  Honda's  hogs  fall 
behind  Harley-Davidson's. 
By  Kelly  Barron 

Cork  and  Dump  Trading  wine 
online  for  illegal  fun  and  profit. 
By  Silvia  Sansoni 
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76    The  Clawback  A  devious 
congressional  scheme  to 
ensnare  anyone  with  gambling 
losses  or  state  tax  refunds. 

.  By  Dan  Seligman 

78    Creative  Giving  I  Donor's  Intent 

Courts  are  starting  to  get  tough 
with  nonprofits  that  play  fast 
and  loose  with  your  gifts. 
By  Brigid  McMenamin 

COVER  PHOTO  BY  DANIEL  BYRNE 


Webucation 

Some  smart  investors  are  betting  big  bucks  that  Peter  Drucker 
is  right  about  the  brilliant  future  of  online  adult  education. 
By  James  W.  Michaels  and  Dirk  Smillie 

The  Alchemists  of  Energy 

Time  and  time  again  investors,  congressmen  and  the  general 
public  get  swept  off  their  feet  by  crackpot  schemes  to  create 
free  energy.  Why?  In  this  adaptation  from  his  new  book, 
Voodoo  Science,  a  professor  of  physics  at  the  University  of 
Maryland  blames  the  media. 
By  Robert  L.  Park 

Voodoo  Science  and  the  Power-Line  Panic 

The  American  public's  feeble  grasp  of  science  and  statistics 
makes  it  easy  prey  for  scaremongers. 
By  Robert  L.  Park 

The  Madness  of  Crowds 

Today's  market  is  driven  by  investors  controlled  more  by  their 
guts  than  their  heads.  And  that  should  scare  everyone. 
By  Scott  Woolley 

9  The  800  Top  Paid  CEOs 

Here's  the  scoop  on  chief  executive  pay.  We  refute  the  popular 
notion  that  options  have  linked  the  top  guy's  pay  with  share- 
holder returns.  The  story  on  page  218  tells  the  tale  of  bosses 
who  have  lost  great  wealth  because  of  their  stock.  The 
definitive  pay  list  begins  on  page  224.  A  listing  of  their 
resumes  starts  on  page  264. 


Was  your  last 
raise  above  or 
below  what 
most  CEOs 
received? 


Charticle  I  A  New  Golden  Age? 

Maybe  so.  But  it's  happened 
before — and  ended  before,  too. 
By  Peter  Brimelow 

Service  Call  Jiirgen  Schrempp's 
plan  to  boost  DaimlerChrysler's 
middling  earnings. 
By  Christopher  Watts 

4 |  Net  Knowledge  Thanks  to  the 
Internet,  adult  education  may 
become  our  greatest  growth 
industry.  By  Peter  Drucker 

Insights  I  Oil,  Money  and  Pollution 

By  Peter  Huber 

Poor  No  More  Forget  IMF  loans 
and  World  Bank  bailouts.  How 
about  a  good  recorder  of  deeds? 
By  Kerry  A.  Dolan 

53   Lawn  Order  Lesco  puts  down 
serious  roots  in  the  turf 
business.  By  Brandon  Copple 


156  The  Forbes  Lunch  I  The  Boss'  Boss 

A  talk  about  the  price  of  the 
Yankees.  By  Dyan  Machan 

158   Fortress  Europe  Consolidation  of 
the  European  defense  industry 
isn't  working  out  the  way  the 
U.S.  had  hoped.  By  Howard  Banks 

164   Busy  Signal  France's  Alcatel  can't 
catch  up  in  the  North  American 
telecom  equipment  market. 
By  Heidi  Brown 

168  Point  of  View  I  Finding  Safety 

By  Steve  H.  Hanke 

182  Party's  Over  The  dot-com  mess 
hit  the  venture  capital  commu- 
nity like  a  cold  towel  to  the  face. 
By  Luisa  Kroll 

183  Overhangover  Dumping  of 
insider  stock  contributed  to  the 
recent  Nasdaq  spill.  There's  a  lot 
more  to  come.  By  Robert  Lenzner 


184   Buckle  Up  Hold  on  tight.  The 
markets  will  swoon  again. 
By  Elizabeth  Corcoran 

188  Sunk  Stock  Worthless  options 
force  high-tech  firms  to  choose 
between  profits  and  employees. 
By  Elizabeth  MacDonald 

Entrepreneurs 

322  Got  Soy?  Steven  Demos  is  selling 
soy  as  something  that's  good  for 
you.  Too  bad  it's  yucky. 
By  Lea  Goldman 

324  Spreading  the  Wealth  Venture 
capital  has  become  a  national 
phenomenon.  By  Doug  Donovan 

326  Snapshots  The  world's  best- 
known  photographs  come  from 
one  of  two  Seattle  companies. 
Here's  how  they  make  a  buck. 
By  Christopher  Helman 
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Entrepreneurs 

(coirinued) 

328  Game  Boy  Can  Alan 
Milosevic's  software 
deliver  a  death  blow 
to  the  competition? 
By  Michael  Maiello 

332  Rap  Rags  Ecko's  hip- 
hop-style  clothing 
tackles  the  suburban 
mall  challenge. 
By  Rob  Wherry 

Technology 

334  Browser  Bashers 

Someone's  finally  trying  to  do 
something  about  the  ugly, 
unreliable  Web.  By  Daniel  Lyons 

338  URLazy.com  Web  sites  that  post 
free  lecture  notes  are  drawing 
heavy  fire  from  the  Ivory  Tower. 
By Adrnnnc  Sanders 

342  Is  That  a  Qwerty  in  Your  Pocket? 

Computers  shrink,  but  a  hand  is 
forever.  That  spells  opportunity 
for  the  inventive  Robert  Olodort. 
By  Scth  I  above 

344  Module  Mania  Handspring  fights 
Palm  with  modems  and 
cameras.  By  Nicole  Ridgway 


348  Tuned  In  Terion  has  a  novel 
way  to  keep  track  of  moving 
trucks:  bounce  signals  off 
the  ionosphere. 
By  Chana  R.  Schoenberger 

350  Software  Horizon   Across  the 
Great  Divide  By  Joseph  R.  Garber 

354  Digital  Tools   Stars  in  Your 
Spreadsheet  By  Stephen  Manes 

Money  &  Investing 

358  What  Goes  Up ...  aim's  Charles 
Scavone,  a  master  of  earnings 
momentum,  now  makes  money 
shorting  stocks  that  crash. 
By  Daniel  Fisher 


360  The  Grasshoppers  Some  tech 
fund  managers  don't  keep  much 
rainy-day  money  around.  Watch 
out  if  a  prolonged  downturn 
comes.  By  James  M.  Clash 

362  Bargains  and  Dogs  Exhausted  by 
volatility?  Many  Old  Economy 
household  names  in  Europe  are 
trading  for  a  song.  By  Deborah  On 

364  Grease  Monkey  Small-cap  value 
manager  James  Larkins  revels  in 
grimy  companies  like  auto  parts 
suppliers  and  jet  engine  makers. 
By  Mary  Beth  Grover 

366  Streetwalker  E.W  Scripps; 

Hormel  Foods;  Delaware  Group; 
Russ  Berrie  &  Co.;  Delphi  Auto- 
motive Systems;  Continental 
Airlines. 

368  Markets  &  Forecasts 

372  The  Harder  They  Come  Perfor- 
mance update:  The  tech  funds 
that  earned  honor  grades  when 
the  market  was  rising  got  Ds  and 
Fs  during  the  selloff. 

By  Steve  Kichen 

373  The  Contrarian  I  Nasdaq: 

a  Requiem  By  David  Dreman 

374  Stock  Trends  !  The  Bull  Market 

Lives  By  Laszlo  Birinyi  Jr. 

375  Financial  Income  Strategy  I 
Sanctuary  in  Corporates 

By  David  P.  Goldman 

Forbes  Life 

376  Shelter  I  McMansions  The  plea- 
sures of  a  turnkey  mansion.  It 
comes  complete  with  sheets  on 
the  bed  and  wine  in  the  cellar. 
By  Rene  Chun 

378  Music  I  A  Feel  for  Music  Evelyn 
Glennie  is  a  world-renowned 
percussionist.  She  happens  to  be 
deaf.  By  Albert  Innaurato 

380  The  Kovels  on  Collecting  I 

Think  Small  Arts  and  Crafts  has 
been  hot  for  20  years.  What's 
left?  Copper  pieces. 
By  Ralph  and  Terry  Kovel 


By  Mail:  Forbes  magazine,  60  Fifth 

Avenue.  New  York.  N.Y.  1001 1 
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a  stack  full  of  needles. 


When  all  of  your  data 
looks  the  same, 


make  the  data  you 
need  look  different. 


icroso 


nftH 

Mcroolt  Of  fa*  AppAcsDon 


All  of  your  business  data  is  valuable,  but  all  of  your  business  data  looks  the 
same.  How  do  you  find  the  information  you  really  need?  Well,  if  you've  got 
Microsoft3  MapPoint"  business  mapping  software,  you  dive  right  in.  Using 
current  geographic  and  demographic  data,  you  can  literally  see  in  graphic 
form  what  wasn't  so  clear  before,  and  pull  out  that  nugget  you  might  have 
missed  that  will  make  your  business  decision  the  right  decision. 

And  MapPoint  is  more  than  just  a  simple  data-mapping  tool.  You  can 
locate  your  customers,  display  sales  data  or  identify  emerging  trends 
and  opportunities  in  your  business.  And  whether  your  data  comes  from 
a  pile  of  paper  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for 
you.  There's  never  been  a  tool  quite  like  it.  So  get  in  there  and  get  to  work. 
It's  amazing  how  different  one  needle  can  look  from  another.  Come  visit 
www.microsoft.com/mappoint  and  let's  get  started. 
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You  can  always  tell  the  investor  whi 


They  feel  smarter,  more  informed,  more  in  control.  Could  you  benefit  from  straightforward 
portfolio.  Find  out  how  you're  doing,  and  whether  you  could  be  doing  better.  Charles  Schwab.  Cre\ 


L 


Schwab  brokerage  account  to  receive  the  Schwab  Portfolio  Consultation™  Your  account  will  be  a  brokerage  account  and  not  an  investment  advisory  account.  ©  2000  Charles  Schwab  &  Co.,  Inc.  All  Rights  Reserved.  Member  SIPC/NYSE  (0300-5220) 


a  Schwab  Portfolio  Consultation1: 


m  investments?  Get  a  Schwab  Portfolio  Consultation™  It's  a  thorough,  objective  evaluation  of  your 
f  smarter  investors™  To  schedule  your  Schwab  Portfolio  Consultation™  call  1-800-790-3802. 

Or  visit  our  website  at  www.  schwa b.  com/portfolioanswers. 
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To  see  this  page,  go  to 

www.forbes.com/contents 


New  This  Issue 

Executive  Compensation  Visit  us  online  for 
the  largest,  most  definitive 
survey  of  executive  com- 
pensation; a  tabulation  of 
pay,  shareholdings,  back- 
ground information  and 
recent  changes  in  execu- 
tive wealth  of  the  top 
officers  of  all  the  Forbes 

W/-*^  500s  companies — nearly 
900  in  total. 

Riding  the  Bubble  The  In- 
ternet bubble  lost  a  lot  of  air  but  it 
didn't  pop — at  least  not  this  time. 
Shares  of  dot-coms  have  taken  a 
big  hit,  but  tiny  outfits  still  have 
multibillion-dollar  market  capital- 
izations. Forbes.com  looks  at 
where  this  turbulent  market  may 
be  headed. 

Critical  List  Drkoop.com  is  not  the  only 
health-related  Web  site  that's  fallen 
on  hard  times.  Find  out  why  over- 
crowding and  low  margins  may  be 
the  least  of  the  problems  faced  by 
online  drugstores. 

Another  Commodity  Forbes.com  reports 
that,  with  money  so  plentiful, 
venture  capitalists  are  finding  that 
it  takes  more  than  a  big  check  to 
cement  relationships  with  the  most 
promising  startups. 

Why  IBM  Should  Scrap  Desktop  PCs 

Although  IBM  left  the  retail  business 
in  1999,  it  still  sells  desktops  online. 
Forbes.com  argues  that  IBM  should 
quit  this  business  altogether. 
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Online  Columnists 


Simons 


Swartz 


Penenbcrgn 


DOUble  Take  "What  I  bought  and  why."  In  the  midst  of  April's  stock 
market  mayhem,  columnist  David  Simons  bought  Internet  stocks  that 
no  one  was  talking  about — Internet  service  providers,  such  as  Internet 
America  and  PSINet,  and  companies  controlled  by  cable  TV  moguls, 
and  others.  Find  out  his  surprising  reasons  for  these  purchases. 

JllSt  BrOWSing  So  what  now?  Forbes.com  Internet  reporter  Jon  Swartz| 
asks  what  the  dot-com  stock  slide  means  for  online  employees, 
investors  and  Silicon  Valley  realtors. 

Virtually  True  Internet  entrepreneurs  may  no  longer  have  the  same  net  j 
worth  they  had  a  few  weeks  ago,  but  that  hasn't  dampened  their  desire 
to  help  out  those  less  fortunate.  FORBES  magazine  Senior  Editor  Adam 
L  Penenberg  looks  at  some  of  the  creative  and  generous  solutions  being  j 
applied  to  age-old  problems. 


J 


' 


T 
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Wednesday  is  Yahoo  FinanceVision  day 
for  our  Silicon  Valley  staff.  Join  us  for  the 
latest  views  and  insights  on  the  Internet, 
computers  and  telecommunications. 
Among  upcoming  guests:  Forbes.com 
Internet  reporter  Jon  Swartz  and 
telecom  reporter  John  Shinal.  Scheduled 
events  are  listed  on  our  home  page. 


In  two  weeks  of  volatile  trading  the  300 
companies  in  the  Forbes  Internet  universe 
lost  $200  billion  in  market  value,  yet  this 
group  of  stocks  is  still  richly  priced.  How 
rich?  Take  a  look  at  our  tabulation  of  the 
cumulative  sales  and  losses  (or  profits)  on 
all  300  stocks  since  they  became  public 
by  following  the  link  on  the  top  of  this  page 


The  300-horsepower  GS400.  It's  fast.         the  relentless  pursuit  of  perfection.  QC-J 
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HOt  StOCkS  Who  or  what  is  the  culprit  behind  markel 
volatility?  Alan  Greenspan?  The  tax  code?  My  nomination  i; 
the  microchip.  First,  it  gave  rise  to  a  productivity  revolutior 
that  inspired  millions  of  Americans  to  seek  instant  riches  ir 
technology  stocks.  Next,  the  chip  brought  us  the  $10  onlini 
commission,  and  with  it  a  feverish  increase  in  trading  vol- 
ume. Humming  at  600  megahertz,  the  Nasdaq  now  races  u\ 
or  down  in  a  day  as  far  as  it  used  to  go  in  a  week. 

And  who  is  going  to  profit  from  all  this?  Probably  not  th< 
amateur  day  traders.  But  middleman  Goldman  Sachs  will,  i 
for  no  other  reason  than  that  it  owns  so  many  of  thos< 
microchips.  The  firm  will  spend  $1.6  billion  this  year  oi 
technology.  Neil  Weinberg  tells  how  this  will  affect  your  port- 
folio in  "Fear,  Greed  and  Technology,"  on  page  170. 

ufCdSy  StOCkS  If  you  are  one  given  to  deplore  the  tec 
stocks  with  three-digit  earnings  multiples,  don't  run  fron 
the  market  in  despair.  There's  a  nice  auto  repair  company 
you  can  get  at  ten  times  earnings.  Understand,  Monro  Muf- 
fler is  no  momentum  stock.  It  is  never  going  to  be  tradinj 
at  $300,  for  no  better  reason  than  that  it  was  trading  at  $2CX 
just  a  short  while  before.  But  if  it  sells  enough  lube  jobs 
will  help  pay  for  your  retirement.  Mary  Beth  Grover  talk 
about  Monro  and  other  stocks  like  it  in  "Grease  Monkey,' 
on  page  364. 

Perpetual  Motion  Machines  it  has  been  known  fa 

more  than  a  century  that  things  like  engines  fueled  by  ta 
water  are  thermodynamically 
impossible.  But  when  someone 
claims  to  have  invented  one  he 
gets  media  attention  and  even 
serious  venture  capital.  Robert 
L.  Park,  author  of  the  forthcom- 
ing book  Voodoo  Science,  blames 
reporters.  They  are  either  too 
gullible  or  too  sensationalistic  to 
protect  the  public  from  scientific 
nonsense.  Read  the  book  adap- 
tation on  page  117;  if  it  whets 
your  interest,  you  can  get  the 
whole  thing  soon  from  Oxford 
University  Press  for  $25. 


Something  for  nothing:  a 
self-powered  waterwheel. 
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Life  is  full  of  compromises.  This  isn't  one  of  them, 
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With  its  vast  cabin,  superb  performance  and  intercontinental  range, 
the  Envoy  7  is  everything  you  want  in  a  business  jet. 
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AEROSPACE 


The  new  TT  Roadster  •  225  hp,  6-speed  manual  with  quattro®  all  wheel  drive,  or  180  hp,  5-speed  manual  with  front-wheel  drive 


Visit  our  website  or  cell  1  800  FOR  AUDI  (or  more  information   "Audi,"  "quattro,"  and 
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Watch  Out 

After  reading  "Luxe.com"  (May  1,  p. 
128)  I  was  shocked  that  such  a  one- 
sided article  could  appear  with  what 
can  only  be  viewed  as  a  lack  of  edito- 
rial review.  The  article  reads  as  though 
it  were  written  by  the  public  relations 
department  of  Ashford.  What  is  even 
more  astonishing  is  the  dismissive  at- 
titude and  pejorative  language  used  in 
dealing  with  anyone  FORBES  or  Ash- 
ford doesn't  agree  with. 

A  number  of  supposedly  "new" 
watches  Rolex  purchased  from  Ash- 
ford were  discovered  to  be  "used"  or 
consisted  of  not-entirely-genuine 
Rolex  parts.  Rolex  has  a  reputation 
for  quality  and  excellence,  and  its  of- 
ficial jewelers  are  carefully  selected  to 
further  that  tradition.  Ashford  is  not 
part  of  that  tradition. 

WALTER  FISCHER 

Chief  Executive,  Rolex 

New  York,  N.Y. 

As  we  reported  in  the  story,  similar  al- 
legations are  the  subject  of  a  lawsuit 
(by     a     Rolex     jeweler)     against 


Ashjbrd.com. 
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Red  Scare 

1  agree  with  Caspar  Weinberger 
("Tilting  Toward  Beijing — And  Mrs. 
Clinton,"  May  1,  p.  49)  that  miscalcu- 
lations over  China  by  the  Clinton  ad- 
ministration are  great.  If  China  were 
to  conquer  Taiwan,  the  U.S.-Japan  se- 
curity alliance  would  be  demolished. 
lapan  and  South  Korea  will  then  ei- 
ther go  nuclear  or  become  China's 
protectorates. 

Our  forward  deployment  strategy 
would  collapse,  forcing  us  to  with- 
draw from  East  Asia.  While  an  inva- 
sion of  Taiwan  may  not  materialize 
before  Clinton  leaves  office,  assaults 
on  offshore  islands  can't  be  ruled 
out.  Even  such  limited  action  will 
damage  Taiwan's  morale  and  our 
reputation  as  the  guarantor  of  peace 
and  democracy. 

JAY  LOO 
Lansdale,  Pa. 


Debt  Picture 

I  just  finished  reading  "Jimmy's 
List"  (Apr.  17,  p.  198).  I'm  confi- 
dent Chase's  Jimmy  Lee  is  a 
bright  man,  but  I  hope  he  does 
not  believe  all  the  hype  you  wrote 
about  him.  I  worked  through  the 
farm  credit  debacle  in  the  early 
1 980s  and  the  real  estate  crash  in 
Arizona  later  that  decade.  There 
was  one  common  element  to 
both  cases:  overly  optimistic  ex- 
pectations led  to  excessive  lever- 
age and  imprudent  lending. 

Lee's  strategy — mega-LBO's 
led  by  Chase  with  risk  spread  out 
to  many  banks — might  bode 
well  for  Chase,  but  it  does  not 
bode  well  for  the  overall  health 
of  the  economy.  Too  much  debt 
is  simply  too  much  debt. 

RANDALL  D.  REICHMANN 
CanneL  Ind. 


Creative  or  Controversial? 

"Maverick  No  More?"  (Apr.  17,  p.  66), 
your  recent  article  on  advertising 
agency  Fallon  McElligott,  was  unfair. 
Neither  Patrick  Fallon  nor  the  agency 
which  bears  his  name  is  perfect.  Who 
is?  Yes,  some  of  their  creative  work  is 
controversial — to  some  it's  brilliant; 
to  others,  ill-advised.  But  it's  without 
any  debate  that  the  agency  has  been  a 
breeding  ground  for  some  brilliant 
strategy  and  creative  artistry.  The  for- 
mer is  more  difficult  to  investigate 
without  talking  to  clients;  many  long- 
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t's  no  surprise  that  the  top  U.S.  equity  issues 
his  quarter  were  for  new  economy  companies 

"hat's  not  all  they  had  in  common. 


US$2,S20,000,000 
Geoentech,  Inc. 


Ml  tharts  told  by 
R<whr  Holrlini.'-.  In.  . 


LSS2.19b.000.000 


US$2,263,000,000 
CORNING 


What  three  of  the  largest  four  equity  issues  this  quarter  shared 


was  a  high  level  of  service  and  execution  from  J. P.  Morgan. 


We  were  bookrunner  for  these  new  economv  innovators  — 


Genentech®  in  biotechnology,  NETWORK  SOLUTIONS 


Internet  services,  and  CORNING  in  telecom. 


We  continue  to  provide  them  with  advice,  research,  and 


support.  We  dominate  the  after-market  trading  in  all  three. 


Hows  that  for  client  focus  and  follow-through? 


jpmorgan.com 


e  securities  have  been  sold.  This  announcement  appears  as  a  matter  ol  record  only.  J. P.  Morgan  Secunties  Inc.  is  a  member  ol  SIPC  J.P-  Morgan  Securities  Ltd  is  a  member  ol  the  London  Stock  Exchange  and  i 
by  the  SFA  ©2000  J.P.  Morgan  &  Co.  Incorporated  J  P.  Morgan  is  the  marketing  name  lor  J.P  Morgan  &  Co  Incorporated  and  its  subsidianes  worldwide 
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www,  flex  jet,  com 


THE  EARLY  BIRD 

Air  traffic  isn't  a  problem  when  you're  5,000 
feet  above  it.  And  competition  isn't  a  prob- 
lem, when  you're  light  years  ahead  of  it.  The 
Learjet  31A®  is  simply  the  best  business  jet 
in  its  class,  but  you'd  expect  nothing  less 
from  the  leaders  in  business  aviation.  We 
build  and  service  all  our  aircraft,  and  make 
sure  each  is  among  the  newest  in  the  sky. 
Honestly,   our  competition   can't   compete. 
And  a   Learjet  31A  will  start  making  you 
feel  the  same  about  yours.  For  information 
about  the  many  affordable  benefits  of  Flexjet 
fractional  ownership  call  1-800 -FLEXJET. 


FLEXJET 

we  build  the  aircraft 


BOMBARDIER 

AEROSPACE 


Flexjet  is  a  Bombardier  Aerospace  program. 


Confirm  your  gut  reaction 


QUICKTAKE     IT! 


Ask  a  few  hundred  people  if  they 
think  you're  on  the  right  track — from 
your  computer,  in  minutes,  via  the 
Internet — at  a  fraction  of  the  cost  of 
doing  it  the  old-fashioned  way. 

Select  your  precise  target  from 
people  all  across  the  Internet. 

Answers  tabulated  in  real  time — 
final  results  on  your  PC  in  just  hours. 
Need  answers  on  the  run?  Now  you 
can  view  results  on  your  Palm  VII 
anytime,  anywhere! 

Find  out  how  this  new  Internet 
tool  can  help  you  make  all  the 
right  moves. 

Get  online  at  www.quicktake.com- 


and  get  the  answer. 
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OuickTake.com 


Like  20/20  hindsight 
upfront/online"* 

New. 

View  results 
anytime,  anywhere. 
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term  and  representing  some  of  th 
world's  great  companies. 

EDWARD  JAY  PHILLIP 

Chairma 

Millennium  Import  Compan 

Minneapolis,  Mint 

A  Slurpee  With  Your  Pay 

In  "I  Got  It  @7-Eleven,"  (Apr.  3,  p.  5. 
you  said  Japanese  7-Eleven  stores  hav 
installed  a  Web-linked  system  that  al 
lows  customers  to  pay  bills  or  cas 
checks.  Who  would  have  thought  7 
Eleven  would  adopt  such  a  sophisti 
cated  system — run  by  their  minimur 
wage  employees — next  to  the  Slurpe 
machine? 

KELLIE  HAMILTO 
San  Diego,  Call 

Rethinking  Ted  Turner 

In  "The  Radical  Philanthropist"  (Ma 
1,  p.  114)  your  reference  to  Te 
Turner's  United  Nations  foundatio 
deserves  scrutiny.  The  mission  c 
Turner's  foundation  is  to  seek  out  an 
reward  excellence  within  an  impoi 
tant — yet  moribund — U.N.  bureai 
cracy  where  reform  has  been  n« 
glected.  I  would  argue  that  this  typ 
of  philanthropy  is  as  equally  radical ; 
that  of  Ebay's  Pierre  Omidyar. 

KATHLEEN  M.  RASMUSSE 
Seattle,  Was, 

Warranting  Explanation 

In  "MicroPanic"  (Apr.  17,  p.  60)  w 
questioned  why  SciQuest  had  change 
the  way  it  accounts  for  warrants  soi 
to  companies  like  DuPont  and  Do 
Chemical.  Turns  out  the  compar 
didn't — it  misstated  the  method  in  a 
SEC  filing  and  later  corrected  it. 

Bally:  a  Correction 

In  "Earnings  Alchemy"  (Apr.  17,  p.  23, 
we  incorrectly  stated  that  Bally  immed 
ately  records  as  revenue  the  entire  fee 
charges  new  members  to  join.  That  pra 
tice  was  discontinued  in  1997.  Bally  no 
recognizes  membership  fees  over  the  li 
of  the  membership. 
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Send  e-mail  to  readers@forbes.co 
Letters  should  include  the  authoi 
address  and  phone  number. 


Pirelli 


wins  in 

South 

Carolina. 


Team  South  Carolina  was 
Pirelli's  conduit  to  the  motivated 
and  technically  skilled  work 
force  critical  to  manufacture 
their  state-of-the-art  cabled 
fiber.  Today,  South  Carolina  is 
home  to  Pirelli's  largest  fiber 
optic  cable  plant  in  the  world  - 
where  production  has  quadrupled 
in  five  years. 

Find  out  how  Team  South  Carolina 
can  make  the  right  connections 
for  your  business. 

South  Carolina 
Department  of  Commerce 
800-868-7232 
www.teamsc.com 
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AROLINA 


We  perform.  You  win. 


A  new  way  of  thinking  about  life  sciences: 
From  understanding  the  secrets  of  life  to  creat 


One  of  the  secrets  of  life  is  that  all  life  i 
on  the  genetic  code.  Scientists  are  unscrambling  this  code  at  a  breathtaking  rate.  And  they're  using  their  increasing  knc 
to  develop  new  and  highly  effective  pharmaceuticals  for  treating  and  curing  diseases.  They're  also  helping  farmers  impn 
quality  and  yield  of  crops  through  integrated  crop  protection  and  production.  As  one  of  the  world's  leading  life  sciences  com 
we  see  biotechnology  as  a  key  to  groundbreaking  discoveries  which  in  the  future  will  improve  the  quality  of  life. 
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vations  for  the  future. 


Our  challenge  is  life. 
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Aventis  SA,  Strasbourg,  www.aventis.co 
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Call  It  a  Bed-and-Breakfast 

►  Playboy  Enterprises  is  now  renting  out  Los  Angeles'  infa- 
mous Playboy  Mansion  for  functions  at  $100,000  a  pop. 
Madonna's  Maverick  Records  and  startup  StreamSearch.com 
each  threw  parties  there  recently  for  400  guests,  who  got  to 
mingle  with  resident  editor-in-chief  Hugh  Hefner  and  his  fe- 
male posse.  With  the  stock  off  40%  this  year,  a  Playboy  flack 
says  the  affairs  boost  corporate  visibility.  But  some  neighbors 
in  the  exclusive  Holmby  Hills  enclave,  home  to  luminaries 
like  producer  Aaron  Spelling,  gripe  about  suddenly  living  near 
a  rented  banquet  hall.  — Totnas  Kellncr 

No  Nasdaq  Attack  on  This  Beach 

►  Fed  up  with  stock  market  volatility?  The  U.S.  Bureau  of 
the  Debt  has  begun  offering  Series  I  inflation  index  bonds  and 
EE  savings  bonds  for  sale  on  the  Web  by  MasterCard  or  Visa — 
with  no  extra  fees.  A  couple  buying  the  yearly  maximum 


$60,000  of  I  bonds  on  Capital  One's  all-airline  MilesOn 
card  instandy  earns  a  free  frequent-flier  trip — untaxed  fo 
now — to  Rio  worth  up  to  $1,200.  For  top  tax  bracket  I-bon 
buyers,  that  adds  about  3.3%  in  taxable-equivalent  return  t 
the  current  first-year  yield  of  6.98%.  — Janet  Novae 

Maybe  Mollie  Should  Be  the  Boss 

►Nashville-based  ballastmaker  MagneTek  is  taking  a  p.r.  ru 
this  month  with  publication  of  Mollie's  Job:  A  Story  of  Life  an 
Work  on  the  Global  Assembly  Line  (Scribner).  The  unabashedl 
liberal  book,  by  William  M.  Adler,  criticizes  MagneTek  an< 
boss  Andrew  G.  Calef  for  replacing  longtime  U.S.  assembly  lin 
workers,  including  tide  character  Mollie  James,  with  cheape 
labor  and  worse  working  conditions  in  Mexico.  Our  questior 
If  MagneTek  is  now  so  lean  and  mean,  why  is  the  stock  dow 
64%  in  two  years?  Says  a  spokesman,  "Our  competitors  hav 
been  reducing  costs,  too."  — W.P.I 

Wonder  Who  Manages  His  Money? 

►Tenacious  New  York  City  lawyer  Andrew  J.  Levanter  has  be 

come  a  mouthpiece  of  choice  for  prominent  money  me 
fighting  fraud  allegations.  Latest  client:  money-manager-tc 
the-stars  Dana  Giacchetto,  in  jail  on  charges  of  stealing  $4  mil 
lion  from  the  rock  band  Phish.  Since  leaving  a  prosecutor's  jo 
in  the  1980s,  Levander,  46,  has  counseled  tax  evader  Bernhar 
F.  Manko,  thieving  broker-dealer  David  Blech,  and  discipline 
fund  managers  David  J.  Askin  and  John  Kaweske.         — TJ 

Is  Tiger  Icon  Headed  for  the  Tank? 

►A  federal  appeals  court  has  held  that  Kellogg  Co.,  whose  Tc 
the  Tiger  (created  1952)  promotes  frosted  cornflakes,  has  a  vali 
trademark  infringement  lawsuit  against  Exxon  Corp.  over  its  n< 
name  tiger  emblem  (created  1959)  now  also  used  to  hawk  Wi 
Tiger  soda  at  Tiger  Mart  gas  convenience  stores.  The  panel 
versed  a  lower  court  that  had  tossed  the  case  on  the  groum 
Kellogg  filed  it  years  too  late.  — Ashlea  Ebelin 


Qh.  When  the  Saints  Come  Marching  Into  the  Economy 

The  Roman  Catholic  Church  has  acknowledged  more  than  1,100  patron  saints,  who  are  considered  to  be 
residents  of  heaven  able  to  intercede  on  behalf  of  a  specific  affinity  group.  Here  is  a  list  of  some  ancient  — 
and  modern— designations  closely  associated  with  white-collar  commerce.  —T.K. 


PROFESSION 

PATRON  SAINT  YEAR  DECLARED 

BACKGROUND                                                                          jgWy  |^^^Ba9*^' « 

Accountants 

Matthew  the  Apostle/ 1 400s 

Tax  collector  who  became  follower  of  Jesus           Jr^     1  af^^pV^Bk'"' 

Bankers 

Bernardine  of  Feltre/1728 

Opposed  usury  and  loan  sharks                            T         41  .         #^  " ^Lam* 

Businesspeople 

Homobonus/1199 

Said  God  let  him  work  in  order  to  help  the  poor  V      JUT  ^-^JA.aEja^ 

Lawyers 

Ivo  of  Kermartin/ 1 347 

Performed  free  legal  services  for  the  poor              A   aaa^BaaaaaflSaaVBAal 

Programming 

Isidore  of  Seville/ 1999 

Compiled  encyclopedia  of  ancient  knowledge      M 

Radio 

Archangel  Gabriel/  1920s 

Gave  Mary  the  news  she  would  bear  lesus             Jm 

Television 

<  hire  of  Assist  1958 

Image  of  a  church  service  appeared  on  her  wall     ^     ^^^"faW^ff 

Life  after  taxes:  Matthew. 
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What  Two  Companies  Are  Joining  Forces 

lb  Change  The  Way 

•    E-businesses  Communicate  With  Customers? 

Kana  And 
Silknet. 


w 


i 


?  E-business  ^   > 

»      Platform  m    ■ 

►  <o   * 

«      3      ..  • 


The  Internet  and  e-mail  have  given  e-businesses 
important  new  ways  to  interact  with  customers. 
Because  Kana  and  Silknet  believe  in  the  power  of  the 
online  customer  experience,  they're  teaming  to  deliver 
a  mission-critical  platform  and  suite  of  applications 
that  define  successful  online  customer  communications. 

The  combined  Kana  solution  improves  every 
important  facet  of  the  customer  relationship,  giving 
your  customers,  partners  and  your  company  a  360 
degree  view  across  all  the  marketing,  sales  and  service 
communications.    Kana  does  this  by  providing: 

•  A  range  of  powerful  communication  applications  and 
a  Web-architected  e-business  platform  designed  for 
rapid  integration  and  deployment. 

•  A  broad  communications  system  that  allows 
customers  and  partners  to  choose  where  and  how  they 
interact  with  your  company  by  integrating  communi- 
cations across  all  channels  —  whether  e-mail.  Web, 
phone  or  other  traditional  channels. 

With  more  than  450  customers,  including  twelve 
of  the  top  twenty  most  visited  sites  on  the  Internet,  the 
combined  Kana  solution  empowers  companies  to 
improve  customer  loyalty  in  a  world  where  the 
competition  is  only  a  mouse  click  away. 

Visitwww.kana.com/seminartoregisterforaFREEupcoming 
Web  seminar  about  the  combined  solution. 


COMPLETE  ONLINE 
CUSTOMER 


COMMUNICATIONS 


■ 


FOLLOW-THROUGH 


Edited  bv  Susan  Adam: 
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Paper  pauper:  Scient's  Robert  Howe. 


The  $47 
Million  CEO 

OUR  COVER  STORY  ON  SKY-HIGH  Ex- 
ecutive pay  packages  noted  that  compa- 
nies were  luring  talent  with  increas- 
ingly large  chunks  of  equity — some- 
times totaling  more  than  $100 
million.   After  the  April  market 
plunge,  those  chunks  were  worth 
a  lot  less.  Robert  Zollars,  chief  of 
business-to-business  medical 
products  seller  Neoforma.com, 
Jook  the  biggest  hit  of  the  group  we 
profiled.  His  package  tumbled  from  $310 
million  in  early  March  to  $47  million  on 
Apr.  18,  as  Neoforma  stock  cratered  85%. 
Cover  boy  Robert  Howe,  chief  executive 


Flashbacks 


75  YEARS  AGO  IN  FORBES  JULY  I, 1925 

Money  Can't  Buy  Brains  oUrRo<* 

efellers,  Camegies,  Flicks,  Vanderbilts,  Goulds,  Hills,  Harrimans, 
Astors,  Eastmans,  Stillmans,  Pullmans,  Fields  can  bequeath  enor- 
mous fortunes,  but  they  cannot  bequeath  brains.  Not  one 
Napoleonic  son  has  sprung  from  these  Titans,  not  one  son  who 
is  doing  gigantic  things  in  the  world  of  finance,  railroading  or 
business.  Today  90%  of  the  biggest  jobs  in  America  are  filled  by 

first-generation  leaders.  Is  there  not  encouragement  in  this  for  millions  of  earnest,  diligent,  ambitious  American 
workers  who  are  studying,  striving,  sweating  to  reach  the  top? 

65  YEARS  AGO  IN  F  ORB  E  S   SEPTEMBER  15.  1935 

DanK  On  IT  J.P  Morgans  Company  has  suffered  perhaps  more  than  any  other  international  firm 
under  the  Depression  and  the  revolutionary  legislation  inflicted  upon  bankers.  The  Comer  House  has  al- 
ways conducted  a  regular  banking  business  of  considerable  size  and  at  considerable  profit.  But  the  bulk  of 
its  millions  have  been  derived  from  underwriting  and  floating  huge  security  issues.  Under  the  New  Deal  it 
was  compelled  to  give  up  one  or  the  other  type  of  activity.  It  chose  to  do  regular  banking.  Laws  may  tem- 
porarily thwart  but  cannot  kill  brains,  ingenuity,  ambition,  resourcefulness. 
The  demise  of  the  1935  Glass- Steagall  Act  last  year  enabled  J.P.  Morgan  to  move  into  investment 
banking  again. 

25  YEARS  AGO  IN  F  0  R  BES    FEBRUARY  I.  1975 

l  NmSy  rUmiTUre  The  furniture  trade  has  a  name  for  it:  "borax."  The  inflated  come-on. 
Levitz  was  boraxing  in  the  stock  market  from  the  day  it  was  bom.  Just  as  borax  producers  used  flimsy  fur- 
niture to  sell  their  soap,  Levitz  used  flimsy  stock  to  increase  its  furniture  business.  But  that  furniture  was 
worth  something;  Levitz  as  a  company  was  never  worth  $1  billion.  Is  it  now  worth  as  little  as  the  market 
says— about  $30  million?  Is  Levitz  going  broke?  Faced  with  rough  competition  and  some  very  expensive 
leases,  about  the  best  that  Levitz  can  hope  for  is  a  kind  of  low-profit  survival. 
In  April  Levitz  announced  that  it  expects  to  emerge  from  bankruptcy  this  summer  by  teaming  up  with 
Seaman  Furniture. 
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of  Scient,  saw  his  stake  fall  45%  to  $28( 
million.  But  times  aren't  all  that  tougl 
for  these  head  honchos.  Of  12  chiefs  w» 
found  with  pay  packages  surpassing  $10( 
million,  only  four  have  fallen  below  tha 
waterline.  — Kerry  A.  Doha 

FEBRUARY  21,  2000 

Gene  Pooling 

EARLY  THIS  YEAR  WE  RAN  A  COVE1 
story  on  how  PE  Corp.  was  racing  to  de 
code  the  human  genome.  On  Apr.  6,  uV 
company  announced  that  subsidiar 
Celera  Genomic  had  sequenced  99%  o 
the  genome,  putting  it  first  in  line  t( 
grab  valuable  patents.  Celera  stocl 
jumped  on  the  news,  rising  31%  to  $15 
that  day.  The  upswing  was  short-lived,  t 
few  days  later  the  head  of  the  govern 
ment's  Human  Genome  Project,  wh< 
has  been  competing  with  Celera  to  fin 
ish  a  gene  map,  warned  that  the  com 
pany  would  need  another  two  to  thre 
years  of  research  and  testing.  Celera' 
stock  promptly  dropped  below  $80.  Cel 
era  is  sticking  to  its  claim  of  a  year-en< 
completion  date.      — Mary  Ellen  Ega; 

MAY  I,  2000 

Beam  Me  Up 

FIVE  DAYS  AFTER  OUR  SKEPTICAL  STOR 
on  wireless  optics  maker  Terabeam  wer 
to  press,  the  biggest  of  its  well-funde 
competitors,  Lucent  Technologies,  an 
nounced  a  deal  to  team  up  with  Tera 
beam,  investing  $450  million  worth  c 
cash  and  optical  gear  in  exchange  fo 
30%  of  Terabeam's  equipment  arm. 
was  a  huge  vote  of  confidence  in  Tera 
beam,  cutting  against  our  doubts  aboi 
the  company's  technology. 

It  is  also  a  curious  turn  of  events.  Lu 
cent's  engineering  staff  told  FORBES  the 
it  had  serious  questions  about  the  Tera 
beam  technology's  range  and  reliabilit 
While  Lucent  may  no  longer  be  a  threa 
there  is  another  big  competitor  on  th 
landscape.  AirFiber,  a  startup  backed  b 
Nortel,  just  announced  a  product  with 
very  different  architecture  tha 
Terabeam's.  — Scoff  Woolk 


Now  investment  property  professionals  using  the  Web 
can  protect  every  kilobyte  of  proprietary  information. 
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tar  Exchange.  Eighteen  billion  square  feet  of  property.  One  window."  Open  it  at  www.costargroup.com. 

1-877-7C0STAR 
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Isn't  it  time  for  a  more  intelligent  workplace? 

Internet,  voice  and  video  services  over  a  broadband  multimedia 
infrastructure.  And  the  ease  of  dealing  with  one  source.  Now  any  tenant 

can  work  smarter.  Call  (888)  205-6912  or  visit  www.cypresscom.net 

Internet,  voice  and  video  services 


ON    MY    MIND 


Edited  bv  Tim  W.  Fergus^ 


Ditching  Directors 

Some  boards  forget  to  flush  the  ranks  while 
others  boot  valued  elders.  Here's  a  remedy. 


NELL  MINOW&  JOHN  ROBSON 

MONEY  MANAGER  ACTIVE  IN  SHAREHOLDER  ISSUES; 
INVESTMENT  BANKER,  EX-CHIEF  EXECUTIVE,  GD  SEARLE. 

Since  Bismarck  enshrined  65  as  a  retirement  age  for  his  army, 
the  notion  of  age  as  a  determinant  of  competency  for  certain 
work  has  become  broadly  embedded.  Corporate  directors  are 
no  exception — most  must  quit  by  70.  But  why? 

The  pool  from  which  board  members  traditionally  have 
been  drawn  is  shrinking.  Sitting  chief  executives  now  serve 
on  few  outside  boards.  And,  as  director  independence  gains 
force,  overlapping  director- 
ships and  other  board-seat 
cronyisms  are  fading. 

Meanwhile,  retired  top 
and  senior  executives  have 
become  a  popular  source 
of  directors  (a  recent  sur- 
vey of  major  corporations 
reported  86%  had  at  least 
one).  Why  limit  them  to  a 
virtual  drop-by? 

Age  limits  are,  of 
course,  blindly  discrimina- 
tory. It  is  hard  to  imagine  a 
modern  corporation  for- 
mally barring  service  on  its 
board  by  reason  of  gender, 
race,  nationality  or,  for  that 
matter,  fixing  a  minimum 
age.  And,  as  life  expectancy 
nears  80  and  medicine  and 

healthier  lifestyles  prolong  high  levels  of  mental  and  physical 
vitality,  age  cutoffs  also  fly  in  the  face  of  demography.  Not  to 
mention  breadth  and  diversity! 


"Age  limits  fly  in  the  face  of  demography.  Term  limits  of 
10  to  12  years  better  address  institutional  glaucoma." 


for  evaluating  and  replacing  sitting  directors.  Selective  pru 
ing  of  dead  wood  is,  it  seems,  just  too  painful  and  disrupts 
Anybody  can  name  an  example  of  ossification.  Occide 
tal  Petroleum,  long  under  Armand  Hammer's  thumb,  is  fi 
quendy  cited.  At  Stone  &  Webster,  a  Boston-based  engine< 
ing  firm,  J.  Peter  Grace  sat  on  the  board  for  50  years. 

We  suggest  a  realistic  fallback  remedy:  term  limits  for 
directors  at,  say,  10  or  12  years  of  service.  While  term  lim 
may  result  in  premature  dismissal  of  some  contributing  (, 
rectors,  they  address  the  more  ubiquitous  problem  of  the  i 
evitable  institutional  glaucoma  that  afflicts  us  all  after  lo: 
service  in  any  enterprise.  Invariably,  too-lengthy  boa 
tenure  diminishes  independence,  fresh  perspective  and  inn 
vative  contribution. 

But  term  limits  alone  are  not  enough.  Shareholde 
should  demand  a  formal  system  of  periodic  evaluation  tr 
could  result  in  nonrenomination  of  an  inadequately  pe 

forming  director  even  b 
fore  the  term  limit.  Tl 
process  need  not  be  t 
Bermuda  Triangle  of  cc 
porate  governance. 

A  credible  director-ev; 
uation  system  must,  first, 
embodied  in  the  bylaws 
written  policies  of  the  cc 
poration.  Criteria  for  ad 
quate  director  performan 
should  be  explicit  and  ne 
not  be  excessively  subje 
tive.  Normally  they  wou 
include  faithful  attendan 
and  diligent  preparation  f 
board  and  committ 
meetings,  active  service  < 
committees,  availability  f 
special  projects  and  info 
mal  interaction  with  boa 


members  and  senior  management  outside  meetings.  Plus:  ir 
tiating  ideas,  inquiry  and  contacts,  thoughtful  contributio 
to  corporate  governance  issues  and  the  demonstrated  wi 
Shareholders  could  have  no  better  representative  than      ingness  to  ask  tough  questions  that  contribute  to  board  d 


John  Smale,  who  was  instrumental  in  the  turnaround  of 
General  Motors.  When  he  reached  the  age  limit,  instead  of 
doing  away  with  it,  the  board  extended  it  for  two  years,  and 
two  years  later  he  was  out  The  late  Robert  K.  Mueller,  author 
of  1 8  books  about  corporate  governance,  was  forced  to  leave 
the  Arthur  1).  Little  board  because  of  what  he  called  "statu- 
tory senility,"  but  he  continued  to  serve  actively  and  well  as  a 
director  elsewhere,  including  at  the  National  Association  of 
( Corporate  Directors,  for  more  than  a  decade. 

Let's  face  it,  age  limits  are  a  convenient  but  clumsy  substi- 
tute for  what's  really  needed  in  corporate  America:  a  system 
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liberation  and  decisions. 

The  reason  director  evaluation  and  replacement  hasi 
worked  is  because  no  predicate  is  laid  before  a  director  joi 
the  board.  Call  it  a  corporate  prenuptial  agreement.  Then 
no  reason  why  the  conditions  of  continued  director  servi 
cannot  be  established  in  a  formal  director's  "employme 
contract,"  just  as  a  chief  executive  would  enter.  The  object 
to  lay  out  clear  performance  expectations  going  in.  In  su< 
circumstances,  the  nominating  committee  of  a  board  shou 
be  able  to  do  its  job.  And  if  it  fails  to,  there  would  be  ter  j 
limits  ultimately  to  do  the  job  that  needs  doing. 


EVERY  BUSINESS  PLAN 


HAS  A  FEW  WRINKLES.  OR  SO  THEY  SAY. 


Consulting  Servica 

Financial  Planning 

Performatue  Management 

TeihrwLpgy  Services 

International  Services 

Infrrrmaticm  Integrity 

Assurance  Services 


Nothing  in  life  is  guaranteed.  Even  less  is  guaranteed  in  business. 
But  when  you  work  with  CPAs,  you  understand  the  implications 
of  every  step  you  make.  You  know  the  alternatives.  You're  ready 
for  anything  that  comes  up  along  the  way.  There  may  be  wrinkles. 
but  you'd  never  even  know  it  in  the  end. 

/  /<<  ( .PA.  Sever  underestimate  the  value.** 


American  Institute  <>t  Certified  Publn 


THE    INTERNET    SUPER    CAI 


The  phone  company.  It  con  change  its  name,  I  so  techno  lingo.  Bandage  this  or  overlay 
that.  But  underneath  it  all.  it's  still  the  saint'  outdated  infrastructure.  Its  voice  network 


was  not  designed  to  handle  Internet  traffic  I*SlNct  is  the  most  innovative  Internet  1800.805.9833 


service  provider  in  the  world.  Our  IP- optimized,  liber-optic  network  was  specifically 
designed  lor  superior  global  Internet  communication.  Take  a  good  look  at  the 


face  of  your  company's  current  Internet  service  provider,  then  give  PSINet  a  call. 


nasdaq:  psix 


ff  1999  PSINet  Inc.  The  PSINet 
is  a  trademark  of  PSINet  Inc 
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FACT  AND   COMMENT 


By  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding" 


THIS  SALES  TAX  DESERVES  A  PROMPT  "DELETE" 


Tt  NATION'S  GOVERNORS  ARE  PLAYING  AN  UNDER-PUBLI- 
xi  role  in  the  stock  market's  turbulence,  and  are  pushing  a 
ational  sales  tax  scheme  that  would  be  a  tax  increase. 
In  October  1998  Congress  enacted  a  three-year  morato- 
m  on  new,  special  and  discriminatory  state  or  local  taxes 
ied  on  the  Internet.  The  Nasdaq  was  under  2000,  but  with 
moratorium,  it  began  its  breathtaking  ascent,  peaking  this 
jch  at  5048.  Congress  also  appointed  a  commission  made 
of  politicos  and  business  executives  to  explore  Internet  tax- 
)n.  The  commissioners  recently  issued  a  report  to  the  Hill, 
h  a  majority  advocating  a  five-year  extension  of  the  mora- 
ium.  Sales  transacted  on  the  Internet  would  be  treated  the 
le  as  catalog  or  phone  sales:  Unless  a  seller  has  a  physical 
sence  in  the  state  of  the  buyer,  no  sales  tax  can  be  collected. 
Thirty-four  state  governors  (George  W.  Bush  was  not 
ong  them)  sent  a  letter  to  Congress  demanding  it  reject  the 
nmission's  report.  A  furious  lobbying  effort  ensued,  en- 
lgering  what  had  looked  like  a  sure  extension  of  the  mora- 
ium.  It  was  no  coincidence  the  Nasdaq  took  a  nosedive. 


Even  though  state  and  local  tax  receipts  are  burgeoning,  most 
officials  are  clamoring  to  get  their  tax  claws  on  e-commerce. 
Governor  Mike  Leavitt  of  Utah  has  cobbled  together  a  proposal 
that,  in  effect,  would  be  a  national  sales  tax  for  items  sold  on  the 
Internet.  These  tax-loving  politicos  can't  seem  to  fathom  that  the 
Internet  creates  new  commerce.  Smart  retailers  are  recognizing 
that  a  good  Web  site  is  good  for  business.  Unlike  Web-only  sell- 
ers, traditional  retailers  have  instantly  recognized  brand  names. 
Buyers  are  cottoning  to  the  idea  that  if  they  buy  from  an  already- 
branded  firm,  they  know  where  to  go  for  returns  or  for  service. 
As  often  as  not,  such  visits  stimulate  in-store  sales. 

Did  TV  destroy  Hollywood?  It  spurred  demand  for  more 
movies.  Has  high  tech  sent  paper  to  the  Smithsonian?  Fax 
machines  and  laser  printers  have  sharply  boosted  paper  sales. 
Did  TV  broadcasting  deplete  attendance  at  sports  stadiums? 
Quite  the  opposite — professional  leagues  keep  adding  new 
teams,  and  attendance  has  grown. 

Technological  progress  can  lead  to  wrenching  adjust- 
ments. But  our  standard  of  living  won't  rise  without  it. 


YOU'LL  BE  SHORTCHANGED 


viE  ADVOCATES  OF  A  NATIONAL  INTERNET  SALES  TAX  SAY 
h  a  levy  could  be  made  more  palatable  by  combining  it  with 
repeal  of  federal  and  perhaps  state  telephone  taxes,  which 
i  add  up  to  an  almost  20%  exaction  on  your  phone  calls. 
Nice  concept.  But  in  the  real  world,  you  know  what  would 
>pen — the  total  tax  burden  would  end  up  going  up,  a  sort  of 


tax  equivalent  of  three-card  monte.  Anyway,  thanks  to  the  ex- 
plosion of  bandwidth,  telephony  charges  are  going  to  plummet. 
Advocates  of  a  lasting  moratorium  should  rally  behind  a 
bill  introduced  by  Representative  Chris  Cox  (R-Calif.)  and 
Senator  Ron  Wyden  (D-Ore.)  that  makes  the  moratorium 
permanent. 


HALF  MEASURES 


NGRESS  IS  IN  THE  PROCESS  OF  PASSING  A  MAJOR  MILI- 
y-and-money  aid  bill  for  Colombia's  beleaguered  gov- 
ment.  The  country  is  torn  by  vio- 
ce  from  guerrilla  and  paramilitary 
•ups.  Most  ominously  for  us,  the 
ingest  of  these  insurgent  forces  are 
he  drug  trade  or  are  being  lavishly 
anced  by  drug  traffickers.  Up  to 
//,  the  Clinton/Gore  Administra- 
i  has  largely  ignored  Colombia's 
*ht,  even  as  its  poisons  have 
)ded  into  the  U.S. 
Typically,  the  government's  pack- 
falls  short.  Badly  needed  equip- 
nt  for  the  Colombian  military 


Drug-financed  guerrillas  fundamentally 
threaten  Colombia's  democracy. 


won't  be  delivered  for  months.  The  White  House  is  not 
working  with  Bogota  to  help  ensure  there  are  markets  for 
the  legitimate  crops  of  farmers  who 
give  up  cultivating  coca.  Strategies  to 
protect  these  farmers  and  to  secure 
porous  borders  with  neighboring 
Ecuador,  Panama  and  Venezuela 
are  lacking. 

Colombian  narco-lords  could 
pose  a  real  threat  in  the  not-too-dis- 
tant future  to  the  Panama  Canal,  since 
Panama  has  no  army  and  the  U.S.  has 
abandoned  its  military  bases  there. 
Those  facilities  will  have  to  be  reacti- 
vated to  protect  this  still-vital  asset. 
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FACT     AND      COMMENT 


WILL  ISRAEL  DITCH  ITS  LEBANESE  FRIENDS? 


ISRAEL  IS  PULLING  OUT  OF  SOUTHERN  LEBANON  BY  JULY, 
whether  or  not  it  has  an  agreement  with  the  Lebanese  and 
the  Syrians,  who  effectively  control  the  rest  of  that  blood- 
stained country.  But  Jerusalem  has  not  been  as  forthcoming 
as  it  should  be  about  the  fate  of  the  South  Lebanon  Army 
(SLA),  numbering  3,000,  and  about  Lebanese  civilians  who 
work  in  Israel.  The  militia,  consisting  of  Lebanese  Muslims, 
Christians  and  Druse,  worked  hand-in-glove  with  the  Israeli 
army  to  provide  security  in  this  southern  zone.  The  Lebanese 
terrorist  organization,  Hezbollah,  funded  by  Syria  and  Iran, 
has  not  hidden  its  intentions  to  exact  vengeance  against 
members  of  the  SLA  or  anyone  else  it  deems  to  have  "collab- 
orated" with  the  Israelis. 

Reprisals  are  no  abstraction.  Hezbollah  has  grimly 


demonstrated  its  ability  to  assassinate  targeted  militia  me 
bers  at  will. 

Many  Lebanese  in  this  area  welcomed  Israeli  troops  w 
open  arms  22  years  ago  because  they  were  sickened  by  i 
unending  violence  of  armed  Palestinians.  The  Lebanese 
operated  with  the  Israelis  because  it  was  a  means  of  restor; 
some  semblance  of  normalcy  to  their  upended  lives. 

The  Israeli  government  reportedly  has  arranged  asylum 
other  countries  for  only  200  senior  SLA  officers  and  th 
families.  But  the  rest  of  the  SLA  will  have  to  fend  for  the 
selves.  The  Barak  Administration  says  it  will  not  accept  any 
them  into  Israel.  But  Israel  cannot  in  good  conscience  le; 
these  people  to  their  fate.  It  must  open  its  doors  to  all  of  thi 
if  it  cannot  find  others  who  will. 


FAILED  IDEALIST 


Woodrow  Wilson — by  Louis  Auchincloss  (Viking,  $19.95). 
America's  foremost  living  novelist  delves  into  the  character  of 
Woodrow  Wilson.  A  man  of  formidable  intellect,  Wilson  was 
not  a  natural  backslapper,  yet  from  a  young  age  he  envisioned 
a  life  in  the  public  arena.  An  eloquent  speaker,  he  craved  the 
public's  affection  but  held  himself  aloof  from 
his  fellow  human  beings.  He  had  few  friends. 

Wilson  could  be  effectively  flexible  in  getting 
things  done  but  would  sometimes  latch  onto  a 
cause  with  a  manic  all-or-nothing  fervor  that  led 
to  spectacular  defeats.  In  his  first  term  as  Presi- 
dent, Wilson  won  passage  of  several  important 
domestic  measures,  including  the  creation  of  the 
Federal  Reserve  System.  But,  alas  for  Western  civ- 
ilization, the  unyielding  part  of  his  personality 
dominated  his  post-WWI  conduct,  which  most 
destructively  affected  the  League  of  Nations^ 

The  U.S.  Senate  would  have  approved  the  Treaty  of  Ver- 
sailles had  Wilson  been  willing  to  accept  a  handful  of  "reser- 
vations" put  forth  by  its  opponents  who  were  led  by  Senator 
Henry  Cabot  Lodge.  The  British  and  French  had  signaled 
that  these  de  facto  amendments  were  acceptable  to  them.  But 
Wilson  wouldn't  budge,  so  the  treaty  went  down  to  defeat. 


There  were,  says  Auchincloss,  two  Woodrow  Wilso 
"One  side  was  that  of  the  sensible  and  sensitive  man  of  m< 
interests  and  activities  who  conscientiously  viewed  all  si< 
of  a  question.  The  other  was  that  of  the  self-assured  idea 
who  could  hardly  conceive,  much  less  admit,  that  he  cot 
be  wrong  in  judging  matters  that  he  deem 
within  his  peculiar  sphere  of  expertise.  This  V 
son,  with  God  and  his  angels  presumably  rani 
behind  him,  tended  to  regard  opposition  as  m: 
cious  betrayal.  Alas,  it  was  a  Wilson  whose  nati 
seemed  to  be  aggravated  by  the  ill  health  that  \ 
increasingly  to  dog  him." 

Historians,  seduced  by  Wilson's  deep  int 
lect,  his  academic  background  and  his  idealis 
have  usually  given  Wilson  high  marks  despite 
disastrous  diplomatic  failures  and  his  clinging 
office  in  1919-1921  while  incapacitated  b' 
stroke.  (Mrs.  Wilson  made  decisions  in  the  isolated  pre 
dent's  name,  which  is  why  she  is  considered  to  have  been  ( 
first  female  president.)  Auchincloss'  even-handed  apprai 
leaves  readers  concluding  that  tragically — for  himself  and 
the  world — Woodrow  Wilson  didn't  rise  to  the  occasion  tl 
the  cataclysmic  Great  War  demanded  of  him. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

/  lere  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Tom  Jones  and  Patrick  Cook 


Jean  Georges—  1  ( lentral  Park  West,  between  60th  and  61st 
StS.  I  Tel.:  299-3900).  As  always,  fabulous  food,  and  tops  in  ser- 
\  ice.  1  [ighlights  truffle  surprise  (a  nugget  of  pate  de  foie  gras, 
w  rapped  in  a  glistening  skin  of  shredded  black  truffle,  nested  in 
a  ball  oi  gelee),  and  one  of  the  most  mouth-wateringly  deli- 
cious chocolate  souffles  ever  served  in  a  New  York  restaurant. 

The  Kitchen  Club-30  Prince  St.  (Tel.:  274-0025).  Funky,  re- 
freshing change  o\  pace  with  its  lapanese-European  fusion 


food,  attentive  servers  and  pet  French  bulldog  in  regular 
tendance.  Especially  noteworthy  are  the  homemade  mu: 
room  dumplings  and  the  mushroom  medley,  but  everythi 
tasted  is  first-rate. 
•  Jacks  Fiftti-8  West  58th  St.  (Tel.:  750-7474).  A  very  go 
Midtown  lunch  choice.  Try  the  warm  asparagus  with  he 
cots  verts  appetizer;  the  cavatelli  with  shrimp,  Swiss  cha 
prosciutto  and  sundried  tomatoes;  and  the  lobster  salad. 
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singaporeair,  com  americas 


NOW  EARN  PREMIER  STATUS  FROM  SINGAPORE  AIRLINES. 

Singapore  Airlines  is  now  a  member  of  the  Star  Alliance™  network. 

United  Mileage  Plus    members  can  now  apply  qualifying  miles* 
earned  on  Singapore  Airlines'  flights  towards  Premier"  Status, 

MM 
Cja       88888222333 

£g    ra  Premier  Executive    Status  and  Premier  Executive  IK   Status. 
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Now  more  than  ever,  a  great  way  to  fly 

SinQAPORE  AIRLinES 

A  STAF  ■  =MBER     V     ^ 


Mileage  Plus  miles  will  accrue  at  1  50#  (First  Class),  \2Y/'  (Raffles  Business  Class),  and  L009E   'Economy  Class)  of  actual  miles  flown  on  qualifying  fares.  *Actual  paid  flighl 
qualify  towards  Premier  Status     Any  additional  or  bonus  miles  above  actual  paid  flight  miles  will  not  qualify  towards  Premier  Status.  Other  condu 
Program  subject  to  change  without  notice     Call  United  for  details.    Star  Alliance  is  a  registered  irademarl;. 


The  era  of  high  priced  digital  printing  is  ove 


Connect  Copy 
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Introducing  the  Aficio"  850  from  Ricoh.  The  affordable  85  ppm  print-on-demand 
alternative.  A  fully  networked  solution  with  a  super  high  speed  scanner.  Stores, 
retrieves  and  edits  electronic  and  hard  copy  documents.  Add  toner  and  paper  on 
the  fly.  7,550  sheets  online  from  6  sources.  Prints  onto  tabs,  cover  and  index  stocks. 


Connect  2  together  and  output  170  ppm.  Connect  up  to  12  850s    8oo  63  RICOH 
and  cluster  print  1,020  ppm.  It's  a  digital  world.  Come  and  get  it 
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850 


We're  in  your  cornet. 


Image  Communication 


OTHER  COMMENTS 


The  whole  purpose  of  existence  is  to  reconcile  the  glowing  opinion 
we  have  of  ourselves  with  the  terrible  things  other  people  say  about  us. 

— QUENTIN  CRISP, 
How  to  Have  a  Lifestyle 


Miscalculation  [Alan  Greenspan  has  said]  that  capital 
gains  in  excess  of  increases  in  incomes  have  "added  about  one 
percentage  point  to  annual  growth  of  gross  domestic  purchases, 
on  average,  over  the  past  five  years."  The  data  do  not  support  this 
view.  During  the  60  months  ending  in  December  1999,  wages 
and  salaries  have  climbed  by  38.1%,  but  personal  consumption 
expenditures  have  grown  by  just  33.9%.  Wages  and  salaries  rose 
faster  than  consumption  in  four  out  of  the  past  five  years.  Only 
in  1999,  when  Y2K  artificially  boosted  spending,  did  consump- 
tion rise  faster  than  wages.  The  Fed,  and  others,  point  to  the  slow 
savings  rate  to  bolster  their  case  for  a  "wealth  effect,"  but  taxes 
are  up  60.7%  in  the  past  five  years  (almost  twice  as  much  as 
spending).  This  is  why  disposable  personal  income  has  not 
climbed  as  fast  as  total  wages  and  salaries  and  explains  a  great 
deal  of  the  drop  in  the  savings  rate.  These  counter  arguments 
have  been  made  before  [but]  the  Fed  does  not  seem  to  care. 

—BRIAN  S.  WESBURY,  chief  economist, 
Griffin,  Kubik,  Stephens  &  Thompson,  Inc. 

Online  [fa  purchaser  buys  something  in  a  retail  store,  there 
is  little  need  for  the  vendor  to  get  personal  information,  unless  the 
customer  is  having  the  product  shipped  to  his  home.  [So]  there 
is  little  possibility  of  someone  examining  people's  purchasing 
habits  or  for  that  information  to  be  used  against  the  purchaser  in 
the  future.  Although  credit  cards  leave  a  trail,  that  information  can 
be  difficult  to  access  without  going  through  proper  channels.  . 
Not  so  with  online  purchases  subject  to  sales  tax.  Not  only 
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tot  unrealistic  like  those  dot-comers.  I'd  be  happy 
h  a  seventy  to  eighty  percent  annual  return." 


will  vendors  need  an  address  in  order  to  ship  the  item,  they  [will 
need  an  address  to  know  which  of  the  7,500  taxing  jurisdictions 
the  customer  lives  in  so  they  know  how  much  tax  to  charge.  High- 
sales  companies  could  end  up  writing  tax  reimbursement  checks 
to  all  7,500  jurisdictions.  Proponents  of  this  approach  are  looking 
for  a  third  party  [to]  receive  the  tax  money  from  vendors  [and] 
distribute  it  to  the  taxing  jurisdictions.  Databases  created  by  such 
third  parties  are  a  source  of  privacy  concerns — someone,  includ- 
ing the  government,  will  know  who  you  are  and  what  you  buy. 

—MERRILL  MATTHEWS  IR.,  Institute  for  Policy  Innovation 

*** 

Politicians  and  retail  giants  say  it's  not  fair  for  brick-and-mor- 
tar  businesses  that  must  charge  sales  tax  to  compete  with  on- 
line businesses.  Since  when  did  politicians  and  mega-corpora- 
tions care  about  playing  fair?  The  Internet  has  given  small 
businesses  a  chance  to  compete.  To  those  whining  megabuck 
corporations,  how  about  a  little  of  your  own  rhetoric?  What  is 
stopping  you  from  competing?  Open  your  own  online  business 
—DAN  L.  SCHMEIDLER,  DeseretNews  (Salt  Lake  City 

C>Ut !  Some  of  the  worst  mistakes  of  my  life  have  been  haircuts 
— VAL  KILMER,  as  Jim  Morrison  in  The  Doors  (1991  filnx 

Vjet  Real  Woodrow  Wilson  has  received  plaudits  front 
many  historians  for  his  lofty  concept  of  world  peace.  But  it  ha! 
always  seemed  to  me  that  it  is  a  simple  matter  for  a  man  tc 
dream  of  peace  and  leagues  and  international  understand- 
ings. The  whole  trick  in  such  matters  is  not  to  dream  them  bu 
to  implement  those  dreams.  Wilson  wouldn't  accept  seconc 
best,  but  wasn't  second  best  a  good  deal  better  than  nothing 
—LOUIS  AUCHINCLOSS,  Woodrow  Wilsot 

Dishing  Out  Accolades  [In]  restaurants,  chefs  wen 
the  first  to  demand  recognition.  In  recent  years,  pastry  chef 
have  been  rewarded  with  credit  on  menus  and,  often,  menus  o 
their  own.  Now  the  sous-chefs,  or  the  chefs  de  cuisine,  seem  t< 
be  restive.  At  Picholine,  Terrance  Brennan,  chef  and  owner,  give 
the  nod  to  his  chef  de  cuisine,  Peter  Dalleda.  At  Icon,  the  mem 
credits  the  executive  chef,  Paul  Sale;  the  sous-chef,  Eric  Woods 
and  Michael  Trenk,  the  manager.  At  Chicama,  the  restaurant  a 
ABC  Carpet  &  Home,  the  menu  lists  77  names,  from  Dougla 
Rodriguez,  the  executive  chef,  to  Mano  Garcia,  coffee  maker. 
Do  we  really  want  to  know?  Of  course  not.  But  if  it  make 
their  mothers  proud,  why  quibble? 

—WILLIAM  GRIMES,  New  York  Time 
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Closing  the  global 
telecom  deal 


calls  for  a  bank 

where  the  lines  are 

always  open. 
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In  the  media  &  telecom  industry,  news  breaks  fast.  So  keeping 
up  with  the  demands  of  financing  that  high-paced  world  takes  a 
bank  with  the  resources  to  stay  up  to  date  on  up-to-the-minute 
changes.  With  a  reputation  for  benchmark  deals  in  fixed-line,  mobile, 
satellite  and  cable  financing,  ABN  AMRO  has  more  than  US$  25 
billion  committed  to  the  media  &  telecom  industry  worldwide.  Our 
innovative  solutions  -  combined  with  an  experienced  and  highly 


skilled  staff  -  make  us  the  competitive  and  flexible 
partner  of  choice.  So  call  us...  the  lines  are  always  open. 


ABN  AMRO  Bank 

www.abnamro.com 
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Go  for  it.  The  Internet  is  changing  the  world.  Turn  the  change  to  your  advantage, 
four  company  could  be  faster,  more  agile.  More  responsive  than  ever.  We  can  help.  We're 
2isco  Systems.  Virtually  all  information  on  the  Internet  travels  across  the  systems  of  our  company, 
rest  your  company's  readiness.  Take  our  Internet  Quotient  "Assessment  at  www.cisco.com/go/iqtest. 


Cisco  Systems 
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Empowering  the 
Internet  Generation" 


The  difference  is  intelligenc 


First  generation  e-business  seems  pretty  smart  already,  but  Intelligent  E-Business  moves  your 
customers  into  the  fast  lane. 

First  generation  e-business  lets  travelers  book  flights  online.  That  sure  beats  the  old  way. 

Intelligent  E-Business  lets  airlines  call  ticketholders  with  real  time  information  on  flight  changes, 
suggest  alternatives  and  let  them  use  their  keypad  to  book  choices...  all  in  the  same  automated  call. 
No  lines,  no  waits.  Customers  are  happier. 


First  generation  e-business  gives  e-stock  traders  nice  graphs.  Very  colorful. 


Intelligent  E-Business  lets  firms  run  continuous  multiple  analyses  of  client  portfolios,  alert  them  by 
pager  with  time-sensitive  opportunities  and  let  them  buy  or  sell  instantly  with  the  press  of  a  button. 
No  missed  profits,  no  regrets.  Customers  are  richer. 

When  you  deliver  personalized  information  to  your  customers  at  the  moment  it's  most  useful,  that 
information  is  turned  into  intelligence.Thats  the  Power  of  Intelligent  E-Business.Today,  MicroStrategy 
software  is  creating  a  new  generation  of  one-to-one  e-business  delivered  via  the  web,  wireless  and 
voice.  Contact  MicroStrategy  today,  and  put  the  power  of  intelligence  into  your  e-business. 


www.microstrate: 


T 
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The  Power  of  Intelligent  E-Business 

MicroStrategy  and  Strategy.com  are  trademarks  of  MicroStrategy,  Inc.  •  NASDAQ:  MSTR  •  800-745-6099 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


EDUCATION:  THE  LOBBY  VERSUS  THE  CHILDREN 


FAVORITE  TOPIC  AMONG  LIBERALS  IS  THE  VAST  STRENGTH 
id  unlimited  funding  of  the  tobacco  and  gun  lobbies.  But 
berals  never  mention  the  public  education  lobby — the 
rgest  and  most  powerful  of  all,  and,  in  many  ways,  the  one 
lat  has  caused  the  most  damage. 

The  education  "special  interest  group"  is  made  up  pri- 
larily  of  the  3.5  million  people  who  belong  to  the  American 
^deration  of  Teachers  (AFT)  and  the  National  Education 
ssociation  (NEA).  They  pay  more  than  $1  billion  a  year  in 
ues — dues  that  are  virtually  at  the  disposal  of  the  Dem- 
cratic  Party  and,  this  year,  its  presidential  candidate.  Not 
lrprisingly,  Vice  President  Gore  has  endorsed  all  of  the  ed- 
ition lobby's  programs.  So  the  $115  billion  he  proposes  to 
)end  on  education  over  the  next  decade  will  go  to  keeping 
le  public  schools  status  quo.  He  seeks  to  expand  preschool 
lucation  and  to  hire  100,000  new  teachers.  As  then-gover- 
or  Ronald  Reagan  once  queried  when  asked  to  sign  a  pay 
icrease  for  teachers,  "But  if  the  schools  are  bad,  how  is  pay- 
ig  bad  teachers  more  going  to  help?" 

Governor  George  W.  Bush,  the  presumptive  GOP  presi- 
:ntial  candidate,  has  a  very  different  program  of  genuine  re- 
>rm,  part  of  which  (school  choice  vouchers)  has  worked  in 
hio,  Florida  and  Wisconsin.  He  supports  rating  schools  and 
achers,  giving  local  school  boards  more  authority  and  im- 
roving  reading  and  other  skills  of  students,  especially  Latino 
id  black  students.  He  is  advocating  spending  $5  billion  to 
lsure  that  every  child  can  read  by  age  9.  Come  November's 
ection,  we  will  have  a  real  choice  regarding  education:  gen- 
ine  reform,  or  more — very  much  more — of  the  same. 

As  The  Economist,  the  distinguished  and  respected  British 
urnal  put  it:  "This  election  year  may  finally  bring  Americans 
ce  to  face  with  the  failure  of  their  system  of  public  education, 
he.  confrontation  will  be  painful:  30  years  of  decline  cannot 
l  easily  reversed.,. .  At  fourth  grade,  American  children  score 
:tter  in  reading  and  science  than  most  pupils  in  20  other  rich 
)untries,  and  are  about  average  in  mathematics.  At  eighth 
■ade,  they  are  still  slightly  better  than  average  in  math  and  sci- 
lce  but  fall  behind  in  reading.  By  12th  grade  they  are  behind 
Wo  of  the  children  in  other  countries.  The  longer  children  stay 
.  American  [public]  schools,  the  worse  they  seem  to  get." 

/ho  Is  To  Blame?  What  Should  We  Do? 

'e  are  at  the  beginning  of  a  new  century  in  which  the  econ- 
ny  becomes  more  global  every  hour.  It  is  clear  we  will  have  to 
>mpete  with  every  other  major  country  in  the  world — coun- 
ies  that  will  have  a  head  start  on  us  because  their  children  are 


better  educated.  Our  public  school  failure  is  not  due  to  a  lack 
of  money.  According  to  The  Economist,  the  U.S.  invests  almost 
6%  of  the  national  income  on  primary  and  secondary  educa- 
tion, and  we  should.  Washington,  D.C.  puts  more  money  be- 
hind each  pupil  than  do  most  other  school  districts,  but  Wash- 
ington has  some  of  the  worst  public  schools  in  the  country. 
No,  the  real  problem  is  the  fierce  and  sadly  so  far  successful 
opposition  the  education  lobby  has  raised  against  the  two 
most  promising  reforms:  vouchers  and  a  system  of  rating 
and  rewarding  proficiency  in  schools  and  in  teaching. 

Both  of  these  reforms  would  introduce  the  elementary 
idea  that  competition  is  a  good  thing  for  our  public  school 
system.  In  a  voucher  system,  parents  are  given  certificates 
worth  a  specified  dollar  amount  that  they  can  then  put  toward 
tuition  at  the  school  of  their  choice,  public  or  private.  With 
vouchers  in  place,  all  schools  must  make  major  efforts  to  im- 
prove— to  be  competitive — to  attract  these  parents.  Vouchers 
primarily  help  lower-income  families,  whose  only  alternative 
previously  was  to  try  to  educate  their  children  at  home. 

As  for  rating  schools  and  teacher  performance,  that  is 
anathema  to  the  education  lobby,  which  wants  all  schools  to  be 
given  equal  money  and  all  teachers,  no  matter  how  bad,  to  be 
given  salary  increases  and  the  same  promotion  rights.  That 
way,  contractual  salary  increases  benefit  all  union  members — 
justifying  their  dues.  Whether  the  children  are  getting  a  good 
education  is  completely  secondary — or  not  considered  at  all. 


It's  Only  Common  Sense 

If,  however,  schools  were  offered  additional  funding  for  good 
performance,  good  teachers  were  rewarded  and  parents  were 
given  the  freedom  to  choose  their  children's  schools,  the  old 
remedy  of  competition  would  work  its  magic.  Parents  then 
could  decide  for  themselves  what  is  best  for  their  children. 
That  is  apparendy  a  shocking  concept  to  the  education  lobby. 

Milwaukee,  Wis.  has  the  best  example  of  a  successful 
voucher  program.  The  system,  upheld  by  Wisconsin's 
Supreme  Court,  works  so  well  that  voters  last  year  roundly 
defeated  all  the  antivoucher  candidates  for  the  school  board. 
And  Connecticut,  as  The  Economist  points  out,  "has  the 
highest  educational  standards  in  the  country,  thanks  largely 
to  stringent  testing  (and  higher  salaries)  for  teachers." 

When  the  NEA  and  the  teachers  union  endorsed  Mr. 
Gore,  his  big  selling  point  was  that  he  had  opposed  every 
school  voucher  plan  or  experiment.  In  short,  should  he  be 
elected  President,  there  will  be  no  prospect  for  repairing  our 
failed  education  system.  F 
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Assurance 

Tax 

Consulting 

When  you  travel  at  Internet  speed, 
unexpected  obstacles  can  appear 
out  of  nowhere.  That's  where  our 
e-Tax  Solutions  come  in.  Our 
strategic  approach  helps  you  handl 
critical  tax  issues  and  steer  clear 
of  obstructions,  which  means  your 
drive  for  success  can  be  a  much 
faster  ride. 

For  further  information,  con 

Jeffrey  M.  Stein, 
Vice  Chairman — Tax; 
Michael  S.  Burke, 
Partner  in  Charge, 
e-Tax  Solutions 

etaxsolutions@kpmg.com 


It's  time  for  clarity." 


DIGITAL   RULES 


By  Rich  Karlgaard,  publisher 

publisher@forbes.com 


HANG  TOUGH 


HE  BREATH  OF  ALAN  GREENSPAN  CAN  DROP  A  BULL  AT  50 
leters.  So  it  had  always  been  rumored.  Now  we  know  for 
:rtain.  What's  next?  The  market  will  shrug  off  the  mid- April 
livers  and  resume  its  climb.  Yup — you've  heard  it  here. 

Personally,  I've  always  hated  April  anyway.  It's  prettier  but 
r  crueler  than  March.  Not  long  ago  I  sat  in  Yankee  Stadium 
>r  the  home  opener.  One  coughs  up  a  small  fortune  to  street 
ltrepreneurs  for  this  kind  of  entertainment,  but  what  the 
eck.  Life  is  short;  eat  dessert  first.  Five  hundred  bucks  per 
wer  box  seat  is  a  steal  to  enjoy  the  glory  of  baseball  played 
f  young  gods,  in  baseball's  very  empyrean  palace  no  less. 
;s,  and  to  experience  nature's  annual  gift  of  renewal,  with  a 
)ld  one  in  hand  ...  more  Vivaldi,  please. 

Call  it  total  bliss — for  the  first  three  innings,  anyway, 
hen  the  overrated  bush-league  April 
in  chokes  in  front  of  59,000  fans  and 
rops  behind  the  third  deck.  Yankee 
adium  instantly  becomes  a  Port  Au- 

,  lority  bus  terminal  on  a  bitter,  unfor- 

'  ving  Sunday  morning  in  January.  The 
eautiful  women  disappear.  Lumpy 
ten  shiver  by  the  tunnels,  cupping 
teir  hands,  sneaking  a  smoke. 

I  hate  April.  Once  in  April,  back  in 
igh  school,  I  ran  a  two-mile  race, 
raining  had  gone  superbly.  The  race 

I  as  on  my  hometown  track.  I  was  quite 
ire  I  could  break  10  minutes.  So  at  the 
in,  I  took  off  like  a  scalded  dog  and  hit  the  mile  in  4:50, 
>out  50  yards  out  front.  On  the  backstretch  some  jerk  in  the 
ands  threw  a  knife  that  hit  me  in  the  liver.  At  least  that's 
hat  it  felt  like.  The  trainer  later  told  me  it  was  a  cramped  di- 
)hragm,  also  known  as  a  "stitch."  Whatever.  Suddenly  I  was 
:nt  over,  staggering.  Picture  Lee  Harvey  Oswald  encounter- 
g  Jack  Ruby.  Mile  two  took  6  minutes  but  it  felt  like  10. 1 
nished  out  of  the  money,  almost  lapped  by  the  eventual 
inner,  broken,  blistered  on  the  heels  (ever  try  to  run  90-sec- 
id  quarters  in  spikes  on  hard  cinders?)  and  humiliated.  The 
amp  took  weeks  to  abate.  Even  the  girlfriend  left. 

Nearly  30  years  later,  I  feel  the  same  low-dog  April  blues  re- 
ading my  10-stock  portfolio.  A  month  ago  it  rocked,  up  125% 
ice  I  had  urged  it  upon  readers  in  these  pages  on  May  17, 1999. 
ow,  on  its  very  anniversary  (oh  cruel  irony),  the  portfolio — all 
ch  stocks — is  up  a  puny  41%.  I  know  I 
louldn't  feel  so  bad.  It  beats  Buffett,  and  it 
n  Robertson  off  the  road.  It  dogwhips  the 


□ 


Dow,  and  it  spits  on  the  S&P.  Nevertheless,  the  collapse  hurts. 
My  old  girlfriend  would  flee  again  if  she  had  the  chance. 

Moore's  Law  Still  Applies 

What  now?  I'm  going  out  on  a  limb.  Tech  will  roar  back. 
It  will  continue  its  merry  dash  toward  infinite  powers  at  zero 
cost.  It  will  transform  all  in  its  path.  Markets  may  (and  just 
did)  correct  for  overvalue,  but  they  can't  abjure  the  laws  of 
physics.  Chips  will  continue  to  double  in  price  performance 
every  18  months.  Storage  of  bits  will  continue  to  double 
every  12  months.  Communications  capacity  on  fiber  optics 
will  double  every  6  months. 

An  explosion  is  simply  an  exponential  rise  in  heat.  An 
economy  that  explodes  with  new  opportunities  is  merely  one 
propelled  by  exponential  forces.  The 
Industrial  Age  was  a  linear,  Newtonian 
phenomenon.  Steam,  gas  and  electric- 
ity demonstrated  exponential  gains  in 
their  salad  days.  Then  their  pace  flat- 
tened out  into  a  straight,  modestly  up- 
ward line.  Once  linear,  even  the  most 
long-toothed  CEO  or  investor  could 
see  the  trends  and  respond  to  them. 

Silicon  and  fiber  have  proven  differ- 
ent. Their  mysterious  quantum-driven 
exponential  gains  go  on  and  on.  In  the 
case  of  silicon,  it's  galloped  for  41  years, 
ever  since  Fairchild  Semiconductor  and 
Texas  Instruments  shrunk  a  transistor  from  three  dimensions 
into  two  and  etched  it  in  silicon.  Fairchild's  1959  integrated 
circuit  contained  one  transistor.  Intel's  chip  for  IBM's  break- 
through Personal  Computer  in  1981  contained  29,000.  A 
Pentium  III  chip  jams  in  over  9.5  million.  We  could  see  a  bil- 
lion transistors  on  a  chip  before  silicon  hands  the  baton  to 
molecular  computing  in  the  next  decade.  Then,  bar  the  door. 
Fiber  optics?  Wizards  at  Lucent  and  Nortel  can  zap — in 
one  second — 6  trillion  bits  of  information  down  a  fiber 
strand  the  width  of  a  human  hair.  Fiber  doubles  every  six 
months.  Beam  me  up,  Scotty. 

Bottom  line:  In  such  an  explosive  economy,  there  will  be  no 

safe  harbors  for  traditional  "value"  stocks.  Not  in  the  long  run, 

anyway;  just  the  odd  buying  opportunity  is  about  all.  Dividends, 

that  old  value  favorite,  will  come  to  be  seen  as  a  company's 

_    ,  ~~7  Index  Of  Unwillingness  To  Reinvest. 

For  further  discussion  of  this  and  other  ° 

topics,  go  to  the  forum  at  our  Web  site  Hang  tough,  tech  investors.  Summer 

at  www.forbes.com/karlgaard.  sun  is  around  the  corner.  F 


Tech's  mortal  wound?  Sure,  the  Nasdaq  took  a 
big  blow  in  April,  but  silicon's  and  bandwidth's 
long,  disruptive  march  will  go  on. 
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Funny  Money 

F I  N  A  N  c  E  !  If  you  think  investing  on  Wall  Street  is  already  scary, 


take  a  look  at  what  Lucent,  Cisco  and  the  other  telecom 
equipment  makers  are  doing  to  get  sales 

BY  SETH  LUBOVE 

CONVERGENCE  COMMUNICATIONS, 
a  moneylosing  Salt  Lake  City- 
based  operator  of  broadband  net- 
works in  Latin  America,  was  in  a  bind 
in  the  fall  of  1998.  The  company  had  to 
raise  money  for  expansion,  but  the 
Russian  and  Asian  financial  crises  had 
spooked  Wall  Street  away  from  the 
fledgling  company's  proposed  junk 
bonds.  The  background  of  the  founders 
probably  didn't  help.  Their  last  com- 
pany, which  once  ran  an  adult  phone 
service,  had  tumbled  into  bankruptcy. 

Solution:  Convergence  got  vendor 
financing  of  $175  million  from  France's 
Alcatel  (see  story,  p.  164)  for  a  turnkey 
broadband  network  in  a  17-city  terri- 
tory that  includes  such  Third  World 
garden  spots  as  Guatemala,  El  Salvador 
and  the  Dominican  Republic.  "Now  we 
share  the  risk  with  them,"  boasts  Con- 
vergence's senior  vice  president,  Troy 
D'Ambrosio,  who  adds  that  as  many  as 
four  companies  were  in  a  "heated  con- 
test" to  finance  his  equipment  needs. 

There's  a  lot  of  risk  sharing  going 
around  these  days  in  the  fast-moving 
telecommunications  business.  In  a 
trend  that  could  become  a  ticking  time 
bomb  for  high-multiple  growth  stocks 
in  the  telecom  equipment  sector,  com 
panics  including  Lucent,  Cisco.  Qua! 
coram  and  Nortel  Networks  are  fight- 
each  other  to  offer  billions  of 
dollars  in  equipment  financing  to  start- 
ups dial  would  otherwise  have  a  hard 
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time  getting  funded.  It's  not  just  boot- 
strap ventures.  Vendor  financing  has 
become  such  an  expectation  in  the 
communications  industry  that  deep- 
pocketed  telco  tycoons  such  as  Craig 
McCaw  and  Ronald  Lauder  are  getting 
it  .is  well. 

Vendor  financing  is  a  godsend  to 
both  sides  of  the  deal — if  the  borrower 


stays  afloat.  If  it  doesn't,  the  damagt 
shows  up  on  the  lender's  quarterh 
statement. 

"You  bet  vendor  financing  has  be- 
come a  critical  competitive  tool,"  say; 
William  Frezza,  a  telecommunication 
venture  capitalist  with  Adams  Capi 
tal  Management  and  former  directot 
of  marketing  and  business  develop 


i  nt  at  Ericsson,  another  big  lender. 
'  ist  like  rebates  from  auto  manufac- 
t  ers,  buyers  have  come  to  expect  it." 

I  'zza  complains  that  one  of  his  in- 
\  tments,  AirNet  Communications, 
t ;  to  offer  the  financing  deals  just  to 
c  npete  with  Nortel  in  wireless  net- 
i  rk  equipment. 

Lucent,  one  of  the  few  companies 

I I  openly  discloses  its  exposure  in  fil- 
I  s,  had  extended  $7.2  billion  in  credit 
c  financing  commitments  as  of  Mar. 
;.  a  65%  increase  from  a  year  earlier. 
1}  alcomm  disclosed  in  its  most  recent 
r,  irterly  filing  that  notes  receivable, 

way  companies  typically  account 
their  customer  financing,  had  bal- 
ned  482%  to  $146  million.  Sales 


were  up  19%.  Amount  collected  on 
those  notes:  zero. 

"We  are  not  necessarily  wanting  to 
be  in  the  banking  business,"  acknowl- 
edges Lucent's  treasurer,  William 
Viqueira.  But  he  has  no  choice  if  he 
wants  the  business. 

One  borrower  contributing  to  Lu- 
cent's receivables  is  Fidelity  Holdings. 
Not  the  blue-chip  mutual  fund  com- 
pany, this  Fidelity  is  a  Queens,  N.Y.,  out- 
fit whose  largest  business  is  a  string  of 
New  York  car  dealerships,  along  with 
other  curiosities  that  include  a  sludge 
treatment  venture.  It  also  owns  some- 
thing called  IG2,  a  service  that  bundles 
Internet  access,  telephone  service,  video- 
conferencing and  television  program- 
ming over  existing  phone  wires.  The  fact 
that  the  little  division  had  barely  $1.3 
million  in  sales  last  year  didn't  dissuade 
Lucent  from  agreeing  in  March  to  sell 
IG2  $400  million  worth  of  equipment 
over  three  years  in  return  for  a  stack  of 
IOUs  and  a  bit  of  equity. 

Better  yet — for  IG2  at  least — is 
the  generous  debt-to-equity  ratio. 
"I  put  in  $15  million  in  cash,  and 
we  get  $30  million  to  $40  million 
in  capital  equipment  we  can  fi- 
nance through  Lucent,"  gushes 
Kimberly  Peacock,  IG2's  vice  chair- 
man. Peacock  says  vendor  financing 
was  the  only  way  she  could  get  afford- 
able financing,  since  venture  capital 
would  cost  too  much  in  equity,  and  in- 
stitutional lenders  didn't  want  to  gam- 
ble on  her  business.  She  adds  that  Lu- 
cent also  provides  soft  dollars  in  the 


form  of  promotions  and  advertising. 

In  theory,  equipment  sellers  who 
do  business  on  the  cuff  can  syndicate 
the  loans  and  pass  them  off  to  institu- 
tional investors  and  insurance  compa- 
nies, who  shoulder  some  of  the  risk 
and  do  the  collecting.  But  don't  kid 
yourself  that  there  isn't  the  potential 
for  trouble.  Included  in  the  multibil- 
lion-dollar  bath  that  Motorola  is  taking 
from  its  investment  in  the  bankrupt 
Iridium  is  $400  million  in  vendor  fi- 
nancing. And  Lucent  buried  in  a  recent 
financial  filing  that  it  had  taken  back 
$408  million  out  of  $625  million  in  ac- 
counts receivable  that  it  had  already 
sold,  though  it  managed  to  sell  the  re- 
ceivables a  second  time. 

"You  bet  vendor 
financing  has 
become  a  critical 
competitive  tool." 

At  a  smaller  vendor,  such  as  $76  mil- 
lion (1999  sales)  LCC  International,  a 
busted  deal  can  wreak  havoc  on  the  bal- 
ance sheet.  The  McLean,  Va.  provider  of 
network  engineering  and  design  services 
was  an  eager  backer  of  companies  an- 
gling in  1996  for  a  piece  of  the  so-called 
C-Block  slice  of  the  radio  wave  spec- 
trum set  aside  for  cellular  calls.  In  order 
to  win  purchase  commitments  for  a 
total  of  $115  million  in  services,  LCC 


Neither  a  Lender  Nor  a  Borrower  Be 


If  any  one  of  this  sample  of  vendor-financed  deals  tanks,  look  for  some  balance-sheet  hits. 

Amount 
financed 


Company 

Borrower 

($mil) 

Purpose 

Comments 

Cisco 

CTC  Communications 

$25 

Integration  of  Cisco  equipment 

Debt-laden  outfit  already  burned  through  financing 

Ericsson 

Diveo  Broadband  Networks 

300 

Latin  American  network 

Foreign  governments  could  restrict  repayment 

Lucent 

Winstar 

2,000 

Building  of  broadband  network 

Winstar  lost  $700  million  in  1999 

Motorola 

Nextel  Communications 

225 

For  digital  PCS  network 

Craig  McCaw  outfit  was  in  noncompliance  on  loan 

Nortel 

Omnipoint 

360 

For  Midwest  PCS  networks 

Ericsson  also  a  big  lender  to  company 

Qualcomm     Globalstar 


5001       Satellite  wireless  phones 


Qualcomm  also  cofounder  with  Loral 


Siemens       GST  Telecommunications         226        Switching,  other  equipment         GST's  chief  executive,  CF0  recently  quit 


'Still  in  negotiation.  Source:  Company  documents. 
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agreed  to  provide  capital  to  two  C-Block 
speculators.  It  made  a  $6.5  million  con- 
vertible loan  to  Pocket  Communications 
and  bought  $5  million  worth  of  equity 
in  NextWave  Telecom. 

A  year  later  Pocket  was  in  bank- 
ruptcy court,  trailed  by  NextWave.  LCC 
took  a  pretax  charge  of  $29  million  for 
the  debacle,  a  devastating  hit  for  a  com- 
pany that  produced  net  income  of  only 
$7.6  million  in  its  best  year  as  a  public 
company.  Before  it  went  bust,  Pocket 
had  managed  to  convince  Ericsson, 
Nortel  and  Siemens  to  provide  it  with 
$646  million  in  vendor  financing.  And 
NextWave,  even  though  it's  a  ward  of 
the  bankruptcy  court,  still  managed  last 
summer  to  get  Ericsson,  Lucent,  Nortel 
and  four  other  vendors  to  offer  com- 
peting vendor  financing  proposals  to 
fund  part  of  the  company's  $1  billion 
resurrection  plan. 

Bankruptcy  is  a  stigma  in  the  stuffy 
world  of  banking,  but  not  in  the  tele- 
com financing  business.  Consider  the 
good  fortune  of  Heartland  Wireless 
Communications,  which  calls  itself  a 
"provider  of  wireless  broadband  net- 
work and  multichannel  subscription 
television  services."  The  company 
lurched  into  Chapter  11  in  October 
1998,  then  re-emerged  in  April  of  last 
year,  defending  itself  from  various 
lawsuits  and  renaming  itself  Nucen- 
trix  Broadband  Networks.  Then,  in 
February,  Nucentrix  bragged  of  a  new 
"strategic  alliance"  with  Cisco,  in 
which  Nucentrix  agreed  to  buy  $13 
million  in  equipment,  but  got  $16  mil- 
lion in  Cisco  financing  to  pay  for  it 
and  for  other  things. 

Net2000  Communications,  a 
moneylosing  Herndon,  Va.  company 
aiming  to  compete  against  Bell  utilities 
in  the  local  phone  business,  had  prob- 
lems getting  anyone  to  buy  into  a 
planned  junk  bond  deal  in  the  fall  of 
1998.  But  Lucent  and  Nortel  were  com- 
peting fiercely  to  fund  the  company. 
The  winner:  Nortel,  which  clinched  the 
$180  million  deal  when  it  also  offered 
to  buy  $30  million  of  Net2000's  con- 
vertible preferred  stock. 

It  could  be  a  Pyrrhic  victory.         r 


Invasion  of  the 
Price  Controls 

PHARMACEUTICALS    I 

Maine  and  Vermont  lawmakers 
want  to  regulate  prescription 
prices.  The  cancer  could  spread 

BY  JOHN  G0RHAM 

CATCH  A  WHIFF  OF  PRESCRIPTION 
drug  price  controls?  You  might, 
given  the  revolution  brewing  in 
New  England  against  the  $83  billion 
U.S.  drug  industry.  The  Maine  legisla- 
ture recendy  became  the  first  to  approve 
a  bill  that  would  slap  sweeping  price 
controls — 30%  lower  on  average — on 
the  drug  industry  starting  next  year  if 
other  efforts  to  lower  prices  fail.  The 
proposed  law  would  match  Maine's 
drug  prices  to  the  much  lower  prices 
found  in  Canada.  Though  a  spokesman 
for  Governor  Angus  King  says  he's  "no 
fan  of  price  controls,"  it's  quite  possi- 
ble the  bill  will  be  enacted.  In  Vermont 
the  state  Senate  passed  a  similar  bill  that 
now  sits  in  a  House  committee. 

Questions  swirl  around  this  politi- 
cally charged  issue.  Are  these  legislators 
nuts?  Can  they  get  away  with  this? 
Could  drug  price  controls  spread  across 
die  whole  U.S.  and  wreck  an  industry? 

Our  tentative  answers:  No,  probably 
not  and,  quite  possibly,  yes. 

First  question:  Would  it  be  just  an- 
other act  of  loony  socialism  for  Ver- 
mont to  dictate  prices  on  medicines? 
No,  it  wouldn't,  assuming  the  state 


could  get  away  with  this  move.  It'; 
no  crazier  than  trying  to  get  a  low- 
ball  airfare  from  Priceline.com. 

Note  that  prescription  drug! 
are  one  of  those  peculiar  busi- 
nesses where  fixed  costs  are  huge 
and  marginal  costs  are  small 
(Other    businesses    like    this 
moviemaking,  air  transport  anc 
software  development.)  If  Smith- 
KlineBeecham  spends,  say,  $1  billion  tc 
develop  a  new  antibiotic,  it  may  have 
to  charge  two  bucks  a  pill  above  man- 
ufacturing costs  to  recover  its  ouday 
However,  confronted  by  a  group  of  pa- 
dents  who  convincingly  argue  that  the) 
will  not  pay  more  than  a  dime  above 
manufacturing  costs,  it  makes  sense  for 
a  manufacturer  to  cut  a  deal.  A  dime  ol 
incremental  gross  profit  is  better  than 
nothing.  Drugmakers,  for  example, 
offer  discounts  to  Medicaid  patients. 

For  the  same  reason,  it  might  make 
sense  for  Delta  to  fly  you  from  Adanta 
to  New  York  for  $69,  if  it  had  an  empty 
seat,  if  it  were  persuaded  that  you  will 
not  pay  a  penny  more  and  if  it  can  ac- 
cept this  deal  without  upsetting  the  rest 
of  its  fare  structure. 

The  kind  of  haggling  that  goes  on  at 
Priceline.com  over  airfares  is  already 
going  on,  in  a  big  way,  in  the  pharma- 
ceutical business.  The  U.S.  is  the  only 
major  industrialized  nation  that  does 
riot  set  drug  prices.  In  Vermont, 
SmithKline's  Augmentin,  an  antibiotic, 
costs  $2.56  a  pill;  across  the  Canadian 
border  one  pill  costs  85  cents. 

Why  doesn't  SmithKline  simply 
refuse  to  sell  to  die  Canadians?  Because 
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even  a  dime  of  gross  profit  is  worthwhile. 
If  the  company  can  cover  its  R&D  costs 
from  U.S.  patients,  any  foreign  revenue 
is  gravy.  Indeed,  Bernard  Sanders,  the  in- 
dependent Vermont  congressman,  has 
organized  bus  trips  to  Canada  to  high- 
light the  issue,  charging  that  U.S.  citizens 
are  subsidizing  drug  research  for  the  rest 
of  the  world. 

The  next  question  is  whether  Ver- 
mont can  wrangle  the  85-cent  deal  for 
its  citizens  while  people  in  Georgia  still 
pay  $2.56.  The  answer  is  probably  not.  It 
might  run  them  afoul  of  the  commerce 
clause.  Besides,  drugmakers  and  whole- 
salers say  they  need  only  move  their  op- 
erations outside  state  borders  and  then 


they'll  be  free  to  charge  what 
they  like.  This  is  one  reason 
why  Governor  King  might 
veto  the  Maine  bill.  Ver- 
mont's only  in-state  drug  distributor, 
Burlington  Drug  Co.,  in  Milton,  already 
has  alternative  sites  staked  out  in  New 
Hampshire  and  New  York. 

That  brings  us  to  the  last  question, 
whether  these  pesky  bills  could  eventu- 
ally turn  into  real  trouble  for  the  drug 
industry.  Quite  possibly,  yes. 

The  litigation  and  grandstanding  that 
start  in  New  England  (and  might  spread 
to  other  border  states)  will  draw  atten- 
tion to  what  is  already  a  sore  point 
among  the  voting  public — that  many  pa- 


Are  these  legislators  nuts? 
Can  they  get  away  with  thk9 


tients,  especially  old  ones,  cannot  afford 
the  drugs  being  prescribed  to  them.  Thai 
could  ratchet  up  pressure  on  Congress 
to  do  something  drastic. 

Setting  drug  price  controls  aren't  pari 
of  any  current  Congressional  plan  with 
wide  support.  But  they  might  come  tc! 
pass  someday  if  Medicare  drug  coverage 
is  instituted  and  costs  spiral  out  of  conj 
trol.  Then,  even  those  who  are  no  fans  ol 
price  controls  just  might  be  persuaded 
that  Bernie  Sanders  is  right — and  thai 
regulation  is  the  answer. 


Rocket  Returns 
to  Earth  Orbit 

japan  i  Man  loses  $38  billion: 
a  case  study  in  what  makes  stocks 
go  up  and  then  go  down. 

BY  BENJAMIN  FULFORD 

YASUMTTSU  SfflGl  I A  WAS,  AT  (H'R 
last  report  (Dec.  13,  1999),  the 
world's  fifth-richest  man.  This  was 
by  dint  of  the  frenzied  ride  of  the  stock 
of  Hikari  Tsushin,  the  Japanese  mobile 
phono  sales  company  of  which  he  owns 
60%.  At  their  peak  in  February,  shares 
traded  a1  $2,300,  or  720  times  earnings. 


Shigeta's  stake  then:  $42  billion. 
What  the  momentum 
traders  can  send  up  in  a  hurry 
they  can  send  down  in  a  hurry. 
By  late  April  the  stock  had  sunk 
to  $188  and  the  poor  fellow  was 
down  to  his  last  $3.5  billion. 

Hikari's  fall  was  just  one  of 
the  messiest  in  a  recent  across- 
the-board  stampede  out  of 
Japanese  Internet  stocks.  As 
Hikari's  stock  crashed,  Tokyo 
abounded  with  fantastic  ru- 
mors— that  the  company  would 
be  investigated  for  insider  trad- 
ing, that  gangsters  had  an  "in," 
even  that  Shigeta  had  died. 

The  reality  was  more  prosaic. 
The  stock  was  bought  by  small 
investment  funds  early  in  1999. 
They  were  followed  in  turn  by 
more  mainstream  funds,  then  by 
Japanese  individual  investors 
and  finally  by  Japanese  invest- 
ment trusts.  The  effect  of  all  this 
cash  on  a  medium-size  company 
with  only  12%  of  its  shares  trading  was 
a  spectacular  rise.  At  a  certain  point  there 
was  no  one  left  to  buy.  The  stock  began 
to  plunge  on  increasingly  frantic  profit- 
taking  and  stop-loss  selling  as  the  herd 
changed  direction. 

The  process  was  accelerated  by  a 
gaffe  on  Shigeta's  part.  In  an  effort  to 
stanch  the  price  erosion,  he  told  in- 


vestors in  March  his  company's  business 
was  going  to  meet  its  aftertax  profit  tar 
get  for  the  year.  Two  weeks  later  the 
company  announced  its  first-ever  oper- 
ating loss,  $  120  million,  instead  of  a  pre- 
dieted  profit  of  $60  million.  Profit  from 
sales  of  outside  holdings  lifted  the  after 
tax  profit  to  the  target  level,  but  that  die 
nothing  to  soothe  furious  investors. 

Hikari's  operating  loss  was  indeec 
bad  news:  Its  mobile  companies  have 
begun  losing  market  share  to  giant  NTT 
Docomo  this  year.  Also,  Hikari  ex- 
panded too  quickly,  opening  the  fran- 
chise to  shaky  and/or  disreputable  op- 
erators. Irrational  exuberance,  it  woulc 
seem,  was  not  limited  in  this  case  to  out- 
side investors.  However,  Hikari  quickly 
reacted  by  shuttering  600  unprofitable 
shops.  "I  have  had  to  change  my  focus 
from  growth  to  consolidation  and  qual- 
ity control,"  Shigeta  says. 

All  is  not  lost.  Hikari  has  passed 
giant  NTT  to  become  the  fastest-grow- 
ing provider  of  Internet  domains,  e- 
mail  accounts  and  servers  to  small 
businesses.  The  company  is  sitting 
(post  crash)  on  $3  billion  in  unrealizec 
profits  from  its  Internet  investments 
around  the  world.  The  share  price  is 
now,  at  59  times  expected  earnings,  at  a 
level  where  it  might  have  appeal  out- 
side the  momentum  herd.  And  Shigeta, 
still  alive  at  35,  is  young  enough  to 
make  back  a  few  billion. 
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BY  BERNARD  CONDON 

STEPHEN  HILBERT  TURNED  A  KNACK 
for  salesmanship,  a  lot  of  leverage 
and  a  bold  acquisition  strategy  into 
quite  an  empire — the  $50  billion  (assets) 
Conseco  Inc.,  an  insurance  and  con- 
sumer-finance company  based  in 
I  armel,  Ind.  But  things  have  changed. 
( .onseco  shares  peaked  two  years  ago  at 
$58.  They  recendy  closed  at  $7. 

What  happened?  The  balance  sheet 
that  spiraled  the  company  upward  for 
so  long  has  now  spiraled  it  down.  In 
March  Conseco  announced  a  write- 
down on  its  expensively  acquired  mo- 
bile-home finance  company,  Green  Tree 
Financial,  cutting  1999  earnings  by  a 
third.  Conseco's  already  battered  shares 
fell  40%  in  two  days.  Hilbert  says  that 
Green  Tree,  which  has  been  sucking  cash 
from  his  insurance  operations,  will  be 
sold  by  year-end. 

Investors  hope  the  stock  will  then  re- 
gain its  lost  ground.  Will  it? 

A  lot  of  money  is  riding  on  the  an- 
swer, leverage  buyout  king  Thomas  Lee, 
who  bought  $500  million  worth  of  pre- 


ferred  shares  in  November,  would  like  to 
recoup  at  least  some  of  his  investment. 
So  would  170  Conseco  employees  who 
took  out  bank  loans,  backed  by  Con- 
seco, to  buy  stock  on  its  way  down.  If 
they  cashed  out  their  shares  today, 
they'd  still  owe  $500  million.  Then 
there's  Bank  of  America,  source  of  many 
of  the  personal  loans  and  a  big  lender  to 
Conseco  itself.  It's  owed  an  estimated  $1 
billion  from  the  giant  insurer. 


By  the  Numbers 

Hilbert  once  was  the  nation's  highest-paid 
chief  executive,  thanks  to  rocketing 
shares.  Now  he's  one  of  the  most  sued. 


$390  mill 


Value  of  Hilbert's 
shares  at  their  peak  two  years  ago. 

\l_r  Value  of  those 


Number  of  class  actions 
filed  against  Hilbert  in  three 
weeks  last  month. 


Hilbert  has  his  work  cut  out  for  him. 
Interest  costs  and  other  fixed  obligations 
are  running  to  $600  million  a  year.  Bank 
loans  worth  $770  million  come  due  in 
September.  Then  there  is  the  cash  drain 
from  life  insurance  subsidiaries,  Conseco's 
core  business.  Last  year  Conseco  pullec 
$310  million  out  of  these  subs  to  covet 
corporate  overhead  and  service  debt  from 
acquisitions.  But  Conseco's  latest  10-K 
shows  that  by  year-end  it  had  sent  the 
money  back,  plus  $140  million  more,  in 
all  likelihood  to  appease  insurance  regu- 
lators. The  insurance  subs,  as  explained' 
in  our  last  article  on  the  company  (Nov. 
29, 1999),  were  counting  as  assets  a  chunk 
of  securities  issued  by  other  parts  of  thj 
Conseco  empire.  As  Conseco's  finances 
weaken,  assets  like  these  have  to  be  re 
placed  with  hard  money.  There's  still  $35C; 
million  of  the  intramural  paper  left  thatj 
might  have  to  be  replaced. 

If  only  Green  Tree  were  Hilbert 's  sin- 
gle bum  deal.  In  the  two  years  preceding 
that  1998  acquisition,  he  spent  $4.3  bil- 
lion, much  of  it  goodwill,  for  nine  health 
care  insurers,  loading  up  on  debt.  He 
would  have  a  hard  time  selling  them 
today  for  the  same  amount.  Premium 
revenue  for  supplemental  health  care 
one  of  the  big  lines  he  bought,  was  up 
just  2%  in  the  fourth  quarter.  Major; 
medical  premiums  were  down  2.5%. 

Bulls  say  Hilbert  can  get  $4.7  billion, 
plus  the  assumption  of  $2  billion  of  debt, 
for  Green  Tree.  Even  if  he  can,  the  bal 
ance  sheet  isn't  looking  too  good.  Con- 
seco's insurance  operations  generated 
$360  million  in  so-called  statutory  net 
income  last  year  (income  the  way  state 
regulators  count  it,  plus  fees).  In  recent 
years  life  insurers  have  been  changing 
hands  at  15  times  statutory  net,  so  this 
business  is  worth  perhaps  $5.4  billion 

Add  the  $5.4  billion  for  insurance  tc 
the  Green  Tree  value.  Throw  in  $1  bil 
lion  for  miscellaneous  assets,  like  a  stake 
in  a  floating  casino  and  a  telecom  com 
pahy.  What  you  have  is  assets  of  $13  bil 
lion  or  so.  Subtract  $9.8  billion  in  debt 
(parent  and  Green  Tree  combined),  $50C 
million  in  par  value  of  Conseco  preferred 
outstanding,  a  potential  $500  million  ex- 
posure on  the  employee  stock  loans  and 


Getting  paid  faster.  It's  not  a  new  idea. 
But  it  took  a  revolutionary  approach  to 
make  it  a  reality. 
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a  potential  need  to  send  $350  million 
back  into  the  insurance  operations  be- 
fore they  could  be  sold,  and  you  don't 
have  much  value  left  for  common  hold- 
ers. The  bottom  line  comes  to  perhaps 
$2  billion,  or  $6.12  a  share. 

There  are  other  ways  of  calculating 
equity.  Bulls  argue  that  any  sale  of  the 


company  would  be  based  on  Gaap  earn- 
ings, which  would  boost  the  price  tag  on 
the  insurance  operations.  What's  more, 
Conseco  might  extract  money  for  the 
busted  stock  loans  from  the  employees 
and  state  regulators  might  relax  their 
grip.  But  clearly  this  stock  is  no  terrific 
bargain  at  the  moment. 


Last  month  Bank  of  America  forced 
payment  of  $250  million  of  its  Conseco 
preferred  securities.  But  apparently  it 
could  only  get  half  of  its  payment  in  cash. 
The  other  half?  The  bank  essentially  paid 
itself  by  extending  a  $125  million  loan  to 
Conseco.  That  moved  it  forward  in  the 
line  of  creditors.  F 


Spin  Control 

marketingi  Panicked 
dot-com  firms  are  canceling 
ad  buys  to  conserve  cash. 
Did  the  Nasdaq  spoil  the  party 
for  Madison  Avenue? 

BY  MELANIE  WELLS 

RICHARD  KIRSHENBAUM,  CO- 
chairman  of  ad  agency  Kirshen- 
baum  Bond  &  Partners,  wistfully 
recalls  the  Internet  client  that  recently 
ordered  up  a  quickie  ad  campaign,  then 
demanded  that  he  send  it  by  private 
plane  to  the  remote  island  where  the 
dot-commer's  lead  investor  was  vaca- 
tioning. "Money  wasn't  an  issue," 
Kirshenbaum  says  with  a  sigh. 

It  is  now.  Some  dot-com  advertisers, 
shaken  by  the  plunge  in  their  once- 
soaring  stock  prices,  are  yanking  splashy 
ad  campaigns  to  conserve  cash.  "It's 
going  to  get  ugly,"  says  Jon  D.  Mandel, 
chief  negotiating  officer  for  MediaCom. 

That  could  pose  trouble  for  ad  shops 
and  print  and  broadcast  media.  It  also 
threatens  to  silence  Web  firms  just  when 
they  might  need  to  offer  their  customers 
and  investors  a  little  reassurance. 

At  ad  agency  Gotham,  the  pleas 
from  clients  such  as  Furniture- 
find. com,  Ebank  and  Planet Rx  started 
rolling  in  as  the  Nasdaq  tanked  last 
month.  They  canceled  or  put  on  hold 
some  $30  million  in  ads,  says  F.  Stone 
Roberts,  chairman  of  the  agency,  a  unit 
o(  publicly  held  Interpublic  Group  of 
( Companies.  It  suddenly  dawned  on  the 
Weblets  that  they  might  not  get  the  sec- 
ond round  of  public  financing  that 
they  anticipated. 

At  Goodby,  SUverstein  &  Partners, 


cochairman  Richard  Sil- 
verstein  saw  the  first  dis- 
turbing signs  of  a  client 
pullback:  "The  five  calls  a 
day  we  were  getting  from 
dot-com  companies 
aren't  coming  in  now." 

Last  year  Internet 
sponsors  spent  $3  billion 
on  TV  advertising,  up  al- 
most fivefold  from  1998. 
This  year  the  TV  net- 
works were  counting  on 
free-spending  Web  sites 
to  boost  the  prime-time, 
up-front  TV  selling  sea- 
son later  this  month  past 
the  $6  billion  spree  last 
year.  They  are  likely  to  be 
disappointed. 

Some  firms  started  cutting  back  on 
ad  budgets  before  the  market  dropped. 
Among  them:  Pets.com  (with  its  croon- 
ing sock  puppet),  Outpost.com  (flying 
gerbils)  and  Furniture.com  (a  smug, 
talking  cat  named  George).  Instead, 


Hey.  Big  Spender 


In  1999  the  top  ten  dot-com 
advertisers  budgeted  more  than  twice 
what  they  did  in  1998.  Admen  fret 
that  it's  downhill  from  here. 

Brand 


1999  total 

(Sfhou) 


E-Trade 

$129,040 

Amcritrade 

88,747 

Snap.com 

75.786 

Charles  Schwab 

59,099 

Value  America 

58,221 

America  Online 

52,691 

Fidelity  Investments 

44.490 

Amazon.com 

36.361 

AltaVista 

35,817 

Datek 


35,789 


TOP  10  TOTAL 


$616,041 


Sources  Competitive  Media  Reporting;  Publishers 
Information  Bureau. 


they  are  diverting  money  into  cheaper 
outlets  like  radio  ads,  newsletters  and 
junk  mail. 

The  one  group  that  isn't  cutting 
back:  online  brokers  and  financial 
firms,  which  need  to  soothe  rattled  in- 
vestors. After  the  tumble,  PaineWebber 
and  its  Web  site  ran  newspaper  ads  to 
reassure  investors,  but  also  warned: 
"Substantial  risks  remain." 

Even  some  ad  executives  say  the 
dot-coms  need  to  step  back  and  re- 
assess— ditch  silly,  scattershot  cam- 
paigns and  move  more  strategically. 

"Those  with  a  decent  business  can'tj 
maintain  it  unless  they  brand  them- 
selves over  time,"  opines  Ellis  Verdi, 
president  of  ad  agency  DeVito/Verdi. 
"Maybe  the  answer  isn't  a  $30  million 
national  campaign.  Maybe  it  is  better  to 
blitz  a  particular  audience  or  region  of 
the  country  and  then  roll  it  out  slowly 
from  there." 

In  other  words,  act  like  a  grown-up 
advertiser.  What  a  concept.  F 
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Half  Right,  Sehor  Ross 

t  R  A  B  E  |  As  it  approaches  a  political  milestone, 
Mexico  has  become  an  industrial  heartland. 

BY  LEIGH  GALLAGHER 

I  SI  TWO  MONTHS  MEXICO  WIL1  UK  I  A  SUCCESSOR  TO 
President  Ernesto  Zedillo.  The  first  real  challenge  to  the 
ruling  Institutional  Revolutionary  Party  (l'Ri)  in  71  wars 
promises  a  good  political  show.  A  more  significant  milestone: 
It  could  lead  to  the  smoothest  political  transition  in  recent 
memory,  breaking  Mexico's  "sexenio  curse"  of  economic  tur- 
moil coinciding  with  political  transitions — the  most  recent, 
the  1994-25  peso  devaluation  of  58%. 

In  six  years  Mexico  has  endured  one  o!  its  worst  economic 
crises  and  experienced  one  oi  its  speediest  comebacks.  Real  ( .1  >l' 
in  the  first  quarter  is  expected  to  run  6%  to  7%  higher  than 
last  year,  and  will  likely  exceed  5%  average  annual  growth  lor  the 
^fiv£-years  through  2000.  Trade  with  the  U.S.  reached  record  lev- 
els last  year;  in  1WK  Mexico  surpassed  lapan  as  America's  sec- 
^OTd3a?&?st4^cHng<^aitoei;  trailing  only  Canada. 

^jietkoj"  a  "sucking  sound" 
'order.  Hut  Mexico's  come- 


/  \ 


back  is  more  than  that:  It's  the  roar  of  an  industrial  engine. 
Vies,  Levi  Strauss  8c  Co.  has  shifted  50%  of  its  production 
there,  but  Volkswagens  popular  new  Beetle  is  Mexican  from 
start  to  finish.  The  western  state  of  Jalisco,  long  the  heart  pi 
tequila  production,  now  turns  out  cell  phones,  computer 
motherboards,  chips  and  peripherals,  mostly  from  its  capi 
tal,  C  iuadalajara.  lalisco  has  added  320,000  jobs  since  1 994. 

All  this  while  the  country  laces  crime,  corruption, 
creaky  infrastructure,  currency  fluctuation  and  a  still-weak 
banking  system — forget  armed  insurrection.  Next  chal- 
lenge: lessening  Mexico's  dependence  on  the  U.S.,  destina- 
tion for  more  than  80%  of  its  exports.  The  free-trade 
agreement  Mexico  recently  signed  with  the  European 
Union,  building  on  the  historic  Nafta  accord,  should  help. 

"Mexico  has  transformed  itsell  tremendously.  Six 
years  ago  it  was  broke,  people  were  defaulting  on 
their  loans  and  unemployment  was  ram- 
pant," says  Renato  Grandmont,  Latin 
America  strategist  for  Deutsche  Bank. 
"Now,  unemployment  is  near  its 
record  low,  the  currency  is 
strong  and  it's  a  vibrant 
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TOTAL 
MEXICAN 
EXPORTS 

1993: 
$51.9  billion 
1999: 
$136.7  billion 


. AS  A  PERCENTAGE 
OF  EXPORTS 


TOTAL  POWER  USAGE. 
6J6AWATTS  PER  HOUR 

1993: 135,516 
1999: 191,888 

TOTAL  EXPORTS, 
STATE  OF  JALISCO 

1993:    $2.2  billion 
(47%  electronics) 
1999:  $12.3  billion 

(74%  electronics) 


AUTO  PRODUCTION 

(LIGHT  VEHICLES). 
UNIT  VOLUME 


1993: 1.1  million 
1999: 1.5  million 
2000: 1.8  million 
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EXICAN  EXPORTS  TO  U.S.. 
UNIT  VOLUME 
BLUE  JEANS,  MENS 

AND  WOMEN'S 
1993:    2.2  million 
1999: 13.3  million 

HOUSEHOLD 
FOOD  BLENDERS 

1993:  3.3  million 
1999:  9  2  million 

AUTOMATIC 
COFFEEMAKERS 

4.2  million 
9.4  million 

CAR  RADIOS  AND 
CASSETTE  PLAYERS 

1993:493.000 
1999:  6.3  million 

GASOLINE-POWERED 
LAWNM0WERS 

1993:656 
1999: 1.3  million 

HALOGEN  LAMPS 

8.7  million 
28.0  million 

PREPARED  AND 
PRESERVED  MANGOS 

1993:  2.9  million 
1999:  4.6  million 


lay  ol  Commerce  and  Industrial  Of 
•nr  el  Commerce.  Secretary  ol  Energy  ol 
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We've  made  a  tough  case 
for  the  travelling  man. 


The  mechanical  pilot's  chronograph  with  its  soft-iron 
inner  case  for  protection  against  magnetic 

fields  is  ready  for  the  next  great  adventure.  This  me- 
chanical, automatically  wound  chronograph 

is  water-resistant  to  200  feet  and  withstands  sudden 
decompression  equivalent  to  an  altitude 

of  52,000  feet.  Ref.  3706  in  stainless  steel,  $  3995.- 


IWC 

Since  1868. 
And  for  as  long  as  there  are  men. 


D(g)(y)(R)(n)(€)(fi)(y 

WHERE     YOU     MEET.  ..YOUR     OTHER     FACE 

NEW  YORK   ■  PALM  BEACH   •  BAl  HARBOUR   •  SOUTH  COAST  PLAZA   .  HOUSTON 

SHOP  AT  HOME:  1.800.348.3332 

www.tourneau.com 
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The  $13  Billion 
Honey  Pot 

F  u  N  D  s  I  How  can  Ned 

Johnson  come  up  with  the 
money  to  retain  star  managers? 
Give  them  options  in  his  hotshot 
British  telecom  venture. 

BY  JACK  EGAN 

UDELITY,  THE  NATION'S  LARGEST 
mutual  fund  company,  is  in  a 
quandary:  How  do  you  pay  first- 
rate  portfolio  managers  enough  to  re- 
tain them?  At  Fidelity  Investments, 
whose  privately  owned  parent  FMR 
Corp.  is  controlled  by  Boston's  Johnson 
family,  they  can't  get  stock  options. 

In  the  past  several  months,  seven 
star  managers  have  departed,  including 
Erin  Sullivan  of  Aggressive  Growth  (to 
start  her  own  hedge  fund)  and 
Matthew  Grech  of  Select  Electronics  (to 
Thomas  Weisel  Partners).  And  when 
top  Fidelity  employees  leave,  it's  expen- 
sive for  the  fund  giant  because  they 
own  illiquid  company  stock  that  must 
at  some  point  be  cashed  out. 

The  answer  may  lie  across  the  At- 
lantic in  a  fast-growing  outfit  called 
Colt  Telecom  Group,  which  operates 
high-capacity  networks  in  21  Euro- 
pean cities  for  the  likes  of  Deutsche 
Bank  and  Reuters.  Colt's  stock  is  up 


Privately  held  Fidelity  can't 
reward  talent  with  the  allure 
of  good  liquid  stock  holdings. 

thirtyfold  since  it  began  trading  in 
1996,  and  generous  options  issued  to 
Colt's  own  executives  have  made  150 
of  them  millionaires. 

Fidelity's  venture  arm  owns  51%  of 
(  oh,  whose  $25  billion  market  cap  ri- 
vals what  the  rest  of  Fidelity  would  be 
worth,  were  it  public.  So  Fidelity  could 
hand  out  options  to  its  own  employ- 
ees written  against  its  Colt  stake.  Ira 
Kay,  an  executive  pay  specialist  at  Wat- 
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son  Wyatt  Worldwide,  says  that  strat- 
egy would  turn  Colt  into  "a  hedged 
source  of  liquidity." 

It  would  solve  a  problem  for  Fidelity 
Chairman  Edward  C.  lohnson  III,  who 
constantly  bats  down  suggestions  that 
his  290-fund  empire  (assets  under 
management:  $1  trillion)  go  public. 
Other  fund  companies,  such  as  T.  Rowe 
Price  and  Eaton  Vance,  became  publicly 
traded  in  part  to  juice  up 
staffers'  pay  packages. 

Fidelity  wouldn't  be  the 
first  to  try  stanching  a  talent 
exodus  with  equity  entice- 
ments from   a  subsidiary. 
Nonpublic  Andersen  Con- 
sulting is  granting  staffers  stock  in  the 
companies  funded  by  its  e-commerce 
venture  capital  division. 

Fidelity  does  have  other  resources  to 
pay  talent.  Last  year  it  topped  $1  billion 
in  aftertax  profits  on  revenue  of  $8.8 
billion.  But  occasionally  it  needs  a  big 
hunk  of  cash  to  pay  departing  share- 
holders. Case  in  point:  last  February's 
retirement  of  marketing  chief  J.  Gary 
Burkhead.  Insiders  say  his  5%  piece  of 


the  closely  held  FM 
shares  was  worth  $1  bi 
lion.  "Ned  Johnson  d 
not  want  to  dig  into  h 
pocket  to  pay  for  Gary 
retirement,"  says  one  fo 
mer  Fidelity  executive. 

Alternatives  like  takir 
on  debt  aren't  entirely  sa 
*y  !  isfactory.  The  Burkhea 

departure  fired  specuk 
tion  that  the  company's  5 
billion  bond  issue  la 
year — its  first  ever — -w; 
done  partly  to  pay  h 
farewell  tab.  Fidelity  d 
nies  that,  saying  the  pre 
ceeds  are  for  "intern 
purposes"  like  more  vei 
ture  investments. 

Fidelity  could  face  ai 
other  big  sayonara  payoi 
in  the  near  future.  Jam 
Curvey,  FMR's  vice  chai 
man,  is  64  and  also  owns 
sizable  chunk  of  the  stoc 
He  says  he  has  "no  plans"  to  retire,  bi 
surely  will  at  some  juncture. 

While  Fidelity  won't  discuss  pe 
sonnel  matters,  the  Colt  treasure  che 
must  be  hard  to  ignore.  An  acronym  f( 
City  of  London  Telecommunication 
Colt  last  year  was  the  best  performer  o 
the  Financial  Times  Stock  Exchan 
100  index,  where  it  replaced  Briti 
Steel.  Over  here,  the  telecom  operate 
traded  on  Nasdaq  at  a  recent  $17' 
down  from  the  March  high  of  $263,  y 
still  double  last  fall's  level. 

Launched  by  Fidelity's  little-know 
venture  unit  in  1992,  it  has  enjoys 
commendable  growth,  with  1999  rej 
enue  up  10%  to  $610  million.  Eno! 
mous  capital  spending  has  kept  Colti 
the  red,  but  the  company  expects  to  r. 
profitable  in  2003. 

Colt  is  the  crown  jewel  of  Fidelity 
50-plus  venture  investments,  whic 
also  include  the  TriZetto  Interni 
medical  site  and  a  Boston  bus  corr 
pany.  And  Fidelity  brass  are  closel 
involved  with  the  British  telecom  up 
start.  Curvey  serves  as  Colt's  none> 
ecutive  chairman. 


The  first  half  million 
is  the  hardest. 


Once  you  have  $500,000  to  invest,  you  qualify  for  customized  asset  management. 
Now  you  can  let  your  money  work  for  you. 

Atlanta  •  Boston  •  Chicago  •  Dallas  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco  •  West  Palm  Beach 

Private  Asset  Management   |  Trust  Company  Services 


1-877-232-4859 
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GEORGE  FROM  TULSA  emailed  you  to  find 
out  how  to  treat  a  nasty  little  rash. 


It  was  allergy  season  and  your  customer 
service  system  couldn't  scale  to  handle  the 
sudden  spike  in  emails. 

When  you  replied  seven  days  later  he  didn't 
get  the  message.  He  was  waiting  in  the  ER. 


Sick  of  losing  customers? 


Don't  be  afraid  to  look  your  customer  in  the  eye. 
Get  beyond  the  service  you  offer  and  into  the  customer  experience  you  deliver, 
result  is  a  less-painful,  more-profitable  relationship.  We  can  help  immediately. 
See  who  we've  helped  and  how  at    www.egain.com  1-877-209-GAIN 


eGain 

Gain    and    Sustain" 
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Humbled  Honda:  A  once 
dominant,  now  determined  Ray 
Blank  with  the  muscular  RC5I. 
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After  dominating  the  U.S.  motorcycle 
market  for  30  years,  Honda  has 
fallen  behind  once-struggling 
Harley-Davidson.  It  needs  to  add  a 
little  torque  to  its  marketing. 


BARROI 


AT  THE  BARTELS  HARLEY-DAVIDSON  DEALERSHIP  IN 
Marina  del  Rey,  Calif.,  image  sells.  Customers  ca- 
ress shiny  Harleys  and  racks  of  leather  jackets  an< 
chaps  while  tunes  from  the  1960s  rock  band  the 
Doors  waft  overhead.  Top  salesman  Timothy  (Big 
Tim)  Wayne,  a  hulking,  ponytailed  former  pro  wrestler 
swathed  in  black,  helped  post  another  record  year  for  Bartels, 
which  sells  as  many  as  15  bikes  a  weekend  for  as  much  as 
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22,000  each.  Next  door,  the  owner's 
)n  runs  a  rental  agency  that  outfits  80 
rannabe  bad  boys  a  week  with  Hogs 
nd  leather  jackets. 

Contrast  that  with  the  scene  in 
earby  Covina  at  Bert's  Mega  Mall,  a 
ivernous  dealership  housed  in  a  former 
arget  that  sells  Hondas  and  other  Japan- 
;e  models.  A  smiling  greeter  meets  cus- 
>mers  at  the  door.  There's  a  coat  and 
ag  check  and  a  petite  snack  bar. 

"No  one  tattoos  Honda  on  their 
Tn,"  laments  Ronald  Seidner,  the 
vvner.  At  Bert's,  even  Yamaha  outsells 
merable  Honda  three  to  one. 

Rock  'n'  roll  versus  rice-burners,  as 


the  imports  are  derisively  known 
among  Harley  fans.  Until  recently  it  was 
a  battle  that  Honda  dominated  with  its 
well-engineered  vehicles.  But  last  year 
Milwaukee,  Wis.-based  Harley  eclipsed 
Honda  as  the  number  one  seller  of  mo- 
torcycles in  the  U.S.  market  for  the  first 
time  in  three  decades. 

Honda's  slip  comes  when  sales  of 
street  bikes  are  revving  up,  rising  24% 
overall  last  year  to  340,000.  This  year 
Harley  will  extend  the  lead,  selling  a 
likely  180,000  bikes  versus  150,000  for 
Honda,  according  to  longtime  industry 
consultant  Don  J.  Brown.  Honda's 
worldwide  motorcycle  sales  fell  19%  in 


' 


1999  and  are  expected  to  decline  an- 
other 5%  this  year. 

"We  understand  there  are  compa- 
nies trying  to  bite  the  giant  all  over  the 
place,"  acknowledges  Raymond  Blank, 
senior  vice  president  of  American 
Honda's  motorcycle  division.  "Harley- 
Davidson  has  done  a  great  job." 

Don't  be  fooled  by  the  nonchalance. 
For  Honda,  the  loss  of  its  dominance  in 
U.S.  motorcycling  is  a  devastating  em- 
barrassment. The  company,  which  was 
born  as  a  motorcycle  manufacturer 
with  a  proud  heritage  in  racing,  is  cred- 
ited with  expanding  the  U.S.  market  by 
making  reliable  motorcycles  that  ap- 


From  outlaws  to  orthodontists: 

Harley  dealer  Bill  Bartels  sells 

cool  to  rich  urban  bikers. 
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iLonda_ 


Not  So  Easy 
Riders 


1959  Honda 
enters  the  U.S. 
motorcycle 
market  with  well- 
engineered, 
innovative  bikes. 
The  company 
popularizes  the 
vehicles  with  "You 
meet  the  nicest 
people  on  a  Honda"  advertising  campaign. 

l969Harley- 
Davidson's  rebel 
culture  goes 
Hollywood.  Dennis 
Hopper,  Jack 
Nicholson  and 
Peter  Fonda 
promote  the 
bad-boy  image  in 
Easy  Rider. 

1970  Harley-Oavidson  begins  to 
struggle  financially  under  the  haphazard 
management  of  American  Machine 
&  Foundry. 

1975  Honda  begins  selling  the  Gold 
Wing,  which  becomes  the  standard- 
bearer  for  touring 
motorcycles  and 
competes  with 
Harley-Davidson's 
heavyweight 
bikes. 

1981  Harley-Davidson  management 
buys  the  company,  which  teeters  on 
the  edge  of  bankruptcy  over  the  next 
several  years.  Unreliable  Harleys 
face  tough  competition  from  Honda's 
well-built  bikes. 

1986  Motorcycle  sales  fall  dramatically 
as  prices  for  Japanese  bikes  rise  against 
a  weak  dollar. 

1991  Spurred  by  a  large  inventory  of 
inexpensive  used  bikes,  motorcycle  sales 
start  to  rebound.  Harley-Davidson  begins 
a  turnaround,  improving  the  quality  of  its 
machines  and  promoting  the  mystique. 

1999  Harley- 
Davidson 
overtakes  Honda 
in  U.S.  sales. 
Honda  embarks 
on  a  three-year 

strategy  to  reclaim  its  dominance. 

-KB. 

Sources:  DJB  Associates;  Honda;  Harley. 
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pealed  to  everyday  folks.  The  com- 
pany's 1960s  slogan,  "You  meet  the 
nicest  people  on  a  Honda,"  helped  dis- 
tance motorcycling  from  its  scruffy  out- 
law reputation. 

Although  not  as  profitable  as  cars, 
motorcycles  are  still  the  foundation  of 
the  $52  billion  (1999  revenues)  com- 
pany's renown  as  an  engineering 
power.  Almost  all  of  Honda's  auto- 
mobile engineers  begin  their  careers 
designing  motorcycles,  and  most  of 
the  company's  presidents  have  come 
out  of  the  business.  And  because  of 
their  smaller  production  runs,  the 
company  often  tries  out  new  tech- 
nologies on  the  motorcycles  before 
adapting  them  to  its  cars. 

But  an  army  of  pocket-protector- 
wearing  engineers  is  apparently  no 
match  these  days  for  the  macho  mys- 
tique of  a  Hog.  Harley's  resurgence  is 
all  the  more  impressive  since  it  is  es- 
sentially a  niche  player,  making  just  two 
styles  of  motorcycles:  cruisers  and  tour- 
ing bikes.  Honda,  by  contrast,  makes 
everything  from  dirt  bikes  to  racing 
motorcycles.  There  are  even  pint-size 
off-road  Hondas  that  can  be  ridden  by 
spoiled  4-year-olds. 

But  nowadays  you'll  more  likely 
find  an  orthodontist  than  an  outlaw  on 
a  Hog.  About  70%  of  dealer  William 
Battels'  customers  are  "rubs,"  or  rich 
urban  bikers.  Harley  has  greatly  im- 
proved the  engineering  of  its  histori- 
cally unreliable  bikes,  spiffed  up  deal- 
erships and  made  them  more  into 
boutiques  that  entice  aging  boomers 
captivated  by  Harley's  rebel  culture 
and  made-in-America  image. 

"We  increased  the  awareness  and 
lightened  up  the  image,"  says  Jeffrey 
Bleustein,  Harley's  chief  executive  offi- 
cer. Under  the  inventory  at  the  Bartels 
dealership,  you're  more  likely  to  find  a 
latte  spill  than  an  oil  stain.  Along  with 
the  leather  chaps,  the  dealers  peddle 
baby  jumpers  festooned  with  the 
Harley-Davidson  logo,  silver  and  gold 
ladies'  watches  and  even  boxer  shorts 

Counters  Blank  of  Honda:  "We 
cater  to  the  enthusiast.  We  don't  attract 
a  rider  who  buys  a  motorcycle  for 
driveway  jewelry." 


Honda  isn't  asleep  at  the  handle-lj 
bars.  At  a  dealership  meeting  in  New 
Orleans  last  fall,  humbled  Honda  exec-l 
utives  took  the  unusual  step  of  deigning 
to  specifically  mention  Harley-David-I 
son  by  name.  The  company  recently 
completed  a  new  state-of-the-art  mo-nj 
torcycle  center  in  Japan,  and  has  reas-i  | 
signed  some  of  its  most  experienced  en-  ! 
gineers  to  work  on  new  motorcycle!] 
designs.  In  the  U.S.,  the  company  has 
boosted  its  staff  at  headquarters  by  12% II 
to  support  the  new  products. 

Not  a  moment  too  soon.  Some  of  I 
the  company's  mainstays,  including  the 
once  cutting-edge  Gold  Wing  touringll 
bike,  haven't  been  revamped  in  over  al 
decade.  William  Sloan,  a  top  Gold  Wingjj 
dealer  in  Murfreesboro,  Term.,  says  loyal  I 
Gold  Wing  owners  come  in  to  havejj 
bikes  with  1 50,000  miles  serviced,  but! 
look  at  the  new  models  and  shrug. 

Making  up  for  lost  time,  Honda! 
introduced  eight  new  bikes  for  this] 
year,  up  from  three  in  1999.  The  star  is II 
the  new  RC51,  a  $10,000  production  J 
racing  bike  that  is  also  street  legal.! 
Honda  hopes  that  the  buzz  on  the  rac-l 
ing  circuit  created  by  the  muscular! 
126hp  machine  will  entice  new  riders! 
into  showrooms. 

"This  is  the  darling  of  sport  bikes,"! 
gushes  Blank,  straddling  an  RC51  in  the! 
lobby  of  American  Honda's  headquar-1 
ters  in  Torrance,  Calif.,  where  employ-!! 
ees  celebrate  every  Honda  racing  winl 
with  chocolate  cake. 

Of  course,  Harley  isn't  standing  still 
The  company  is  expanding  its  recently 
acquired  Buell  Motorcycle  division 
Earlier  this  year  the  company  intro- 
duced a  $4,400  Buell  bike  called  the 
Blast  that's  aimed  at  first-time  riders 
and  women. 

Perhaps  remembering  how  long  his 
company  was  on  the  receiving  end  of 
Honda's  dominance,  Harley's  Bleustein 
is  trying  to  remain  humble.  "I  think  this 
whole  thing  has  gotten  blown  out  of 
proportion.  I'm  not  going  around 
crowing  about  it.  We're  not  going  to 
war.  I  just  want  to  sell  big  bikes  and  get 
more  people  into  the  sport." 

But  then  he  deadpans:  "We're  flat- 
tered they  recognize  we're  around."  F 


Cork  and  Dump 

nterprising  collectors  are  using  online 
uctions  to  do  to  wine  what  day  traders  did  to 
sch  stocks.  Just  don't  tell  the  Feds. 


f  SILVIA  SANSONI 

iWOV'D  NEVER  KNOW  BY  LOOKING 
W  at  his  wine  collection  that  a  strug- 

5  gling  graduate  student  we'll  call 
|  ike  Kelly  is  subsisting  on  a  meager 

5,000  fellowship.  Stacked  in  one  of 

e  two  bedrooms  of  his  Tulsa,  Okla. 
|>artment  sit  cases  upon  cases  of 
•  ized  wines  from  some  of  the  best  vin- 
!ges:  1995  Domaine  de  la  Romanee 
bnti,  1989  Chateau  Latour,  1990 
Inateau  Margaux — a  $35,000  cache. 

Kelly,  27,  finances  his  taste  for  the 
bod  stuff  through  a  lucrative  side 
lisiness — auctioning  off  rare  wines 
n  the  Internet.  He  buys  bottles  di- 

ctly  from  producers  and  resells  or 
i  lips"  them  online  for  up  to  ten  times 

e  price. 
I   Over  the  past  three  years,  Kelly, 

ho  doesn't  want  his  real  name  used 

r  fear  wineries  will  cut  off  his  supply, 

ys  he  has  paid  or  schmoozed  his  way 
|ito  the  mailing  lists  of  35  boutique 


winemakers  whose  wines 
are  in  hot  demand.  Re- 
cently allocated  three 
bottles  of  Napa  Valley 
cabernet  Screaming  Eagle 
at  a  retail  price  of  $75  a 
bottle,  he  flipped  them  for 
$750  a  bottle  on  winecom- 
mune.com  before  even  re- 
ceiving the  stuff. 

Over  the  past  two  years 
Kelly  claims  he's  made  at 
least  $100,000  flipping 
wines.  "The  profit  potential 
is  absurd,"  says  Kelly. 

There's  just  one  prob- 
lem. Unlike  legitimate  Web 
marketing  of  wine  through 
a  network  of  licensed 
wholesalers  (FORBES,  Apr. 
3),  flipping  wine  for  profit 
without  a  liquor  license  is  a 
criminal  offense  in  almost  every  state. 
Shipping  wine  to  an  individual  without 
going  through  a  wholesaler  and  a  re- 
tailer is  a  felony  in  nine  states.  Add  un- 
declared capital  gains  to  the  mix  and 
you've  broken  enough  laws  to  spend 
more  time  locked  up  than  a  grand  cru. 
Kelly  would  appear  to  have  lots  of 
company.  There  are  at  least  13,000  peo- 
ple trading  wine  online,  based  on  auc- 
tion sites'  membership.  Most  of  them 
trade  using  aliases,  claims  Kelly,  who 
says  all  the  people  he  deals  with  do. 

Those  traders  who  live  in  a  state 
that  forbids  direct  shipment  of  wine  to 
consumers,  like  Tennessee,  Florida  or 
Kentucky,  get  around  restrictions  by 


keeping  mailboxes  in  neighboring 
states  with  more  permissive  laws. 

The  major  auction  houses  like 
Christie's  and  Sotheby's  won't  touch 
online  wine  auctions  for  fear  of  the 
legal  issues.  Nor  will  Ebay 

Thus  the  main  action  is  with 
smaller  auction  sites  like  Napa  Valley- 
based  Winebid.com,  which  sells  $6 
million  of  wine  a  year.  Winecommune, 
based  in  San  Francisco,  is  a  person-to- 
person  auction  site  that  runs  up  to  800 
auctions  at  a  time.  Sellers  can  auction 
as  little  as  one  bottle  on  these  sites. 

These  firms  don't  do  extensive 
background  checks  on  their  clients. 
They  don't  know  if  those  who  are  sell- 
ing have  liquor  licenses  or  whether 
those  who  are  buying  are  doing  so  only 
for  their  own  consumption. 

The  wine  watchdogs  claim  they  have 
their  hands  tied.  "We  don't  have  the  per- 
sonnel and  the  resources  to  track  down 
who  is  hustling  wine  on  the  Internet," 
says  Manuel  Espinoza,  chief  deputy  di- 
rector of  the  California  department  of 
Alcoholic  Beverage  Control. 

Online  traders,  working  the  chat 
rooms  to  see  what's  coming  on  the 
market,  deal  mostly  in  "cult  wines," 
produced  in  just  a  few  hundred  cases 
a  year.  Like  an  Internet  stock  being 
hyped  by  an  analyst,  the  value  of  a 
coveted  wine  can  skyrocket  if  it  gets 
good  reviews. 

In  February,  for  example,  Wine  Ad- 
vocate editor  Robert  Parker  raved  about 
Australia's  1997  Wild  Duck  Creek 
(Duck  Muck  Shiraz),  released  to  U.S. 
merchants  at  a  suggested  price  of  $100 
per  bottle.  Two  months  later  the  price 
rose  to  $951  a  bottle. 

Unless  the  laws  change  (unlikely)  or 
the  Feds  crack  down  (ditto),  wine  flip- 
ping will  likely  continue  to  grow.  Until 
the  Napa-daq  bubble  bursts.  Could  it? 
Well,  as  more  Duck  Muck  came  to  mar- 
ket, its  price  sank  to  a  recent  $540.      F 


'liquor  laws  were  designed  to  control 

moonshiners  in  the  mountains  of 
Tennessee,  not  fine  wine  collectors." 
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&(J  you  get  this  urgent  call.  It's  your  client."d\ti  my  Boise  shipment  go  out?" 
You're  a  thousand  miles  from  anywhere.  You  don't  know. 
"I'll  get  back  to  you."  You  call  Patricia,  the  sales  manager.  She's  not  in. 
So  you  e-mail  her.  Then  you  think,  maybe  the  factory  supervisor. 
You  call  his  assistant.  He's  in  a  meeting.  Can  he  call  you  back? 
Your  phone  rings.  It's  the  client  again ."Did  the  parts  ship, yes  or  i| 

Another  call  is  coming  in.  You  click  over.  It's  Patricia. 
She  got  your  e-mail.  But  she's  in  her  car. 

SHE  DOESN'T  KNOW  ANYTHING. 

YOU  CLICK  BACK  OVER.  0  H , 

*J    Hello? 


Hello? 


hello? 


NO  CLIENT! 
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call 
1.800.ibm.7080[xnow] 

or  go  online  to  find  a 

Web-enabled  solution 

that  fits  your 

needs  at 

ibm.com/e-business/now 


IBM  and  the  e-business 
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.SO  you  find  this  house.  Victorian.  Mammoth  kitchen.  You  want  it. 

You  go  to  your  bank.  The  mortgage  guy  looks  at  your  paperwork.  Whoops. 

You're  missing  a  statement.  Month  of  March.  Oh.  But  I  do  my  checking  here,  you 

Can't  you  just  pull  it  up?  He  can't.  First  floor,  he  says.  You  go  there. 

The  teller  shakes  her  head.  We  need  a  written  request.  By  mail. 

But  it's  simple,  you  say.  I  just  need  March. 

I'm  with  the  mortgage  guy  now. 

DIFFERENT  DIVISION,  SHE  SAYS. 

BUT  AREN'T  YOU  THE  SAME  BANK?  "YES  AND  NO." 

SHE  SMILES.  THEN  YOU  SMILE  BACK. 

AND  MAKE  A  REALLY,  REALLY 

bi 


WITHDRAWAL 


CUStOmer  Service  >    e-business  Systems  integration  Let  your  customers 

see  you  as  one  company.  Learn  more  about  them  in  the 
process.  IBM  Global  Services  can  show  you  how. 


call 

1. 800. ibm. 7080  [x  now] 

or  go  online  to  find  a 

Web-enabled  solution 

that  fits  your 

needs  at 

ibm.com  /e-business/now 


IBM  and  the  e-business  logo  are  trademarks  of  International  Business  Machines 
Corporation  in  the  United  States  and/or  other  countries.  ©  2000  IBM  Corp. 


The  Clawback 

A  devious  scheme  by  Congress  to  warp 

the  tax  brackets  ensnares  anyone 

with  gambling  losses  or  state  tax  refunds. 

BY  DAN  SELIGMAN 


WHEN  I  WAS  LAST  CAUGHT  DE- 
riding  the  tax  on  betting  in- 
come in  these  pages  (Apr.  5, 
1999),  the  story  line  was  that  the  IRS 
was  counting  my  dining  room  table — 
and  yours,  too,  if  there's  a  card  game  on 
it — as  a  "gambling  establishment."  This 
means  that  a  fellow's  winning  nights  at 
the  table  count  as  income  and  are  sup- 
posed to  be  reported  (on  Form  1040, 
line  21),  even  if  they  are  offset  by  busted 
flushes  resulting  in  losses  on  other 
nights  at  the  selfsame  table.  This  is  the 
IRS'  formal  position,  even  though  every 
character  in  the  agency  knows  in  his 
bones  that  only  an  idiot  reports  "in- 
come" from  a  friendly  poker  game. 

But  that  was  last  year's  sob  story. 
This  year  it  has  to  do  with  the 
clawback.  This  is  a  mischievous 
addition  to  the  tax  code,  enacted 
in  the  no-new-taxes  era  of  1990, 
in  which  a  portion  of  your  item- 
ized deductions  are  taken  back. 
That  portion  is  equal  (for  almost 
all  taxpayers)  to  3%  of  the 
amount  that  adjusted  gross  in- 
come exceeds  a  certain  floor 
amount,  now  set  at  $128,950  on 
joint  returns.  The  effect  of  the 
clawback  is  twofold.  One  is  that 
it  raises  tax  rates  in  a  devious  and 
underhanded  fashion.  The  top 
bracket  is  no  longer  39.6%  but 
more  like  40.8%.  The  other  effect 
is  that  it  gives  the  Internal  Rev- 
enue Service  a  small  rake-off 
whenever  you  have  certain  kinds 
of  income  offset  by  losses.  Gam- 
bling income,  for  example. 

\1\  L999  tax  return  featured 
$4,575  oi  gambling  income  that 
could  not  be  ignored,  as  it  had 
been  reported  on  W  2G  forms — 
the  ones  they  give  you  when  you 
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hit  a  trifecta  at  the  track.  But  I  also  had 
an  honest  $1,800  of  offsetting  losses. 

Weird  thing  about  the  tax  code: 
Those  losses  stopped  $54  shy  of  offset- 
ting $1,800  of  gambling  profits.  Rea- 
son: Instead  of  putting  down  your  net 
gambling  win  as  an  income  item,  you 
must  include  your  gross  win  on  the 
front  page  of  the  return,  while  the  loss 
goes  on  Schedule  A.  It's  the  front  page 
that  determines  (again,  for  almost  all 
taxpayers)  the  amount  of  the  clawback. 
What  happens  on  Schedule  A  doesn't 
protect  you  from  the  claw.  The  $54,  by 
the  way,  is  3%  of  $1,800. 

This  is  far  from  the  only  way  that 
the  IRS  makes  a  little  point  spread  on 
an  income  item  and  its  offset.  If  you 
dutifully  pay  your  estimated  state  in- 


come taxes,  and  estimate  too  high,  yoi 
will  get  clawed.  The  refund  pops  ont( 
the  front  page  of  your  federal  return  a 
an  income  item  taxed  at  40.8  cents  oi 
the  dollar.  The  offsetting  deduction  fo 
state  tax  paid  is  worth  only  39.6  cents. 

And  the  IRS  is  not  the  only  agenc 
with  a  point  spread.  The  great  bulk  o 
my  federal  tax  deductions  are  for  stat 
and  local  tax  payments — which  are  no 
deductible,  of  course,  on  the  state's  owi 
return.  So  I  take  the  state's  standard  de 
duction  ($13,000)  instead  of  itemizing 
Without  itemizing,  I  had  no  way  ti 
avoid  paying  New  York  State  and  Cit 
taxes  on  all  the  $1,800  of  losses. 

Senator  Dan  Coats  (R-Ind.)  hai[ 
the  wild  idea  to  eliminate  the  gamblin 
loss  offset  entirely  and  let  the  guy  wit 
$5,000  of  wins  and  $25,000  of  iossej 
pay  taxes  like  a  man  on  that  $5,00( 
Coats  is  out  of  the  Senate  now,  so  per 
haps  it  is  not  too  wild  to  suggest  a  rej 
verse  course  of  action.  Given  that  garr  | 
bling  is  a  zero-sum  game,  and  that  nd 
losses  are  not  deductible,  Congres 
could  make  gambling  tax-exemp 
Odds  are  against  it,  though. 


The  IRS  makes  a  little  point  spread  on 

gambling  income  and  offsetting  losses. 


Didn't  someone  say  less  is  more? 
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*Our  Growth  &  Income  Mutual  Fund's 
Annual  Expense  Charge.' 


Find  out  more  about 
our  minimalist  approach. 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high  quality 
personal  retirement  annuities,"  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  funds  Barron's  says  "sport  some 
of  the  lowest  expenses. ..and  delivered  gains  that  are  hard  to  match"? 

Of  course,  past  performance  is  not  a  guarantee  of  future  results.  For  more 
information  about  TIAA-CREF's  products  and  services,  including  charges 
and  expenses,  or  mutual  fund  and  personal  annuity  prospectuses,  call 
800226-0147.  Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 
those  who  shape  it."" 
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3  a  voluntary  waiver  of  the  investment  management  fee  The  waiver  will  remain  in  effect  until  at  least  July  1.  2003  ft  Availability 
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in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services,  Inc.  distributes  the  variable  component  of  the  personal  annuities,  TIAA- 
tual  Funds,  and  Tuition  Savings  Agreements.  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities.  TIAA-CREF  Trust  Company. 
ides  Trust  Services  ©  2000  TIAA-CREF  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 
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Donor's  Intent 

Courts  are  starting  to  get  tough  with  nonprofits 
that  play  fast  and  loose  with  your  gifts. 

BY  BRIGID  MCMENAMIN 

WHEN  LAURENCE  BROWNE'S  PEDIATRICIAN  WIFE  DIED, 
he  yearned  to  honor  her  memory.  In  1996  Browne, 
also  a  doctor,  raised  $34,000  and  gave  it  to  Allegheny 
Health,  Education  &  Research  Foundation,  a  not-for-profit 
hospital  chain  based  in  Pittsburgh,  to  establish  a  lectureship  in 
her  name.  Allegheny  tucked  it  away  in  one  of  many  funds  ear- 
marked for  things  like  research  and  scholarships. 

Two  years  ago  money  was  tight  at  the  hospitals,  so  Al- 
legheny Chief  Executive  Sherif  Abdelhak,  54,  and  his  under- 
lings tapped  the  restricted  funds  to  the  tune  of  $52.4  million, 
using  them  for  routine  expenses  like  salaries  and  insurance. 
Six  months  later,  Allegheny  was  bankrupt. 

Once  upon  a  time  that  might  have  been  the  end 
of  the  story.  You  had  little  recourse  if  a  charity  didn't 
use  a  donation  for  the  specified  purpose.  But  that's 
changing,  as  Abdelhak  and  a  few  other  nonprofit 
managers  are  learning  the  hard  way.  ^^ 

In  February  Pennsylvania  Attorney 
General  Mike  Fisher  sued  Abdelhak  and 
other  executives,  demanding  they  pay 
back  $78  million.  In  March  Fisher 
charged  Abdelhak,  financial  officer 
David  McConnell,  45,  and  lawyer 
Nancy  Wynstra,  58,  with  crimes  of 
theft,  conspiracy  and  misapplication 
of  entrusted  property  All  because  the 
money  spent  to  prop  up  the  hospitals 
was  to  be  used  for  certain  purposes.  The 
former  Allegheny  honchos,  who  contend 
they  followed  proper  procedures,  are 
free  on  $100,000  bail.  They  face  up  to 
25  years  in  jail  it  convicted 

In  another  recent  case  a  Maryland 
court  sided  with  the  donor,  even  though 
her  charity  instructions  were  ambiguous. 

Olive  Swindells  died  in  her  crumbling 
house  near  Baltimore  in  1995.  Swindells, 
who  was  deaf,  left  a  will  directing  80%  of 
her  fortune,  worth  $5.2  million,  to  Gal- 
laudet, a  university  for  deaf  people.  The  bal- 
ance would  go  to  "the  Daughters  of  the 
American  Revolution  Nursing  Homes." 

But  the  DAR  had  no  nursing  home. 
Swindells  discovered  that  belatedly  and  re- 
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Could  you  go  to 

jail  just  for  using 

charity  money 

for  routine 
expenses?  Yup. 


vised  her  will  so  all  the  money  would 
go  to  Gallaudet,  but  never  signed  the  re- 
vision. The  DAR  balked  at  letting  in  tes- 
timony about  her  wishes.  They  de- 
manded the  $1  million,  proposing  tc 
take  care  of  poor  old  members.  It  tool 
an  appeals  court  to  sort  out  tha' 
Swindells  really  wanted  to  help  nursinj 
homes,  not  the  DAR.  The  judge  ordered  the  whole  estate  turnec 
over  to  Gallaudet. 

A  third  donor  victory  came  in  October,  when  a  judg< 
slapped  down  the  New  York  Community  Trust.  A  communit) 
foundation  like  this  one  is  a  tax-exempt  charity  that  collect 
donations,  many  of  them  earmarked,  and  doles  them  out  tc 
worthy  causes.  Giving  to  a  community  foundation  beats  settinj 
up  your  own  because  you  get  a  bigger  tax  break  (up  to  50%  o 
adjusted  gross  income,  versus  30%),  it's  easier  to  make  gift 
anonymously  and  you  needn't  deal  with  overhead. 

The  catch  is,  although  you  can  suggest  how  you'd  like  you 

money  used,  the  foundation  has  the  right  to  switch  beneficia 

ries  if  your  choice  proves,  say,  undesirable.  That's  what  the  folk 

at  the  $1.8  billion  (assets)  New  York  Community  Trus 

did.  The  Laura  Spelman  Rockefeller  Memorial  and  fiv 

other  trusts  had  directed  that  trust  income  go  ti 

the  Community  Services  Society,  a  1 50-year-ol( 

^^     outfit  dedicated  to  poor  people. 

Back  in  1971  the  Community  Tru| 

decided  that  the  Society  was  changin] 

course,  focusing  more  on  commu 

nity  organizing  and  less  on  helpin 

individuals.  So  it  diverted  much  o 

the  income  to  other  charities.  Ta 

Society  didn't  quite  realize  wha 

had  happened  because  they  cofl 

tinued  to  receive  some  money. 

Last  October  New  York  Surro 

W    gate's  Court  Judge  Eve  Preminge 

^     ruled  that  the  Community  Trust  ha 

no  right  to  override  the  donors'  choice  c 

beneficiaries  unless  they  could  show  evi 

dence  that  the  changes  would  have  prove 

undesirable  to  the  donors.  The  Trust,  whic 

is  appealing,  will  have  to  fork  over  some  $ 

million  to  the  Society  to  cover  the  past  si 

years,  and  $500,000  per  year  from  nowoi 

Precedents  like  these  should  make 

easier  to  insist  on  conditions  when  givin 

away  a  large  sum.  To  maximize  the  chanc 

that  your  wishes  will  be  honored,  get  a 

party  involved.  Like  this:  "I  leave  $5 

lion  in  trust  to  the  local  pet  shelter,  but 

if  it  kills  unclaimed  animals.  If  it  does,  tb 

trust  reverts  to  the  Salvation  Army." 
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help  e-businesses  ship,  manage  inventory  and  streamline  distribution. 


ng  a  successful  e-business  takes  a  great  idea.  Running  one,  however,  takes  order  processing, 
tory  procurement,  warehousing  and  timely  fulfillment.  Enter  UPS.  We'll  help  you  cope  with 
ss  by  getting  your  product  to  customers  when  they  need  it.  So  you  can  stop  worrying  about 
]  your  shirt.  Assuming  you  were  even  wearing  one.  Call  1-800-PICK-UPS  or  visit  ups.com 

MOVING  at  the  SPEED  of  BUSINESS! 
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A  Golden  Age  of  Productivity? 

Maybe  so.  But  it's  happened  before— and  ended  before,  too. 


1950-1973  average 


ARE  WE  ENTERING  A  PARADISE  OF  PRODUCTIVITY  GROWTH?  YEAR-TO-YEAR  CHANGES  IN  OUTPUT  PER 
worker  are  extremely  volatile,  a  reflection  of  the  noise-ridden  statistics  from  which  they  are  calculated. 
But  trends  do  show  through  clearly,  and  they  suggest  that  we  are  now  in  a  period  of  robust  growth  in 
productivity.  William  Poole,  president  of  the  Federal  Reserve  Bank  of  St.  Louis,  attributes  recent  accelerating 
productivity  growth,  unusual  this  deep  into  an  economic  expansion, 
to  the  impact  of  computers.  He  thinks  productivity  growth  will  con- 
tinue in  the  3%  to  4%  range  for  the  next  few  years. 

The  recent  upsurge  is  far  from  unprecedented.  Another  golden  age 
of  U.S.  productivity  growth,  from  1950-1973,  saw  an  average  com- 
pound growth  rate  near  3%.  Economists  disagree  as  to  why  it  hap- 
pened— and  why  it  was  succeeded  by 
the  1973-1995  stall  in  productivity    1913-1929  average 
growth.  Poole  cautions  that  the  cur- 
rent growth  surge  will  probably  stall, 
too — "perhaps  as  a  consequence  of 
fundamental  laws  of  physics  that  con- 
trol how  many  transistors  can  be 
packed  onto  microchips."         F 

1929-1950  average 


2.7 


Research:  Edwin  S.  Rubenstein,  research 
director,  Hudson  Institute,  Indianapolis. 
edwmrlfihiidsoii.org. 

1870-1913  average 


Annual  change 
(1990-1999) 


Average  annual  change, 
labor  productivity  growth 
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1973-1995  average 
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Sources  Angus  Maddison.  Monitoring  the  World  Economy.  1620- 
1922  (Of  CO,  1995);  Bureau  of  Labor  Statistics  (output  per  hour  ol 
workers  in  the  nontarm  business  sector).  1929  -1999. 
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service 
}all  in 
Stuttgart 

iirgen  Schrempp 
Us  a  plan  to  boost 
laimlerChrysler's 
i  iddling  earnings. 

[CHRISTOPHER  WATTS 

OW  THAT  JURGEN  SCHREMPP  HAS 

the    bumpy    DaimlerChrysler 

merger  behind  him  and  his  cross- 

der  company  has  secured  an  alliance 

h  Mitsubishi  Motor  Corp.,  the 

E  year-old  automaker  chairman  is 

£  using  his  steel-blue  eyes  on  selling 

I  vices. 

"I  visualize  that  in  ten  years  the  rev- 
e  ie  stream  of  DaimlerChrysler  will  be 
S'/o  hardware  [manufacturing]  and 
5'/o  services,"  says  Schrempp  in  a 
F  nkfurt  hotel  interview.  That's  a  huge 
c  nge.  Services  currently  account  for 
ly  7%  of  the  company's  $144  billion 
b  evenues. 

H  Why  push  into  services?  Schrempp 
I ;  that  of  the  money  spent  on  a  Mer- 
les-Benz  or  Chrysler  over  its  lifetime, 
ly  30%  to  40%  is  for  the  initial  pur- 
I  se.  The  remainder  is  spent  on  such 
I  is  jas  audio  equipment,  insurance  and 
liirs,  or  lands  in  the  dealer's  hands  as  a 
Irkup  on  resale.  DaimlerChrysler, 
1  lplains  Schrempp,  now  gets  very  little 
I  his  revenue.  It  plans  to  get  a  lot  more, 
I  ie  process  boosting  its  net  profit  mar- 
I  At  3.8%,  that  figure  puts  Stuttgart- 
I  id  Daimler  midway  between  Ford  at 
wb  and  General  Motors  at  3.2%. 
I  To  get  those  new  revenues 
lempp  may  have  to  buy  some  ser- 
fl !  businesses. 

■  Ultimate  goal:  make  Daimler- 
lysler  look  more  like  General  Elec- 


tric. GE  Capital  brought  in 
half  of  GE's  revenues  and 
41%  of  its  net  profit  last 
year.  Schrempp  wouldn't 
mind  having  GE's  P/E  of 
42 — DaimlerChrysler's  is  11. 

"Increasing  the  services  side  has  two 
aspects,"  Schrempp  says.  "Good  mar- 
gins and  balancing  risk — because  the 
motor  industry  is  a  cyclical  business." 
The  customers,  especially  those  of  the 
Mercedes-Benz  line,  would  be  suscepti- 
ble to  cross-selling.  But  there's  a  snake 
in  this  Eden.  Some  of  the  services 
DaimlerChrysler  hopes  to  sell  are  not 
terribly  profitable. 

DaimlerChrysler's  Debis  arm  will 
be  responsible  for  most  of  the  expan- 
sion into  nonmanufacturing  ventures. 


Half  and  half: 
Schrempp  would 
balance  the  company's 
reliance  on  hardware 
by  pushing  more  paper. 


Founded  ten  years  ago  and 
headed  by  Klaus  Mangold, 
a  member  of  the  com- 
pany's management  board, 
Debis  offers  financing  for 
DaimlerChrysler  and  other  vehicle 
brands,  plus  such  services  as  fleet  man- 
agement in  Europe.  It  also  finances  air- 
craft, ships,  real  estate  and  infra- 
structure projects. 

Debis  has  come  a  long  way  in  a 
short  time.  Its  financing  portfolio  totals 
$95  billion,  compared  with  $345  billion 
at  GE  Capital,  $150  billion  at  Ford  and 
$149  billion  at  General  Motors.  Rev- 
enues at  Debis  increased  29%  to  $12.4 
billion  last  year;  pretax  profit  before  ex- 
traordinary items  increased  8%  to  $959 
million.  But  that's  an  unimpressive 
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margin  of  8%.  It  will  have  to  improve 
dramatically  if  Debis  is  going  to  lift 
margins  for  the  whole  group. 

One  promising  area  is  telematics — 
the  transfer  of  data  to  and  from  a  vehi- 
cle that's  commonly  used  in  onboard 
navigation  systems.  In  time  Daimler- 
Chrysler  will  establish  traffic-center 
networks  to  generate  information 
about  traffic  congestion.  The 
centers  will  then  use  the  infor- 
mation to  advise  and  direct  their 
motorist  customers.  It  is  already 
developing  a  traffic  data  center 
in  Berlin;  15  other  European 
sites  are  on  the  way.  In  North 
America  Debis  is  negotiating  an 
agreement  with  Los  Angeles- 
based  Traffic  Station,  which  al- 
ready offers  traffic  information  in 
about  30  U.S.  and  Canadian  cities. 

Mangold  wants  to  combine  digital 
maps,  local  events,  public  information 
and  traffic  congestion  information.  To 
this  will  be  added  customer  informa- 
tion, such  as  position,  destination,  time 
and  purpose  of  travel.  Soon  drivers  will 
be  able  to  access  this  personalized  con- 
tent on  the  move,  probably  in  exchange 
for  a  monthly  subscription  fee. 

In  auto  financing,  where  margins 
are  generally  high,  DaimlerChrysler 
plans  to  grow  using  high-quality  data 
culled  from  contact  with  customers 
and  prospects  over  the  Internet.  This 
year,  Mangold  predicts,  nearly  40%  of 
its  passenger  tars  and  36%  of  its  com- 


mercial vehicles  will  be  financed.  Debis 
is  also  planning  to  expand  its  financing 
of  other  manufacturers'  auto  sales.  (It 
already  owns  Dallas-based  Giggo.com, 
an  online  car  financing  site.) 

So  far  the  services  side  has  a  more 
pronounced  European  flavor:  Revenues 
of  Debis  are  less  in  the  U.S.  than  in  the 
EU,  even  though  the  U.S..  accounts  for 


"The  motor  industry  is  a 
cyclical  business"— but  are 
"good  margins"  to  be  had  in 

banking  and  insurance? 


more  of  total  DaimlerChrysler  sales.  In 
its  quest  to  sell  auto  insurance,  the  com- 
pany already  owns  a  European  broker- 
age, while  it  ponders  a  similar  acquisi- 
tion in  the  U.S.  Late  last  year  Debis  also 
founded  its  own  reinsurer  in  Dublin. 

But  auto  insurance  profits  are 
scarcely  known  for  being  either  high  or 
dependable,  says  Johannes  Reich,  head 
of  equity  research  at  the  Frankfurt- 
based  private  bank  B.  Metzler  seel. 
Sohn  &  Co. 

In  Europe  DaimlerChrysler  is  also 
pondering  buying  an  existing  bank  or 
else  acquiring  a  full  banking  license. 
This  would  allow  the  company  to  offer 
even  more  financial  products — and 
take  deposits  from  customers,  as  Volks- 


wagen's in-house  bank  has  done  fo 
years.  Again,  such  a  venture  is  hard! 
likely  to  fatten  margins.  Sure,  a  fev 
thousand  Mercedes  brand  enthusiast 
might  go  for  it.  But  if  there's  any  indus 
try  in  Europe  that  has  too  much  capac 
ity,  it's  banking. 

More  realistically,  Debis  is  expand 

ing  in  the  fleet-management  busines; 

There  it  earns  fairly  dependabl 

fee  income  by  taking  care  o 

leasing,  consulting,  purchasin 

and  administering  vehicle  fleet 

for  big  corporate  customer; 

Still  at  an  early  stage  of  develop 

ment  but  growing  fast,  flee 

management  allows  Daimler 

Chrysler  to  foster  relationship 

with  large  organizations  an 

peddle  financing,  leasing  and  insuranc 

products. 

Last  year  Debis  acquired  th 
U.K. -based  fleet-management  firr 
Masterdrive,  established  subsidiaries  i 
Italy  and  France,  bought  the  19,000-v< 
hide  portfolio  of  the  South  Africa 
telecom  company  Telkom  and  wo 
business  with  Germany's  Siemens.  Th 
unit  now  manages  more  than  80,00 
vehicles  in  Europe. 

The  temptation  here  is  to  migral 
into  car  rentals.  Schrempp  predicts  thi 
this  business  will  grow  rapidly  in  Ei 
rope.  But  it's  proven  to  be  a  margin 
killer  for  others.  GM  and  Ford  tried  it  a 
ready — and  got  out.  Gearing  up  that  Pi 
ratio  is  not  going  to  be  an  easy  task.    I 


DaimlerChrysler  Diagrammed 


The  automaker's  stock  has  starkly  underperformed  relevant  indexes  since  its  big  merger.  Schrempp  aims  to  enlarge  the  services 
slice  of  the  sales  pie,  which  is  smaller  than  those  of  his  rivals.  That  segment  has  less  of  a  U.S.  flavor  than  the  company  overall. 
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Putting 
More 
Now  Into 
Knowledge 

BY  PETER  DRUCKER 


Triggered  by  the 
Internet,  continuing 
adult  education 
may  well  become 
our  greatest 
growth  industry. 

EDUCATION  IS  ALREADY  GRAB- 
bing  a  major  chunk  of  Amer- 
ica's gross  national  product.  I 
believe  we  now  spend  around 
$1  trillion  on  education  and 
training.  This  number  will  increase 
rapidly,  but  the  growth  won't  be  in  tra- 
ditional schools,  which  currently  take 
about  10%  of  the  GNP  (K-12s,  6%;  col- 
leges and  universities,  4%).  The  growth 
will  be  in  continuing  adult  education. 

Online  delivery  is  the  trigger  for  this 
growth,  but  the  demand  for  lifetime  edu- 
cation stems  from  profound  changes  in 
socictv.  In  simplest  terms,  people  who  are 
already  highly  educated  and  high  achiev- 
ers increasingly  sense  that  they  are  not 
keeping  up, 

1  teach  many  senior  executives  in  my 


Advanced  Management  Course  at  Clare- 
mont  Graduate  School.  Most  of  the  class 
consists  of  men  and  women  in  their 
mid-40s  who  have  been  selected  as  com- 
ers by  their  companies.  My  students  have 
come  back  to  school  because  they  want 
and  need  new  ways  of  looking  at  things 
outside  of  their  competencies.  They  want 
to  learn  to  see  things  whole.  Many  of 
them  are  there  to  reflect  on  their  experi- 
ences, to  see  them  in  a  broader  perspec- 
tive. They  need  this  perspective  to  cope 
with  today's  bewildering  technological 
and  economic  changes. 

Engineers  tell  me  that  they  need  a 
thorough  refresher  course  in  their  spe- 
cialties at  least  every  other  year  and  a  "re- 
immersion" — their  word — in  the  basics 
at  least  every  four  years. 

So  do  millions  of  other  knowledge 
workers.  The  market  for  continuing 
education  is  already  much  bigger  than 
most  people  realize.  A  good  guess  is 
that  it  already  accounts  for  6%  of  GNP. 
It  is  going  to  get  a  lot  higher. 

Why  this  explosion  of  demand?  We  „ 
live  in  an  economy  where  knowledge,  2 
not  buildings  and  machinery,  is  the  chief  ^ 
resource,  and  where  knowledge  workers  i 
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"People  increasingly  sense  they  are  not  keeping  up." 
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make  up  the  biggest  part  of  the  work 
force.  Until  well  into  the  20th  century 
most  workers  were  manual  workers. 
Today  in  this  country  only  about  20%  do 
manual  work.  Of  the  remainder,  nearly 
half,  40%  of  our  total  work  force,  are 
knowledge  workers. 


Workers  have  always  had  to  gain 
skills,  but  knowledge  is  different  from 
skill.  Skills  change  very  slowly.  If 
Socrates  were  to  return  to  the  world 
and  resume  his  trade  as  a  stonemason, 
he  would  recognize  every  tool  and 
would  know  how  to  use  it.  His  fin- 


ished product  would  be  identical  fol 
practical  purposes  with  the  steles  h<| 
hewed  for  a  living  2,400  years  ago.  M]| 
Dutch  ancestors — drucker  mean.l 
"printer"  in  Dutch — ran  a  print  shojj 
in  Amsterdam  from  1517  until  arouncj 
1730.  In  all  those  centuries  none  ol 


Drucker's  Disciple 

Alexander  Brigham  is  a  small  player  in  E2C  and  E2B,  but  his 
Corpedia  Inc.  has  landed  Peter  Drucker  for  a  series  of  in- 
teractive Web-based  courses  on  executive  management. 
America's  leading  philosopher  of  organizational  management, 
now  90,  will  be  a  big  draw  to  people  who  want  to  sharpen  and 
update  their  executive  skills  via  the  Net.  "We  are  now  the  Peter 
Drucker  brand,"  declares  Brigham,  a  31-year-old  former  invest- 
ment banker. 

"We  developed  30  hours  of  Internet-based  educational  ma- 
terial based  on  Peter's  latest  thinking," 
Brigham  says.  In  the  programs  Drucker  ex- 
pounds on  his  principles,  after  which  mul- 
tiple choice  questions  appear  on  the 
screen.  If  viewers  click  the  right  answer, 
Drucker's  dubbed  voice  responds  in  his 
heavy  Viennese  accent  with  comments  like 
"excellent"  or  "very  good."  If  the  viewer 
flubs,  Drucker  says,  "Sorry,  you  are 
wrong."  Interactivity  is  further  enhanced 
with  e-mails,  periodically  reminding  users 
of  goals  they  set  for  themselves  during  the 
course.  As  an  incentive  to  work  at  it,  suc- 
cessful students  get  a  certificate.  Eventu- 
ally Corpedia  and  its  competitors  hope  to 
offer  accredited  MBA.  degrees. 

Brigham's  Phoenix,  Ariz. -based  outfit 
is  lining  up  other  big-name  teachers— USC's  Warren  Bennis, 
among  them.  Aware  he  will  be  competing  on  the  Web  with  well- 
known  business  school  brands,  Brigham  counts  on  competing 
with  brand-name  scholars. 

Can  a  small  company— Corpedia's  revenues  may  be  $5  mil- 
lion this  year— compete  against  well-heeled  "first  movers"  that 
got  in  early,  like  Knowledge  Universe  and  The  Washington  Post 
Co.?  Can  it  compete  with  business  schools  that  have  enormous 
prestige?  Brigham  enjoys  explaining  how  closely  Corpedia  hews 
to  Peter  Drucker's  philosophy.  Take  the  "first  mover  advantage," 
so  beloved  of  Internet  junkies.  "Peter  and  I  decided  the  first 
mover  advantage  was  no  advantage  at  all,"  Brigham  says.  "Too 
many  dot-coms  confuse  short-term  market  share  with  long-term 
market  dominance." 

Brigham  cites  Prodigy,  the  ambitious  dot-com  once  backed  by 
IBM  and  Sears.  Prodigy  had  huge  resources  and  pioneered  in 
business-to-consumer  marketing  on  the  Internet.  "AOL  just  waited 
for  the  market  to  be  created,"  Brigham  recalls,  "and  then  blew 


Prodigy  away  with  a  better  product.  That's  going  to  be  our  strat 
egy:  Be  a  smart,  slow  mover  rather  than  a  dumb,  first  mover." 
Brigham  is  neither  a  techie  nor  a  professional  educator.  Hi 
was  a  Yale  history  major  who  learned  investment  banking  a 
Lazard  Freres  and  prospered  as  a  junior  partner  at  the  LBO  fin? 
Clayton,  Dubilier  &  Rice.  A  multimillionaire  at  29,  Brigham  grev 
restless  in  1998  after  working  on  such  big  Clayton  deals  as  Lexj 
mark  Printers.  LBO  deals  were  getting  pricey,  and  he  wanted  ti 
try  his  hand  at  building  a  business. 

Why  education?  Helping  turn  around  LBOs,  he  saw  hov 
tough  it  is  for  top  managers  to  get  their  message  across  t 
thousands  of  employees.  "There  is  onl 
so  much  one  person,  no  matter  how  bril 
liant,  can  do  to  disseminate  expertise  arn 
pride.  I  could  see  the  Internet  offered 
better  way  to  spread  the  message, 
Brigham  says. 

"Besides,  education  is  the  biggest  in 
dustry  that  is  still  fragmented.  The  growfi 
opportunities  are  incredible." 

In  March  1998  he  left  to  start  Corpe 
dia,  joined  by  Jay  Wiggins,  a  fine  art 
grad  interested  in  computer  graphics 
They  e-mailed  25  venture  capital  firm 
with  summaries  of  their  proposal.  "We  gc 
one  answer,  a  routine  turndown,"  say 
Brigham. 

But  Brigham  believed  so  deeply  tha 
he  decided  to  use  his  own  money  (with  Wiggins,  he  owns  100! 
of  Corpedia).  "There  are  advantages  to  not  taking  outsid 
money,"  he  insists.  "We  have  strategic  independence.  We've  n 
need  to  do  a  deal  a  day  just  to  stay  on  the  Bloomberg." 

Corpedia's  first  products— and  still  its  principal  revenu 
producers— are  legal  compliance  programs  on  such  subject 
as  sexual  harassment  and  the  foreign  corrupt  practices  ac 
The  programs  are  marketed  to  corporate  legal  department 
that  want  to  limit  their  companies'  liability  in  the  event  t 
transgressions  by  employees. 

Now,  with  Drucker  in  his  catalog,  Brigham  is  advancing  int 
a  broader  and  potentially  more  lucrative  side  of  E2B  and  E2C- 
individuals  as  well  as  companies  can  buy  the  course. 

E2C  and  E2B  haven't  yet  created  the  buzz  that  B2B  and  B2 
have  but  that  will  change  as  more  and  more  smart,  well-heele 
players  emerge.  With  Peter  Drucker's  help,  Brigham  is  out  f 
prove  that  those  25  venture  capitalists  missed  a  good  bet  whel 
they  snubbed  his  cheeky  proposal.  —J.W. 
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\\  It's  my  job  to  be  an  excellent  judge  of 
character... to  determine  when  someone 
is  telling  the  truth  and  when  they're 
committing  insurance  fraud.  Of  course, 
most  people  are  honest,  but  the  ones 
that  aren't  cost  businesses  and  workers 
$25  billion  a  year.  That's  why  I'm  available 
at  a  moment's  notice  to  throw  my  gear 
in  the  trunk  and  discover  the  truth. 
I  talk  to  witnesses,  follow  tire  tracks 
down  muddy  roads... whatever  it  takes 
to  make  sure  the  good  guys,  and  the  bad 
ones,  get  exactly  what  they  deserve.  IJfJ 


Consider  forming  on  in-house 
safety  team  in  order  to  evaluate  and  record  accidents  as  they  i    [BERTY 

happen.  Also,  report  accidents  immediately  to  insure  accuracy.  JVLU  1  UAL, 
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them  had  to  learn  a  new  skill.  It  was 
the  same  in  most  industries.  In  dress- 
making there  hasn't  been  a  new  skill 
required  since  a  Hungarian  invented 
the  buttonhole  in  the  1 1th  century. 

For  most  of  human  history  a  skilled 
worker  had  learned  what  he  needed  to 
learn  by  the  time  his  apprenticeship  was 
finished  at  18  or  19.  Not  so  with  the 
modern  knowledge  worker.  Physicians, 
medical  technicians  in  the  pathology  lab, 
computer  repair  people,  lawyers,  and 
human  resource  managers  can  scarcely 
keep  up  with  developments  in  their 
fields.  This  is  why  so  many  professional 
associations  put  continuing  education 
among  their  highest  priorities. 

Keeping  up  with  knowledge  and  see- 
ing the  world  whole  mattered  less  in  the 
days  of  lifetime  employment.  When 
young  people  took  a  job  at  Metropolitan 
Life  or  the  telephone  company  or  Gen- 
eral Motors,  they  often  expected  to  re- 
main there  until  retirement. 

That  assumed  the  company  would 
be  around  for  the  rest  of  one's  career. 
In  fact,  few  companies  remain  success- 
ful for  more  than  two  or  three  decades 
and  that  organizational  life  span  is 
shrinking.  And  not  just  in  declining  in- 
dustries. In  1990  Digital  Equipment 
Corp.  was  the  second-biggest  company 
in  the  computer  industry;  a  decade  later 
it  no  longer  exists  as  an  independent 
company.  In  the  early  1980s  nothing 
could  stop  IBM;  in  the  1990s  it  shed 
more  than  100,000  jobs. 

As  giant  companies  spin  off  manu- 
facturing operations  in  favor  of  out- 


sourcing, job  turnover 
mounts.  A  young  person 
entering  the  work  force  in 
2000,  with  a  possible 
working  life  of  50  years, 
has  little  expectation  and 
almost  no  chance  of 
working  for  the  same  company  even  a 
decade  hence.  In  this  world  people 
must  take  responsibility  for  their  own 
futures.  They  cannot  simply  count  on 
ascending  a  career  ladder. 

A  great  thing  about  knowledge  is  that 
it — like  today's  pension  plans  and 
401  (k)s — is  mobile  and  transferable.  It 
belongs  to  you,  not  to  your  employer. 
And  it  is  highly  marketable  today. 

With  a  potential  market  for  continu- 
ing adult  education  thus  embracing  at 
least  40%  of  the  work  force,  conventional 
institutions  no  longer  suffice.  They  are 
too  expensive  and  insufficiently  accessi- 
ble in  a  physical  sense.  In  southern  Cali- 
fornia, where  I  teach,  the  highways  are 
clogged.  People  with  families  already 
working  a  full  day  can  ill  afford  the  com- 
muting time  to  get  to  a  traditional 
school.  They  need  accessible  and  flexible 
ways  of  learning. 

Already  colleges  and  universities  are 
putting  some  of  their  best  teachers  and 
their  best  courses  on  the  Internet.  I  my- 
self (see  box,  p.  86)  just  produced  ten 
teaching  programs  to  be  marketed  on 
the  Web  by  Corpedia. 

Students  can  access  this  sort  of  mate- 
rial from  their  homes  at  their  own  conve- 
nience. Or  the  learning  can  be  digitized 
and  sent  to  satellite  learning  centers 


The  means  are  finally  at 

hand  to  improve 
productivity  in  education. 


meet 
ern- 


where  small  groups  of  students  can  meet  I 
after  working  hours. 

Online  teaching,  however,  is  mc 
than  just  time-efficient  and  cost-ef 
cient.  It  is  more  flexible  than  the  class- 
room in  that  the  student  can  replay  the 
material  if  he  or  she  doesn't  get  the  point  i 
right  away.  The  interactivity  of  online' 
education,  its  facility  for  blending  graph-! 
ics  and  pictures  with  the  spoken  word, 
give  it  an  advantage  over  the  typical 
classroom.  With  the  interactivity  of  the 
Internet,  we  get  the  equivalent  of  a  one- 
to-one  teacher-student  ratio.  The  means 
are  finally  at  hand  to  improve  produc- 
tivity in  education. 

Judging  by  historical  experience,  the 
new  online  continuing  education  of  the. 
already  well-educated  will  not  replace 
traditional  education.  New  channels  ol 
distribution  are  typically  additions  and 
complements  rather  than  replacements 
Television,  for  example,  did  not  kill  radic 
or  magazines  or  books.  The  new 
medium,  TV,  walked  off  with  much  ol 
the  growth  but  the  other  media  contin- 
ued to  thrive  and  grow,  too. 

Online  continuing  education  is  creat- 
ing a  new  and  distinct  educational  realm 
and  it  is  the  future  of  education.  There  is, 
a  market  here  potentially  worth  hundred' 
of  billions  of  dollars.  f 
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PRICE                                 ESTIMATED  P/E 

net-based  adult  education. 

Market 
Price/            value 
sales             ($mil) 

Sales 
($mil) 

3-year 

Recent 

12  month 

high     low 

2000         2001 

sales 
growth1 

APOL 

Apollo  Group 

$25.50 

$31.25     $17.56 

30.0          27.2 

3.6 

$1,872 

$527 

33.6% 

DTHK 

Digrtalthink 

18.00 

62.00       15.00 

NM           NM 

11.4 

82 

7 

NA 

LTRE 

Learning  Tree  Inrl 

30.06 

40.00        8.88 

26.7         22.7 

3.4 

651 

194 

21.4 

POSO 

Prosofttraining.com 

11.00 

29.88        2.00 

122.2         34.4 

15.3 

199 

13 

116.3 

POVT 

Provant 

5.63 

26.00        5.13 

9.5           7.1 

0.6 

118 

196 

NA 

SKIL 

Skillsoft 

11.75 

33.50       10.25 

NM           NM 

8.0 

33 

4 

NA 

SLVN 

Sylvan  Learning  Systems 

15.38 

29.25       10.69 

40.8          34.9 

1.1 

783 

741 

18.1 

TUTR 

TR0  Learning 

9.25 

13.50        4.38 

12.6           9.9 

1.3 

60 

46 

3.6 

VADC 

Vcampus 

4.63 

19.00        2.19 

NM           6.0 

1.8 

22 

12 

240.1 

Virtualacademics.com 

2.88 

10.00        0.27 

NA            NA 

23.6 

18 

1 

NA 

Annualizod.  NA.  Not  available.  NM:  Not  nicar 
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Peter  Drucker  1  Education  on  the  Web 


Webucation 

Some  smart  investors  are  betting  big  bucks 
that  Peter  Drucker  is  right  about  the  brilliant 
future  of  online  adult  education. 


BY  JAMES  W.  MICHAELS 
AND  DIRK  SMILLIE 

WHILE  A  LOT  OF  PEOPLE  ARE 
having  second  thoughts  about 
the  ultimate  profitability  of 
luisiness-to-consumer  dot-coms, 
some  very  smart  investors  are  placing 
their  Internet  bets  on  a  different  horse: 
education.  So  far  the  biggest  player  in 
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education-on-the-Web  is  Michael 
Milken,  who  is  partnered  with  Ora- 
cle's Larry  Ellison  in  Los  Angeles- 
based  Knowledge  Universe,  a  con- 
glomerate and  new-venture-hatchery 
for  educational  and  training  ventures, 
online  and  otherwise. 

Knowledge  Universe  has  lots  of  com- 
pany. The  Washington  Post  Co.  is  invest- 


ing heavily  in  Webucation.  Wall  Streel 
magnate  Herbert  Allen  has  big,  but  aj 
yet  unspecified,  plans  to  finance  an  on- 
line university.  There  are  hundreds  ol 

smaller  ventures.  The  rush  is  on.  Ed- 
ucation may  yet  turn  out  to  be  one 
of  the  biggest  things  on  the  Net 
An  estimated  90,000  courses  al 
U.S.  colleges  and  universities  are  deliv- 
ered by  some  form  of  distance  learning. 
Among  the  current  and  prospective  op- 
erators of  virtual  classrooms  are  estab- 
lished universities  that  want  to  expand 
their  reach  without  expanding  their 
physical  plants.  Many  have  already  spur; 
off  for-profit  Web  operations  such  a<: 
Columbia  University's  Morningside 
Ventures  or  NYU  Online. 

Shrewd  investors  like  Milken  anq 
Allen  are  getting  into  education  because! 
they  think  the  field  could  benefit  froir 
an  injection  of  good  management  prac- 
tices and  professional  applications  of 
multimedia  techniques.  They  see  in  the 
Net's  interactivity  a  reasonable  proxy  foil 
a  real-life  classroom. 

Certainly  an  imaginative  combi-1 
nation  of  technology  and  capitalism' 
has  the  potential  to  bring  much- 
needed  efficiency  to  education.  As  ed- 
ucation has  grown  to  compete  with 
medical  care  for  the  claim  of  being 
America's  largest  single  industry,  it  ha: 
so  far  resisted  all  efforts  to  improve  its! 
productivity. 

Among  those  who  want  to  heir 
change  that  is  The  Washington  Post 
Co.,  which  counts  Warren  Buffeti 
among  its  directors  and  heavy  in 
vestors.  The  Post  Co.  has  long  ownei 
Kaplan  Inc.,  a  major  provider  of  edu 
cation  and  career  services.  Last  month 
Kaplan  launched  KaplanCollege.com 
a  site  offering  nearly  500  online  course 
across  nine  professions.  The  Post 
is  pouring  serious  money  into  its  oi 
line  ventures,  almost  as  if  its  future  de- 
pended upon  them — which  it  wel 
may,  the  long-term  viability  of  news- 
papers being  in  serious  doubt. 

The  thirst  for  U.S.  knowledge 
know-how  has  brought  countless  f< 
eign  students  to  our  shores.  Yet  this 
only  a  tiny  fraction  of  those  who  could 
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education  market.  "Corporations  do 
not  want  'free'  education  for  their  em- 
ployees," he  says.  "They  want  prestige 
education  and  quality  education  and  are 
willing  to  pay  for  it.  Education  will  be 
one  of  the  few  parts  of  the  Internet 
where  the  more  you  charge,  the  greater 
will  be  the  demand.  Doesn't  everyone 
want  to  go  to  Harvard?" 

But  of  course  you  can  charge  a  pre- 
mium only  if  you  deliver  quality  and 


millions  of  customers. 

Moreover,  chief  executives  and 
their  boards  aren't  likely  to  haggle  ovei 
price  in  training  and  educational  pro- 
grams. There  is  a  premium  today  on 
managers  with  broad  outlooks,  plus 
there  is  the  need  for  technological  re- 
freshment among  engineers  and  othei 
specialists.  At  a  time  when  it  is  hard  foi 
employers  to  retain  the  best  people, 
job-enhancing  education,  delivered  at 


benefit  from  American  higher  educa- 
tion. With  the  Internet,  higher  educa- 
tion and  technical  training  could  well 
become  a  major  U.S.  export.  Andrew 
M.  Rosenfield  is  chief  executive  of 
UNext,  an  educational  Web  company 
backed  in  part  by  Milken's  Knowledge 
Universe.  Rosenfield's  vision  for  his 
company  embraces  the  whole  world: 
"Only  1%  of  the  world's  population 
even  have  the  chance  to  go  to  Stanford 
or  Columbia,"  he  says.  "We're 

wh^wantTuaiity  education0  Rosenf  i c I cl  says  the  potential  is  so  vast  that 

lirpeopleTfits  college  p^ar      "FOf  US  tO  SUCCCCd,  Ott^S  tlOl't  tltiNG  tO  f  ail-J 

ticipation  is  under  5%." 

Rosenfield  understands  that  devel- 
oping countries  desperately  need  bet- 
ter trained  and  educated  people  but 
can't  afford  the  infrastructure,  to  say 
nothing  of  the  teachers  required  to  de- 
liver the  necessary  knowledge  to  masses 
of  people.  Rosenfield  says  the  potential 
is  so  vast  that  "For  us  to  succeed,  others 
don't  have  to  fail." 

Webucation  will  be  big,  but  will  it 
be  profitable?  After  all,  the  public  has 
grown  accustomed  to  getting  informa- 
tion for  free  on  the  Web — it  has  on  net- 
work TV.  Will  it  be  like  so  many  dot- 
coms that  can  produce  revenue  but  not 
profits?  Education  is  fundamentally  dif- 
ferent from  consumer  goods,  says  Cor- 
pedia's  Alexander  Brigham  (seep.  86).  It 
is  not  a  commodity  product  like  the 
books,  shoes,  airplane  tickets  and  ap- 
pliances most  dot-coms  offer. 

How  is  it  different?  Whereas  most 
dot-coms  compete  on  price,  educators 
will  not  necessarily  be  required  to  do  so. 
I  Ins  is  especially  true  tor  the  business 

Virtual  Classroom 


prestige.  That's  the  challenge  facing  ed- 
ucation on  the  Web.  Merrill  Lynch  di- 
rector of  research  Michael  T  Moe,  says: 
"So  far  Internet  companies  have  been 
pretty  much  repurposing  educational 
material.  The  opportunity  is  to  select 
the  very  best  content  and  deliver  it  any- 
where in  the  world." 

Can  capitalism  deliver  quality  edu- 
cation? Peter  Drucker  clearly  thinks  it 
can.  Cushing  Anderson,  who  tracks  We- 
bucation for  IDC,  a  Framingham,  Mass. 
market  research  firm  for  the  computer 
industry,  agrees,  saying,  "The  best  on- 
line instruction  is  as  good  as  the  best 
in-class  experience." 

Business  education  has  attracted 
many  of  the  early  players — and  for 
obvious  reasons.  It  is  generally  less  ex- 
pensive to  market  to  business  than  to 
consumers.  A  single  sale  to  a  corpo- 
rate human  resources  department  can 
produce  hundreds  or  even  thousands 
of  customers,  whereas  consumer 
goods  must  be  sold  one  by  one  to 
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The  e-learning  race  is  on.  Who  will  ultimately  make  the  grade? 
Company/launch  date  Courseware 


Capella  University/1993 
Cenquest/1997 


500  courses  by  end  of  2000:  M.B.A..  master's  degree  and  Ph.D.  programs 


100  graduate  business  courses:  3  certificate  programs;  2  master's  degrees 


Fathom/2000 


7.000  undergraduate  and  graduate  courses  by  end  of  2000 


80  courses;  26  certificate  programs;  M.B.A. 


30  business  education  courses;  M.B.A. 


Jones  International  Univ/1995 

Peiure/1998 

UMcxt/1997 

Univ  uf  Phoenix  Online/1989       800  undergraduate  and  graduate  courses;  35  degree  programs;  M.B.A. 


100  graduate-level  business  courses  by  end  of  2000  via  its  Cardean  University 


Sources.  Companies 


an  employee's  convenience,  but  at 
company  expense,  can  be  an  enor 
mously  attractive  perk. 

An  early  player  in  Web  education 
was  Jones  International  University, 
launched  in  1995.  Jones  recendy  crafted] 
custom  certificate  programs  for  AT&T 
Broadband  Internet  Services  and  thej 
Ball  Corp.  Academics  from  the  Wharton] 
School  and  London  School  of  Econom-, 
ics  helped  design  the  courses. 

Jones  also  offers  an  accredite 
M.B.A.  and  so  does  the  Arizona-based 
University  of  Phoenix.  A  Jones  M.B.A 
may  not  have  the  prestige  of  a  Harvard 
degree,  but  at  about  $1 1,000,  it  is  a 
fraction  of  the  price  of  an  Ivy  League 
equivalent.  It  is  also  physically  far  morej 
accessible. 

Hidebound  academic  accreditatio; 
committees  will  certainly  drag  theii 
heels  on  granting  formal  degrees  foi 
many  Web  programs,  but  they  will,  u| 
the  end,  have  to  succumb  to  progress. 

In  an  upwardly  mobile,  fast-chang 
ing  world,  education  is  becoming  a  life 
long  activity  for  ambitious  people.  A| 
Webucation  spreads  beyond  businesi 
training  to  the  liberal  arts  and  the  sci 
ences,  you  can  bet  it  will  become  a  rich 
consumer  market  as  well  as  a  rich  busi- 
ness market.  With  its  interactivity  an 
multimedia  capabilities,  the  Web  is  b] 
far  the  most  efficient  means  of  deliver-J 
ing  this  valuable  but  intangible  produ 

B2C  is  yesterday's  story.  Educatio: 
to-business  and  education-to-co 
sumers  is  tomorrow's  story. 
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I'm  from  Mars, 

she's  from  Venus. 
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excuse  us,  we're  off 
to  explore  earth. 
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Insights  By  Peter  Huber 


)il,  Money  and  Pollution 


8  ILL  GATES  IS  A  VERY  RICH  MAN,  AND  THAT  LETS 
Alan  Greenspan  worry  less  about  oil  prices  than 
he  used  to.  Greenspan  puts  it  more  broadly,  of 
course:  "The  economy  has  lessened  its  needs  and 
ties  to  energy."  Oil  especially.  It  just  doesn't  take 
uch  of  it  to  make  software. 

Others  now  look  to  Gates  and  the  dot-coms  to  save  the 
met,  too.  The  "dematerializing"  of  the  economy,  many  en- 
onmentalists  reason,  has  to  be  good  news  for  the  air,  water 
d  wilderness.  The  notion  is  that  Amazon.com  will  save  the 
nazon.  Apparently  we  don't  have  to  wear  sweaters  or  drive 
laller  cars  after  all. 

Greenspan's  got  his  half  of 
story  right,  of  course, 
mparing  oil  budgets  to  GDP 
es  you  a  good  grip  on  how 
jch  rising  oil  prices  are 
ely  to  affect  the  economy. 
id  the  answer  is:  a  lot  less 
in  they  used  to. 

But  the  impact  of  energy 

the  environment  is  another 
ltter.  The  Amazon  doesn't 

e  a  fig  about  how  much 
w  wealth  energy-lite  soft- 
re  companies  have  created 

us.  It  cares  about  how  much  energy  America  or  Brazil 
itinues  to  harvest  from  the  prairie  or  jungle  at  the  front- 
i  of  the  energy  cycle,  and  about  pollution  at  the  tail-end. 
lat  matters  is  how  much  each  unit  of  energy  costs,  not  in 
liars  but  in  units  of  wilderness  or  clean  air,  and  how  much 
al  energy  we  use. 

As  far  as  total  consumption  goes,  the  trend  is  clear:  It  just 

ps  rising.  The  "dematerialization"  of  the  economy  is  real 
3ugh,  but  entirely  relative.  Our  consumption  of  knowl- 
»e-intensive  goods  is  growing  faster  than  our  consump- 
n  of  energy- intensive  ones,  but  both  are  growing.  The 

P  of  the  subsistence  farmer  is  nothing  but  energy — food 
ories.  Wealthier  economies  add  less  energy-intensive 
ids  to  the  mix,  so  energy  per  GDP  invariably  falls.  But  total 
;rgy  consumption  still  rises. 

Efficiency  gains  don't  change  that  trajectory.  Redwoods 

i  blue  whales  evolve  to  capture  energy  efficiently  from 

ir  surroundings,  but  their  energy  appetites  don't  dimin- 

as  a  result.  Electric  motors,  car  engines  and  lightbulbs 
_  p  getting  more  efficient,  too,  but  either  the  engine  itself 
»vs  apace  (to  power  the  SUV),  or  it  has  babies  that  go  off 
^ower  the  new  leaf  blower  or  snowmobile. 

A 


"Renewable" 

energy  sources 

devour  acres, 

because  they 

depend  on 
sunlight,  which 

is  delivered 

by  the  acre. 


Don't  look  for  comfort  in 
the  declining  "rate  of  growth" 
in  energy  demand,  either.  In 
the  1960s,  electricity  demand 
rose  as  much  as  7%  a  year;  it's 
under  half  of  that  today.  But 
total    electricity   consump- 
tion— the  denominator  in  the 
"rate  of  growth"  figure — is 
more  than  four  times  as  high. 
In  kilowatt-hours,  our  de- 
mand for  electricity  is  rising 
faster  than  ever.  Same  with  fossil  fuels.  Gain  a  steady  10 
pounds  a  year,  and  the  rate  of  growth  of  your  waistband  will 
decline  steadily,  too. 

The  good  news  about  energy  is  to  be  found  elsewhere — 
in  how  much  jungle  each  unit  of  energy  costs  us.  In  the  de- 
veloped world  at  least,  our  energy  production  takes  a  much 
smaller  bite  out  of  nature  than  it  used  to.  We  used  to  harvest 
all  our  energy  from  the  living  surface,  displacing  forest  and 
jungle  with  pasture  and  farmland  as  we  did;  now  we  extract 
most  of  it  from  deep  underground. 

These  days  most  of  the  worry  is  about  the  tail-end  of  our 
energy  economy — the  emissions.  Many  greens  have  become 
so  single- mindedly  preoccupied  about  the  tail  that  they  now 
promote  energy  alternatives,  like  biomass,  wind  and  photo- 
voltaics,  that  require  far  more  real  estate  for  every  unit  of  en- 
ergy produced.  All  the  "renewables"  devour  acres,  because 
they  depend  on  sunlight,  which  is  delivered  by  the  acre. 
When  the  final  reckoning  is  in,  most  of  these  alternatives 
turn  out  to  have  substantial  emissions  problems  of  their 
own,  too.  Technology  that  requires  a  lot  of  land  and  mater- 
ial almost  always  does. 

An  earlier  generation  of  greens  characterized  economic 
growth,  in  the  words  ot  Paul  Ehrlich,  as  "the  creed  of  the 
cancer  cell."  In  the  new  per-GDP  calculations,  however,  eco- 
nomic growth  becomes  the  panacea:  The  faster  GDP  rises, 
the  happier  the  environmental  outlook.  Both  perspectives 
are  wrong.  Economic  growth  is  neither  a  cancer  in  the 
womb  of  Mother  Nature,  nor  a  cure  for  all  that  ails  her. 

Saving  the  wilderness  is,  instead,  a  matter  of  developing 
technologies  and  favoring  fuels  that  let  us  grow  more  econ- 
omy out  of  less  environment.  And  that's  what  our  main- 
stream energy  economy  has  been  doing  for  most  of  the 
last  century.  F 

Peter  Huber  (pwhuber@bellatlantic.net),  a  Manhattan  Institute  senior 
fellow,  is  the  author  o/Hard  Green:  Saving  the  Environment  from  the 
Environmentalists.  Home  page:  www.phuber.com. 
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A  home-grown  ambassador  of 
capitalism  to  the  Third  World:  Peruvian 
economist  De  Soto  turns  grade-school 
teacher  in  the  Manila  neighborhood 
of  Santa  Mesa,  a  mere  20-minute  drive 
from  the  Malacaiiang  presidential 
palace.  At  right,  rattan  businesswoman 
Tarsila  Dawisa  seeks  capital  to  start 
exporting  from  her  Quezon  City  home. 
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Capital 

Photographs  by  "Peter  Charlesworth/SABA 


Forget  the  IMF  bailouts  and  the 
World  Bank  loans.  What  the  Third 
World's  poor  most  need,  says  Hernando 
de  Soto,  is  a  recorder  of  deeds. 


i  KERRY  A,  DOLAN 

THE  SHACK  ON  THE  EDGE  OF  A  SEETHING  GARBAGE  DUMP  IN 
Quezon  City,  a  suburb  of  Manila,  suggests  a  loan  prospect  as  unreliable 
as  the  hovel's  hole-pocked  tin  roof.  But  inside,  Tarsila  Dawisa,  55,  has 
an  active  business  making  rattan  shelving  units.  It  makes  5,000  Philip- 
pine pesos  a  month,  about  $125.  That  pays  the  electricity  bill  and  buys 
water  and  food  for  her  12  family  members,  but  isn't  enough  to  get 
em  a  decent  home  away  from  the  smelly,  sooty  refuse. 

"If  the  government  or  someone  can  help  me,  I  need  a  little  more  capital,"  says 
awisa,  sounding — at  least  in  the  translated  Tagalog — more  like  an  M.B.A.  than  a 
itty  grandmother.  "We'd  increase  our  volume  and  be  able  to  supply  to  exporters, 
lat  way  we  could  make  9,000  or  10,000  pesos  a  month." 

But  Dawisa  has  no  practical  access  to  capital.  She  and  her  family  have  been  squat- 
ig  near  the  government-owned  dump  for  six  years;  they  cannot  buy  the  land. 
Impoverished  but  entrepreneurial,  Dawisa  is  not  alone.  At  a  time  when 
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In  the  dumps:  Fluctuating 
stock  market  in  Makati 
business  district  means  little 
to  those  who  lack  a  legal 
footing  for  property  owner- 
ship at  ground  zero  in  an 
underdeveloped  world. 


**        ~ 


»Si 


JM« 


^■c 


NBf 


untold  wealth  is  reaching  all  part 
of  the  globe,  four-fifths  of  the  world' 
6.1  billion  people  scrape  by,  man 
doing  odd  jobs  or  running  smal 
businesses. 

As  more  of  the  world's  poor  con 
gregate  in  cities,  they  ought  to  benefi 
from  the  specialized  division  of  labo 
that  has  fueled  growth  in  industrialize 
nations.  But  in  many  instances  povert 
just  seems  to  get  worse. 


I 


One  school  of  thought  blames  th 
plight  of  the  poor  in  the  Third  Worl 
on  cultural  factors.  Something  in  th 
work  or  savings  ethic,  this  theor 
goes,  prevents  them  from  fully  devel 
oping  like  their  Northern  or  Wester: 
neighbors.  In  the  former  communis 
world,  state  dependency  fostered  atti 
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You  Have  Our  Attention. 


No  matter  which  corner  of  the  world  you're  in. 
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Homefront: 
Making  do  with 
little  in  Cebu 
City  in  southern 
Philippines. 


■  • 


-:■■••• 


■ 


*** 


,v 


tudes  seen  as  discouraging  successful  l 
enterprise. 

There's  another  line  of  thinking: 
that  much  of  the  world  has  never  done ! 
capitalism  the  right  way.  If  it  did,  poor  i 
countries  would  be  a  lot  richer.  Enter 
Hernando  de  Soto,  a  58-year-old  Peru- 
vian economist  who  made  his  mark  a  I 
decade  ago  with  the  book  The  Othetl 
Path:  The  Invisible  Revolution  in  the\ 
Third  World  (FORBES,  Jan.  23,  1989).  In] 
it  he  argued  that  developing  countries  j 
were  poor  not  because  the  poor  weren't] 
entrepreneurial,   but   because   they  j 
couldn't  get  economic  oxygen. 

The  key  to  doing  so,  he  said,  was 
property  rights — and  for  everyone. 
not  just  the  elite.  With  such  rights 
land  title  could  be  leveraged  with  a 
mortgage,  used  as  collateral  for  a  bant 
loan,  or  sold  more  easily.  If  De  Sotc 
has  his  way,  poor  folks  like  Dawisa 
could  soon  get  the  access  to  the  capi- 
tal they  wish  for. 

Licenses  are  a  form  of  property.  Ir 
Lima  De  Soto  found  that  it  took  28S 
days  to  register  a  garment  shop  with 
one  worker,  at  a  cost  of  $1,230 — 3] 
times  the  monthly  minimum  wage.  Tc 
get  permission  to  build  a  house  or 
state-owned  land  took  six  years  anc 
1 1  months  of  navigating  the  bureau- 
cracy and  getting  papers  notarized 
For  a  private  bus  or  jitney  driver  tc 


In  Lima  it  took 

289  days 
and  $1,230 

to  register  a 

garment  shop. 

obtain  official  recognition  of  hi: 
route,  26  months. 

It's  not  that  the  Peruvian,  or  an; 
government,  sets  out  to  make  life  hare 
for  its  poor  people.  Rather,  inertia  anc 
entrenched  interests  weigh  in  favor  o 
maintaining  the  status  quo,  and  rulinj 


someone  to  act  like  a  partner,  not  a  vendor. 


nternet  that  lives  up  to  its  potential. 


an  e-business  approach  that's  complete  and  fully  integrated. 


someone  to  help  reduce  time  to  market. 


r 


a  way  to  simplify  e-business  infrastructure 


e  Deer 


someone  that  can  make  your  life  easier. 


a  partner  that  solves  your  problems  rather  than  pushes  their  products. 


ve  bee 
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someone  who  won  t  disappear  once  they  instal 


solutions  that  won't  become  obsolete  the  second  your  company  grows. 


The  wait  is  over.  Genuity  is  here. 


As  of  today,  GTE  Internetworking  is  called  Genuity.  And  as  of  today,  you've  got  an  e-business  solutions 
provider  who  has  finally  figured  out  how  to  make  the  Internet  work  for  your  company.  Face  it,  the  way       £~ 
you  used  to  deal  with  the  Internet  was,  in  a  word,  fragmented.  You  had  one  vendor  for  access.  Another 


for  security.  Another  for  hosting.  All  working  independently  of  one  another  while  you  hoped  and 

prayed  it  would  all  come  together.  But  now,  you  can  have  a  new  kind  of  partner:  Genuity.  A  partner  that 

brings  you  a  100%  integrated  approach  that  enables  your  business  to  succeed.  With  people  who  understand  what  you 

want  to  do,  where  you  want  to  go  and  how  to  get  it  done.  Yesterday  you  knew  us  as  GTE  Internetworking  and  BBN,  the  firm 

that  originally  brought  you  the  Internet.  Today,  you  know  us  as  Genuity,  a  company  that  understands  how  to  make  the 

Internet  work  for  your  business.  A  company  that  knows  how  to  take  your  vision  and  make  it  happen.  Better  than  anyone. 


GENU  TY 

www.genuity.com    1-888-GENUITY 
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Outdated  pre 
and  no  borrowing 
base:  Rey  Estillore 
perseveres  while 
hoping  for  equity. 


tute  for  Liberty  &  Democracy.  Wit! 
the  institute  he  devised  a  plan  to  help 
Peru's  poor  get  title  to  land  and  busi 
nesses  more  quickly  and  efficiently 
Instead  of  going  through  up  to  14  dif 
ferent  government  agencies  to  obtaii 
a  title,  poor  Lima  residents  only  ha( 
to  deal  with  one.  The  time  it  took  t( 
generate  a  title  was  reduced  to  fou 
months;  to  register  a  business,  it  cos 
just  $12. 

Under  the  guidance  of  De  Soto' 
think  tank,  300,000  titles  were  registere< 
in  urban  Lima  from  1991  through  1995 
Results  were  soon  palpable.  By  1998  th 
value  of  the  registered  urban  land  ha( 
typically  doubled;  previously  nonexis 
tent  private  mortgage  and  consume 
credit  markets  had  begun  to  develop. 

Politicians  in  other  developing 
countries  took  notice.  A  dozen  callei 
De  Soto  and  asked  him  to  come  visi 


•«' 
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elites  seldom  understand  how  serious 
an  issue  property  law  is.  Says  De  Soto: 
"Emancipating  people  from  bad  law  is 
a  political  job."  Without  the  head  of 
government  making  such  changes  a 
priority,  they  won't  get  pushed  through 
multiple  layers  of  bureaucracy. 

Starting  in  the  late  1980s  De  Soto, 


with  the  support  of  then  Peruvian 
president  Alan  Garcia  and  his  succes- 
sor Alberto  Fujimori,  transformed  his 
theory  into  action.  He  talked  govern- 
ment agencies  and  private  founda- 
tions across  the  globe  into  funding 
(now  to  the  tune  of  $4  million  a  year) 
his  Lima-based  think  tank,  the  Insti- 


and  dispense  advice.  Those  calls,  an 
an  ideological  split  with  Fujimori  i 
1993,  spurred  De  Soto  to  take  h 
"poor  people's  capitalism"  program  o 
the  road.  Since  1997  he's  been  brougl 
in  by  the  governments  of  Haiti,  Egyj 
and  the  Philippines  to  undertake  e 
forts  similar  to  those  in  Lima.  Oth< 
underdeveloped  and  former  commi 
nist  nations  have  expressed  interest  < 
well.  "We're  opening  up  a  new  pan 
digm  for  which  there  is  no  establishe 
system  of  collecting  data,"  De  Soto  sa) 
of  the  assessment  stage  of  his  effort 
"We're  looking  at  this  from  the  poir 
of  view  of  the  democratization  I 
property  rights." 

His  findings  have  proved  controvei 
sial,  but  ultimately  convincing.  "Esser 
tially  we've  been  talking  about  the  poo 
but  we  haven't  had  a  real  understanc 
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ne  has  the  technology  to  read  minds.  The  most  powerful  radar  or  infrared  system  can't  reveal 
pponent's  intentions.  Instead,  our  security  rests  with  the  most  sophisticated  technologies  ever 
iloped.  Such  as  an  airborne  radar  system  so  advanced  it  can  simultaneously  search,  track  and 


ge  multiple  targets.  Defense.  Aerospace.  Cyberspace.  It's  where  we  come  from  and  where  we're 


ed,  poised  to  handle  tomorrow's  challenges  with  agility,  and  world-class  military,  government  and 


percial  solutions.  To  learn  more  about  how  Northrop  Grumman's  systems  integration,  defense 


ronics  and  information  technologies  are  shaping  the  future,  visit  www.northgrum.com. 


Technology's  Edge.  NORTHROP  GRUMMAN 


Northrop  Grumman  Corp, 
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ing  of  who  the  poor  are,  what  kind  of 
resources  they  have  available,  what  we 
can  do  so  they  can  really  participate  in 
the  development  of  the  economy  and 
of  the  country,"  says  Ronaldo  Zamora, 
executive  secretary  of  the  Philippine 
government.  "What  De  Soto  has  dis- 
covered are  things  that  change  our  per- 
spective about  the  whole  idea  of 
poverty.  The  poor  are  not  so  poor,  for 
instance." 

Indeed.  De  Soto  estimates  that  4 
billion  poor  people  in  the  Third  World 
and  former  communist  nations  hold, 

"What  De  Soto 

has  discovered 

changes  our 

perspective. 

The  poor  are 
not  so  poor 
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but  don't  legally 
own,  real  estate 
worth  $9.3  trillion. 
That's  46  times  the 
amount  of  all 
World  Bank  loans 
made  over  the  past 
three  decades. 
Without  legal  ownership,  De  Soto  says, 
such  assets  are  just  dead  capital.  "These 
people  have  houses  but  not  titles,  crops 
but  not  deeds,  and  businesses  but  not 
statutes  of  incorporation,"  he  says. 
"Without  these  essential  representa- 
tions, they  have  not  been  able  to  pro- 
duce sufficient  capital  to  make  their 
domestic  capitalism  work." 

In  Manila,  one  way  the  poor  obtain 
funds  is  through  a  method  called  "five- 
six."  You  borrow  5,000  pesos  from  a 
lender  who  trolls  the  alleyways  and  pay 
back  6,000  pesos  within  two  months,  in 
installments  of  100  pesos  a  day. 
Bernadette  Ubaldo,  who  squats  with 
her  family  in  a  shack  along  a  waterway 
not  far  from  the  Manila  airport,  bor- 
rowed from  a  five-six  lender  to  buy  a 
used  refrigerator.  "Sometimes  we  do 
five-six  for  food,"  she  says  sheepishly. 


Stirring  the  Philip- 
pine Dream:  The 
poor  throng  around 
President  Joseph 
Estrada  after  he 
promises  to  get 
them  land  titles. 


If  you  live  in  th 
U.S.  or  the  U.K.,  yoj 
can  take  record 
deeds  for  grante 
the  notion  of  e 
forceable  rights  t| 
real  estate  goes  ba 
to  feudal  times, 
that  foundation  of  ownership  is  builfj 
huge  edifice  of  capital  that  includes  tril 
lions  of  dollars  in  mortgage  debt  a 
trillions  in  real  estate  equity.  Contraj 
that  with  the  many  parts  of  the  won 
from  Mexico  to  Russia,  where  control 
land  has  in  the  past  century  lurch 
from  aristocrats  to  government  con: 
cators  to  peasant  squatters.  It  is  like] 
though,  that  basic  property  owners] 
early    on     underpinned    econo 
growth.  Nobel  Prize-winning  econom 
historian  Douglass  C.  North  asserts  th, 
the  development  of  enforceable  proj 
erty  rights  was  critical  to  mankind 
move  from  hunter-gatherer  to  agricu 
tural  societies  about  10,000  years  ago. 
What  passes  for  property  law  in  tf 
Third  World  would  give  shudders  1 
any  mortgage  lender.  Consider  the  ca 
of  Rev  Estillore,  60,  who  taught  biolo; 
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Philippines 


ical  science  at  Manila's  University  of  the 
East  for  20  years.  In  1993,  one  month 
after  Estillore  moved  in  to  the  simple 
home  he'd  built  in  Veteran's  Village,  a 
longtime  squatter  zone  in  Quezon  City 
set  aside  for  families  of  those  who 
fought  in  World  War  II,  a  woman 
showed  up  claiming  she  owned  his  lot. 
"I  did  some  research  on  this  before 


trations'  efforts  to  alleviate  poverty 
hadn't  worked.  So  his  government 
brought  in  De  Soto  and  his  team.  Their 
findings:  The  country's  legal  and  ad- 
ministrative systems  force  about  60% 
of  Filipinos  to  hold  their  real  estate  as- 
sets outside  the  law.  That  translates  into 
an  estimated  $133  billion  in  dead  capi- 
tal in  the  country — assets  incapable  of 


coming  here,  and  I  found  out  her 
claim  was  fraudulent, "  he  says, 
sitting  in  the  front  room  of  his 
spartan  home.  "There  are  un- 
scrupulous people  who  have  con- 
nections within  the  bureaus  and 
get  spurious  titles."  The  court 
case  has  so  far  u>st  him  $2,500, 
and  that's  with  legal  help  from 
friends  at  minimal  or  no  charge. 
In  the  meantime,  Estillore  tries  to 
scrape  out  a  living  in  the  printing 
business,  with  1960-era  presses  that 
can't  compete  with  more  modern  ma- 
chinery. Without  land  to  use  as  collat- 
eral, he  can't  afford  better. 

Scratch  the  surface  and  some  45 
million  o\  Estillorc's  76  million  coun- 
trymen probably  have  a  similar  story  to 
tell.  Philippine  President  Joseph  "Erap" 
1  strada,  who  ran  for  office  with  the  slo- 
gan "Erap  ptim  sa  Mahirap" — Erap  for 
the  poor-   realized  previous  adminis- 


being  used  as  collateral,  mortgaged  or 
easily  traded. 

De  Soto's  think  tank  is  now  work- 
ing on  legislation  to  streamline,  among 
other  things,  the  land  title  process  while 
addressing  the  plight  oi  millions  of 
squatters,  a  myriad  of  government-es- 
tablished and  private  settlements  and 
the  complex  history  of  Filipino  prop- 
erty rights.  They  hope  to  have  the  laws 
ready  to  go  in  two  years. 


Change  will  come  more  slowly  ir 
Egypt.  Zein  El  Abdeen,  a  37-year-ok 
Cairo  taxi  driver,  lives  with  his  wif< 
and  9-month-old  daughter,  his  par 
ents,  grandmother  and  his  two  sister 
in  a  900-square-foot  home  where  hi 
father  has  squatted  for  40  years.  Thi 
government  has  allowed  El  Abdeeil 
and  his  neighbors  to  live  on  state  j 
owned  land  (it  belongs  to  the  Ministr 
of  Endowment),  but  has  never  grante<  I 
them  official  recognition.  "We're  all 
aware  of  the  bad  part  about  living  a  | 
we  do,"  says  El  Abdeen.  "At  any  mo 
ment  the  ministry  could  demand  tha 
we  vacate  this  area." 

El  Abdeen  dreams  of  opening  A 
small  factory  to  make  plastic  dishes 
"But  I  need  $1,500  to  start,  and  I  don'J 
have  anyone  to  lend  me  the  money,"  h| 
laments.  "My  father's  home  is  wortlj 
around  $35,000,  but  unfortunately  h 
doesn't  have  papers,  and  no  one  will  ac 
cept  it  as  a  guarantee." 

De  Soto's  team,  along  with  thi 
Egyptian  Center  for  Economic  Studies] 
found  that  to  acquire  and  legally  regis 
ter  a  lot  on  state-owned  desert  land  LJ 
Egypt  requires  dealing  with  31  publi 
and  private  agencies,  and  red  tape  tha] 
can  last  from  5  to  14  years.  No  wondei 
85%  of  Egyptians  live  in  homes  with 
out  functioning  property  tides. 

Then  there's  Russia,  where  the  verl 
idea  of  middle-class  property  ownerj 
ship  is  foreign.  Plots  of  land  are  regis? 
tered  in  one  office,  buildings  in  anothe 
Meanwhile,  to  get  a  bank  loan,  onl 
must  put  up  150%-200%  of  the  fac 
value  of  the  loan  in  collateral,  plus  ge 
three  guarantors  with  good  income 
On  top  of  that,  it  takes  two  months  fo 
the  bank  to  process;  interest  rates  ar 
currently  around  45%.  But  the  cost  c 
obtaining  documents,  presenting 
business  plan  and  getting  everythin 
notarized  in  addition  to  the  other  re 
quirements  make  such  loans  out  of  th 
question  for  many  small  entrepreneur 

Anna  Kostrova,  30,  is  a  born  entR 
preneur.  Near  her  home  in  Dzerzhi 
Nizhny  Novgorod  (250  miles  north 
of  Moscow),  she  ran  a  kiosk  near 
bus  stop  selling  chewing  gum,  cigarel 
and  candies  when  she  was  25.  After  sb 
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Two  easy  steps  to  help  control  the  cost  of  dental  benefits. 


Here's  a  refreshing  idea:  with  Direct 
Reimbursement,  vou  just  pay  for  actual 
treatment  received,  instead  of  costly  monthly 
insurance  premiums  for  employees  who  don't 
even  use  dental  benefits.  Plus,  vou  can  save 
time,  with  no  complicated  claims  procedures. 


Most  importantly,  your  employees  have  the 
freedom  to  see  any  dentist  they  wish.  Used 

J  J 

regularly,  it  just  may  prevent  all  kinds  of 
hassles  at  your  company.  For  information  or  a 
cost  estimate  of  a  plan  designed  to  meet  the 
company  needs  you  specifv,  call: 


1-800-232-7698  extiis 

Or  visit  our  web  site  at  www.ada.org/DR 


DIRECT 

REIMBURSEMENT 


Dental 

Benefits  Plan 
Smart  Companies 


ADA. 


American  Dental  Association 


Philippines 


Untapped  Assets 


Partially  Titled  or  Untitled 
57% 


The  charts  depict  the  Philippines 

percent  of  urban 

dwellings  that  have 

working  legal  title  and 

those  that  lack  such 

title.  The  "dead  capital" 

figures  are  the  value  of 

improperly  titled  or 

untitled  assets  $13 

throughout  each  country.  of  dead  capital 

Relative  Rights 


Distribution  of  titled  and  partially  titled  or  untitled  dwellings  in  the  urban  sector 

Peru  Haiti 


The  numbers  indicate  confidence  of 
businesspeople  that  assets  won't  be 
confiscated,  contracts  canceled  or 
laws  applied  in  a  discriminatory  way. 

Legal  Structure  and  Property  Rights  Rating.  1997 


Democratic  Republic  of  Congo  0 

Source  The  Fraser  Institute:  Economic  Freedom  Report 
of  the  World  2000. 

got  married  and  had  two  children,  she 
and  her  husband  decided  to  rent  a 
small  cafeteria.  They  were  able  to  bor- 
row money  from  the  bank  to  get  it 
started,  but  that  was  before  the  1998 
crisis.  With  her  assets  devalued  she 
couldn't  go  back  to  the  bank  for  the 
loan  she  wanted  for  a  soda  dispensing 
machine.  Were  it  not  for  the  assistance 
of  a  local  microlending  organization, 
Vozmozhnost,  Kostrova  would  not 
have  been  able  to  expand  her  business. 
"I  have  a  lot  of  plans  to  materialize," 
she  says,  thankful  that  she  has  a  financ- 
ing alternative. 

Microlending — disbursing  work- 
ing capital  in  tiny  doses  to  small 
businesses  and  solo  proprietors — is 
now  all  the  rage  at  the  World  Bank 
and  other  antipoverty  agencies.  But  a 
well-entrenched    system    of   deeds 
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and  mortgages  would  make  this  spe- 
cially designed  lending  a  lot  more 
meaningful. 

Stephan  Schmidheiny,  a  billionaire 
Swiss  philanthropist  whose  Latin 
America-focused  Avina  foundation  has 
funded  De  Soto,  says  as  much:  "An  im- 
portant part  of  the  work  we  do  in  sus- 
tainable development  and  entrepre- 
neurial education  is  the  framework.  I 
found  Hernando's  approach  the  most 
convincing  of  any.  The  whole  world 
talks  about  poverty  alleviation,  but  very 
few  have  a  practical  idea  on  how  to  do 
it.  He  has." 

De  Soto  figures 
only  25  of  the  world's 
207  countries  are 
reaping  the  benefits  of 
having  a  contractual, 
urban  society.  In  the 
rest,  the  people  con- 
gregate, but  they  lack 
a  legal  basis  for  ex- 
change. "It's  the  in- 
dustrial revolution 
happening  150  years 
later,"  he  says.  Think 
of  it:  It's  not  so  much 
the  lack  of  capitalist 
ethos  that  impoverishes  the  people  of 
Peru  or  Madagascar,  but  the  lack  of 
durable  capital  that  can  be  traded  back 
and  forth.  Absent  that  basis  for  capital 
markets,  the  billions  of  dollars  of  capi- 
tal showered  on  the  world's  poor  by  in- 
ternational agencies  is  like  seed  falling 
on  barren  ground. 

A  side  effect  of  granting  formal  title 
to  the  poor's  assets  is  a  boost  to  gov- 
ernment coffers.  In  Peru  276,000 
extralegal  entrepreneurs  recorded  their 


"The  world 
talks  about 

poverty 
alleviation. 

Very  few 
know  how." 


Source.  Institute  for  Liberty  &  Democracy. 

businesses  voluntarily  from  1991  i 
1994.  Over  that  period,  the  tax  revent 
from  the  formerly  extralegal  business 
was  $1.2  billion.  But  the  majority  of  tr 
informal  sector  isn't  staying  outside  tr 
law  simply  to  avoid  paying  taxes.  Tr 
truth  is,  doing  business  outside  the  la 
presents  all  kinds  of  added  costs. 
Peru  15%  of  gross  income  in  extraleg 
manufacturing  is  paid  out  in  bribe 
says  De  Soto. 

As  it  stands  now,  De  Soto's  a] 
proach  is  promising  but  not  proven.  ] 
Peru  only  a  small  percentage  of  tl 
country's  inform 
sector  has  new  Ian 
titles.  In  Haiti,  wha 
his  team  began  woj 
in  1997,  the  packaj 
of  laws  they  design* 
still  awaits  passage  \ 
the  Congress. 
Egypt,  where  De  Sol 
began  in  1998  an 
has  12  Peruvians  ar 
30  Egyptians  at  woij 
the  detailed  assea 
ment  of  the  existu] 
property  and  legal ! 
uation  is  under  wa 
the  Philippines  is  at  an  earlier  stagej 
assessment. 

The  true  test  of  his  ideas  will 
after  they've  been  tried  in  a  variet 
developing  nations.  If  he  can  help  alii 
viate  poverty  through  legal  reform  an 
properly  titling  the  slums  of  Latl 
America,  an  Islamic  country,  an  Asitl 
ex-colony  and  a  former  communist  nl 
tion,  De  Soto  will  have  truly  proven  b] 
theory.  And  the  Third  World  will  ovj 
him  a  big  debt  of  gratitude. 
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If  you  are  interested  in  the  follow 


\s  China's  access  n>  w  l<>  is  approaching,  would  you  like  to  open  the 
door  to  investment  in  China?  If  you  do  we  would  like  to  m\  ite  you  to 
China  Hair  for  International  Investment  A:  Trade  (  CFII I    I 

CFilT  iv  Chinas  sole  national  large-scale  investment  promotion 

organization,  and  to  date  has  held  three  \ery  successful  investment  trade 

lan-  signing  foreign  contracts  worth  US$33  24')  billion, accounting  for 
one-fourth  of  the  amount  of  foreign  capital  utilized  b>  China  in  the 


same  period 

The  fourth  CFIIT  will  highlight  further  on  the  theme  of  investirJ 
this  will  attract  delegations  from  hundreds  of  the  invesiment-soal 
( iiics  and  thousands  of  the  economic  and  technological  developn  I 
areas  in  32  provinces,  cities  and  regions  throughout  the  country.  I 
is  an  opportunity  to  meet  tens  of  thousands  of  the  investment  commu, 
for  future  investment  cooperation  projects  which  will  entail  the  com| 


ten,  China    Sept    8    200< 


ents,  then  do  the  above  two  things . 


ipmenl  and  facilities. 


•lease  click  (www.chJnafair.org.crT) 

Ministry  of  Foreign  Trade  and  Economic  Coopera- 
]  tion  of  the  People's  Republic  of  China 

September  8-12.  2000 
Xiamen.  China 
1 98xiamen(s  public.xm.fj.cn 


Contact:       Foreign  Capital  Department  of  the  Ministry 
of  Foreign  Trade  and  Economic  Cooperation 
of  the  People's  Republic  of  China 
Fax:86-10-65197839 
Liaison  Office  of  the  Organizing 
Committee  of  CFIIT 
Fax:86-592-5129898 
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We  number  each  bottle  becaus 
names  make  it  too  hard  to  say  good-b1 


Each  individually  numbered  bottle  contains  a  rare  blend  of  a  select  group  of  our  finest  whiskies. 
And  with  every  sip,  it  becomes  that  much  rarer.  Chivas  Regal  18.  When  you  know. 


Drink  responsibly.  (But  yOU  knOW  that.)  ©2000  Chivas  Regal  18  Year  Old  Worldwide  Blended  Scotch  Whiskv  40%  Alcohol  by  Volume  (80  Proof)  Chivas  Bras.  Import  Co..  New  York.  NY.  www.chiw 
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(  ROBERT  L.  PARK 

'  me  and  time  again  investors,  congressmen  and  the  general  public  get  swept  off 
eir  feet  by  crackpot  schemes  to  create  free  energy.  Why?  In  this  adaptation 
torn  his  new  book,  Voodoo  Science,  a  professor  of  physics  at  the  University  of 
I  aryland  blames  the  media.  Whether  from  ignorance  or  a  cynical  appeal  for 
ntertainment  value,  the  media  give  lots  of  ink  and  airtime  to  the  crackpots  and 
lily  tiny  space  to  the  forces  of  reason.  The  same  sort  of  imbalance  gives  rise  to 
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quack  environmental  scares  and 
costly  reactions  to  those  scares; 
the  story  that  follows  (see  p.  128) 
explores  this  phenomenon. 

MB  m  THAT'S  THE  ANSWER  TO  THE  ENERGY 
WS  mW  ■  crisis?"  Dan  Rather  was  asking  on  the 
■  III  CBS  Evening  News.  "Suppose  a  fellow 
mm  wJV  told  you  the  answer  was  in  a  machine 
WV  wM  he  has  developed?  Before  you  scoff, 
take  a  look  with  Bruce  Hall."  It  was  Jan.  1 1, 1984  and  CBS  re- 
porter Bruce  Hall  had  traveled  to  the  tiny  rural  hamlet  of 
Lucedale,  Miss.  A  mile  down  a  dirt  road,  past  the  "Keep  Out" 
and  "No  Trespassing"  signs,  Hall  came  to  stand  before  the 
garage  workshop  of  Joseph  Wesley  Newman,  whom  he  in- 
troduced as  "a  brilliant,  self-educated  inventor."  Then  New- 
man looked  directly  into  the  camera  and  declared  that  his 
"Energy  Machine"  could  produce  ten  times  the  electrical  en- 
ergy it  took  to  run  it.  "Put  one  in  your  home,"  he  said,  "and 
you'll  never  have  to  pay  another  electric  bill." 

It  was  the  sort  of  story  Americans  love.  A  backwoods  wiz- 
ard who  never  finished  high  school  makes  a  revolutionary 
scientific  discovery.  He  is  denied  the  fruits  of  his  genius  by  a 
pompous  scientific  establishment  and  a  patent  examiner 
who  rejects  his  application  without  even  examining  it.  Joe 
Newman  then  takes  on  the  U.S.  government,  filing  suit  in 
federal  court  against  the  Patent  &  Trademark  Office.  It's  the 
little  man  battling  a  gigantic,  impersonal  system. 

CBS  presented  no  one  to  challenge  Newman's  claim,  only 
cheerleaders.  Roger  Hastings,  a  boyish-looking  Ph.D.  physi- 
cist, declared  that  "It's  possible  his  theory  could  be  correct 
and  that  this  could  revolutionize  society."  Milton  Everett,  an 
engineer  with  the  Mississippi  Department  of  Energy  and 
Transportation,  declared,  "Joe's  an  original  thinker;  he's  gone 
beyond  what  you  can  read  in  textbooks."  Most  viewers  must 
have  been  left  wondering  how  the  Patent  Office  could  be  so 
certain  Joe  Newman  was  wrong. 

The  Patent  Office  based  its  judgment  on  the  colorful  his- 
tory of  purported  perpetual  motion  machines,  claims  for 
which  go  back  hundreds  of  years.  They  all  failed,  and  the  fail- 
ures led  to  one  of  the  greatest  scientific  insights  in  history, 
one  that  paved  the  way  for  the  industrial  revolution:  Energy 
is  conserved.  Scientists  call  it  the  First  Law  of  Thermody- 
namics. It  explains  why  a  ball,  no  matter  what  it's  made  of, 
never  bounces  higher  than  the  point  from  which  it's 
dropped.  The  law  is  consistent  with  our  everyday  experience 
thai  you  can'l  get  something  for  nothing. 

Hundreds  of  inventors  around  the  world  have  tried  to 
lv.it  this  law,  but  the  law  always  wins.  In  frustration,  and  per- 
haps embarrassment,  many  inventors  have  resorted  to  con- 
structing complex  devices  with  cleverly  concealed  sources  of 
energy  to  keep  them  running.  Each  failure  documented  and 
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fiction  exposed  merely  established  this  pillar  i 
physics  more  firmly. 

In  1911  the  U.S.  Patent  Commissioner,  ai 
noyed  that  so  much  time  was  being  spent  on  in 
possible  ideas,  ruled  that  a  patent  application  for 
perpetual  motion  machine  could  not  be  submi 
ted  until  one  year  after  an  operating  model  oft! 
machine  was  filed  with  the  Patent  Office.  If  the  machine  w 
still  running  at  the  end  of  a  year,  the  application  would  be  a 
cepted.  The  new  ruling  seemed  to  bring  an  end  to  patent  a] 
plications  for  perpetual  motion  machines. 

None  of  this  was  touched  on  in  the  CBS  News  stor 
which  ended  with  Joe  Newman,  his  jaw  set,  declaring,  "I 
keep  fightin',  and  I'll  fight  till  hell  freezes  over."  Whatev 
charisma  is,  Joe  Newman  had  it.  No  matter,  I  thought,  no  o 
will  take  him  seriously. 

I  was  wrong,  of  course.  Viewers  with  little  knowledge 
the  conservation  of  energy  had  no  reason  to  scoff.  The  e: 
perts  had  vouched  for  Newman,  and  Dan  Rather,  a  trusfc 
guest  in  millions  of  homes,  had  invited  people  to  take  tl 
story  seriously.  Tens  of  thousands  did.  CBS  News  had  tran 
formed  Joe  Newman  into  a  celebrity.  He  appeared  on  Johni 
Carson's  show,  and  he  rented  the  Superdome  in  New  Orleai 
for  a  week,  where  thousands  paid  to  watch  him  demonstra 
his  Energy  Machine. 

Things  did  not  go  well,  however,  in  Newman's  su 
against  the  Patent  Office. 

Newman  argued  that  his  Energy  Machine  was  not  a  pe 
petual  motion  machine.  He  claimed  the  energy  to  run  h 
machine  came  from  the  conversion  of  mass  into  energy  a 
cording  to  Einstein's  famous  E=mc2.  Newman  said  his  m; 
chine  was  slowly  devouring  its  electromagnets'  copper  wir 
and  iron  cores.  Because  c2  is  such  a  huge  number,  his  m 
chine  would,  for  all  practical  purposes,  last  forever. 

Federal  Judge  Thomas  Penfield  Jackson — who  has  be< 
much  in  the  news  lately  in  the  Microsoft  case — didn't  buy 
Citing  the  laws  of  thermodynamics,  he  ordered  Newman  I 
turn  his  Energy  Machine  over  to  the  National  Bureau  i 
Standards  for  testing.  Properly  measured,  the  output  pow< 
was  found  to  be  far  less  than  the  input  power. 

Strange  it  was,  then,  that  two  years  after  the  CBS  Nev 
show  aired,  I  got  a  call  from  a  Senate  committee;  Senate 
Thad  Cochran  of  Mississippi  had  scheduled  a  hearing  on  let 
islation  to  force  the  Patent  Office  to  issue  a  patent  for  "son 
sort  of  generator."  It  promised  to  be  controversial,  and  I  w 
asked  if  I  would  attend  as  an  observer.  "By  the  way,  the  ii 
ventor  will  be  there  to  testify.  His  name  is  Joseph  Newman 

I  found  the  hearing  room  crowded  with  executives  froi 
major  American  corporations.  If  the  gravy  train  was  about 
leave  the  station,  these  guys  weren't  going  to  be  left  standir 
on  the  platform. 

Newman's  hearing  went  badly,  mercifully  ending  ar 
prospect  of  congressional  intervention.  But  a  year  later,  to  rr 
astonishment,  he  was  back  on  the  CBS  Evening  News  demoi 
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Looking  beyond 
the  Age  of  Either/Or. 


Global  markets. 

Infinite  bandwidth. 

Lots  of  facts  (not  much  wisdom). 

No  question,  you  can  have  it  all. 

But  can  you  handle  it? 

All  the  rules  keep  changing. 

Yesterday's  collaborators? 
Today's  competitors. 
Earnings  and  shareholder  value  - 
total  strangers? 

That  company  you  want  to  buy? 
Now  wants  to  buy  you. 

Welcome  to  the  21st  century. 
And  Catch  22. 

At  Deutsche  Bank,  we  move  beyond  the 
Age  of  Either/Or. 

Brains  and  brawn. 

We  routinely  put  our  own  cash  on  the  table  to 
seal  a  deal.  But  cash  is  only  as  valuable  as  the 
ideas  behind  it.  You  need  capital  to  play  the  game, 
thought  leadership  to  win  it.  We  deliver  both. 

Global  and  local. 

To  master  strategic  markets  in  the  Age  of  All,  you 
need  global  expertise,  cultural  nuance  and  local 
intelligence.  Through  our  90,000  professionals  on 
the  ground  in  every  time  zone,  you  get  it  all. 

Debt/equity  and  advisory. 

You  need  innovation  and  liquidity  on  both  sides 
of  the  equation,  and  the  tools  to  balance  it. 
That's  why  we  put  stock  in  all  forms  of  equity, 
debt,  leveraged  finance  and  world-class  advisory. 
It's  why  our  clients  put  a  lot  of  stock  in  us. 
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He  couldn't  have  found  a  better- 
qualified  expert  to  criticize 

tlie  gadget  or  a  more  obscure  one  to  laud  il;,; 


strating  his  machine  as  if  nothing  had  happened.  I  called  cor- 
respondent Bill  Whitaker  the  next  day  to  ask  why  he  had  not 
mentioned  the  NBS  test,  or  the  court  decision,  or  the  Senate 
debacle.  "That's  not  what  the  story  was  about,"  he  said.  "It 
was  about  Joe  Newman.  This  was  a  human  interest  story." 
That  explained  everything;  it  was  just  entertainment. 

Newman  had  not  invented  a  source  of  unlimited  energy, 
but  he  had  discovered  that  if  you  invoke  incredible  new 
physics,  you  will  be  taken  seriously.  Other  inventors  have  fol- 
lowed Newman's  lead;  other  journalists  have  followed  in  Dan 
Rather's  footsteps. 

On  Feb.  6,  1996  ABC's  Good  Morning  America  program 
carried  a  story  about  another  inventor  and  another  inex- 
haustible source  of  energy.  Correspondent  Michael  Guillen 
is  shown  standing  with  James  Patterson  in  the  inventor's 
cluttered  garage  workshop.  As  Patterson  coats  tiny  polymer 
beads  with  nickel  and  palladium,  mixes  them  with  salt  water 
and  passes  an  electric  current  through  the  liquid,  he  tells 
Guillen  that  he  gets  200  times  as  much  energy  out  of  the  ma- 
chine as  he  puts  in.  "I'm  better'n  a  millionaire,"  the  white- 
haired  75-year-old  chuckles.  "I  have  converted  alchemy  to 
turn  little  beads  into  gold." 

Patterson's  claim  sounded  suspiciously  like  the  infamous 
cold  fusion  claim  made  seven  years  earlier  by  two  chemists 
from  the  University  of  Utah,  and  the  correspondent  had  no 
excuse  not  to  notice  the  similarity.  Michael  Guillen  himself 
has  a  Ph.D.  in  physics. 
"There  have  been  dozens 
of  claims  of  ideal  energy 
sources  around  the 
world,"  Guillen  tells  the 
audience,  "but  this  device 
is  different,  because  of  the 
inventor's  distinguished 
track  record  and  because 
it  has  attracted  serious  in- 
terest from  major  compa- 
nies. Most  important,  it 
seems  to  have  been  con- 
firmed by  independent 
scientists  at  prestigious 
universities.  But  for  some, 
it  just  doesn't  ring  true." 

It  was  time  for  the 
talking  heads.  These  are 
experts,''  usually  identi-    All  too  healthy:  Pons  and  Fleischmann, 


fied  only  by  a  brief  caption,  delivering  sound  bites.  They  are 
a  standard  fixture  in  television  coverage  of  science.  The  first 
identified  as  "John  Huizenga,  nuclear  scientist,"  says,  "li 
would  be  willing  to  bet  there's  nothing  to  it."  That  was  it! 
The  contrary  point  of  view  in  less  than  three  seconds.  A  sec- 
ond gray  head,  Quinton  Bowles,  professor  at  the  University 
of  Missouri,  Kansas  City,  disagrees:  "It  works,  but  we  don't 
know  why  it  works.  That's  the  bottom  line." 

I  had  never  heard  of  Quinton  Bowles.  John  Huizenga,  on 
the  other  hand,  was  a  distinguished  professor  of  nuclear 
chemistry  at  the  University  of  Rochester,  elected  to  the  Na- 
tional Academy  of  Sciences,  head  of  a  government  panel  con-' 
vened  to  investigate  the  cold  fusion  claim  that  captivated  the 
American  public  for  a  brief  time  in  1989.  Guillen  could  nol 
have  found  a  better-qualified  expert  to  criticize  the  energy  in- 
vention, or  a  more  obscure  one  to  laud  it.  But  because  he 
gave  his  viewers  no  way  to  judge  the  sources'  credentials 
Guillen  created  the  illusion  that  there  were  two  equally 
weighty  sides  to  this  question.  This  is  what  passes  for  objec-i 
tivity  among  many  journalists. 

A  simple  device  that  produces  200  times  as  much  en- 
ergy as  it  consumes  would  alter  the  course  of  history,  yet 
somehow  the  great  scientific  minds  of  the  country  had 
missed  this  development?  Was  the  public  being  deliber- 
ately misled?  Perhaps.  The  story  wasn't  news — and  it  cer-i 
tainly  wasn't  science.  It  was  entertainment. 

It  was  so  entertaining 
that  Guillen  was  back  or 
Good  Morning  America  i 
year  later  with  an  update 
"During  the  past  year,"  he 
gushed,  "Patterson's  bead: 
have  led  to  a  big  surprise 
They  neutralize  radioac- 
tivity." Whoa!  That  woulc 
be  a  surprise.  In  fact,  it 
would  be  a  miracle. 

Following  a  demon- 
stration of  this  incredible 
new  discovery,  Norn 
Olson,  who  was  intro- 
duced as  a  "big-name  sci- 
entist" from  Hanford 
Wash.,  said  he  was  U 
the  Patterson  cell  back  1 
unaffected  by  "cold  fusion"  radiation,      the  lab  for  testing.  Guiller 
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The  Age  of  All  is  here. 


As  you  step  into  the  new  millennium,  you'll  need  it 
all.  You'll  need  financial  advisers  with  360°  vision 
and  serious  resources,  who  respond  instantly  to 
change,  cope  elegantly  with  chaos  and  have  a 
proven  track  record  in  every  corner  of  the  globe. 
Any  less  and  you  risk  it  all. 
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Global  performance  is 


Selected  recent  awards  and  poll  results:* 

•  Most  Impressive  Investment  Bank  for  Overall 
Capital  Raising  in  1999 

•  World's  No.  1  Investment  Bank  for  Raising  Capital 

•  Bond  House  of  the  Year 

•  Euro  Bond  House  of  the  Year 

•  Best  Bank  for  Securitization 

•  Advisor  of  the  Year  -  Asia  Pacific 

•  Best  Bank  in  Euroland 

•  Project  Finance  House  1999 

•  Credit  Derivatives  House  of  the  Year 

•  Interest  Rate  Derivatives  House  of  the  Year 

•  Breakthrough  Technology  Deal  of  the  Year  - 
Foundry  Networks,  Inc. 

•  M&A  Advisory  of  the  Decade 
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There's  a  clever  phrase  for  this  fallacy  of  th 

long  shot:  "Pascal's  wager."  Ii 

you  winr  you  win  everything] 


promised  to  keep  his  viewers  informed,  but  nothing  more 
has  been  heard  of  Olson's  test  or  the  Patterson  cell. 

And  whatever  happened,  you  may  be  wondering,  to  cold 
fusion? 

In  Salt  Lake  City  on  Thursday,  Mar.  23, 1989,  the  Univer- 
sity of  Utah  held  a  press  conference  to  announce  that  two 
chemists,  Martin  Fleischmann  and  Stanley  Pons,  had  discov- 
ered a  limitless,  nonpolluting  source  of  energy.  They  called  it 
"cold  fusion."  If  that  was  indeed  what  it  was,  then  they  had 
duplicated  the  source  of  the  sun's  energy  in  a  test  tube. 

The  story  had  actually  broken  that  morning.  It  had  been 
leaked  to  the  world's  most  influential  financial  dailies,  the 
Wall  Street  Journal  and  the  Financial  Times  of  London.  The 
Journal  would  run  unfailingly  optimistic  cold  fusion  stories 
over  the  coming  weeks  and  even  carry  an  editorial  using  the 
episode  to  boast  that  it  was  the  leader  in  covering  new  tech- 
nological developments.  The  University  of  Utah  was  using 
the  Journal  to  sell  cold  fusion,  and  the  Journal  was  using  cold 
fusion  to  sell  papers. 

[It  must  be  confessed  that  FORBES  wasn't  immune  to  this 
mass  delusion.  In  its  May  15,  1989  edition,  the  magazine  in- 
cluded a  column  by  Michael  Gianturco  sympathetic  to  the 
Pons/Fleischmann  claim. — Ed.] 

Just  as  in  the  other  cases  we've  examined  here,  Pons  and 
Fleischmann  made  their  pitch  directly  to  the  media,  not  their 
peers,  speaking  in  generalities,  without  the  details  other  sci- 
entists would  have  needed  to  judge  their  claim.  This  was  no 
mere  breach  of  etiquette — the  integrity  of  science  is  an- 
chored in  the  willingness  of  scientists  to  expose  their  ideas 
and  results  to  the  scrutiny  of  their  scientific  peers.  What  fol- 
lowed was  a  wild  chase  to  confirm  the  "discovery,"  a  chase 
complete  with  false  leads  and  roadblocks.  Reporters  inter- 
preted the  stampede  as  evidence  that  there  must  be  some- 
thing to  the  claims. 

But  physicists  were  skeptical.  The  energy  released  in  hy- 
drogen fusion  gets  carried  off  by  neutrons  and  gamma  rays. 
At  the  power  levels  claimed  by  Pons  and  Fleischmann,  their 
device  should  have  been  the  hottest  source  of  radiation  west 
of  Chernobyl.  Yet  here  were  the  two  beaming  chemists,  in  a 
photograph  that  appeared  on  the  front  pages  of  newspapers 
around  the  world,  proudly  holding  the  device  up  for  the 
cameras.  A  dark  joke  going  around  the  Physics  Department 
at  the  University  of  Utah  asked:  "Have  you  heard  the  bad 
news  about  the  research  assistant  in  Pons'  lab?  He's  in  perfect 
health."  The  public  hoard  little  about  the  growing  skepticism. 

A  month  after  the  Salt  Lake  City  press  conference,  Pons 
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and  Fleischmann  appeared  before  the  House  Committee  o 
Science,  Space  and  Technology  to  request  federal  fundin 
and  were  greeted  as  heroes.  But  it  was  a  "business  strateg 
consultant"  named  Ira  Magaziner,  the  only  witness  with  n 
science  background,  who  caught  the  imagination  of  th 
committee.  He  urged  Congress  not  to  "dawdle  around"  wai 
ing  for  scientists  to  confirm  cold  fusion,  or  the  Japanej 
would  beat  us  to  commercialization.  If  cold  fusion  held  up, 
could  spawn  the  biggest  industry  in  history.  If  it  failed,  tl 
country  would  only  be  out  a  few  million  dollars. 

There's  a  clever  phrase  for  this  fallacy  of  the  long  sho 
popularized  in  Bad  Science,  a  1993  book  on  cold  fusion  t 
Gary  Taubes:  "Pascal's  wager." 

A  renowned  17th-century  mathematician,  Blaise  Pasca 
at  age  32  renounced  a  life  of  science  for  one  of  faith.  "Do  nc 
hesitate  to  wager  that  God  exists,"  he  advised.  "If  you  wii 
you  win  everything."  In  other  words,  keep  your  eye  on  tl 
size  of  the  pot  and  not  on  the  odds. 

It  makes  sense  in  a  theological  context.  Pray  and,  if  thei 
is  indeed  a  God,  you  will  be  rewarded  with  eternal  salvatia 
If  there  isn't,  your  downside  is  limited. 

In  the  field  of  secular  endeavors,  Pascal's  logic  leads 
often  as  not  to  folly.  They  love  Pascal  in  Las  Vegas,  of  cours 
It  was  Pascal's  wager  that  had  filled  a  Senate  hearing  roo: 
for  Joe  Newman's  appearance.  It  is  Pascal's  wager  again 
work  when  two  large  electric  utilities  fund  a  bizarre  scheir 
to  extract  limitless  energy  from  water  by  "shrinking"  hydn 
gen  atoms. 

We  will  return  in  a  moment  to  the  hydrogen-shrinkii 
scheme,  but  first  let's  recap  the  history  of  the  cold  fusion  n 
search  championed  by  Ira  Magaziner.  Just  five  days  after  tl 
cold  fusion  hearing,  the  bubble  burst.  At  a  conference  in  Ba 
timore,  theorists  reported  that  cold  fusion  violated  accept* 
physical  principles;  chemists  accounted  for  the  heat  withoi 
invoking  fusion;  physicists  reported  that  the  radiation  cha 
acteristic  of  fusion  was  absent.  What  had  begun  as  wishf 
interpretations  of  sloppy  and  incomplete  experiments  wou 
end  with  altered  data,  suppression  of  contradictory  eviden 
and  deliberate  obfuscation. 

By  July  it  was  all  over.  The  Department  of  Energy  pan< 
headed  by  the  aforementioned  John  Huizenga,  conclude 
that  additional  research  into  cold  fusion  was  not  warrante 
To  be  sure,  a  dwindling  band  of  scientists  still  believe  in  co 
fusion  today,  just  as  there  are  scientists  who  believe  in  ps 
chokinesis,  alien  abductions  and  the  Chicago  Cubs.  A  Ph.] 
is  not  an  inoculation  against  foolishness — or  mendacity. 
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IT'S  THE  STOCK  MARKET'S  Great  Paradox.  98% 
of  investors,  both  new  and  experienced,  say  they 
never  buy  stocks  that  are  trading  at  new  highs  in 
price.  Which  sounds  like  good  common  sense.  Yet, 
based  upon  our  extensive  analysis  of  the  greatest 
stock  market  winners,  what  seems  too  high 
and  risky  to  the  majority  usually  goes 
higher,  and  what  seems  low  and 
cheap  usually  sinks  even  lower. 


It's  a  unique  research  tool  designed  to  identify 
winning  stocks  with  effective  information  you  can't 
find  anywhere  else.  With  access  to  relevant,  essential 
measurements,  you'll  be  amazed  just  how  obvious 
the  real  "bargain"  stocks  can  become. 


HOW    DOES    A    STOCK  go 

from  $50  to  Sioo?  Actually, 
the  "great  paradox"  is  a 
paragon  of  common  sense.  If  a 
security  is  now  selling  at  $50, 
and  is  going  to  double  in  price,  it 
positively  must  first  go  through  $51,  $52, 
S53,  S54  and  so  on  (all  new  highs)  before  it  can 
reach  $100.  Your  job  is  to  buy  when  a  growth  stock 
looks  high  to  the  majority  of  conventional 
investors  and  to  sell  after  it  moves  substantially 
higher  and  finally  begins  to  look  attractive  to  those 
same  investors.  Buy  high,  sell  a  lot  higher,  if  you  will. 
Take  Cisco  Systems.  From  its  initial  new  high 
"buy  point"  of  $30  in  October  1990  through  October 
1998,  it  increased  15,650%.  A  new  high  is  rarely  too 
high  when  you're  looking  for  great  companies. 

BEING  KEENLY  AWARE  OF  stocks  hitting  new 
highs  is  important,  but  it's  only  one  key  to  unlocking 
the  true  potential  of  your  portfolio.  You  have  to 
evaluate  many  vital  factors  to  identify  timely  market 
opportunities.  If  it  were  easy,  everyone  would  be  a 
millionaire.  However,  some  investors  do  enjoy  a 
distinct  advantage.  An  edge  you  have  access  to  as 


CONVENTIONAL 

WISDOM  ISN'T  SO 

WISE  WHEN  IT  CAUSES 

YOU  TO  MISS  THE  BEST 

PERFORMING  STOCKS 


OF  THE  DECADE. 


EVERYONE  FEELS  THEY  CAN  do  better 

with  their  investing.  Given  half  the 

chance,  they're  right.  Investor's 

Business  Daily  is  powered  by  a 

proprietary  and   renowned 

database  containing  models 

of  every  successful   public 

corporation  in  America  from 

1953  to  today.  It  collects  more 

than  150  measurements  on  over 

10,000  companies,  every  day.  This 

detailed  analysis  of  historical  fact  combined 

with  current  market  realities  is  an  invaluable  tool, 

especially  when  expressed  by  IBD's  insightful  charts 

and  ratings.  It's  a  wealth  of  knowledge.  Literally. 

It's  not  just  a  newspaper.  It's  a  superior  research 

tool  that's  been  proven  to  work.  Call  for  your 

free  two-week  trial  subscription:  800.277.4785. 

You'll  also  benefit  from  concise,  no-nonsense 
articles  that  view  the  world  through  an  investor's 
lens.  Plus  many  other  idea-generating  features  like 
The  New  America,  profiling  innovative,  growing 
companies.  The  Big  Picture,  an  annotated  synopsis 
that  unravels  the  complexity  of  the  general  market. 
Investor's  Corner,  which  shows  how  to  apply  the 
many  tools  IBD  brings  to  bear.  There  is  inspiration 
waiting  in  every  issue  of  IBD.  For  more  information, 
visit  us  at  www.investors.com.  The  opportunities  of 

a  lifetime  are  out  there. 
Now  find  them. 
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Mills  caiis  it  "the  most  importan 

discovery  of  all  time,  uj 

there  with  fire/'  co,,id  he  he  nSht?  Nr 


Pascal's  wager,  of  course,  is  still  at  work.  Passionate  free- 
energy  believers  reside  just  beyond  the  fringes  of  the  scien- 
tific community  They  shun  old-fashioned  terms  like  "per- 
petual motion;"  their  language  is  laced  with  symbols  and 
terms  drawn  from  cosmology  and  atomic  physics.  They  may 
even  believe  it  to  be  science,  just  as  witches  and  faith  healers 
may  truly  believe  they  can  summon  supernatural  powers.  Ig- 
nored or  even  ridiculed  by  other  scientists,  they  dream  of  re- 
demption when  the  world  finally  wakes  up  to  the  truth.  They 
even  have  their  own  magazine — called  Infinite  Energy,  of 
course — which  fills  its  pages  with  rosy  stories  about  progress 
in  the  quest  for  free  energy.  The  progress  is  hard  for  a  nonbe- 
liever  to  see.  Nevertheless,  it  attracts  investors. 

A  New  Jersey  company  called  BlackLight  Power  has  re- 
portedly raised  $25  million  on  the  word  of  its  founder,  Ran- 
dell  Mills,  that  he  has  discovered  a  way  to  produce  inex- 
haustible energy  from 
ordinary  water  by  shrink- 
ing hydrogen  atoms  into  a 
'state  below  the  ground 
state,"  creating  what  he 
calls  "hydrinos."  Mills,  a 
Harvard- trained  medical 
doctor  who  did  his  un- 
dergraduate work  in 
chemistry,  describes  this 
as  "the  most  important 
discovery  of  all  time,  up 
there  with  fire."  Could  he 
be  right?  Nn 

A  "state  below  the 
ground  state"  is  a  contra- 
diction in  terms — like 
south  of  the  South  Pole. 
Think  of  an  alarm  dock 
that  is  completely  un- 
wound. A  physicist  would 
say  the  rundown  dock  is 
in  its  "ground  state."  You  study  the  energy  states  of  a  partic- 
ular kind  of  atom  by  looking  at  its  spectrum — the  specific 
wavelengths  emitted  as  the  atom's  electrons  cascade  from  an 
exdted  state  to  lower  energy  levels,  ending  with  the  ground 
state.  The  exact  prediction  o\  the  hydrogen  spectrum  was  one 


Today  energy,  tomorrow  levitation:  Randell  Mills  and  his  hydrino  machine 


There  is  no  line  corresponding  to  a  "hydrino"  state. 

A  number  of  prominent  scientists,  including  Nobel  la 
reates,  have  publicly  dismissed  Dr.  Mills'  claim  as  nonsen: 
Their  comments  were  not  welcomed  by  BlackLight,  which 
planning  a  public  stock  offering  this  year  or  next;  it  has  t 
tained  Morgan  Stanley  Dean  Witter  as  its  investment  ban 
ing  firm.  BlackLight's  lawyers  have  sent  those  scienti; 
strongly  worded  letters  threatening  legal  action. 

You  could  dismiss  this  hydrino  notion  as  just  anoth 
laughable  attempt  to  repeal  the  laws  of  physics,  but  for  o 
thing.  Some  people  with  deep  pockets  are  taking  Dr.  Mi 
very  seriously.  Two  of  them  are  Conectiv  and  PacifiCoi 
two  utilities  serving  the  mid-Atlantic  and  the  western  r 
gions,  respectively.  They  have  each  invested  in  BlackLight,  e 
idently  on  some  wild  flight  of  fancy  inspired  by  Pascal;  ai 
David  Blake,  a  Conectiv  vice  president,  sits  on  BlackLigh 

board  of  directors.  Ji 
imagine — it  may 
work,  but  oh,  if  it  did!  r. 
more  buying  of  coaL 
power  our  generators. 

Who's  to  blame  f 
junk  science  like  this' 
circle  my  finger  aroul 
once  again  to  the  med 
Among  the  several  syt 
pathetic  portraits  of  I 
Mills  is  one  that  appeal! 
in  December  in  the  V 
lage  Voice.  Whether  fro 
an  excess  of  zeal  for  "q 
jectivity"  or  from  a  cd 
scious  desire  to  sensatia 
alize,  this  publicati< 
reported  Dr.  Mills'  extri 
agant  claims  with 
straight  face.  Hydrinos. 
you  believe  him,  prom 
to  rustproof  steel,  juice  up  explosives  and  treat  cancer.  Ai 
there  are  more  innovations  coming  out  of  the  Mills  lab,  t 
newspaper  goes  on,  including  ...  an  antigravity  machine! 
may  not  work,  but  oh,  if  it  did! 

This  excerpt  is  adapted  from  Voodoo  Science,  by  Robert  L. 


of  the  first  great  triumphs  ot  quantum  theory.  It  is  the  plat- 
form on  which  our  entire  understanding  of  atomic  physics  is      Park.  Copyright  2000  by  Robert  L.  Park.  Used  by  permission 
built  The  theory  accounts  perfectly  for  every  spectral  line,      of  Oxford  University  Press. 
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And  to  my  dear  Uncle  Saw,  I  leave  as  little  as  possible. 
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should  the  government  inherit  more  of  my  estate  than  my  family? 
WetLife  rep  showed  me  how  buying  life  insurance  is  one  of  the  best  ways 
cp  investments  like  my  40  l(k)  in  the  pockets  oj  those  closest  to  me.  In  fact. 
Life  serves  up  more  ways  to  protect  your  assets  than  I  do  flavors  of  coffee. 
vonder  they  have  so  many  customers. 

arn  more  about  preserving  your  wealth,  call  1  -800-MetLife. 
isit  us  at  www.metlife.com. 
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The  American  public's  feeble  grasp  of  science  and  statistics  makes  it  easy  pre 
for  scaremongers.  Robert  L.  Park,  a  professor  of  physics  at  the  University  ( 
Maryland,  documents  the  phenomenon  in  the  upcoming  Voodoo  Science  (Oxfor 
University  Press)  from  which  this  article  is  adapted,  by  robert  l  park 


IN  1990,  3  YEAR-OLD  MAI  I  OR.Y  ZUIDEMA  WAS  SUFFERING 
from  Wilms'  tumor,  a  rare  kidney  cancer.  Her  mother, 
Michelle,  was  tormented,  as  parents  of  children  stricken 
by  cancer  must  always  be,  by  the  question:  "Why  my  child?" 
She  sought  out  Paul  Brodeur,  an  investigative  reporter  who 


the  year  before  had  written  of  a  connection  betw© 
power-line  fields  and  cancer  for  The  New  Yorker,  a  seri 
that  was  then  published  as  a  book,  Currents  of  Death. 

Brodeur  had  earned  a  degree  in  English  from  Harva 
and  served  a  stint  in  the  Army  Counterintelligence  Cor 
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>n't  expect  a  warm  welcome, 
day's  customers  have  heard  it  all. 
id  seen  it  all.  So  how  do  you  grab 
jir  attention?  Inspire  brand  loyalty? 
>t  with  the  same  old  strategies, 
it  with  a  radically  new  category 
company.  Impiric.  Where  the 
and  science  of  marketing  meld 
fresh,  new  ways.  Where  you'll 
1  data,  techniques,  technologies 
d  partnerships  that  don't  exist 
/where  else.  Where  we  unleash 
;  best  creative  minds  to  craft 
Timunications  that  open  doors. 
i  d  keep  them  open.  Call  Valerie 
i/lor  at  1  877-941-3001.  Or  try  our 
=  1 5-minute  Customer  Relationship 
magement  checkup  to  see  how 
jr  company  stacks  up  today. 
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"thank  you  very  much, 
now  go  away." 
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The  Texas  sharpshooter  fallacy:  JtjlTipt7 

a  revolver  into  the  side  of 

narilr  then  draw  a  hull's-eye  around  each  hoi 


in  Germany  in  the  1950s  before  joining  The  New  Yorker,  cinogens  such  as  tobacco  smoke,  and  certain  viruses 
Lacking  any  technical  background,  Brodeur  approached  to  break  the  chemical  bonds  that  make  up  DNA,  creat 
environmental  issues  with  a  Cold  War  mind-set:  Who  had  mutations.  But  to  break  bonds  you  need  very  high  i 
something  to  gain?  And  what  were  they  hiding?  The  wide-  quency  waves,  and  EMF  fields  that  cycle  only  60  time 
spread  consensus  among  scientists  that  power-line  fields  second  don't  have  anywhere  near  enough  energy.  Besi 
posed  no  health  risk  became  for  Brodeur  evidence  of  a  this  theoretical  consideration,  there  is  the  epidemiologi 
massive  cover-up. 

The  cause  of  little  Mallory's  tumor,  he  suggested  to 
Michelle,  might  well  be  the  electromagnetic  fields  (EMF) 
emanating  from  the  nearby  transmission  lines  of  San  Diego 
Gas  &  Electric.  He  told  her  about  .^m 


Michael  Withey,  a  Seattle  lawyer 
who  had  handled  previous  EMF 
cases.  A  year  later  Michelle  and  her 
husband,  Ted,  filed  a  lawsuit 
against  SDG&E  alleging  that  EMF 
was  the  cause  of  Mallory's  cancer. 

EMF  seemed  to  be  a  tort 
lawyer's  dream.  Withey  saw  the 
potential  for  a  mass  tort  blitz.  If 
hundreds  or  thousands  of  fright- 
ened clients  across  the  country 
could  be  persuaded  to  file  lawsuits, 
scientific  evidence  would  become 
almost  irrelevant.  The  prospect  of 
simultaneously  defending  them- 
selves from  thousands  of  lawsuits 
would  force  power  companies  to 
reach  a  settlement.  The  same  tactic 
had  worked  against  other  indus- 
tries; the  asbestos  onslaught  a 
decade  earlier  had  produced  more 
than  200,000  lawsuits. 

A  front-page  story  in  the  Wall 
Street  Journal  quoted  Withey  as 
boasting  that  the  case  of  little  Mallory  was  "a  slam  dunk." 
1  [e  predicted  it  would  trigger  an  avalanche  of  claims,  and 
most  legal  experts  agreed.  "Public  concern  over  EMF  is  ris- 
ing irrespective  of  its  validity,"  a  cover  story  in  the  ABA 
Journal  the  organ  of  the  American  Bar  Association,  coolly 
observed.  It  was  now  a  race  between  science  and  the 
feannongers. 

The  scientific  community  began  to  speak  up.  Most  sci- 
entists were  highly  skeptical  of  the  purported  EMF-cancer 
connection.  The  effect  of  all  known  cancer-inducing 
agents — ionizing  radiation  such  as  X  rays,  chemical  car- 


Paul  Brodeur's  vision:  deadly,  invasive  fields,  a 
conspiracy  to  hide  the  truth. 


fact  that  life  expectancy  in  the  U.S.  has  almost  doublec 
the  past  hundred  years,  most  of  the  increase  coming  sii 
the  advent  of  electricity. 

In  a  series  of  sequels  for  The  New  Yorker,  Brodeur  rel 
I  on  selected  anecdotes  to  creat 

menacing  atmosphere  of  sile 
invisible  fields  invading  hon 
and  schools — and  a  conspiraq 
hide  the  truth  from  the  public, 
went  into  great  detail  about  all 
health  problems  suffered  by  fo 
living  on  Meadow  Street  in  Gi 
ford,  Conn.  They  were  com 
down  with  everything  from  br. 
cancer  to  Osgood's  knee- 
there  was  an  electric  substation 
Meadow  Street. 

Such  anecdotes  have  a  pow 
ful  emotional  impact.  For  evt 
Meadow  Street,  however,  th 
may  be  a  Forest  Street,  also  wit 
substation,  where  no  one  seem 
get  sick — but  Brodeur  wasn't 
terested  in  Forest  Street.  His  fo 
on  cancer  clusters  is  called 
"Texas  sharpshooter  fallacy" 
statisticians:  You  empty  your 
volver  into  the  side  of  a  barn,  tl 
walk  over  and  draw  a  bull's-) 
around  each  hole.  Anecdotal  evidence  surrounds  us— 
newspaper  headlines,  in  gossip  among  neighbors,  in 
courtroom.  It  doesn't  carry  much  weight  with  stati 
cians — if  you  are  going  to  argue  from  statistics,  they 
tell  you,  you  must  use  all  the  statistics.  Few  of  us  are  st 
isticians,  however,  and  the  story  of  Meadow  Street  was  a 
vincing  to  many  New  Yorker  readers. 

Concern  over  power-line  fields  started  in  1979  with 
report  of  a  Denver  epidemiologist  that  children  M 
homes  with  "high"  magnetic  fields  from  power  lines  W 
three  times  as  likely  to  develop  leukemia  as  children  fin 
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The  real  cost  of  the  EMF  controversy,  thoug , 

is  human— millions  of  parent; 
were  terrified  to  no  purpostl 


homes  with  "low"  fields.  But  the  study  was  not  blind,  that 
is,  the  epidemiologist  knew  in  advance  which  were  the 
homes  of  leukemia  victims.  Consciously  or  unconsciously, 
researchers  testing  a  daring  hypothesis  like  this  want  it  to 
be  true,  and  that  bias  can  distort  the  data.  For  that  reason 
careful  scientists  in  such  a  test  arrange  to  have  the  pur- 
ported cause  (in  this  case,  electromagnetic  field  strength) 
measured  by  testers  who  don't  know  anything  about  the 
purported  result  (cancer  incidence). 

The  Denver  study,  moreover,  did  not  try  to  establish  a 
"dose-response  relationship,"  because  it  did  not  measure 
the  relative  strengths  of  the  power-line  fields.  It  merely  es- 
timated them  based  on  the  size  and  proximity  of  the  power 
lines.  Childhood  leukemia  is  a  rare  disease,  and  a  reclassi- 
fication of  only  a  few  victims'  homes  from  "high-field"  to 
"low-field"  would  be  sufficient  to  change  the  conclusion. 

Nevertheless,  the  report  triggered  the  usual  rash  of 
"confirmations."  There  were  reports  that  electrical  work- 
ers suffered  high  cancer  rates.  Women  using  electric  blan- 
kets or  working  at  computer  terminals  were  said  to  suffer 
frequent  miscarriages.  Suicides  were  supposed  to  be  oc- 
curring at  an  alarming  rate  among  people  living  under 
power  lines;  fanners  complained  that  the  proximity  of 
power  lines  made  their  cows  stop  giving  milk  and  their 
chickens  stop  laying  eggs.  Although  none  of  these  stories 
were  backed  up  by  reliable  statistical  evidence,  each  new 
anecdote  reported  in  the  media  added  to  a  growing  panic. 

But  as  results  began  to  come  in  from  larger  and  more 
sophisticated  Studies  in  which  the  fields  were  carefully  mea- 
sured, the  EMF-cancer  connection  grew  weaker.  Paul 
Brodeui  was  not  there  in  19%  when  the  National  Acad- 
emy of  Sciences  released  the  results  of  an  exhaustive  three- 
yeai  rc\  lew  oi  possible  health  effects  from  exposure  to  res- 
idential electromagnetic  fields.  That  year  he  left  the  staff 
ot  I  he  New  Yorker. 

The  large  conference  room  in  the  Academy  building  on 
i  (institution  Avenue  in  Washington  was  crowded  with  re- 
porters, rv  cameras  and  a  few  scientists.  The  head  of  the  re- 
view panel,  Charles  Stevens,  a  distinguished  neurobiolo- 
gisl  with  the  Salk  Institute,  summed  up  the  results:  "Our 
committee  evaluated  over  500  studies,  and  in  the  end  all  we 
can  say  is  that  the  evidence  doesn't  point  to  these  fields  as 
being  a  health  risk." 

There  were  reporters  in  the  room  who  had  been  writ- 

ihout  the  dangers  of  power-line  fields  for  years. 

Foi  I       ,s  siesin,  the  editor  o(  Microwave  Sews,  an  influ- 


ential newsletter  devoted  entirely  to  the  EMF  health  is; 
the  controversy  was  his  livelihood.  For  these  reporter 
now  write  that  it  had  all  been  a  false  alarm  would  h 
been  miraculous.  They  would  scour  the  report  looking 
soft  spots.  But  the  evidence  against  a  connection  betw 
electricity  and  cancer  was  getting  harder  to  ignore. 

The  following  year  the  National  Cancer  Institute 
leased  an  exhaustive  seven-year  epidemiological  stud} 
EMF  and  childhood  leukemia,  the  disease  that  started  it 
As  is  so  often  the  case  with  voodoo  science,  the  effect  1 
gotten  smaller  with  each  improved  study.  Now,  after 
years,  it  was  gone  completely.  Similar  studies  in  Can 
and  Britain  have  since  reached  the  same  conclusion 

Of  the  multitude  of  problems  that  daily  vex  society, 
can  sensibly  be  resolved  without  recourse  to  the  kn 
edge  of  science.  But  society  cannot  always  wait  for  the 
entists.  Courts  must  resolve  disputes,  laws  must  be  ena 
regulations  imposed,  all  on  the  basis  of  the  best  scientj 
information  available. 

Preposterous  claims  are  no  great  threat  to  science, 
are  merely  background  noise,  annoying  but  rarely  risi 
a  level  that  seriously  interferes  with  genuine  scientific 
course.  The  real  threat  is  to  the  public,  which  is  not  in  a 
sit  ion  to  judge  which  claims  are  real  and  which  are  voodl 

All  too  often  the  media  come  down  on  the  side  of  voo 
and  against  science.  It  is  an  understandable,  if  inexcusa 
bias;  Paul  Brodeur  would  have  had  a  hard  time  makinj 
bestseller  out  of  a  book  entitled  Innocuous  Currents. 

The  EMF  controversy  has  faded  from  view.  But  thinl 
the  damage  done  in  the  meantime.  Hundreds  of  millio: 
dollars  were  spent  in  litigation  between  electric  utili 
and  tort  lawyers;  homeowners  near  power  lines  saw  a 
lapse  in  property  values;  municipalities  had  to  pay  for  r] 
electrical  work  in  schools.  The  real  cost,  though 
human — millions  of  parents  were  terrified  to  no  purpc 

The  Zuidemas  lost  their  case  claiming  that  electru 
sickened  Mallory. 

Have  the  journalists  who  propagated  this  senseless  sc 
recanted?  Scarcely.  Louis  Siesin  still  publishes  Microw 
News.  Paul  Brodeur  never  admitted  that  his  book  was  ft 
damentally  wrong.  He  says  he  doesn't  write  about  pul 
health  matters  these  days;  he's  turned  to  fiction. 

This  excerpt  is  adapted  from  Voodoo  Science,  by  Robert  L. 
Park.  Copyright  2(X)0  by  Robert  L.  Park.  Used  by  perm  issiot 
of  Oxford  I  University  Press. 
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a  nnah,  Georgia,  a  striking  city  bathed  in  history  and    > 


ir  ice,  is  racing  into  the  new  millennium  as  one  of  the    «| 


is  most  attractive  places  to  visit  and  one  of  the 


H  ry's  most  resourceful  locations  for  businesses. 


y  all  the  fuss  over  a  city  once  heralded  only  by 
s  seeking  alluring  inspiration? 
;t,  success  is  imminent  when  a  spirit  of  coopera- 
etween  the  state,  private  business  and  local  gov- 
ent  prevails.  That  spirit  is  alive  and  well  and 
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ENTURY  OUTLOOK 


I  illustrated  across  the  Savannah  River  on  an 

E  j  that  was  barely  recognizable  three  years  ago, 

liiinson  Island.  Here,  a  sparkling  new  hotel  and 

center  stand  completed  and  operational  as  a 

of  enthusiastic  teamwork.  This  spirit  of  coopera- 

;  also  obvious  in  the  neighboring  areas  of  the  city, 

}  rail,  air  and  sea  unite  to  benefit  the  city's  rich 

)mic  environment. 

id,  relocating  or  starting  a  business  in  Georgia 

active  proposition.  Inc.  magazine  ranks  Savan-   g 
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the  fourth-best  small  metro  area  to  start  and   § 

by  Georgia  R.  Byrd 


ADVERTISEMENT  2 


Floyd  Adams,  Jr. 
Mayor 

Savannah  is  an  innovative  city  meeting 
the  needs  of  its  growing  population. 
It  is  home  to  a  variety  of  people, 
where  culture  and  ethnicity  blend,  yet 
individuality  remains.  Established  in 
1733  by  General  James  Oglethorpe, 
Savannah  boasts  a  rich  heritage.  We 
are  not  only  proud  of  our  city's  past, 
we  are  excited  about  its  future. 

Tourism  is  booming.  Over  2,000  new 
hotel  rooms  have  been  added  since 
1997,  and  the  Savannah  International 
Trade  and  Convention  Center,  which  will 
entertain  visitors  from  all  over  the 
world,  makes  its  debut  May  5. 

Corporations  such  as  Gulfstream, 
Carson  Products  and  International 
Paper  provide  employment  for  several 
thousand  citizens.  New  businesses 
opening  include  JCB,  Pitney  Bowes  and 
Lummus  Corporation,  supporting  more 
than  1,000  jobs. 

As  the  "Hostess  City  of  the  South," 
Savannah  is  ever  striving  to  improve 
the  quality  of  life  for  its  citizens  and 
visitors.  We  look  forward  to  sharing  our 
city  with  you.  We  know  you'll  agree  that 
Savannah  is  as  good  as  it  gets! 


grow  a  business.  Through  the  HOPE 
scholarship,  free  public  college  tuition 
and  reduced  private  school  tuition  are 
now  options  for  Georgia's  students 
who  maintain  a  B  average  throughout 
high  school.  Georgia's  Business 
Expansion  Support  (BEST)  Act  of 
1994  has  grown  to  empower  Georgia 
communities  to  capture  new  jobs  and 
investments  by  offering  attractive 
incentives  and  promoting  increased 
use  of  the  state's  ports. 

Third,  tax  incentives,  a  seductive 
environment  of  colorful  landscaping 
and  elegant  homes,  a  mild  year-round 
climate  and  a  low  cost  of  living  (4% 
below  the  national  average)  provide 
the  perfect  environment  for  travel  or 
living  in  this  city  located  just  three 
hours  from  Atlanta. 

Finally,  new  facilities  are  creating  a 
year-round  market  for  tourists.  The  $83 
million  Savannah  International  Trade 
and  Convention  Center  on  Hutchinson 
Island,  replete  with  highly  advanced 
multimedia  technology,  is  reflected  in 
the  Savannah  River  like  a  newly  painted 
watercolor.  Posing  majestically  beside 
the  impressive  structure  is  a  modern 
$98  million  Westin  Savannah  Harbor 
Resort  offering  400-plus  rooms,  an  18- 
hole  championship  golf  course  and  a 
Greenbrier  spa.  A  three-minute  ride  by 
ferry  empties  out  onto  Savannah's 
shoreline  where  more  than  9,000 
hotel  and  motel  rooms  await.  Meeting 
space  averages  25,000  square  feet 
in  each  of  the  city's  four  major  hotels, 
with  an  additional  330,000  square 
feet  of  exhibit  halls,  ballrooms  and 
smaller  meeting  rooms  at  the  con- 
vention center. 


Savannah's  Lure 

Savannah's  popularity  has  flourished,  I 
thanks  in  part  to  the  print  media  and 
the  film  industry.  Described  by  some  , 
writers  as  a  Southern  city  that's  a  little 
European  and  a  little  tropical,  part  of 
Savannah's  notoriety  belongs  to  author ; 
John  Berendt,  who  enticed  readers  to  j 
visit  the  city  with  his  book  Midnight  irm 
the  Garden  of  Good  and  Evil.  This  book 
alone  has  outsold  all  books  ever  listed  ' 
on  The  New  York  Times'  bestseller  list, 
reaching  a  milestone  216  weeks.  When 
"the  book"  later  became  "the  movie," ! 
even  more  curious  fans  ventured  to ! 
Savannah  to  get  a  firsthand  look  at 
Berendt's  characters  and  landmarks.! 
More  than  40  full-length  movies  have 
been  filmed  in  the  city,  showcasing 
Savannah's  assets  to  millions  of  film 
fans.  The  film  industry  alone  had 
graced  the  economy  with  a  whopping 
$20  million  in  1999. 

How  prevalent  has  Savannah  become! 
as  a  place  to  visit  and  live?  This  yean 
the  city's  expected  employment  per- 
centage growth  rate  should  outpace! 
Atlanta's.  Surprised?  Don't  be. 

To  the  delight  of  economic  forecast-i 
ers,  postcards  boasting  images  of  azM 
leas  and  monuments  now  tell  only  J 
part  of  Savannah's  story.  The  city  that 
was  molded  by  the  past  is  fast  becomJ 
ing  a  showplace  for  the  future. 

Savannah's  Charm 

The  cable-span  bridge  that  joins 
Georgia  and  South  Carolina  is  silhou- 
etted against  a  golden  sky.  Suited  with 
Roman-arched  structures,  a  gleaming 
dome,  ornate  ironworks  and  the  archi- 
tectural brilliance  of  an  old  European 


www.ci.savannah.ga.us 
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•  Pouier  Of  Prosperity. 


Prosperous  communities  don't  happen  overnight.  It  takes  the 
patience  and  perseverance  of  dedicated  citizens  and  industries. 
Above  all,  it  takes  communication.  ALLTEL  is  proud  to  have  played 
t  in  the  progress  of  prosperous  communities  nationwide  for  over  50  years  and  now  we're  proud  to  offer  our 
Tiers  low-cost  wireless  access  to  95  percent  of  the  U.S.  population.  So  whether  you're  calling  across  town  or  across 
ation,  you'll  enjoy  the  same  reliable  service  and  convenience  that  ALLTEL  is  known  for.  The  Sky  JS  the  limit. 
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ss  •  Local  Telephone  •  Long  Distance  •    Internet  •  Paging  •  Information  Technology  1-800-ALLTEL1   •  WWW.alltel.COITI 
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John  E.  Cay  III 
Chairman  and  CEO 

For  more  than  130  years  Palmer  &  Cay 
has  called  Savannah  home  to  its  cor- 
porate offices. 

At  the  turn  of  the  century  our  firm 
provided  insurance  services  for  sailing 
ships  and  rail  lines  throughout  coastal 
Georgia. 

Today  Palmer  &  Cay  offers  innovative 
risk  and  benefit  solutions  for  clients  on 
a  global  basis,  addressing  issues  from 
e-commerce  liability  risks  to  the  selec- 
tion of  pension  plan  managers  for  the 
nation's  leading  employers. 

Client  services  include  insurance  and 
risk  management,  benefits  and  com- 
pensation consulting,  actuarial  and 
retirement  plan  services,  and  invest- 
ment consulting. 

With  offices  in  28  cities  throughout 
the  United  States  and  service  capabili- 
ties spanning  65  countries  on  six  conti- 
nents, Palmer  &  Cay  is  currently  ranked 
among  the  top-ten  privately-held  risk 
management  and  benefits  consulting 
firms  in  the  nation. 

For  an  innovative  approach  to  man- 
aging your  risks,  call  us. 

800-755-9594 
info@palmercay.com 
www.palmercay.com 


Palmer&Ca^ 
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city,  the  skyline  is  tinged  with  both  his- 
tory and  technology  carefully  caressed 
by  wildlife  and  tropical  foliage  and  sep- 
arated by  modern  roadways,  waterways 
and  railroads.  Giant  cranes  lift  contain- 
ers from  huge  vessels,  while  a  few 
miles  down  the  Savannah  River,  onlook- 
ers grace  park  benches  along  a  water- 
front dressed  in  the  pastels 
of  spring. 

America's  first  planned  city 
encompasses  a  2.5-mile  His- 
toric District  —  the  largest 
urban  historic  district  in  the 
country  —  and  the  natural 
beauty  here  accentuates  the 
city's  hospitable  reputation, 
creating  one  of  the  country's 
most  popular  vacation  spots. 
As  a  travel  destination, 
Savannah  has  enjoyed  a  rich 
decade.  According  to  D.  K. 
Shifflet  and  Associates,  3.1 
million  people  from  all  over 
the  U.S.  visited  the  Savannah 
region  in  1998.  Those  visi- 
tors stayed  a  total  of  10.7  gj 
million  days  and  spent  $1.1 


"In  addition  our  unique  location  with 
a  historic  district  of  2.5  square  miles 
provides  the  ideal  setting  for  corporate 
meetings  and  retreats.  Our  Old  World 
charm  and  the  city's  compactness  are 
two  of  our  strongest  attributes." 

Savannah's  45  cultural  attractions 
have  long  been  a  draw  and  run  from  his- 


billion  that  year. 

Savannah's     riverfront    appeal 
So  What's  Ahead  in 
2000? 

"We'll  have  a  better  ability  to  serve 
meetings  and  conventions,"  says  Tony 
Schopp,  president  of  the  Savannah  Area 
Convention  and  Visitors  Bureau.  "We 
can  host  groups  that  require  1,000-plus 
guest  rooms  for  their  attendees  and  our 
meeting  and  convention  facilities  can 
accommodate  meetings  for  up  to  3,000 
people  and  exhibit  shows  requiring 
100.000  square  feet  of  space. 


apparent  both  to  the  eye  and  ear. 

torical  to  musical,  maritime  to  Girl 
Scouting,  and  even  include  the  centu- 
ry-old Telfair  Museum  of  Art's  soon-to- 
come  contemporary  art  museum. 
Savannah's  natural  environment,  how- 
ever, is  fast  becoming  one  of  its  most 
popular  fascinations. 

"The  development  of  eco-  or  nature- 
based  tourism  is  something  that  we're 
seeing  more  of,"  Schopp  adds.  "With 
the  Atlantic  Ocean,  the  Intracoastal 
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9  Airlines 
10  Nonstop  Destinations 
4$  Daily  Departures 
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AirTran 

Atlanta 


American  Eagle 

Dallas 


Atlantic  Southeast  Airlines 

Dallas 

COMAIR 
Cincinnati  •  NY  LaGuardia 

Continental  Express 

"Newark  •  Houston  •  Cleveland 


Delta  Air  Lines 

Atlanta 


United  Express 

i,  DC-Dulles  •  Chicago-O'Hare 

US  Airways 

Charlotte 

US  Airways  Express 

NY  LaGuardia 


SAVANNAH 

INTERNATIONAL 

AIRPORT 


SAVANNAH 

INTERNATIONAL 

AIRPORT 

Gateway  to  Historic  Savannah,  Georgia 
and  Hilton  Head  Island,  South  Carolina 


Whether  it's  The  Historic  Squares  of  Downtown 


Savannah  or  the  World-Renowned  Golf  Courses  and 


Sundrenched  Beaches  of  Hilton  Head  Island  that  beckon, 


Savannah  International  Airport  Gets  You  There! 


New  York 
Washington,  D.C. 


NonStop  Service  From 
These  Major  Markets 


lie  Championship  Golf  Course  &  Executive  Par  3  •  Commercial  Sites  Available  for  Leasing  I Development 
ynah  Airport  Commission  •  400  Airways  Avenue  •  Savannah,  Georgia  31408  •  (912)  964-0514  •  www.savannahairport.com 
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TRADE  &  CONVENTION  CENTER 

In  a  city  where  people  take  history  seri- 
ously, Savannah  is  preparing  to  mark  a 
history-making  milestone  in  its  remark- 
able economic  renaissance. 

The  occasion  is  the  grand  opening 
May  5-6  of  the  Savannah  International 
Trade  &  Convention  Center,  a  330,000 
square-foot  technology  showcase  with 
spectacular  views  of  the  City's  bust- 
ling port  and  restored  19th-century 
waterfront. 

It's  not  simply  another  excuse  to 
throw  a  party  rivaling  Savannah's  St. 
Patrick's  Day  celebration,  the  second 
largest  in  the  country.  Community  lead- 
ers view  the  Trade  &  Convention 
Center  as  an  important  catalyst 
powering  Savannah's  transformation 
into  a  world-class  business  destina- 
tion, equal  to  its  reputation  as  a  tourist 
haven.  Forecasts  by  KPMG  predict  the 
Center  will  generate  a  recurring  eco- 
nomic impact  topping  $92  million 
annually,  further  fueling  Savannah's 
booming  economy,  second  only  to 
Atlanta  statewide. 

Meanwhile,  meetings  are  being 
booked  as  far  as  five  years  out  in 
the  state-of-the-art  facility,  built  and 
equipped  to  serve  85%  of  the  nation's 
meetings  and  conventions  market. 


Waterway  and  miles  and  miles  of 
marshlands,  we're  becoming  a  popu- 
lar destination  for  tourists  seeking 
outdoor  activities." 

There  are  accommodations  for  almost 
every  size  group  and  taste  in  Savannah. 
From  quaint  inns  with  charming  court- 
yards and  intimate  parlors  to  large 
hotels,  the  lodging  choices  are  diverse. 

City  leaders  are  predicting  that  with 
the  trade  center's  opening,  business 
travel  to  the  area  will  increase  by  20% 
and  as  a  result  of  its  presence,  a  new 
league  of  visitors  will  soon  be  discov- 
ering Savannah's  shores. 

"Savannah  has  moved  into  a  renais- 
sance. We've  just  launched  our  ship 
into  a  new  era  with  the  opening  of  the 
Savannah  International  Trade  and  Con- 
vention Center.  It's  the  trade  center  that 
is  pushing  this  city  forward,"  says  Marc 
Friday,  chairman  of  the  Savannah  Area 
Convention  and  Visitors  Bureau  board. 

"This  further  development  is  not  lim- 


ited to  the  Historic  District.  In  the  neigh- 
boring areas  of  Tybee  Island  and  its 
beaches,  the  city  of  Pooler  and  its  Mighty 
Eighth  Air  Force  Heritage  Museum  and 
all  along  Interstate  95,  we  see  more 
lodging  establishments  being  con- 
structed to  house  the  millions  who 
choose  to  stop  over.  Pleasantly,  with  all 
this  change,  Savannah  has  not  lost  her 
charm  and  ambiance.  People  still  come 
here  to  sit  on  a  dock  and  watch  the  sun 
set  or  experience  the  beauty  of  the 
marshland.  This  simplicity  is  also  anoth- 
er reason  the  hospitality  industry  is  the 
second-largest  industry  in  Savannah. 
There's  no  doubt  about  it,  Savannah's 
charm  is  in  her  ability  to  make  every- 
one feel  at  home,  no  matter  who  they 
are  or  where  they're  from,"  Friday  adds. 

Savannah's  Quality  of  Life  — 
Unsurpassed 

From  a  clean,  expansive  shoreline  on 
Tybee  Island,  visitors  can  frolic  with  the 


Forsyth  fountain  in  downtown  Savannah's 
largest  park 
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*ood  G.  Ivey 
airman  and  CEO 
iw.Trisenx.com 


the  race  to  make  taste  and  smell 
rt  of  the  Internet,  TriSenx  strikes 
st  by  developing  the  first  device,  the 
NXMachine,  to  render  fragrance 
d  flavor  simulations  via  the  Internet, 
rgoal  is  to  "senxualize"  computers 
consumers  can  experience  the 
ernet  with  all  their  senses. 
Our  positioning  in  the  marketplace 
an  enabler  of  e-commerce  allows 
to  capitalize  on  this  burgeoning 
ernet  market  that  is  expected  to 
ich  more  than  $300  billion  by  2002. 
the  Internet  becomes  a  popular  dis- 
jution  channel,  companies  are  look- 
.  for  ways  to  get  more  people  to  their 
1 2S  and  influence  their  purchase 
visions.  We  aim  to  enable  any  prod- 
:  that  can  be  smelled  or  tasted  to  be 
npled  instantly. 

Jntil  now,  the  Internet  experience 
s  limited  to  visual  and  audio 
mulation.  We  take  that  experience 
ther  by  bringing  all  the  senses  to 
j  Internet  and  online  shopping  to 
wide  a  "Sensory  Enhanced  Net 
perience." 


seagulls  and  view  the  golf  and  tennis 
hub  of  Hilton  Head  Island  just  a  few 
miles  away  by  land  and  sea.  Likewise, 
Savannahians  enjoy  weekends  as 
much  as  visitors  enjoy  their  vacations. 
Exploring  the  relics  of  historic  Fort 
Pulaski  or  Old  Fort  Jackson  and  experi- 
encing the  adventures  of  an  old  railroad 
roundhouse  with  a  working  steam 
engine  are  just  a  few  ways  Savannahi- 
ans pass  their  free  time.  The  area  has 
more  than  200  parks  and  recreational 
facilities,  including  a  world-class  weight- 
lifting  facility  and  swimming  complex. 
Public  resources  include  fishing  piers, 
public  boat  ramps,  tennis  courts,  sta- 
bles and  many  public  golf  courses. 

From  sidewalk  art  to  Shakespeare, 
Savannahians  are  famous  for  produc- 
tions of  some  of  the  most  colorful  festi- 
vals in  the  country.  For  example,  thou- 
sands are  enticed  by  culinary  delights 
such  as  fresh  grouper  fingers  (a  Seafood 
Festival  favorite)  and  Oktoberfest's  black 
forest  cake.  But  Savannah's  claim  to 
fame  is  its  St.  Patrick's  Day  celebration. 
This  year  the  country's  second-largest 
Irish  gathering  (second  only  to  New  York 
City)  enjoyed  its  most  successful  in  his- 
tory, hosting  nearly  500,000  parade 
watchers  in  a  single  day. 

Savannah's  festivals  are  a  source 
of  pride  and  total  almost  200  per 
year.  They  include  the  Savannah 
Onstage  International  Arts  Festival, 
Historic  Tour  of  Homes,  the  Seafood 
Festival,  Hargray  Savannah  Bridge 
Run,  the  Irish  Festival,  the  Savannah 
College  of  Art  and  Design's  Film  Festi- 
val and  Arts  on  the  River,  and  Telfair 
Art  Fair.  Combine  that  with  monthly 
First  Saturday  Festivals  on  the  Historic 


18th  Century  Charm  and  More  .  .  . 

•  Top  12  trendy  hot  spots  in  the  world 
The  New  York  Times,  1999 

•  Top  10  U.S.  cities  to  visit 
Conde  Nast  Traveler,  1999 

•  Top  10  Southeast  cities  for  family 
vacations 

Family  Fun  magazine,  1999 

•  Top  10  walking  cities  in  the  U.S. 
Walking  magazine,  1999 

•  Top  25  places  to  live  and  work 
Outlook  magazine,  1999 

•  Second-highest   concentration   of 
bed  and  breakfast  inns  in  the  U.S. 

•  One  of  the  largest  National  Historic 
Landmark  Districts  in  the  country 

Savannah  has  been  called  by 
Le  Monde  newspaper  of  Paris  "The 
most  beautiful  city  in  North  America." 
Come  let  us  show  you  why.  Whether 
your  interest  is  history,  art,  shopping, 
recreation  or  dining,  we  offer  a  taste 
of  everything.  That's  so  Savannah! 


1.877.SAVANNAH 
www.savannahvisit.com 


la  5117. 


Savannah  Area 
Convention  and  Visitors  Bureau 
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Robert  A.  Colvin 
President  and  CEO 

To  treat  the  varied  healthcare  needs  of 
Southeast  Georgia,  Memorial  Health 
has  created  an  integrated  healthcare 
network  with  a  synergy  of  its  own.  More 
than  bricks  and  mortar,  more  than  indi- 
vidual health  providers,  Memorial 
Health  is  a  seamless,  comprehensive 
organization  of  world-class  services 
linked  together  to  help  you  feel  better. 

At  the  system's  core  is  Memorial 
Health  University  Medical  Center.  One 
of  the  nation's  largest  and  most 
highly  respected  hospitals,  it  is  the  only 
major  teaching  hospital  in  the  Coastal 
Empire.  Excellence  in  endocrinology 
and  orthopedic  surgery  earned  the 
Medical  Center  two  consecutive  listings 
in  U.S.  News  &  World  Report's  Best 
Hospital  edition.  Healthgrades.com 
rated  the  Medical  Center  among  the 
very  best  in  care  of  heart  attack 
patients. 

The  vision  of  the  system  is  to 
continue  providing  the  highest  quality 
of  care  —  empowering  individuals 
to  achieve  physical,  emotional  and 
spiritual  well-being. 

At  Memorial  Health,  you  can  feel 
better. 


Memorial 

n  e  a  l  t  h 


Riverfront  and  you  have  proof  Savan- 
nah celebrates  year-round. 

Galleries  and  boutiques  by  day  give 
way  to  elegant  or  down-home  restau- 
rants by  night.  Dining  out  offers  an 
eclectic  menu  fit  for  every  cultural  long- 
ing. Traditional  steamed  seafood,  South- 
ern fare  or  new  South  cuisine  gives 
adventuresome  diners  a  taste  of  the  old 
or  new.  After  dinner,  Savannah's  nightlife 
provides  live  entertainment  from  jazz  and 
piano  bars  to  blues,  rock  and  country. 

Historic  tours  are  comprehensive, 
emphasizing  rich  African-American  his- 
tory, ghosts  and  more.  Visitors  may 
take  advantage  of  tour  packages,  pick 
up  a  walking  guide  or  tour  the  city 
alone  on  foot. 

While  Savannah's  bustling  water- 
front and  downtown  City  Market  and 
Historic  District  has  its  share  of 
quaint  boutiques,  shops  and  art  gal- 
leries, the  city's  Southside  offers 
malls  and  a  variety  of  specialty  shops 
and  department  stores. 

Recreational  outlets,  including  jog- 
ging and  bike  paths  and  tennis  courts, 
are  scattered  throughout  the  city  and 
county.  Savannah  is  also  the  home  city 
of  the  Savannah  Sand  Gnats,  a  single- 
A  affiliate  of  the  Texas  Rangers. 

Who's  Prospering? 

In  1999,  Savannah  was  the  state's 
second-fastest-growing  metropolitan 
area  for  employment.  Projections  are 
that  it  will  take  the  lead  in  2000.  The 
Savannah  Economic  Development 
Authority  (SEDA)  —  one  organization 
responsible  for  bringing  new  jobs  to 
the  city  —  has  earned  one  of  the 
most  prestigious  reputations  in  the 


Stephen  Green 
President 

"Location,  location,  location"  wei 
long  thought  to  be  the  three  most  impr 
tant  aspects  of  commercial  real  estat 
Today,  however,  "location"  has  a  moi 
complex  meaning.  Whether  your  ne 
facility  is  across  town  or  in  a  new  cou 
try,  coordinating  it  with  your  existir 
operations  requires  professional  assi 
tance.  Site  selection,  environmental  co 
cems,  proper  zoning,  local  permittim 
construction  documents,  bidding,  prc 
ect  management  and  construction  dea 
lines  must  all  be  coordinated  in  an  ef 
cient  and  timely  manner  before  you  « 
begin  your  core  business. 

Stephen  Green  Properties  specie 
izes  in  commercial  and  industrial  re. 
estate  investments.  We  offer  compf 
hensive  expertise  and  experienc 
ranging  from  ownership  and  constru 
tion  of  "build  to  suit"  facilities  to  leasir 
and  brokerage.  Mastering  the  che 
lenges  of  a  new  market  and  dealir 
with  day-to-day  business  issues  are  d 
ficult  enough  without  adding  compk 
real  estate  and  construction  issue 
Allow  us  to  handle  this  aspect  of  yoi 
business.  Whether  as  landlords,  br 
kers  or  consultants,  we  want  to  be  yoi 
real  estate  partner. 


STEPHEN  GREEN  PROPERTIES  I 
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;ountry  for  doing  just  that. 

Just  months  ago,  Dollar  Tree  Stores, 
nc.,  the  nation's  leading  dollar-discount 
/ariety  store  chain,  joined  giants  like  The 
Home  Depot  in  breaking  ground  for  the 
construction  of  a  new  600,000-square- 
oot  distribution  facility  in  Savannah. 

"Dollar  Tree  initiated  a  search  for 
:he  site  of  the  distribution  center  in 


B     of 


Authority,  the  Savannah  Area  Cham- 
ber of  Commerce,  the  city  of  Savan- 
nah and  the  Savannah  Economic 
Development  Authority." 

The  Dollar  Tree  distribution  center 
represents  a  $35  million  capital  invest- 
ment and  will  create  approximately 
100  full-time  jobs  and  80  seasonal 
jobs.  The  center  is  expandable  to 
m  800,000  square  feet. 
5  The  construction  of  the 
|  new  Savannah  facility  rep- 

to 

I  resents  Dollar  Tree's  fifth 
distribution  center  in  the 
U.S.  Located  on  43  acres 
at  Crossroads  Business 
Center,  Savannah's  newest 
distribution  facility  is  pro- 
jected to  be  operational 
in  the  first  quarter  of 
2001.  The  Crossroads 
Business  Center,  one  of 
Savannah's  many  logisti- 
cal assets,  also  boasts 
of  room  to  grow. 
_  "Specifically,  at  the 
state  level,  we  appreci- 
ate    the     incentives 


m    House 
1845. 


September  1999  and  reduced  the  list 
o  Savannah,  Valdosta,  GA,  and 
Charleston,  SC,"  says  Steven  White, 
Dollar  Tree's  senior  vice  president  of 
ogistics.  "Our  final  decision  to  locate 
n  Savannah  was  based  on  many 
hings.  The  location  was  the  best  fit 
or  our  logistics  model  and  offers  a 
superior  interstate  system  with  rail 
accessibility  and  close  proximity  to 
Kirt  facilities.  We  were  also  impressed 
vith  the  proactive  and  collaborative 
)usiness  approach  exhibited  by  the 
itate  of  Georgia,  the  Georgia  Ports 


offered  under  Georgia's  Business 
Expansion  Support  Act  Program  for 
job  tax  credits,"  White  says.  "The 
Georgia  Department  of  Labor's  hiring 
assistance  program,  Quick  Start  train- 
ing programs,  the  unique  assistance 
program  offered  by  Georgia  Technical 
Institute  and  the  HOPE  scholarship 
program  will  prove  to  be  valuable  for 
our  organization.  As  you  can  see,  we 
are  excited  about  becoming  an  active 
member  of  the  Savannah  community." 
In  1986,  SEDA  conceived  the 
ideal  site  for  business  prospects. 


Whether  you  are 

moving  your  family 

or  moving  your  company, 

Savannah  welcomes  you! 

Let  us  explain  why 

Savannah  is  the  best 

place  to  be: 

Savannah  Economic 
Development  Authority 
SEDA  sells  the  world  on  the  benefits  of  setting 
up  business  in  Savannah.  The  organization  has 
attracted  $600  million  in  investment  and  more 
than  2,500  jobs  since  1996.  Named  one  of 
the  top  ten  development  groups  in  the  country, 
SEDA's  services  are  free  and  confidential. 
Call  912.447.8450  or  visit  www.seda.org 

Savannah  Area 

Chamber  of  Commerce 

Business  &  Economic  Development  Department 

Let  us  help  you  recreate  your  home  or  business 

in  Savannah.  Special  assistance  available  for 

small  businesses.  In  1 999  we  responded  to 

more  than  300  inquiries  and  participated  in 

20  business  relocations.  The  department 

handled  almost  3,000  individual/family 

relocation  inquiries  and  referred  nearly  900 

potential  home  buyers  to  realtors. 

Call  91 2.644.6411 

or  visit  www.sovannahchamber.com 
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The  Savannah  College  of  Art  and 
Design  is  a  private,  accredited  institu- 
tion dedicated  to  preparing  talented 
students  for  careers  in  fields  of  art, 
architecture  and  design.  This  mission 
has  served  the  college  and  the  City  of 
Savannah  well.  The  creative  energy  of 
5,000  artists  coming  from  all  50 
states  and  more  than  80  countnes  has 
breathed  new  life  into  Savannah's  re- 
nowned National  Historic  Landmark 
District. 

Generating  millions  of  dollars  for  the 
local  economy  and  contributing  to  a 
renewed  cultural  atmosphere  in  the 
city,  the  college  hosts  world-renowned 
artists,  authors,  lecturers  and  perform- 
ers, as  well  as  the  annual  Savannah 
Film  and  Video  Festival  and  the 
Sidewalk  Arts  Festival.  The  unique 
urban  campus  consists  of  numerous 
restored  historic  buildings,  winning 
acclaim  from  the  National  Trust  for 
Historic  Preservation,  the  American 
Institute  of  Architects  and  the  Interna- 
tional Downtown  Association.  The  col- 
lege offers  bachelor's  and  master's 
degrees  in  18  major  areas  of  study. 


For  more  Information, 
call  1-800-869-7223 
or  visit  www.scad.edu 


Savannah  College 
o/Art  and  Design 


Spearheading  the  development,  SEDA 
created  a  multiuse  business  park  that 
has  lured  Dollar  Tree,  Home  Depot,  the 
Lummus  Corporation  and  JCB.  Appro- 
priately named  "Crossroads,"  the  park 
has  saved  businesses  up  to  18 
months  of  site  location  and  start-up 
time.  Strategically  located  adjacent  to 
the  Savannah  International  Air- 
port and  Interstate  95  and  only 
four  miles  from  the  Port  of 
Savannah's  Garden  City  Con- 
tainerport,  Crossroads  provides 
the  ideal  logistical  environment 
for  companies  by  connecting 
rail,  shipping  and  air  trans- 
portation, as  well  as  promoting 
the  perfect  "live,  work,  shop" 
package.  The  park  is  just  one 
way  the  city,  Chatham  County 
and  the  state  of  Georgia  work 
together  to  create  the  perfect 
business  environment. 

"We  are  focused  on  Savan- 
nah's future-,"  states  Richard 
D.  Knowlton,  president  of 
SEDA.  "Dollar  Tree's  choice  of 
a  site  in  the  Crossroads  Busi- 
ness Center  confirms  our  abil- 
ity to  accommodate  additional 
distribution/deconsolidation 
companies." 

He  adds,  "Businesses  choose  to 
locate  in  Savannah  because  of  a  world- 
class  port,  a  sustainable  workforce  and 
our  ability  to  come  to  closure  immedi- 
ately on  a  project." 

In  1994,  Home  Depot  opened  a 
new  1.4-million-square-foot  import  dis- 
tribution facility  there,  creating  more 
than  300  new  jobs  and  bringing  a 
$70  million  capital  investment  to  the 


state.  North  America's  largest  retailer 
selected  the  325-acre  site  at  Cross- 
roads based  on  the  very  premise  of  its 
conception. 

"We  knew  we  had  to  be  somewhere 
inside  the  Interstate  95  corridor," 
says  Raymond  Walker  of  the  Atlanta- 
based  company  that  worked  on  site 


Granite  Steps  —  one  of  Savannah's 
historic  mansion  bed-and-breakfasts 


selection  with  Home  Depot  when  the 
site  announcement  was  made.  "A  crit- 
ical issue  was  the  fact  that  the  Geor- 
gia Ports  Authority  has  made  available 
a  site  on  the  port  as  a  marshalling 
yard  for  containers.  The  site,  along 
with  the  available  infrastructure  and 
superior  truck  and  rail  access  to  the 
port,  were  factors  that  drove  the  deci- 
sion," he  adds. 


*> 
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I<  A.  Butler 
im  President 

i  rgia's  Next  Great  Urban  University 

strong  Atlantic  State  University  is  an 
mding,  vibrant  institution  of  almost 
)0  students  enrolled  in  75  under- 
rate and  graduate  degree  and  cer- 
ite  programs.  Committed  to  student 
community  service,  Armstrong 
itic  is  an  integral  part  of  the  region's 
th. 

kforce  development 

n  economics  program  serving  busi- 
=ss  and  economic  development  pro- 
3ms 

chemistry  major  supplying  gradu- 
tes  for  Savannah  industries 

n  accredited  computer  science 
spartment  producing  employees  for 
le  nation's  high-tech  leaders 

eorgia  Tech  delivering  baccalaureate 
agrees  in  civil  and  computer  engi- 
eering  on  our  campus 

3ur  university  centers  providing 
:holarly  research  to  employers 

lership 

state  leader  in  the  professional 
2velopment  of  teachers 

national  leader  in  teacher  recruit- 
ent  from  the  ranks  of  the  military  and 
Drvteaching  school  employees 

Regional     Health     Professions 
jucation  Center 

2000  Regents  Teaching  Excellence 
ward  for  the  physical  therapy 
;partment 

For  more  information  call 

912.927.5223  or  visit 

www.armstrong.edu 


iiAASU 

4STRONG  Atlantic 
State  University 


SAVANNAH.       G    E    O    R    G    I    . 


Courting  giants  like  heavy  equip- 
ment manufacturer  JCB  in  1998  led 
to  more  than  $127  million  in  invest- 
ments that  year  and  2,454  new  jobs. 
Named  one  of  the  top  ten  site  loca- 
tion firms  by  Conway  Data  /Site  Selec- 
tion magazine  for  the  second  time  in 
less  than  10  years,  SEDA's  honors 
were  based  on  its  innovative  team- 
work approach  to  selling.  In  other 
words,  one  of  this  nation's  best 
places  to  live  and  work  is  touting  one 
of  the  nation's  best-selling  teams. 

Is  Savannah  Living  Up  to  Its 
Promises? 

Company  executives  like  Sir  Anthony 
Bamford,  JCB  chairman  and  manag- 
ing director,  praise  Savannah  for 
having  all  the  right  ingredients  for  a 
first-class  site. 

"In  the  past  five  years,  JCB's  output 
has  more  than  doubled  and  the 
number  of  employees  has  increased 
by  a  third.  Communications  systems 
were  extremely  important  to  JCB  when 
the  decision  on  where  to  locate  the 
North  American  facility  was  under  con- 
sideration. The  Savannah  plant  is  on 
a  1,064-acre  site,  conveniently  situat- 
ed with  a  mile-long  frontage  alongside 
1-95  — just  a  few  minutes  from  Savan- 
nah International  Airport  and  close  to 
the  port  of  Savannah.  This  means  that 
shipping  equipment  out  to  North  and 
South  America  and  bringing  in  compo- 
nents and  raw  materials  is  extremely 
simple  to  do,"  he  says. 

Bamford  continues,  "To  capitalize  on 
that  success,  we  are  creating  a  business 
based  in  Savannah  that  reflects  the 
same  core  values  that  the  city  works 


In  Savannah's  long  and  colorful  mar- 
itime history,  InterMarine  Savannah 
plays  a  relatively  new  but  very  signifi- 
cant role. 

InterMarine  Savannah  was  created 
in  1999  when  our  investment  group 
purchased  the  21-acre  shipyard  from 
Intermarine  SpA,  which  built  glass  rein- 
forced plastic  minehunters  for  the  U.S. 
Navy.  Our  new  management  team 
brought  a  bold  vision  and  business  strat- 
egy: rechanneling  the  shipyard's  exper- 
tise in  fiberglass  vessels  to  building  top- 
quality,  luxury  motoryachts  and  servicing 
of  the  largest  yachts  in  the  world. 

The  strategy  is  working  well.  We 
will  soon  launch  our  fourth  vessel:  a 
118'  motoryacht  appropriately  named 
Savannah  by  its  owner. 

Besides  the  shipyard  facilities  and 
well  trained  workforce,  we  were  attract- 
ed to  Savannah  because  of  an  abun- 
dance of  highly  skilled,  specialized 
support  companies.  Numerous  ancil- 
lary businesses  provide  InterMarine 
and  the  other  companies  headquar- 
tered here  with  critical  components 
and  services.  That's  a  deciding  factor 
for  any  company  considering  a  facility 
in  Savannah. 

912-234-6579 

intermarine.savannah.com 


inth04arine 

Cs  Savannah 
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Randy  Cardoza 

Commissioner,  Georgia  Department 

of  Industry,  Trade  &  Tourism 


Dear  Forbes  Reader: 

Ever  since  General  James  Oglethorpe 

arrived  in  1733  and  founded  Savannah 

—  the  first  city  established  in  Georgia, 
the  last  of  the  13  colonies  of  England 

—  the  city  has  played  a  vital  role  in 
Georgia's  economy.  Throughout  history, 
Savannah  has  thrived  as  a  location  for 
new  and  expanding  business.  From  its 
vibrant,  state-of-the-art  seaports  to  its 
pro-business  incentives  and  climate, 
many  Forbes  500  companies  and  inter- 
national companies  have  chosen  to 
locate  to  the  Savannah/Chatham 
County  area. 

Rich  in  history  and  tradition,  Savan- 
nah thrives  as  one  of  the  nation's 
largest  historic  districts  and  captures 
a  large  segment  of  the  leisure  travel 
industry  for  Georgia.  The  Savannah 
College  of  Art  and  Design  has  led  the 
way  for  the  resurgence  and  renovation  of 
Savannah's  historic  downtown  while  film- 
makers continue  to  come  to  the  area  for 
scenic  backdrops  and  talented  labor. 

I  invite  you  to  visit  Savannah/ 
Chatham  County  —  a  region  diverse  in 
business  and  beauty. 

Sincerely, 

Randy  Cardoza 


together  with  business  to  achieve. 

"We  wanted  a  world-class  site  in  a 
first-class  location  with  first-class  facil- 
ities and  a  first-class  workforce,  backed 
up  by  first-class  support  from  the  local 
authorities,"  he  says.  "And  now  JCB 
plans  to  strengthen  its  position  along- 
side the  giants  of  the  construction 
industry  in  the  U.S.  by  investing  $100 
million,  which  includes  $62  million  for 
the  Savannah  plant." 

Bamford  isn't  alone  in  his  thinking. 
Selected  in  1999  as  one  of  The  New 
York  Times'  top  12  trendy  worldwide  hot 


EM  Industries.  This  company  is  the 
U.S.  affiliate  of  Merck  KGaA,  Darm- 
stadt, Germany,  an  international  phar- 
maceutical and  specialty  chemical  lab- 
oratory products  company  with  a  widely 
recognized  name.  While  the  larger  part 
of  the  Merck  KGaA  business  takes 
place  in  Europe,  the  U.S.  market  repre- 
sents approximately  24%  of  worldwide 
sales.  The  Savannah  plant  is  one  of 
three  North  American  locations. 

"Savannah's  selection  as  a  site  was 
based  on  the  city's  proximity  to  high- 
way, rail,  air  and  sea  transportation 


COMPANY  EXECUTIVES  PRAISE  SAVANNA 
FOR  HAVING  ALL  THE  RIGHT  INGREDIEN 
FOR  A  FIRST-CLASS  SITE. 


d 


spots,  Savannah's  reputation  as  a  great 
place  to  visit  and  live  has  already  lured 
at  least  80  corporations  to  call  this 
sunny  city  home.  Those  companies 
include  Gulfstream  Aerospace  Corpo- 
ration, which  has  announced  plans  for 
a  two-year  expansion  plan  to  support 
the  growing  sales  of  the  new  Gulf- 
stream  V,  the  world's  most  technologi- 
cally advanced  business  aircraft,  adding 
700  jobs  to  its  workforce. 

More  recently,  the  Lummus  Corpora- 
tion, manufacturer  of  cotton  ginning  and 
other  textile  machinery,  relocated  its 
corporate  headquarters  and  manufac- 
turing facility  to  Savannah  —  inciden- 
tally, where  the  first  cotton  gin  was 
invented  —  creating  an  additional  250 
jobs  plus  200  created  by  suppliers. 

Also  drawn  to  the  area  were  many 
national  corporations  located  in  and 
around  Savannah,  as  well  as  28  inter- 
national firms,  including  names  like 


resources,"  says  Dr.  Bernhard  Mainz, 
vice  president  of  operations.  "The  city 
is  situated  near  major  interstates,  the 
Savannah  harbor  with  access  to  the 
Savannah  River  and  the  Atlantic  Ocean, 
and  the  Savannah  International  Airport. 
This  location  links  EM  Industries  to  the 
world." 

Savannah's  Scenic  Road  to  Success 

Savannah  is  perfectly  suited  for 
year-round    pleasure.    The    city   is 
graced  with  a  balmy  climate,  with 
average  temperatures  ranging  from 
51  degrees  in  winter  to  66  degrees  in  I 
spring  and  80  degrees  in  summei 
Hence,  it  is  common  to  see  lush  J 
greens  spotted  with  colorfully  attire* 
golfers  in  mid-December  or  sailboat* 
bobbing  in  the  river  in  October.  ThS 
Atlantic  Ocean,  along  with  the  beach- : 
es  of  Tybee  Island,  is  only  a  scenicJ 
20-minute  drive  from  the  downtowflB 
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business  district,  and  miles  of  intri- 
cate waterways  provide  ideal  settings 
for  boating  and  fishing. 

Within  the  downtown  area,  hearty 
palm  trees,  gracious  live  oaks  and 
magnificent  mansions  flank  Savan- 
nah's flourishing  gardens.  Even  the 
city's  financial  district,  Johnson 
Square,  is  distinguished  by  ornate 
fountains,  park  benches  and  chirping 
birds.  The  city's  lush  landscaping  is 
enhanced  by  the  architectural  diver- 
sity that  encompasses  it.  Designed  in 
the  1800s  by  architects  hired  by 
wealthy  cotton  merchants,  opulent 
homes  and  structures  are  reflective  of 
many  different  countries,  periods  and 
architectural  styles. 

Savannah's  beauty  is  not  just  limited 
to  the  downtown  Historic  District.  The 
eclectic  architectural  masterpieces  of 
old  give  way  to  sprawling  island  neigh- 
borhoods set  amid  thriving  marshlands. 

Savannahians  enjoy  the  benefits  of 
working  for  large  companies  located  in 
and  around  Chatham  County.  With 


homes  and  businesses  only  minutes 
apart,  travel  across  town  is  not  only  pic- 
turesque, but  scarcely  plagued  by  the 
traffic  jams  and  lengthy  commutes 
common  to  larger  cities.  A  drive  home 
from  the  workplace  might  lend  itself  to  a 
glimpse  of  wildlife  in  action,  and  an  after- 
noon stop  at  the  supermarket  might  be 
enhanced  by  a  setting  of  shrimp  boats 
chugging  down  a  creek  adjacent  to  the 
store's  parking  lot.  And  it's  not  uncom- 
mon to  catch  a  glimpse  of  a  Hollywood 
movie  set  with  all  its  props  and  cast 
parked  alongside  a  local  hangout. 

To  an  outsider  peering  in,  Savannah's 
character  as  a  carefully  preserved  his- 
toric relic  might  be  deceiving.  While  col- 
orful water  ferries  zip  across  the  river 
transporting  visitors  to  a  newly  devel- 
oped Hutchinson  Island,  the  manufac- 
turing community  is  busy  producing 
sugar  and  food  products  and  building 
expensive  yachts  and  even  corporate 
business  jets.  As  tourists  snap  pictures 
of  massive  freighters  winding  up  the 
Savannah    River  from   the   Atlantic 


is  memorialized  in  Chippewa  Square. 


Ocean,  little  do  they  realize  that 
the  very  ships  they  are  pho- 
tographing are  filled  with  contain- 
ers bearing  goods  being  imported  and 
exported  around  the  world. 

Indeed,  in  Savannah,  the  marriage 
of  industry  and  tourism  has  made  a 
perfectly  matched  couple.  And  with 
the  new  $200  million  resort  and  trade 
center,  the  number  of  visitors  travel- 
ing to  the  port  city  will  skyrocket  by 
the  end  of  2000. 

A  History  Primer 

Long  before  Savannah  began 
attracting  anyone,  a  lush  shoreline 


Ed  Holland 
CEO 


Savannah  Electric  is  proud  to  provide 
electric  service  to  more  than  a  quarter 
million  people  in  a  five-county  area  of 
Coastal  Georgia. 

With  electric  rates  well  below  the 
national  average,  Savannah  Electric 
customers  enjoy  some  of  the  lowest 
energy  prices  in  the  United  States. 
Combining  those  low  prices  with  reli- 
able power  and  other  energy  services 
means  Savannah  Electric  customers 
receive  a  great  value  for  their  energy 
dollar.  And  these  lower  energy  costs 
have  helped  to  energize  the  vibrant 
economy  here  in  the  Savannah  area. 

Our  leadership  and  commitment  to 
this  community  is  inextricably  tied  to 
the  city's  famous  historical  charm,  as 
we  trace  our  founding  back  to  1882. 
Backed  by  our  corporate  parent, 
Southern  Company,  Savannah  Electric 
is  dedicated  to  making  our  future  even 
brighter  than  our  past. 

Contact  Corporate  Communications 

^for  more  information  at 
912-238-2225. 
or  visit  our  Web  site: 
www.  savannahelectric.  com. 


SAVANNAH 


ELECTRIC 


A  SOUTHERN  COMPANY 
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Scott  Ford 

President  and  Chief  Operating  Officer 

Savannah  is  famous  for  its  hospitality 
and  historic  setting,  but  visitors,  busi- 
ness prospects  and  residents  alike 
still  want  the  conveniences  of  the 
Information  Age.  ALLTEL  helps  keep 
Savannah  connected  with  wireless  and 
long-distance  service,  paging  and 
Internet  access.  ALLTEL  has  a  long  his- 
tory with  wireless  service  in  Savannah, 
and  we  have  continued  to  add  new  ser- 
vices and  features,  prospering  and 
growing  along  with  the  city.  Earlier  this 
year,  ALLTEL  announced  a  national 
roaming  arrangement  that  will  provide 
our  customers  unprecedented  low-cost 
access  to  95%  of  the  U.S.  population. 
Whether  you  live  in  Savannah,  are  con- 
sidering doing  business  there  or  just 
visiting,  ALLTEL  lets  you  stay  in  touch 
—  no  matter  where  you're  calling  or 
which  of  Savannah's  squares  or  busi- 
ness parks  you're  calling  from.  We  at 
ALLTEL  are  proud  to  grow  along  with 
Georgia's  coastal  community,  and  we 
invite  you  to  join  us. 


-lUHEl 


with  its  steep  bluff  overlooking  the 
river  caught  the  eye  of  one  explorer. 
After  crossing  the  ocean,  British  Gen- 
eral James  Oglethorpe  staked  his 
claim  in  1733  and  chartered  Georgia, 
the  13th  colony  in  the  name  of  King 
George  II.  It  was  then  that  he  unveiled 
a  plan  for  an  orderly  town  called 
Savannah,  which  would  consist  of  24 
squares  placed  at  regular  intervals. 

Through  the  years,  the  city  has 
maintained  the  plan,  enhancing  it 
with  constant  care  and  preservation. 
Oglethorpe's  squares  have  been 
greatly  heralded  by  historians  and 
city  planners  and,  thanks  to  the  fore- 
sight of  General  William  T.  Sherman, 
who  captured  the  city  and  then  pre- 
sented it  in  1864  as  a  "gift"  to  Pres- 
ident Lincoln,  it  was  spared  from  the 
ravages  of  the  Civil  War.  Today, 
Savannah's  22  remaining  squares 
provide  lush  backdrops  for  picnick- 
ing, congregating  or  walking. 

In  1886,  the  riverfront  bluff  became 
a  bustling  business  district  as  the 
world's  foremost  cotton  port.  The 
industrious  Savannah  River  has  been 
called  one  of  the  state's  greatest 
resources.  With  its  link  to  the  Atlantic 
Ocean  from  Tybee  Island  to  Savannah's 
Georgia  Ports  Authority,  the  Savannah 
River  provides  the  transportation  for 
products  ranging  from  automobiles  to 
Georgia  forest  products. 

In  1999,  the  Georgia  Ports  Authority 
(GPA)  doubled  its  efforts  to  attract 
major  shippers  and  carriers  to  the 
state-owned  port  facilities  in  Savan- 
nah. In  addition  to  the  more  than  60 
steamship  lines  that  call  on  the 
GPA's  deepwater  ports,  plans  for 


Savannah's  harbor  to  be  deepened 
—  to  better  handle  existing  vessel 
traffic  and  accommodate  a  new 
class  of  vessels  —  are  taking  shape. 
Savannah's  federal  navigation  chan- 
nel is  expected  to  be  deepened  from 
its  present  depth  of  42  feet  down  to 
48  feet.  The  implementation  of 
aggressive  tax  incentives  that 
encourage  expanded  use  of  Geor- 
gia's deepwater  ports  combined  with 
a  government  that  supports  the  pro- 
gressive development  of  the  ports  is 
expected  to  increase  the  volume  of 
cargo  handled  via  Georgia-owned 
facilities  for  the  13th  consecutive 
year.  Debuting  this  fall  will  be  the 
new  state-of-the-art  James  D.  Mason 
Intermodal  Container  Transfer  Facili- 
ty (ICTF)  —  the  only  on-terminal  con- 
tainer intermodal  transfer  facility  of 
its  kind  on  the  U.S.  East  Coast  — 
that  offers  businesses  more  than 
150  acres  of  storage  and  includes 
40,000  feet  of  lead  track. 

The  Mason  ICTF  will  be  developed 
in  multiple  phases  in  order  to  quick- 
ly accommodate  the  growing  inter- 
modal and  just-in-time  delivery  needs 
of  customers.  The  facility  will  slash 
transit  times  by  moving  containerized 
cargo  directly  from  ship  to  train  to 
destination.  The  Mason  ICTF  will 
allow  overnight  delivery  to  Atlanta 
and  three-day  delivery  or  less  to  key 
U.S.  hubs  such  as  Chicago,  Detroit 
and  Houston. 

Reaching  New  Heights 

While  the  significance  of  the  ports 
as  a  business  attraction  is  important, 
Savannah's  strengths  as  a  "link  to  the 
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;  on  R.  Ward 
I    President 

en  The  Citizens  Bank  was  founded 

Savannah  in  1887,  nobody  could 

e  known  that  more  than  a  hundred 

rs  later,  it  would  be  part  of  the  foun- 

on  for  the  most  powerful  bank  in  the 

.,  the  present-day  Bank  of  America. 

he  bank  grew  quickly  under  the 

tership  of  Mills   Lane,  and   later 

er  his  son,  Mills  Lane,  Jr.  In  1906  it 

ame  Citizens  and  Southern  Bank  of 

>rgia,  one  of  the  country's  strongest 

ks.  C&S  and  NCNB  merged  to  form 

ionsBank,   making   it  even   more 

Tiinent,  and  the  1998  merger  with 

k  of  America  created  the  country's 

nier  financial  institution. 

■om  Savannah  to  Seattle,  Bank  of 

;rica  offers  a  full  array  of  financial 

/ices  —  from  traditional  banking 

/ices    including  ATM,   telephone 

Internet  banking,  to  investments 

capital  raising  within  the  securi- 

markets.  The  bank  is  a  small 

iness  lending  leader,  and  the  Bank 

imerica  Foundation  provides  gen- 

is  support  for  charitable  causes 

ughout  Savannah: 


nk  of  America 


world"  also  lie  in  its  other  trans- 
portation resources.  Air  cargo  moving 
to  and  from  the  Georgia  Ports  Author- 
ity and  areas  beyond  reached  the 
8,000-ton  mark  in  1998.  Just  as  the 
ports  excelled,  so  did  Savannah's  air- 
line industry. 

The  Savannah  Airport  Commission, 
a  five-member  body  of  local  citizens 
appointed  by  Savannah's  mayor  and 
city  council,  is  managed  by  Executive 
Director  Patrick  S.  Graham  and  his 
staff.  Graham,  an  energetic  community 
leader,  has  been  credited  with  trans- 
forming Savannah's  air  travel  industry 
into  one  of  its  most  favorable  assets. 

Today  travelers  can  fly  nonstop  to 
such  cities  as  Houston,  Dallas,  New 
York  City,  Newark,  Cleveland,  Cincin- 
nati, Charlotte.  Washington,  D.C.,  and 
Chicago.  Savannah's  airport  is  not 
only  efficient,  but  aesthetically 
appealing.  Designed  to  mirror 
Oglethorpe's  original  squares  on  the 
interior,  the  facility  has  275,000 
square  feet  of  passenger-friendly 
amenities,  including  a  complete  visi- 
tor's center.  The  airport,  only  nine 
miles  southeast  of  Savannah's  busi- 
ness district,  is  located  at  a  new 
interchange  at  Interstate  95. 

The  popularity  of  regional  jet  service 
has  taken  Savannah  to  a  new  level  in  air 
transportation.  Graham  says,  "Savan- 
nah is  at  the  forefront  of  regional  jet 
industry  growth  and  with  the  strength  of 
both  Savannah  and  Hilton  Head  Island 
as  a  destination,  we  foresee  that  growth 
continuing  as  we  move  forward.  In  the 
next  one  to  two  years  I  project  we  will 
have  approximately  30  regional  jet 
flights  in  addition  to  the  regular  jet  ser- 


Rick  Clark 
General  Manager 

With  LineDrive  Communications, 
Savannah  now  boasts  big-city  commu- 
nications along  with  the  warmth  and 
charm  of  a  small  Southern  town. 

LineDrive  Communications  is  a  revo- 
lutionary company  designed  to  satisfy 
the  communication  and  Internet  needs 
of  businesses  and  local  residences. 
With  a  connection  speed  up  to  23 
times  faster  than  the  usual  56K 
modem  —  and  eight  times  faster  than 
ISDN  (Integrated  Services  Digital 
Network)  —  we  deliver  the  high-speed 
access  solution  for  any  Internet  user. 

We  also  provide  local  telephone  ser- 
vice and  discounted  long-distance 
rates  to  deliver  a  full  range  of  cost- 
effective  residential  and  business  ser- 
vice plans.  Located  in  Savannah, 
LineDrive  Communications  can  offer 
personalized  technical  support  for  any 
concerns  that  may  arise. 

We  believe  that  by  maximizing  the 
power  of  advanced  communications, 
Savannah  residents  and  businesses 
will  find  more  time  to  enjoy  the  rea- 
sons we've  all  chosen  to  make  this 
idyllic  city  our  home. 

To  learn  more  about  LineDrive 
Communications,  visit  us  at 
www.linedrive.com. 


t> 


LineDrive 


C  0  M  M  U  N  I 


, 


ADVERTISEMENT  16 


Georgia  Tech  Regional 

Engineering  Program  .  .  . 

Same  great  engineering  education 

in  a  new  Southeast  location 

Georgia  is  growing  and  growing  fast. 

According  to  the  Census  Bureau,  Georgia 
is  the  seventh-fastest-growing  state  in 
the  nation. 

Georgia  is  changing  and  changing  quickly. 

The  American  Electronics  Association 
lists  Georgia  as  one  of  the  nation's 
top  10  states  in  high-  tech  job  growth. 

Georgia  Tech  is  growing 
and  changing  with  Georgia. 

With  high-tech  engineering  jobs  pre- 
dicted to  increase  by  as  much  as  45% 
in  the  next  10  years.  Georgia  Tech  is 
developing  the  intellectual  capital  to 
support  Georgia's  economic  future. 

The  Georgia  Tech  Regional  Engineer- 
ing Program  —  GTREP  —  will  meet  the 
needs  of  a  growing,  changing  Georgia  by 
offering  Georgia  Tech  undergraduate 
and  graduate  engineering  degrees  at 
Armstrong  Atlantic  State  University, 
Georgia  Southern  University  and 
Savannah  State  University:  the  same 
Georgia  Tech  degree,  but  in  a  new  south- 
east Georgia  location. 

Want  to  know  more?  Contact  GTREP 

912-6523585 

www.gtrep.gatech.edu 


Georgia 
Tech 


vice  that  we  have.  In  fact,  I  predict  that 
Savannah  will  become  the  model  for 
many  cities  on  how  to  develop  air  ser- 
vice —  especially  high-frequency  trips 
through  regional  jet  service." 

Living  and  Learning  in  Savannah 

Savannah  offers  all  the  right  stuff  for 
a  growing  company's  needs  —  an  edu- 
cated and  trained  labor  force,  low  oper- 
ating costs  and  city,  county  and 
statewide  support. 

"Your  cost  of  doing  business  in 
Savannah  will  be  far  less  than  in  other 
parts  of  the  country.  Studies  by  firms 
that  have  recently  moved  to  Savannah 
from  Texas,  Massachusetts,  Canada, 
Germany  and  the  northeastern  U.S. 
have  identified  savings  between  19% 
and  31%  of  their  annual  operating 
costs  in  their  original  location,"  says 
SEDA  President  Richard  Knowlton.  "The 
reasons  are  obvious:  it  simply  costs 
less  to  do  business  here  than  in  other 
parts  of  the  country.  A  good  example  of 
this  is  energy  costs.  Rates  in  Savannah 
for  process  companies  are  lower  than 
the  national  average.  They  can  be  less- 
ened for  very  large  loads,"  he  adds. 

Savannah's  business  leaders  are  as 
responsive  to  the  needs  of  small  busi- 
nesses as  they  are  to  international 
conglomerates.  For  that  purpose.  Dept- 
ford  Industrial  Park  was  conceived. 
Today,  the  park  is  home  to  more  than 
10  small  businesses  and  more  than 
100  employees.  With  the  concept  of 
selling  individual  sites  at  or  below  the 
cost  of  land  and  encouraging  busi- 
nesses to  use  the  difference  between 
their  cost  and  the  actual  market  value 
of  the  site  as  equity  for  financing  their 


Dr.  Carlton  E.  Brown 
President 

SAVANNAH    STATE    UNIVERSITY 

proud  of  the  professional  paths  th 

our  alumni  have  chosen  upon  their  gre 

uation  from  the  "University  by  the  Se? 

Whether  our  students  are  analyzii 

sea  life  in  the  marine  science  lab,  ci 

ating  Web  sites  for  nonprofit  agench 

or  experimenting  with    recombina 

DNA  in  SSU's  biotechnology  lab,  th 

are  preparing  to  tackle  the  challeng' 

of  the  international  marketplace. 

Savannah  State  provides  wonder 

opportunities  for  learning  experieno 

outside   of  the   classroom   that  « 

hance  the  education  of  our  studer 

and  benefit  the  community.  Prograr 

such  as  our  small  business  incubat 

which  encourages  the  expansion 

minority  businesses,  and  the  town  a 

gown  initiative,  which  helps  revitali 

ailing  neighborhoods,  have  a  positi 

impact  on  our  city's  economy  and  he 

build    character    and    professior 

strength  in  our  students.  Our  studer 

grow  and  learn  in  a  supportive  and  li> 

ly  environment  built  upon  history  a 

focused  on  the  future. 

www.savstate.edu 
ssu.inquiries@tigerpaw.savstate.ed 
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DUildings,  Deptford  Industrial  Park  has 
achieved  nationwide  acclaim. 

Site  selection  and  the  quality  of 
workforce  go  hand  in  hand,  and  in 
Savannah  and  Chatham  County,  the 
jnion  is  backed  by  community  sup- 
jort.  The  Certified  Workforce  Corpo- 
ation  (CWC)  was  set  up  to  assist 
jmployees  entering  the  local  labor 
wol.  Established  by  SEDA,  Savannah 
Electric  and  Savannah  Technical  Insti- 
ute,  CWC  improves  the  job  prospects 
)f  individuals  and  creates  a  long-term 
•.ommunity  asset  that  helps  attract 
nore  businesses.  Additionally,  the 
Business,  Education  and  Technology 
Alliance  of  Southeast  Georgia,  Inc. 
BETA)  was  established.  A  nonprofit 
>rganization,  BETA  has  helped  focus 
>ublic  and  private  resources  to  pro- 
'ide  the  infrastruc- 
ure  and  education 
lecessary  to 

ittract  new  high-tech 
•usinesses  and  develop 
md  enhance  an  entre- 
ireneurial  culture.  Some 
•f  the  assets  available 

hrough       government 

esources  or  BETA  sub- 
sidiaries    include     the 

toastal  Venture  Investment 

brum  (CVIF),  local  engi- 

eering  education  through 

ieorgia  Tech  employee 

schnical    training,    pre- 

stablished  research  sites, 

nd  the  Yamacraw  Initia- 
te, a  state  effort  to  attract 

nd  train  personnel  for 

emiconductor  develop- 

lent  and  manufacturing. 


The  CVIF  is  committed  to  bringing 
qualified  investors  and  entrepreneurs 
together  for  their  mutual  benefit  and 
promoting  regional  economic  devel- 
opment by  serving  as  a  forum  to  pro- 
vide alternate  financing  sources. 

In  February  1998,  Governor  Zell 
Miller,  the  University  System  of  Georgia 
Board  of  Regents,  the  Georgia  Depart- 
ment of  Industry,  Trade  and  Tourism, 
and  SEDA  announced  the  establish- 
ment of  a  research  park  on  Skidaway 
Island.  More  than  100  acres  adjacent 
to  the  Skidaway  Institute  of  Oceanog- 
raphy was  made  available  for  qualified 
research-related  development.  The  prop- 
erty, leased  by  SEDA  from  the  Board  of 
Regents,  is  sublet  to  appropriate  clients, 
giving  Savannah  more  opportunities  to 
attract  high-tech  industries. 


Tall    ships   frequent   the   Savannah 
waterfront,  adding  to  its  ambiance. 


" 


Gregory  M.  Nowling 
General  Manager 


Digital  Wireless  Communications 

Speed  is  power  in  the  world  of  modem 
business  communications.  Reliable, 
affordable,  high-speed  connections  are 
critical  to  the  continued  success  of  any 
business  in  today's  marketplace.  Digital 
Wireless  Communications  (DWC)  brings 
a  fully  customizable  mixture  of  emerging 
and  proven  technologies  to  solve  com- 
munications problems  experienced  by 
the  start-up  company's  growing  list  of 
business  and  commercial  customers. 

One  of  DWC's  innovations  has  been 
the  development  of  an  independent 
multi-megabit  wireless  backbone  inter- 
nal to  and  linking  isolated  service  areas. 
This  approach  has  proven  ideal  for 
remote  rural  industrial  parks  as  well  as 
forestry,  agribusiness  and  trucking. 

In  addition  to  a  communications  link, 
DWC  also  provides  the  expertise  to 
integrate  the  Internet  into  a  customer's 
way  of  doing  business.  Virtual  Private 
Networking  (VPN),  e-commerce,  video- 
conferencing and  other  services  are 
available  along  with  full  design  and 
production  facilities  for  Internet  and 
intranet  creation:  In  short,  all  that's 
necessary  for  today's  high-speed  busi- 
ness communications  environment. 


Digital 
Wireless 

Communications 
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Dr.  Bruce  F.  Grube 
President 

Georgia  Southern  University  is  the 
largest,  most  comprehensive  university 
in  southern  Georgia,  and  a  ready  part- 
ner in  priming  the  region  for  economic 
expansion.  In  partnership  with  educa- 
tion, business  and  government,  Georgia 
Southern  is  working  to  build  an  enter- 
prise environment  through  initiatives  in 
business  research,  engineering  and 
technology,  professional  graduate  pro- 
grams, international  trade,  community 
development,  rural  health  and  education. 

The  University  has  now  inaugurated 
a  new  era  of  leadership.  President  Bruce 
F.  Grube  begins  his  administration  with 
a  mission  to  move  Georgia  Southern 
into  the  ranks  of  the  best  universities 
of  its  kind  in  America  on  the  strength 
of  its  quality,  comprehensiveness  and 
commitment  to  students  and  citizens. 

Approaching  its  Centennial  in  2006, 
Georgia  Southern's  history  as  a  high- 
achiever  forecasts  its  future  success 
.  .  .  and  a  bright  outlook  for  investing 
in  coastal  Georgia. 

Georgia  Southern  is  a  member  of  the 
Association  of  University  Business  and 
Economic  Resources. 


ACADEMIC  EXCELLENCE 

GEORGIA 
SOU1HERN 

UNIVERSITY 


Savannah  Tech,  an  operating  unit  of 
Georgia's  Department  of  Technical 
and  Adult  Education,  serves  the 
region  with  a  unified  system  of  tech- 
nical education  and  customized  busi- 
ness and  industry  training  programs. 
Utilizing  the  best  available  technolo- 
gy, the  school  offers  easy  access  to 
lifelong  education  and  training  for  all 
adult  Georgians.  Students  can  trans- 
fer credits  as  they  advance  from  sec- 
ondary schools  to  technical  institutes 
or  colleges  and  universities. 

Medical  care  and  facilities  in  Savan- 
nah are  well  known  and  highly 
respected  throughout  the  region. 
Memorial  Health  University  Medical 
Center  and  its  CareOne  network  of  pri- 
mary and  specialty  care  physicians 
make  up  one  of  the  most  compre- 
hensive medical  systems  in  the 
Southeast. 

The  success  of  the  facility  and  its 
team  of  professionals  has  been  pos- 
sible through  the  inclusion  of  several 
key  areas  of  medical  services.  The 
530-licensed-bed  tertiary  medical 
center  has  become  a  regional  referral 
center  for  heart  care,  cancer  care, 
trauma,  pediatrics,  high-risk  obstet- 
rics, neonatology  and  rehabilitation. 
The  Heart  and  Vascular  Institute  is  a 
major  provider  of  cardiac  care  and 
also  is  host  to  a  children's  hospital 
and  a  center  for  cancer  care. 

As  a  major  teaching  hospital  affili- 
ated with  Mercer  University  School  of 
Medicine,  Memorial  Health  University 
Medical  Center  instructs  both  upcom- 
ing and  experienced  physicians 
through  its  six  residency  programs 
and  graduate/continuing  medical  edu- 


cation programs.  With  29  physician 
practices  in  the  region,  Memorial 
Health  physicians  provide  primary 
care  and  specialty  services  in  small- 
er cities  and  towns.  A  24-hour  toll-free 
call  center  means  that  healthcare 
advice  is  only  minutes  away  for  resi- 
dents in  the  35-county  service  area. 

Savannah  offers  a  healthy  educa- 
tion system  with  the  Savannah- 
Chatham  Public  School  System  and  a 
variety  of  impressive  private  schools. 
As  one  of  its  priorities  for  2000,  the 
Savannah  Area  Chamber  of  Com- 
merce adopted  a  communication  plan 
that  combines  the  resources  of  the 
business  community  and  public 
sector  to  increase  awareness  of 
career  choices  in  the  area,  encourage 
immigration  of  available  labor  and  act 
as  a  catalyst  in  leading  the  school-to- 
work  partnership.  The  chamber  is 
leading  efforts  to  establish  a  manda- 
tory class  for  64,000  students  in  a 
four-county  area  that  provides  the 
area's  future  workforce  with  basic 
skills  required  in  the  workplace. 

In  Savannah,  higher  educationi 
resources  are  plentiful.  Savannah* 
State  University  recently  initiated  a 
program  that  allows  engineering  stu 
dents  to  complete  a  course  load  of 
classes  that  will  enable  them  to  earn 
Georgia  Institute  of  Technology  (Geor- 
gia Tech)  credits. 

On  Savannah's  Southside,  Armstrong 
Atlantic  State  University's  approximate- 
ly 5,700  students  dot  the  250-acre 
campus.  Nearby  in  Statesboro,  Georgia 
Southern  University  attracts  14,000  stu- 
dents and  continues  to  grow. 

Savannah's  Historic  District  boasts 
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the  Savannah  College  of  Art  and 
Design  (SCAD),  one  of  the  world's 
largest  art  schools.  The  college 
opened  in  1979  with  one  building, 
Potter  Hall,  and  71  students.  Today, 
the  campus  includes  dozens  of  build- 


more  than  300  business  inquiries, 
more  than  3,000  individual  or  family 
relocation  inquiries  and  participated 
in  20  actual  business  relocations,  as 
well  as  serving  the  needs  of  its  visi- 
tors. Bill  Hubbard,  president  of  the 


tngs  and  thousands  of  students.  Stu- 

ients  study  in  the  historic  setting  of 
[Savannah  in  more  than  40  SCAD- 

estored  or  renovated  buildings. 
|5CAD  is  a  private  accredited  college 

warding  bachelor  of  architecture, 
jiachelor  of  fine  arts,  master  of  archi- 

ecture,  master  of  arts  and  master  of 
line  arts  degrees. 

:ome  on  Down! 

Whether  Savannah  is  a  travel  desti- 
nation, a  convention  host  or  a  place  to 
j  row  or  relocate  a  business,  the  city  is 
I  acked  by  a  resourceful  Chamber  of 
|:ommerce  and  Convention  and  Visi- 
les Bureau.  In  1999,  it  responded  to 


Visitors  and  locals  alike  can  enjoy 
the  beaches  around  Tybee  Pier. 


Savannah  Area  Chamber  of  Com- 
merce, is  positive  that  the  city  will 
continue  to  meet  or  exceed  the  needs 
of  residents,  visitors  and  businesses: 
"From  the  business  perspective,  one 
of  the  most  important  characteristics 
of  the  Savannah  area  is  the  unparal- 
leled cooperation  between  the  com- 
munity organizations,  the  governmen- 
tal entities  and  the  business  sector," 
says  Hubbard. 

"These  elements  are  the  key  ingre- 
dients for  success  whether  you  are 
referring  to  home  appreciation,  growth 
of  tourism  and  conventions,  or  the 
best  locations  for  businesses  to  pros- 
per," he  concludes.  II 


Walter  M.  Higgins 
Chairman  and  CEO 


Savannahians  know  AGL  Resources 
Inc.  through  our  largest  subsidiary, 
Atlanta  Gas  Light  Company,  which  in 
1966  merged  with  Savannah  Gas 
Company.  Savannah  boasts  Georgia's 
oldest  gas  system  dating  back  to  1848. 

Today  our  60,000  Savannah  cus- 
tomers —  with  1.4  million  other  Georgia 
customers  —  have  been  part  of  the 
most  successful  customer  energy 
choice  program  in  the  nation. 

Georgia  now  has  a  framework  for 
customer  choice  that  works.  Competi- 
tion has  demonstrated  both  lower 
prices  and  more  choices. 

AGL  Resources  is  changing  to 
meet  the  challenges  of  competition. 
Our  vision  is  to  be  the  acknowledged 
market  and  industry  leader  in  the 
evolving  retail  energy,  utility  and  relat- 
ed services  market. 

We  are  making  progress.  During  the 
first  quarter  following  the  complete  trans- 
formation to  a  competitive  market,  our 
net  income  exceeded  analysts'  consen- 
sus expectations  at  $17.1  million,  or 
30  cents  per  share. 

Our  stock  is  traded  on  the  New  York 
Stock  Exchange  under  the  symbol  "ATG." 
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The  destination  that  elevates 


culture,  history  and  romance 


to  new  heights 
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SAVANNAH 


1.877.  SAVANNAH 
www.savannahvisit.con 


Lawn  Order 

sco  has  put  down  serious  roots  in 
e  turf  business.  But  Wall  Street  isn't 
rerested  in  watching  the  grass  grow. 

BRANDON  COPPLE 

rs  A  SUNNY  APRIL  MORNING  IN 
;uburban  Chicago,  but  the  Lesco  cus- 
omers  in  Naperville  can  still  see  their 
;ath  inside  the  cavernous  service  cen- 

crowded  with  fertilizer  sacks  and 
and-new  lawn  mowers.  Clad  in 
lddy  jeans  and  floppy  rubber  boots, 
)st  of  the  clientele  are  professional 
idscapers.  Lesco  is  their  tool  shed. 

Anthony  Hopp,  owner-operator  of 
•pp-To-It-Lawncare,  visits  this  Lesco 
>re  several  times  a  month  for  seed, 
emicals,  speedy  repair  work  and  the 
:asional  consultation  when  he  en- 
inters  a  particularly  persistent  weed 
a  laggard  patch  of  grass  on  one  of 
!  150  lawns  he  cares  for.  "They've  got 
U,"  he  says.        ; 

Being  all  things  to  muddy  guys  like 
»pp  helped  earnings  at  Cleveland- 
sed  Lesco  jump  98%  last  year,  to 
1.6  million,  on  a  10%  sales  gain,  to 
50  million.  With  234  service  centers 

the  one  in  Naperville,  Lesco  has     departure  leaves  the  field  to  Lesco,  it 
fne  to  dominate  the  professional      also  highlights  Foley's  challenge.  Scotts 


suburbs  and  on  golf  courses. 

But  not  on  Wall  Street.  Lesco 
shares  have  shriveled  30%  in  the 
past  two  years,  beaten  down  and 
then  forgotten  after  a  promising 
joint  venture  got  off  to  a  slow 
start.  At  a  recent  $16,  Lesco  now 
trades  at  just  11  times  trailing 
earnings,  a  reflection  of  its  high  debt 
level  (105%  of  shareholders'  equity). 
Chief  Executive  William  Foley  hopes 
that  further  earnings  gains  and  an  Inter- 
net play  will  help  the  stock  price  grow. 

Foley,  52,  learned  the  business  as 
president  of  Scotts'  consumer  prod- 
ucts division.  Arriving  at  Lesco  in 
1993,  he  immediately  set  about  chang- 
ing the  industry's  distribution  para- 
digm. Then,  landscapers  had  to  run 
around  picking  up  supplies  at  hard- 
ware stores  and  cooperatives.  Golf 
course  superintendents  did  all  their 
purchasing  through  catalogs  and  sales 
brochures.  Foley  launched  a  period  of 
frenzied  expansion — adding  1 3 1  stores 
in  five  years.  With  $510  million  in  pro- 
jected sales  for  2000,  Lesco  now  looms 
three  times  the  size  of  its  biggest 
competitor. 

That  gap  will  grow  even  wider  when 
Scotts  completes  the  sale  of  its  profes- 
sional turf  business  in  May.  If  Scotts' 


f  market.  Servicing  9,500 
enskeepers  with  75  trucks  that  act 
roving  stores-on-wheels  loaded 
:h  700  seed  and  fertilizer  products, 
>co  has  won  a  loyal  following  in 


is  getting  out  of  the  business  because 
there's  little  brand  loyalty,  margins  are 
mediocre  and  there  are  few  barriers  to 
entry — anyone  who  can  get  his  hands 
on  a  little  nitrogen,  potash  and  phos- 


phorous can  open  a  fertilizer  business. 

Foley's  supporters  counter  that  the 
landscaping  business  may  be  ugly,  but 
it's  growing  15%  annually,  and  that 
Lesco's  market  dominance  makes  it  a 
swell  value  play.  In  March  London- 
based  J.O.  Hambro  Capital  Manage- 
ment disclosed  that  it  had  increased  its 
Lesco  stake  to  16%.  "Wall  Street  will 
wake  up  someday,"  says  Hambro  Man- 
aging Director  Christopher  Mills. 

This  summer  Lesco  will  start  selling 
directly  over  the  Web,  reaching  many 
golf  courses  it  hasn't  serviced  so  far  be- 
cause the  trucks  can't  get  there. 
Foley  hopes  that  will  help  the  top  line 
grow  faster  than  the  recent  12%  a 
year.  And  maybe  the  Internet  play  will 
work  as  a  fertilizer  for  Lesco's  stunted 
stock  price.  F 


► 

Golf  course  construction  is  booming, 
but  not  so  the  game  itself.  To  lure  play- 
ers, and  greens  fees,  courses  can  set 
themselves  apart  with  top-notch  play- 
ing conditions— good  news  for  Lesco. 


acres  of  golf  courses  in  U.S., 
roughly  half  the  size  of  Connecticut. 


annually  in  U.S. 


new  golf  courses  built 


rounds  played  in 
4%  from  1997. 

spent  annually  on 
construction,  maintenance 
and  repair. 

Sources:  Golf  Course  Superintendents'  Association  of 
America:  National  Golf  Foundation. 
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1  business  consulting 


1  800  IBM 


THF  FORBES  UJNCH 


BY  DYAN  MACHAN 


The  Boss'  Boss 

Relax,  advises  Harvey  Schiller,  the  chief  of  YankeeNets: 
"We  haven't  even  started  playing  the  game." 


THINGS  CAN  GO  WRONG,  BUT  AT  LEAST  THEY'RE  NOT 
shooting  at  you,"  says  Harvey  Schiller,  60,  chief  ex- 
ecutive of  YankeeNets,  in  a  reference  to  his  military 
career  as  a  pilot  in  Vietnam.  Schiller  joins  us  at  a 
Manhattan  steak  joint  and  explains  the  secret  to  his 
getting  along  with  difficult  types.  Not  that  he'd  describe  Ted 
Turner  (Schiller  was  president  of  Turner  Sports)  or  Yankee 
chief  George  Steinbrenner  that  way — just  that  he  is  a  survivor. 
YankeeNets  is  the  company  formed  in  S .  ptember  to  combine 
the  New  York  baseball  team  and  the  New  Jersey  Nets  of  bas- 
ketballdom.  It's  in  the  process  of  adding  hockey's  New  Jersey 
Devils  to  its  roster.  Schiller  isn't  involved  in  the  day-to-day 
operations  of  any  of  the  teams,  but  he  will  oversee  all  acqui- 
sitions, media  deals  and  long-term  financial  strategy. 

In  case  it's  not  clear,  Schiller  is  not  the  underling  here. 
Steinbrenner,  the  quintessential  boss,  owns  28%  of  the  com- 
pany, but  he  reports  to  the  YankeeNets  board,  of  which 
Schiller  is  chairman.  Same  goes  for  the  Nets'  former  own- 
ers— Ray  Chambers,  an  investor  known  as  Saint  Ray  for  his 
Newark-centered  charities,  and  Lewis  Katz,  a  former  trial  at- 
torney who  branched  off  into  real  estate,  parking  services 
and  billboard  advertising. 

One  gets  the  sense  that  Schiller,  physically  fit  and  oozing 
the  right  stuff,  doesn't  have  trouble  standing  up  to  anyone. 
"You  know,  people  can  always  spot  a  pilot,"  he  says,  launch- 
ing into  an  anecdote  of  the  time  he  flew  combat  missions 
during  Vietnam.  Schiller  was  an  Air  Force  pilot  for  24  years, 
attaining  the  rank  of  colonel.  We  imagine  him  donning  his 


management  of  the  Atlanta 
Thrashers  hockey  team. 
Money  aside,  Schiller  left 
Turner,  he  says,  because  he 
needed  a  greater  challenge. 

He's  got  one  now.  Con- 
solidated, the  two  teams  that 
make  up  YankeeNets  showed 
a  net  loss  of  $95  million  on 
revenue  of  $241  million  in 
the  12  months  ended  Sept. 
30.  The  company's  operating 
income — net  before  depreci- 
ation (mostly  amortization 
of  player  contracts),  interest 
and  taxes — was  a  negative 
$4.3  million.  The  company 
was  forced  to  a  sky-high 
12.75%  interest  rate  for  its 
bond  offering  in  March  and 
scaled  back  the  money  it 
sought,  to  $200  million  from 
$250  million,  leaving  it  with  a 
total  debt  of  $327  million — 
equal  to  44%  of  equity.  None 
of  this  looks  any  more  appe- 
tizing than  our  locker-room- 
style  lunch. 


Don't  worry  about  those  big  debt  numbers:  "If  s  the  Yankee 


(light  suit  when  he  goes  home  at  night.  "Even  in  pitch  black 
darkness,  people  could  tell  who  the  pilot  is,"  Schiller  claims. 

How?  Maybe  it  has  something  to  do  with  posture.  Schiller 
sits  ramrod  straight,  has  a  no-bluster  manner  and  an  ego  that 
could  show  up  on  a  radar  screen.  His  natural  self-assurance 
must  help  him  get  along  with  other  dirigible-size  egos. 

After  leaving  the  military  in  1986,  Schiller,  who  also  has  a 
I'h.l).  in  chemistry,  became  commissioner  of  the  Southeast- 
ern ( Conference  of  collegiate  sports,  followed  by  a  stint  as  the 
secretary  general  of  the  U.S.  Olympic  Committee.  In  1994 
Schiller  became  president  of  Turner  Sports,  which  put  him 
in  charge  o\  sports  programming  for  TBS  and  TNT,  and  the 


Eating  anyway,  Schiller  brushes  off  these  numbers  as  if  an\ 
problem  people  might  have  with  the  company's  financial  con 
dition  is  strictly  due  to  their  being  Mets  fans.  "Everyone  shouk 
relax,"  he  says.  According  to  Schiller,  we  shouldn't  compart 
the  YankeeNets  to  any  other  company.  The  Yankees  play  ir 
God's  neighborhood.  Accounting  guidelines  used  by  banks 
Wall  Street  and  media  do  not  apply.  "It's  the  Yankees,"  he  say 
in  a  tone  that  mimics  "because  I'm  your  mother." 

He  sets  aside  his  plate  and  napkin  and  struggles  to  ex 
plain:  "I'm  in  Minneapolis  when  a  driver  tells  me,  'You  pa) 
Derek  Jeter  too  much.'  That  driver  doesn't  care  about  a  high , 
interest  rate  on  bonds.  He's  a  Yankees  fan."  This  seems  to  b< 
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have  just  one  more  full  season 
on  their  contract  with  Cablevi- 
sion's  Fox  Sports  Network. 

The  company  is  heatedly 
negotiating  a  10-year  arrange- 
ment that  will  not  only  pay 
YankeeNets  in  excess  of  $  1  bil- 
lion but  also  allow  YankeeNets 
to  participate,  as  an  owner,  in 
the  asset  appreciation  of  a  new 
regional  sports  network. 
Under  the  current  contract, 
the  teams  bring  in  some  $56 
million  per  year  for  just  their 
regional  games — that's  about 
150  Yankees  games  and  80 
Nets  games.  In  the  new  con- 
tract, that  money  jumps  to 
well  over  $100  million  for 
those  games  plus  the  Devils' 
schedule.  Poof!  goes  the  short- 
fall. This  well-endowed  bride 
will  be  an  entity  like  Cablevi- 
sion  or  Time  Warner,  Schiller 
hints. 

Back  to  George.  Steinbren- 
ner  is  known  as  a  tireless  and 
overbearing  one-man  show. 
How  do  Schiller  and  George 
get  along?  He  answers  the 
question  with  a  story.  When 
Schiller  was  running  the  colle- 
giate southeast  conference,  he 
held  an  athletic  event  in  1988 
in  Gainesville,  Fla.  that  Stein- 
brenner  attended.  The  two 
were  entering  a  VIP  tent.  Stein- 


says  in  a  tone  that  mimics  "because  I'm  your  mother." 


,  nough  for  Schiller  to  conclude  that  the  YankeeNets  bond  of- 
-ring  is  fiscally  sound.  "Despite  what  anyone  writes,  it's 
robably  the  most  assured  investment  there  is.  Do  you  think 
Jew  York  fans  would  allow  their  team  to  be  auctioned  off?" 
But  overshadowing  any  negative  facts  is  one  giant  gorilla 
ict,  and  it  makes  Schiller  right.  Skeptics  fail  to  consider  why  the 

, .'ams  were  put  together:  to  bundle  up  content  and  make  a  gar- 
antuan  media  deal  that  changes  all  the  math.  The  Yankees' 

j  2-year,  $486  million  contract  with  Cablevision-owned  Madi- 
>n  Square  Garden  Network  expires  at  the  end  of  this  year,  and 

;  chiller  points  out  that  the  MSG  network  has  grown  from  2 

;  lillion  subscribers  to  7  million  during  those  12  years.  The  Nets 


brenner,  who  was  recognized,  was  invited  right  in.  Schiller 
was  told  he  needed  a  ticket.  Says  Schiller,  "Here  I  was  the 
commissioner — it  was  my  show — and  I  had  to  go  as  his 
guest."  The  point  is  Schiller  doesn't  have  to  be  the  star.  The 
colonel  can  let  other  people  have  more  stars  on  their  lapels. 
Schiller  has  other  incentives:  "I  was  trained  as  a  team 
member  in  the  military,  but  to  survive  you  want  the  pilot  to 
look  out  for  himself."  Doing  that,  he  takes  care  of  others. 
Schiller  has  an  option  to  buy  3%  of  the  stock  for  $22.5  mil- 
lion. The  way  Schiller  sees  it,  the  company  will  be  easily 
worth  $3  billion  in  the  next  three  years,  and  if  that  happens, 
he's  looking  at  a  $67.5  million  payday.  F 
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Walls  Around  Europe 

The  U.S.  wanted  the  European  defense  industry  to  consolidate, 
but  it's  not  working  out  the  way  the  Americans  had  hoped. 


are  sometimes  hidden,  not  written 
down  anywhere,"  he  says,  explaining 
the  French  view.  So  no  factory  closings, 
no  transfer  of  work  from  high-cost 
countries  like  Germany  or  France  to 
lower-cost  countries  like  Hungary. 

Thus  the  merger,  expected  to  be 
approved  in  Brussels  in  May  and 
completed  in  July,  will  embrace  con- 
tinental Europe's  infamously  rigid 
labor  market,  which  results  in 
10%-plus  unemployment  rates  and 


BY  HOWARD  BANKS 

PHILIPPE   CAMUS   IS   UNAPOLO- 
getic.  Don't  expect  the  European 
Aeronautics  Defense  &  Space  Co., 
to  be  created  in  a  French-German 
merger  this  spring,  to  behave  like  an 
American  company.  Born  of  France's 
Aerospatiale  Matra  and  Germany's 
DASA  (now  part  of  DaimlerChrysler), 
EADS  will  not  derive  quick  efficiency 
gains  with  factory  closings  or  head- 
count  reductions.  It  won't  even  elimi- 
nate the  redundancy  in 
the  chief  executive's 
position — Camus  will 
share    the    job    with 
the    German    Rainer 
Hertrich. 

No,  this  is  as  much  a 
political  beast  as  a  com- 
mercial enterprise.  Effi- 
ciency gains  aren't  the 
objective;  saving  jobs  is. 
But  EADS  will  be  a  for- 
midable business,  with 
$22  billion  in  sales, 
putting  it  behind  only 
Boeing  ($57.9  billion) 
and  Lockheed  Martin 
($25.5  billion)  in  the 
aerospace  industry.  And 
its  political  connections 
will  make  it  hard  for 
Boeing  and  Lockheed 
to  sell  to  the  European 
market. 

"The  European  way 
oi  managing  is  differ- 
ent," says  c  amus.  "We 
have  to  pay  much  more 
to  reduce  head  count  so 
we  are  careful  when 
hiring  and  do  more 
subcontracting.  In  a 
high-tech  operation, 
getting  rid  of  people 
can  lose  a  company  key 
competencies,    which     An  armful:  airbuses,  choppers,  satellites— and  more.  Camus  has 


painfully  slow  job  creation. 

It  gets  worse:  Retaining  people 
when  there  is  insufficient  work  wil 
force  Europe's  governments  to  do  all  of 
their  defense  spending  on  their  own 
products.  The  outcome  will  be  reduced 
U.S.  defense  exports  to  Europe — they 
totaled  $2.4  billion  last  year — even 
though  American  products  typically 
offer  better  technology  and  more  cost- 
effective  systems.  "Governments  will 
not  be  willing  to  pony  up  more  money 
for  defense,  so  the  in- 
evitable outcome  wil 
be  a  contraction  of  U.S. 
opportunities  to  sup- 
ply," says  John  J. 
Hamre,  now  president 
of  the  Center  for 
Strategic  &  Interna- 
tional Studies  and  until 
April  the  deputy  secre- 
tary of  defense. 

At  DOD  Hamre 
worked  hard  to  expand 
trans-Atlantic  defense 
links,  including  merg- 
ers (FORBES,  Sept.  6, 
1999),  but  that  effort' 
has  now  clearly  failed. 
"We  are  drifting  fur-' 
ther  apart.  This 
[merger]  will  make 
working  togethei 
within  NATO,  for  exam- 
ple, much  more  diffi- 
cult," Hamre  says.  Eu- 
rope spends  well  undei 
half  the  U.S.'  $280  bil- 
lion a  year  on  defens 
and  under  a  quarter  oi 
the  U.S.'  $38  billion  ; 
year  on  defense  R&D 
Redirecting  even  pan 
of  that  meager  budge1 
to  keep  people  at  worii 
means  the  Europea 
them  all.  will  get  less  hardwa 
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and  less  new  technology. 
Inevitably,  it  also  means 
that  competition  for  de- 
fense business  outside 
Europe  will  become 
even  more  cutthroat — 
and  more  subsidized — 
than  it  already  is. 

Good  example  of  the 
messy  way  that  politics 
often  outweighs  technol- 
ogy in  defense  contract- 
ing: the  contest  to  pro- 
vide a  new  air-to-air 
missile  for  the  Eu- 
rofighter  program.  At 
stake  is  a  $1.2  billion 
contract  from  the  British 
government.  Raytheon  is 
fighting  for  the  deal  with 
an  updated  version  of 
its  successful  AMRAAM 
missile.  The  other  Euro- 
pean countries  have  al- 
ready chosen  their  new 
missile,  the  European- 
made  Meteor,  which  is 
not  yet  off  the  drawing 
board  and  is  more  cosdy. 
Their  reason:  they  won't  get  access  to 
the  best  U.S.  technology  (they  might  re- 
export it  to  "unreliable"  countries).  The 
British  government  is  about  to  choose 
between  AMRAAM  and  Meteor. 

It  gets  messier.  BAE  Systems,  Europe's 
other  major  consolidation  (involving 
British  Aerospace),  and  the  world's 
fourth -largest  aerospace  company,  is  not 
part  of  EADS.  This  dates  back  to  last 
year's  infamous  fight  between  the  Brits 
and  Germans  over  who  should  acquire 
the  Marconi  avionics  and  radarmaker 

In  at  Number  Three 


irbus  Industrie  is  on  a  roll.  Sales  in  1999 

beat  Boeing's,  both  in  numbers  of  planes 

(476  versus  391)  and  value  ($30.5  billion 

versus  $28  billion).  Boeing  made  more  deliveries 

than  Airbus  (620  versus  294),  but  it  was  eating 

backlog. 

Will  Airbus'  roll  hit  a  rock  as  a  result  of  the 
management  changes  caused  by  the  creation  of 
EADS? 

Airbus  Industrie,  under  pressure  from  its  pri- 
vate-sector partners,  DaimlerChrysler  and  BAE 
Systems,  has  struggled  to  move  away  from  being 
just  a  make-work  program.  And  it  made  an  oper- 
ating profit  in  1999,  despite  airliner  prices  being 


knocked  down  in  battles  for  orders 
with  an  aggressive  Boeing. 

Part  of  this  success  came  be- 
cause Airbus  launched  new  designs 
only  when  the  airlines  said  they 
wanted  a  plane.  That  resolve  is  now 
to  be  tested.  EADS— which  will  oper- 
ate Airbus  as  its  largest  division— is 
dominated  by  a  desire,  especially  a 
French  desire,  to  show  the  Ameri- 
cans who  is  best,  sometimes  regard- 
less of  commercial  sense.  EADS' 
bosses  are  determined  to  launch  the 
A3XX,  a  570-seat  jumbo  that  would  take  away 
Boeing's  long-standing,  highly  profitable  monop- 
oly with  the  747. 

Big  problem:  The  world's  airlines  say  they  re- 
ally don't  need  the  A3XX,  which  they  say  would 
cost  too  much  (Airbus  admits  the  launch  cost 
would  be  $12  billion,  though  it's  more  likely 
nearer  $20  billion)  and  not  deliver  sufficient 
added  performance  over  the  747 

Bigger  problem:  If  Airbus  launches  the  A3XX 
Boeing  would  feel  it  had  no  option  but  to  update 
the  747,  at  a  probable  cost  of  at  least  $3  billion. 
The  outcome  would  be  that  both  Airbus  and  Boe- 
ing would  lose  money  in  the  jumbo  market.  —H.B. 


Filling  the  factories  of  Europe's  new  aerospace  giant, 
EADS,  will  mean  fewer  export  opportunities  will  be 
available  for  U.S.  defense  suppliers. 

1999  Sales    Commercial 
Companies                         (Soil)               %           Employees 

Boeing 

$57.9 

75% 

192.000 

Lockheed  Martin 

255 

47 

150.000 

EADS 

200 

30 

96,000 

BAE  Systems 

198 

25 

112,000 

Raytheon 

198 

28 

105,000 

Northrop 

90 

15 

45000 

owned  by  British  GEC.  The  Brits  won 
and  the  Germans  rushed  off  to  join  the 
French.  But  note  this:  BAE  Systems  is  also 
a  leading  partner  in  making  Europe's 
new  Meteor  missile,  through  Matra  BAe 
Dynamics.  And  BAE  Systems  has  just 
brought  Boeing  into  the  equation,  as  a 
marketing  partner.  The  European  mis- 
sile will  not  be  suitable  for  the  new  U.S. 
F-22  fighter,  because  it  is  too  long  to  fit 
into  its  weapons  bay,  but  it  would  be  fine 
for  the  Navy  F/A-18E  and  F  fighters, 
which  just  happen  to  be  made  by 
Boeing. 

Look  for  a  political 
outcome,  a  compromise 
in  which  Raytheon  will 
get  an  interim  order  only 
until  the  Meteors  are 
ready  to  fly.  The  British, 
after  all,  want  to  be  in 
both  the  U.S.  market 
(they  are  the  sixth-largest 
supplier  of  electronics  to 
the  DOD)  and  Europe. 
In  many  respects  Eu- 


rope's aerospace  consolidation  is  still  a 
work  in  progress.  EADS  also  owns  a 
piece  of  the  fighter  operations  of 
France's  Dassault,  through  Aerospa- 
tiale, the  newly  formed  Astrium,  which 
makes  satellites  and  Ariane  launchers. 
And  last  fall  EADS  added  Spain's  CASA 
to  the  mix. 

EADS  has  beaten  BAE  Systems  to  win 
Italy's  planemaker  Alenia,  owned  by 
state  holding  company  Finmeccanica. 
The  Brits  offered  a  better  business  deal, 
especially  greater  access  to  the  U.S. 
market,  but  the  Italians  preferred  EADS' 
gentler,  statist  approach  to  manage- 
ment, more  amenable  to  their  thinking. 

The  biggest  negotiation  underway 
involves  the  future  of  Airbus  Industrie, 
the  European  airliner-maker  that  has 
been  giving  Boeing  a  run  for  its  money. 
Until  the  creation  of  EADS,  the  idea  had 
been  to  reform  the  Airbus  Industrie 
consortium  into  a  genuine  company. 
Today  it  operates  as  a  peculiar  French 
organization  which  is  not  required  to 
publish  any  accounts.  But  now  it  will  I 
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become  an  80%-owned  division  of 
EADS,  accounting  for  40%  of  EADS'  an- 
nual sales.  This  gives  the  Brits  fits.  They 
own  the  other  20%  of  Airbus  and  their 
contribution,  making  Airbus  wings,  is 
nearer  to  30%  of  added  value.  Under 
the  new  arrangement,  the  Brits  also  lose 
their  former  veto  over  major  Airbus  de- 
cisions. Without  much  luck  so  far,  BAE 
Systems  is  demanding  a  bigger  voice 
plus  financial  compensation  to  cover 
the  missing  10%. 

Decision-making  around  European 
aerospace  is  not  likely  to  become  more 
rational  any  time  soon.  The  American 
industry  had  hoped  that  the  Europeans 
would  privatize  their  industry  and  re- 
duce the  role  of  government  and  subsi- 
dies, giving  the  Americans  a  fighting 
chance  of  getting  more  European  de- 
fense work.  It  won't  happen.  The  com- 
promise that  put  EADS  together  gives 
the  French  government  1 5%  of  EADS' 
equity  and  a  veto  over  EADS'  strategic 
moves  or  the  sale  of  any  operation. 

The  rest  of  the  French  30%  stake  in 
EADS  is  held  by  the  Lagardere  Group 
(11.1%)  and  Banque  Nationale  de  Paris 
(3.9%).  Germany's  DaimlerChrysler 
will  hold  30%  through  its  aerospace 
subsidiary  DASA.  The  Spanish  holding 
company  SEPI  will  hold  5.5%,  while  the 
remainder  is  due  to  be  sold  to  the  Euro- 
pean public  in  a  public  stock  offering 
I  his  summer. 

Will  private  sector  Daimler  and  La- 
gardere be  enough  to  keep  things  on  a 
rational  track?  Don't  bet  on  it.  Daim- 
lerChrysler's  boss  Jiirgen  Schrempp 
(see  story,  p.  81)  has  been  distancing 
himself  from  aerospace  mu\  Daimler's 
stake  will  be  a  passive  one.  Both  Daim- 
ler and  Lagardere  can  opt  out  of  1  U)S 
in  three  years. 

It's  not  just  the  U.S.  side  that  will 
be  hurt  by  this  reversion  to  running 
aerospace  as  part  of  national  (espe- 
cially French)  policy.  The  Europeans 
will  lose  too,  long  term,  says  Hamre. 
"The  only  way  they  can  sustain  their 
defense  industry  is  by  cutting  spend- 
ing on  technology  and  falling  further 
behind  technologically,"  he  warns.  It's 
.i  warning  the  Europeans  seem  bound 
to  ignore.  F 
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Global  wannabe:  Alcatel's 
Serge  Tchuruk  wants  to  be 
an  international  player. 


Laggard 

France's  Alcatel  is  huffing  and  puffing  to 
catch  up  in  the  North  American  telecom 
equipment  market.  It's  uphill  all  the  way. 


BY  HEIDI  BROWN 

IN  THE  FAST-PACED  MARKET  FOR 
telecom  equipment  makers,  France's 
Alcatel  is  barely  keeping  up.  By 
nearly  every  measure,  the  company — 
fiance's  second-largest  by  market 
capitalization  after  France  Telecom — 
lags  behind  its  peers.  "We're  still  a  long 
way  from  having  the  kind  of  valuation 
that  a  company  our  size  should  fetch," 
sighs  Chief  Executive  Serge  Tchuruk 
(pronounced  "cha-RUK"),  at  Alcatel's 
headquarters  just  off  the  Champs- 
Elysees. 

What  ails  Alcatel?  It's  summed  up 
dramatically  in  one  number:  revenue 
per  employee.  With  more  than 
1 1 5,000  employees,  mostly  in  Europe, 


Alcatel  comes  in  at  $195,000,  agai 
$283,000  at  its  competitor  Nortel  N 
works  and  $470,000  at  Cisco  Systen 
Its  product  lines  leave  much  to 
desired.  Alcatel  holds  a  dominant  { 
sition  in  the  digital  subscriber  1 
(DSL)  market,  which  provides  hij 
speed  Internet  access  over  conv 
tional  phone  lines.  It  is  also  a  forc< 
digital  loop  carriers,  which  conv 
multiple  voice  calls  into  a  single  dig 
signal  and  can  use  either  copper 
fiber-optic  cables.  But  Alcatel  does 
have  a  strong  position  in  one  of  the 
dustry's  fastest-growing  areas,  wa 
length  division  multiplexing,  wh 
expands  the  capacity  of  fiber-optic 
bles  (although  it  is  a  leader  outside 
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the  U.S.).  Nor  is  it  a  major  factor  in  op- 
tical switches,  which  rapidly  move  voice 
and  data  on  the  Internet. 

Add  it  up,  and  Alcatel,  though  grow- 
ing in  the  American  market  by  dint  of 
acquisitions,  remains  small  here,  with 
U.S.  sales  up  from  $300  million  in  1995 
to  $4.5  billion  today.  Tchuruk  acknowl- 
edges the  problem:  "Unless  you  win  the 
battle  in  the  U.S.,  don't  ever  think  of 
being  a  global  player." 

And  he's  trying  to  do  something 
about  it.  Since  joining  Alcatel  five  years 
ago,  he  has  sold  $12  billion  of  assets  tied 
up  in  electrical  engineering,  nuclear 
power  generation,  defense  electronics, 
publishing  (the  newspaper  L'Express) 
and  building  the  Train  a  Grande  Vitesse, 
France's  high-speed  train.  The  proceeds 
have  not  sat  idle.  In  the  past  two  years 
Tchuruk  has  spent  $16  billion  on  seven 
acquisitions  in  North  America. 


tario,  Canada.  This  puts  Alcatel  into  the 
booming  business  of  making  data- 
networking  equipment. 

Tchuruk  expects  Newbridge  to  help 
Alcatel  nearly  double  U.S.  sales  within 
two  years.  But  here  again  Alcatel  is  late 
to  the  party.  Lucent  and  Nortel  acquired 
their  way  into  data  networking  two 
years  ago  and  are  still  ahead  of  Alcatel  in 
this  important  area.  There  isn't  much 
left  to  buy  now. 

The  news  around  Alcatel  isn't  all 
gloomy.  The  company's  cellular  phone 
division  is  coining  money — Alcatel  is 
among  the  three  leading  players  in  Eu- 
rope for  all  cellular  telephony  equip- 
ment (Nokia's  number  one),  and  num- 
ber seven  in  the  world  for  wireless 
handsets.  Alcatel  dominates  in  subma- 
rine fiber-optic  systems  globally. 

Alcatel,  in  short,  is  a  solid  company 
with  decent  if  not  spectacular  earnings 


was  privatized)  he  moved  to  the  top  jot 
at  the  state-owned  chemical  company 
Orkem.  In  four  years  he  boostec 
Orkem's  sales  from  $3  billion  to  $24  bil 
lion,  then  jumped  to  Total,  the  largi 
French  oil  company,  which  he  alsc 
turned  around. 

Arriving  at  Alcatel  in  1995,  Tchu 
ruk's  first  decision  was  to  focus  on  thi 
telecom-equipment  division.  "It  was  jus 
too  big  and  too  sick  not  to  save,"  he  re 
calls.  To  prepare  the  company  for  Eu 
rope's  1998  telecom  deregulation  law 
Tchuruk  sacked  9,000  workers — i 
tough  chore  anywhere  in  Europe. 

Determined  to  make  the  Newbridge 
and  other  North  American  acquisition 
work,  Tchuruk  has  appointed  a  wider 
respected  Indian-born  and  U.S. 
educated  engineer,  Krish  Prabhu,  t< 
head  Alcatel's  North  American  opera 
tions.  Tchuruk  encourages  all  Alcate 


Alcatel  has  a  long  way  to  go  to  become  another  Nortel: 

"Investors  have  had  difficulty  understanding  Alcatel 

because  the  strategy  was  not  completely  clear  to  everyone, 

including  people  in  the  company." 


Alcatel's  first  major  U.S.  acquisition, 
in  1998,  for  $4.4  billion  in  stock,  was 
I  >si  Communications.  Based  in  Dallas, 
DSC  produces  switches  and  other  gear 
for  voice  networks.  But  analysts  wanted 
Alcatel  to  get  into  data-networking  tech- 
nology, where  Lucent,  Nortel  and  Cisco 
rule  the  roost. 

Tchuruk  kept  buying,  not  always 
with  the  desired  result.  Stephane  Teral, 
the  director  of  European  transport  net- 
works at  the  research  firm  khk  in  San 
Francisco,  notes:  "Alcatel  has  had  a  his- 
torj  of  troubled  integration.  The  labor 
market  in  the  U.S.  is  very  different  from 
Europe.  People  can  leave  easily;  there's 
no  loyalty.  I'm  not  sure  if  Alcatel  can 
handle  that." 

In  February  Tchuruk  pulled  off  his 
biggest  North  American  deal  yet  the  ac- 
quisition for  $7.1  billion  in  Alcatel  stock 
o\  Newbridge  Networks,  a  $1.8  billion 
I 1999  revenues)  compan)  based  in  On- 
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potential.  First  quarter  2000  revenues 
and  earnings  came  in  higher  than  ex- 
pected. For  the  full  year  Alcatel's  earn- 
ings (before  interest  and  taxes)  will 
probably  hit  Tchuruk's  target  of  6.5%  of 
revenues  (estimated  at  $25  billion),  up 
from  5.5%  last  year — although  Tchuruk 
is  hardly  boasting.  Nortel  has  an  1 1% 
margin  by  this  measure,  Lucent  15%. 

"Our  profitability  is  not  where 
it  should  be,"  says  Tchuruk.  He  adds: 
"We  need  to  get  products  out  faster,  and 
not  be  obsessed  with  making  them 
perfect." 

Tchuruk,  62,  has  a  resume  that 
suggests  an  underdog  and  a  fighter.  The 
son  of  Armenian  immigrants,  he  grew 
up  in  a  middle-class  neighborhood 
of  Marseille  but  managed  to  graduate 
from  Paris's  elite  F.cole  Polytechnique. 
Alter  climbing  the  corporate  ladders 
at  Mobil  Oil  Benelux  and  Rhone- 
Poulenc,  in  1986  (the  year  before  Alcatel 


employees  interacting  with  Englisi 
speakers  to  speak  and  write  the  Ian 
guage.  Staffers  recruited  to  work  in  th 
Paris  office  don't  have  to  know  Frencl 
And  despite  France's  options-hostile  ta 
laws,  Tchuruk  has  set  up  one  of  Eu 
rope's  most  comprehensive  share-op 
tion  programs,  giving  all  full-time  em 
ployees  the  chance  to  own  a  piece  of  th 
company. 

Alcatel's  share  price  is  up  150%  fror 
its  low  in  October  1998.  But  Tchuru 
acknowledges  that  Alcatel  remains 
work  in  progress.  "Investors  have  ha 
difficulty  understanding  Alcatel  becaus 
the  strategy  of  Alcatel  was  not  com 
pletely  clear  to  everyone,  including  pec 
pie  in  the  company,"  he  says.  Now  th 
Word  is  out  that  Alcatel  gets  85%  of  il 
revenues  from  selling  equipment  to  tele 
corns,  but  that  alone  will  not  boost  th 
company  into  the  Lucent-Nortel-Cisc 
league. 
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Finding  Safety 


Point  of  View  By  Steve  H.  Hanke 


THE  APRIL  STOCK  SELLOFF,  PARTICULARLY  IN  THE 
tech-heavy  Nasdaq  composite  index,  is  disquieting, 
to  say  the  least.  The  broader  S&P  500  didn't  get  into 
the  same  crazy  valuations  that  Nasdaq  did,  but  it's 
hard  to  avoid  the  conclusion  that  it,  too,  is  overval- 
ued— and  due  for  long-term  pain. 

To  appreciate  just  how  high  the  S&P  index  is,  read  Pro- 
fessor Robert  Shiller's  excellent  new  book,  Irrational  Exuber- 
ance (Princeton  University  Press,  $28).  Shiller  put  together  a 
longtime  series  for  the  S&P  price/earnings  ratio,  stretching 
from  1881  through  January  2000.  That  ratio  reached  extra- 
ordinary levels  in  1901,  1929 
and  1966.  But  those  bull  mar- 
ket peaks  pale  compared  with 
today's,  which  remained 
frighteningly  high  even  in  the 
midst  of  the  April  minicrash. 

What's  so  worrying  about 
this  extraordinarily  high 
price/earnings  ratio  is  Shiller's 
demonstration  that  a  current 
P/E  is  a  good  predictor  of  real 
(inflation-corrected)  stock 
market  returns  over  the  next 
ten  years.  When  a  price/earn- 
ings ratio  is  high,  the  ensuing 
decade's  real  return  on  stocks 
tends  to  be  low. 

The  popular  wisdom  is 
that  stocks  are  the  only  place  to  be  for  the  long  term  and  that 
it  is  senseless  to  try  to  time  the  market.  I  hew  to  Shiller's  con- 
trary view  that  it  does  make  sense  to  stay  mostly  out  of 
stocks  when  the  market  is  high,  and  to  enter  the  market 
when  it  is  low.  The  market  is  going  to  have  to  fall  a  lot  more 
for  a  good  buying  opportunity  to  reappear.  Nasdaq's  P/E  re- 
mains at  an  astronomically  high  level — well  over  100 — and 
the  S&P,  at  30,  also  is  too  high  for  comfort. 

If  you  want  to  preserve  capital,  unload  most  of  your 
stocks  and  invest  in  government  bonds.  But  what  govern- 
ment bonds? 

There  are  two  generic  types.  First,  nominal  bonds,  which 
pay  a  periodic  interest  until  maturity.  And  then  Treasury  In- 
flation Protected  Securities  (TIPS),  paying  a  periodic  real  in- 
terest plus  an  inflation  adjustment.  Right  now,  TIPS  are  a  com- 
pelling investment 

To  see  why,  let's  examine  the  arithmetic  of  the  two  inter- 
est rate  components,  the  real  one  and  the  inflation  premium. 
The  real  rate  is  now  3.9% — that's  what  TIPS  due  in  2029  are 
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Stocks  remain 

overvalued  and 

inflation  is  on  the 

rise.  The  answer 

is  to  unload 
stocks  and  buy 
Treasury  bonds 
that  are  indexed 

to  inflation. 


priced  to  yield.  This  in  tur 
implies  a  particular  inflatio 
assumption,  since  conven 
tional  Treasurys  yield  5.8°/ 
The  market,  that  is,  is  tellin 
you  that  it  expects  a  1.9%  ar! 
nual  inflation  rate  over  th 
next  30  years.  That's  an  opfcj 
mistic  assumption — inflatio 
over  the  past  30  years  has  bee 
considerably  worse. 

Why  are  the  markets  ar 
ticipating  that  average  inflation  rates  will  remain  low  by  hi: 
torical  standards?  Because  market  participants  are  swayed  b 
recent  history.  They  seem  to  be  basing  their  inflation  expec 
tation  on  the  average  rate  over  the  past  three  years.  That  a\ 
erage  is  now  a  low  2%,  close  to  the  market's  implied  infl; 
tion  forecast  of  1.9%. 

My  inflation  expectations  are  higher  than  those  impli 
by  the  market.  The  Fed  agrees,  and  is  busily  raising  rates.  Tr 
most  recent  inflation  report  isn't  comforting  either.  Inflatio: 
as  measured  by  the  Consumer  Price  Index,  was  1.6%  over  tr 
12  months  through  February  1999  but  3.2%  for  the  next  1 
months.  The  March  year-over-year  rate  of  3.7%  seems  like  a 
aberration  to  some,  but  I'm  not  so  ready  to  dismiss  it.  R< 
gardless,  the  trend  suggests  that  market  participants  will  begi 
to  revise  their  inflation  expectations  upward. 

If  you  concur  with  my  pessimism  about  where  inflatio 
is  headed,  don't  buy  those  straight  bonds.  Buy  the  TIPS. 

If  real  yields  stay  constant  while  you  hold  the  bond,  yo 
will  earn  your  3.9%  (plus  the  inflation  adjustments,  < 
course)  and  nothing  more.  I  believe,  however,  that  there  a 
good  prospects  for  a  decline  in  real  T-bond  yields,  whic 
would  translate  into  a  capital  gain  for  the  TIPS  bondholdei 
The  historical  record  shows  that  the  real  yield  swings  u 
and  down  and  that  3.9%  is  on  the  high  side.  If  real  yielt 
decline  in  the  next  year,  to  their  more  normal  historic 
level  of  2%  to  3%,  the  TIPS  price  will  rise.  Your  total  n 
turn — price  change  plus  the  modest  coupon — will  be  45 
over  the  year  if  the  real  rate  collapses  to  2%,  and  22%  if 
merely  reverts  to  3%.  A  handsome  reward  for  a  fairly  lov 
risk  investment. 

Could  the  real  rate  climb  from  here,  dealing  you  a  capit 
loss?  It  could,  but  I  view  that  as  unlikely — as  unlikely  as 
continuing  climb  in  the  S&P's  sky-high  P/E. 
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Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore.  Visit  his  forum  at 

our  Web  site,  www.forbes.com/hankc. 


DON'T  SPECULATE 
WE  DON'T  TRADE. 


WE  INVEST. 


THE  TEMPTATION  has  always  been  there: 
Grab  the  tail  of  a  bull  market  and  ride  it  until  it 
takes  you  to  the  promised  land,  preferably  by  next 
week.  Or  ride  the  ups  and  downs  of  individual 
stocks,  hoping  to  "time"  their  prices  for  short-term 
gain.  This  is  not  the  Templeton  philosophy. 

Consider  the  Templeton  Foreign  Fund,  headed 
by  Mark  Holowesko,  Chief  Investment  Officer, 
who  lives  by  his  words  above.  The  fund  diversifies 
across  26  countries  and  29  industries. 

The  fund   has  outperformed  its  peers  more 
than  85%  of  the  time  during  the  last  13  years. 
Of  course,  past  performance  does  not  guarantee 


future  results  and  there  are  other  risks  associated 
with  foreign  investing,  including  currency  fluc- 
tuations and  political  uncertainty. 

Templeton  analysts  travel  the  entire  world 
searching  for  undervalued  stocks,  or  bargains. 
These  stocks  are  selling  at  prices  unusually  low 
relative  to  their  true  value. 

All  of  our  investments  came  from  analyzing 
individual  companies— not  market  trends  or  cur- 
rency forecasts. 

For  more  information  on  the  Templeton  Foreign 
Fund,  mail  in  the  postage-paid  card.  Or  call  us 
directly  at  1-800-FRANKLIN  Ext.  T320. 


TEMPLETON  GLOBAL  FUNDS 

BARGAINS   ARE    BORDERLESS™ 


FOREIGN     FUND        •        GROWTH     FUND        •        WORLD    FUND        •        DEVELOPING    MARKETS    TRUST 


nldin  Templeton  Distributors,  Inc.,  777  Mariners  Island  Boulevard.  San  Mateo,  CA  94404   www.franklintempleton.com 

1  for  a  free  prospectus  containing  more  complete  information,  including  sales  charges,  expenses  and  risks.  Please  read  it  care-         CDAMf!   IMTCHDI  E"r/~\M 

y  before  you  invest  or  send  money.     Lipper,  Inc.   Templeton  Foreign  fund  outperformed  its  peers  1 1  our  of  13  times  for  the         t*  KAlN  rvLI  IN    1  t/VV  1    Lt  1  V_)IN 

17-1999  period.  INVESTMENTS 

55/00  , 


OVER    STORY 


VOLA 


COMPUTERS  gravely  threaten  the  established 
order  of  brokers,  traders  and  exchanges  on  Wal 

mmmm  m  m^      Street,  so  why  is  Goldman 
k  mt  M\  m&      Sachs  pouring  billions  of 
I     ■■i^«l  m |  dollars  into  them? 


AND  TECHNOLOGY 
H 


enry  Paulson  Jr.  had  good  reason  to 
worry  when  the  stock  market  fell  off 
a  cliff  a  few  weeks  ago.  As  chairman 
and  chief  executive  of  Goldman 
Sachs  Group  Inc.,  he  runs  a  firm  that 
has  fed  at  the  bull  market  trough  as 
heartily  as  any. 
But  Paulson  is  calm.  Goldman's  hundreds  of  traders  are 
assisted  by  some  of  the  most  sophisticated  information  tech- 
nology in  the  world.  They  still  make  many  of  the  decisions, 
but  computers  make  more  and  more  of  them.  Secret  algo- 
rithms guide  20,000  trades  a  day  in  the  volatile  equity  deriv- 
atives market.  A  new  Web  bond  trading  service  now  handles 
70%  of  Goldman's  Treasury  trades,  updating  prices  200 
times  per  second  and  executing  $100  million  deals  without  a 
lick  of  human  intervention.  Involvement  in  two  dozen  new 
electronic  trading  ventures  could  put  Goldman  at  the  center 
of  a  new  financial  world — and  someday  may  even  threaten 
the  existence  of  the  floor  traders  and  securities  salesmen  that 
made  Goldman  great. 
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Goldman  Sachs  will  by  year's  end  have  spent  $5  billion  i 
five  years  on  all  this  technology,  building  an  arsenal  aimed ; 
making  money  whichever  direction  the  market  goes.  So  long; 
it  goes  somewhere.  "Volatility  is  our  friend,"  Hank  Paulson  sa] 
serenely.  "If  it  wasn't  for  volatility,  why  would  you  need  Gol 
man  Sachs?  Why  would  you  need  to  take  positions  or  risk?" 

Careful  what  you  wish  for:  The  Nasdaq  doubled  in  a  ye; 
and  then  surrendered  25%  of  its  value  in  one  wild  week  1; 
month.  That's  about  how  far  stocks  historically  have  move 
in  an  entire  year.  Even  though  the  Dow  and  S&P  500  most 
recovered  in  a  couple  of  days,  investors  are  still  shaken.  The 
collective  sentiments  of  fear  and  greed  could  drive  more  wil 
swings  in  months  to  come  (see  story,  p.  180). 

But  with  the  volatility  comes  opportunity,  at  least  for  tl 
players  who  can  take  advantage  of  the  powerful  changes  tb 
digital  technology  is  bringing  to  the  capital  markets.  Intern 
trading  of  ever  more  financial  instruments  is  spreading  ine 
orably — stocks  now,  but  soon  all  kinds  of  bonds  and  agricu 
tural  and  financial  i  \t  'Itit  '  1 
commodities    and,      Dy  Ndl  WeinDeiJ 
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one  day,  everything. 

Driving  Paulson's  huge  investment  in 
hardware,  software  and  communications 
links  is  his  belief  that  technology  will  funda- 
mentally change  the  way  securities  are 
traded — and  drastically  increase  the  variety 
of  what  is  traded.  Electronic  links  between 
buyers  and  sellers  will  squeeze  the  last 
penny  out  of  transaction  costs.  Prices  will  be 
visible  to  everyone,  and  millions  of  individ- 
uals will  be  able  to  trade  almost  any  instru- 
ment, anywhere. 

So  who's  going  to  need  open-outcry  ex- 
change floors?  Or  "specialists" — the  floor 
traders  who  get  exclusive  access  to  order  flows 
in  exchange  for  the  obligation  to  maintain  an 
orderly  market?  "It's  an  unsustainable  model," 
says  Duncan  Niederauer,  Goldman's  managing 
director  for  equity  derivatives. 

Trading  accounts  for  36%  of  Goldman's 
$13  billion  in  annual  revenue,  and  that  rev- 
enue won't  go  away — indeed,  the  percentage 
could  well  increase  if  we  enter  an  age  of  hy- 
pervolatility.  What's  changing  is  how  that 
work  is  done.  Goldman's  floor  trading  appa- 
ratus costs  the  firm  perhaps  $100  million  a 
year,  much  of  which  could  be  eliminated  if 
the  technology  were  good  enough.  Who 
knows?  Someday  computers  could  even  make  superfluous 
a  few  of  those  million-dollar-a-year  block  traders  man- 
ning banks  of  telephones. 

In  essence,  Goldman  Sachs  is  in  a  race  to  exploit  the  tech- 
nology that  otherwise  might  destroy  it.  The  firm  upgrades  its 
Internet  trading  systems  every  month  or  so.  It  now  holds 
stakes  in  six  electronic  trading  upstarts,  even  though  they  are 
reviled  by  the  stock  exchanges  themselves. 

It's  no  wonder  why.  In  the  past  year  nine  ECNs  (elec- 
tronic communications  networks)  have  sprung  up  to 
trade  shares  online.  (E-Trade,  Ameritrade  and  the  like 
are  more  akin  to  brokerage  firms.)  Island  ECN,  backed 
merely  by  a  phalanx  of  Dell  PCs  and  a  broker  license, 
now  clears  12%  of  Nasdaq's  transactions.  It  can  trade 
10,000  shares  in  a  fraction  of  a  second;  the  Big  Board 
takes  22  seconds. 

But  Goldman  isn't  content  merely  to  survive.  Genetically 
driven  to  grow  and  defined  by  an  ethos  insiders  call  "long-term 
greedy,"  this  firm  wants  more.  It  is  conceivable  that  Goldman's 
trading  systems  could  siphon  off  a  sizable  enough  chunk  of 
global  traffic  bo  rival,  say,  the  New  York  Stock  Exchange. 

The  firm  has  taken  a  baby  step  toward  this  electronic 
dream.  A  plucky  ECN  named  Archipelago  is  merging  with 
a  real  stock  exchange,  the  Pacific.  By  the  fall,  Archipelago 
aims  to  become  a  full-fledged,  all-bits  exchange  where  the 
time-honored  trading  floor,  with  hundreds  of  humans  ges- 


turing furiously  and  making  markets  and  shaping  price 
will  be  a  relic. 

Archipelago  poses  a  clear  and  present  danger  to  the  stati' 
quo,  both  to  firms  like  Goldman  and  to  markets  like  tr 
NYSE.  Except  for  this:  Goldman  owns  about  12.5%  of  Arch 
pelago  and  heartily  endorses  the  ECN's  bold  plan.  "We're  dt 
livering  what  they  want,"  says  Archipelago's  chief  executiv 
Gerald  Putnam.  "For  us,  volatility  helps.  Speculators  speci 
late  more,  hedgers  hedge  more.  Our  business  increases." 

Yet  Hank  Paulson  sits  on  the  board  of  the  New  York  Stoc 
Exchange.  Some  people  say  his  role  in  abetting  Archipelag 
angers  Richard  A.  Grasso,  chairman  of  the  Big  Board.  Grass 
denies  this.  "At  the  surface  level  it  looks  like  Hank  and  I  di 
agree.  When  you  take  time  to  look,  you'll  see  enormous  mi 
tual  respect,"  Grasso  says,  playing  nice. 

Either  way,  Goldman's  chairman  is  unapologetic.  "Tl 
best  protection  is  to  continually  reinvent  ourselves  so  son* 
one  else  doesn't  do  it  to  us,"  Paulson  says.  "What  keeps  rr 
up  at  night  isn't  what  our  traditional  competitors  are  doin 
but  that  someone  we  didn't  foresee  will  use  technology  I 
emerge  as  a  significant  rival." 

He  points  to  Germany,  where  the  stock  market  worke 
much  like  the  Big  Board  until  1996.  Then  it  permitted  a  tai 
dem  electronic  system,  and  within  two  years  90%  of  trad 
had  been  diverted  to  it.  To  Hank  Paulson  the  ultimatum 
clear:  Shape  the  future  or  get  crushed  by  it. 
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Leslie  Tortora,  above, 
Goldman's  tech  chief, 
runs  a  top-notch  team 


Goldman  Sachs  is  infused  with  technology.  The  firm  is 
con  Valley's  favorite  investment  bank.  Its  private  equity 
n  is  a  leading  investor  in  startups.  Goldman  bankers  have 
ne  more  than  $50  billion  in  mergers  and  acquisitions  since 
ly  1999.  They  have  underwritten  56  of  the  400  publicly 
d  dot-com  companies,  more  than  any  rival.  (Maybe  they 
n't  discerning  enough;  see  box,  p.  176). 
This  early  peek  at  what's  next  in  the  digital  age  shapes 
ldman's  own  operations.  "Goldman  Sachs  is  six  months 
;ad  of  everybody  else,  which  in  e-time  is  eons,"  says  ana- 
lyst Steven  Galbraith  of  San- 
ford  C.  Bernstein  &  Co. 

This  year  the  firm  will 
spend  $1.6  billion  on  technol- 
ogy— more  than  the  com- 
bined revenue  of  Yahoo,  Ebay 
and  E-Trade.  Goldman 
staffers  are  plugged  in  to 
20,300  PCs  and  workstations, 
backed  by  80  trillion  bytes  (80 
terabytes)  of  storage.  Some 
18,000  miles  of  cable  and 
30,000  phone  lines  snake 
through  its  New  York  head- 
quarters, linked  to  offices 
around  the  world  by  a  fiber 


"What  keeps 

me  up  at 
night  is  that 
someone  we 
didn't  foresee 

will  use 
technology 
lo  emerge  as 
a  significant 
rival." 


network  that  can  zap  data  at  6. 1  gigabits  per 
second. 

A  derivatives  trader  in  New  York  has  up 
to  180  phone  lines  at  his  desk.  He  can  access 
a  world  of  information  from  four  flat-panel 
screens,  tracking  stock  and  options  prices, 
spreadsheets  on  implied  volatilities,  news- 
feeds  from  Reuters,  Bloomberg,  Bridge  and 
more.  Trading  tools  break  down,  in  real 
time,  the  positions  of  a  single  trader,  his 
team  and  the  entire  firm.  It's  snazzy  stuff 
for  a  venerable,  white-shoe  firm  so  taciturn 
that  it  omits  the  Goldman  name  on  its 
headquarters  tower  a  few  blocks  south  of 
Wall  Street.  The  sign  simply  says:  "85  Broad 
Street." 

A  few  blocks  from  that  site,  Marcus 
Goldman  founded  the  original  partnership 
131  years  ago  in  a  Pine  Street  basement.  A 
decade  later  he  hired  his  son-in-law,  Samuel 
Sachs.  The  firm  took  Sears  public  in  1906 
and  still  holds  the  retailer  as  a  client;  same 
goes  for  Ford,  which  Goldman  took  public 
in  1956. 

For  more  than  a  century  Goldman 
Sachs  operated  as  the  quintessential  part- 
nership. The  partners'  fortunes  were  bound 
together  through  their  ownership  of  the 
firm.  As  the  rest  of  the  financial  world  moved  on,  they  hun- 
kered down,  rejecting  the  need  for  a  retail  sales  force  and  as- 
siduously forgoing  a  public  offering  of  their  own. 

Partnership  extended  to  the  very  top  of  the  organization: 
Co-chiefs  John  Weinberg  and  John  Whitehead  raised  the 
firm  into  Wall  Street's  big  leagues  in  the  1970s  and  took  it 
global  a  decade  later;  Robert  Rubin  and  Stephen  Friedman 
ran  the  shop  in  the  early  1990s.  By  1998  the  duo  was  invest- 
ment banker  Hank  Paulson  and  trader  Jon  S.  Corzine. 

But  the  1990s  changed  Goldman  forever.  Some  insiders 
and  alumni  say  the  firm's  heritage  of  shared  risk  and  broth- 
erly love  began  fading  even  before  Goldman  went  public  a 
year  ago — and  has  since  all  but  disappeared.  In  1994  the  firm 
resorted  to  its  first  layoffs  since  the  Great  Depression,  after 
profit  plunged  90%  on  trading  losses.  In  1998  Goldman  got 
ready  to  go  public,  prodded  by  Jon  Corzine,  but  then  re- 
treated and  scrapped  the  stock  offering  amid  the  Asian  fi- 
nancial crisis.  Corzine  got  pushed  out  in  the  aftermath;  he's 
now  running  for  a  U.S.  senate  seat  in  New  Jersey. 

Paulson  was  left  standing.  He  is  a  plain-spoken  Midwest- 
erner,  born  and  bred  in  a  farm  town  outside  Chicago;  he  still 
keeps  a  house  there.  A  trim  6-footer  at  54,  he  wresded  in  high 
school,  played  tackle  and  earned  an  English  degree  at  Dart- 
mouth, and  got  a  Harvard  M.B.A.  After  two  years  in  staff  jobs 
during  the  Nixon  Administration,  he  joined  Goldman  as  a 
banking  associate  in  Chicago  in  1974  and  never  left. 
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Early  on,  Paulson  became  a  believer  in  technology.  In  the 
late  1970s  he  arrived  at  a  client,  Caterpillar,  and  learned  that 
the  information  he  had  once  held  exclusively  and  provided 
by  hand — bond  prices — was  now  arriving  electronically 
from  a  rival  and  blinking  away  on  a  computer  screen.  "I 
could  have  cried."  So  he  turned  to  new  work,  as  an  invest- 
ment banker  advising  Sears  and  other  giants  how  to  restruc- 
ture. Paulson  sees  today's  challenges  in  the  same  light:  "For 
people  who  can  embrace  change,  there's  great  opportunity 
to  grow.  Others  won't  be  here." 

Today  Goldman  sports  one  of  the  most  sophisticated 
electronic  pricing  engines  in  the  world.  The  firm  is  the  only 
one  allowed  to  set  its  own  reserve  requirements — rather  than 
have  them  imposed  by  regulators — for  highly  volatile  deriv- 
atives trading.  That  may  shave  millions  in  reserve  costs  every 
year.  It  owes  to  the  sophistication  of  homegrown  software  for 
managing  hundreds  of  metrics  that  define  risk. 

In  addition  to  investing  aggressively  in  ECNs,  Goldman 
also  bought  a  20%  stake  in  online  investment  bank  Wit  Cap- 
ital in  March  1999.  And  the  firm  recendy  invested  in  an  on- 
line energy-contracts  exchange  and  set  up  a  site  to  hawk  its 
portfolio  of  commercial  real  estate.  "We  have  two  dozen  elec- 
tronic trading  ventures  going  on,  and  they're  a  sideshow 
compared  to  what  we're  doing  in-house,"  Paulson  says. 

Yet  Goldman  came  late  to  the  tech  party.  For  all  their 
worldliness,  the  partners  learned  about  the  Internet  the 
same  way  most  of  us  did.  "They'd  hear  about  it  at  cocktail 
parties.  They  would  go  home  and  their  kids  would  show 
them  things  on  the  Net,"  says  Leslie  Tortora,  43,  Goldman's 
top  tech  executive. 

She  gave  her  first  Net  overview  to  top  management  in 
April  1996,  handing  out  a  presentation  that  included  answers 
to  pedestrian  questions:  What  is  the  Internet?  What  does  it 
mean  for  our  business?  How  secure  is  it? 

Paulson  rapidly  came  to  believe  the  Web  was  going  to 
change  the  securities  industry  more  radically  than  anything 
before  it.  "I  see  an  equity  market  in  which  those  competing 
aren't  just  the  intermediaries  who  own  orders.  It's  going  to 
be  orders  competing  with  orders  in  a  central  marketplace," 
he  says. 

The  firm  began  investing  in  outside  ventures  such  as 
TradeWeb  and  Bond. Hub.  These  electronic  platforms  aggre- 
gate the  offerings  of  several  brokers  so  clients  can  get  an  on- 
line overview,  but  none  had  the  liquidity  and  real-time  trad- 
ing capabilities  that  Paulson  says  e-markets  ultimately  will 
need.  These  early  stakes,  however,  were  a  start. 

Last  year  Paulson  commanded  the  heads  of  Goldman's 
trading  divisions — equities,  fixed  income,  foreign  exchange 


WE'RE  IN  API 

FORBES:  How  does  the  volatility  i: 
nancial  markets  mesh  with  your  k 
term  plans  to  make  Goldman  Sa 
Group  a  tech-driven  business? 
PAULSON:  When  we  meet  intern 
we  ask  ourselves  how  overvalued  p 
of  the  technology  market  are  with  c 
panies  trading  for  100  times  rever 
or  2,000  times  nothing.  The  one  tl 
we  don't  debate  is  whether  the 
going  to  be  huge  growth  among  ti 
nology  companies.  We're  in  a  peric 
change  that's  going  to  accelerate. 
We  have  to  integrate  the  Inte 
into  our  basic  businesses.  It's  no 
ferent  from  the  telephone.  Wh< 
came  along,  people  didn't  set  i 
telephone  subsidiary  or  joint  venll 
This  is  something  you've  got  to  i » 
grate  into  what  you  do.  The  lnte| 
isn't  rocket  science;  it's  basic  pli» 
ing.  What  you're  really  talking  abol 
business  strategy. 
You  have  doubled  your  staff  in  six  y  » 
Isn't  it  risky  in  a  business  as  cycl 
as  yours? 

[If  we  don't  grow]  we  lose  our  i 
share  and  don't  fulfill  our  clients'  ra 
There's  a  much  greater  risk  for  us  it 


and  others — to  trans- 
form their  businesses 
technologically,  even  if 
it  disrupted  existing 
franchises.  They  tapped 
their  trading  desks  for 
people  to  focus  full  time 
on  e-commerce.  Paul- 
son meets  with  mem- 
bers of  his  technology 
teams  up  to  several 
times  a  day. 

Most  of  the  financial 
world  still  trades  bonds 
by  phone,  but  Goldman 
Sachs  has  flipped  the 
switch  on  a  prodigious 
electronic  system.  In  the 
old  world,  a  portfolio 
manager  asks  a  trader 
for  a  quote;  the  trader 
calls  sales  contacts  at 
several  other  firms,  who 
call  their  traders  for 
prices  and  then  report 
back.  One  transaction 
can  involve  a  dozen  or 
more  people.  Until  re- 
cently, broker  Cantor 
Fitzgerald  had  a  worker 
do  nothing  all  day  long 
but  take  calls  from 
Goldman  and  provide 
prices  on  ten-year  Treasurys. 

Enter  Web  ET,  which  Goldman  touts  as  the  first  multi 
product  platform  that  lets  bond  buyers  see  Goldman' 
prices  and  point-and-click  their  way  through  millions  c 
dollars  in  live  trades.  It  is  a  sort  of  nuclear-powered  E 
Trade,  updating  prices  up  to  three  times  a  second  for  eac 
of  70  different  kinds  of  Treasury  bonds  and  doing  trades  c 
up  to  $100  million. 

Goldman  traded  $70  billion  of  Treasurys  electronically,  rep| 
resenting  75%  of  its  trades,  in  this  year's  first  quarter,  say 
Lawrence  Buchalter,  who  ran  the  firm's  big  junk-bond  des 
before  creating  this  new  platform.  "And  all  those  prices  wer 
made  by  a  machine,  a  pricing  agent — not  by  a  human."  Chang 
comes  hard,  though;  the  biggest  and  most  complex  trades 
get  done  by  phone. 
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ng  and  investing.  When  markets 

town,  and  they  inevitably  will,  we'll 
'  le  tc  adapt  to  that.  We  always  have. 

you  ever  in  your  career  seen  change 
'  e're  now  seeing? 

I  1 1  came  into  the  business  there  was 
1  ittle  innovation....  Then  we  went 
I gh  these  huge  periods  of  innova- 
f  junk  bonds,  hostile  takeovers.  It 
r  3d  like  a  huge  change  then. 
!  it  I  can't  believe  there's  ever  been  a 
i  vhen  the  pace  of  change  has  been 
f  ;r  than  now.  You'd  probably  have  to 
1  :k  to  the  printing  press  to  find  one 
|  as  big  as  what's  going  on  now. 
I  re  a  member  of  the  board  of  the 
I  fork  Stock  Exchange.  Do  you  see 
i  j  exchanges  as  a  roadblock  to  elec- 
i  trading? 

I  /  believe  the  New  York  Stock  Ex- 
i  e  and  Nasdaq  are  moving  forward.  To 
h  lest,  I  wish  in  some  quarters  they  were 
i  g  faster.  You  betcha.  But  they're  tak- 
i  ;ps  that  are  incrementally  positive.  As 

al  firm  we  look  at  the  market  in  the 
I  sst  sense.  Others  may  not. 

omplex  issue  that  lends  itself  to  emo- 
ilnd  demagoguery,  because  very  few 
i  i  are  close  enough  to  the  markets  to 


Tech  stocks  are  overhyped.  Tech  isn't,  Paulson  says. 


really  understand  it. 

Are  your  investments  in  electronic  trading 
networks  like  Archipelago  a  way  to  force  the 
exchanges  to  act?  Or  do  you  think  they'll  ac- 
tually achieve  critical  mass? 
All  of  the  above.  We  do  it  to  learn  and  as 
a  hedge,  because  who  knows  how  the  mar- 
kets will  ultimately  shape  up?  But  it's  pretty 
clear  where  we're  going.  Don't  ask  me  how 


far  forward  "ultimately"  is,  but  I  have  no 
doubt  that  ultimately  we're  going  to  see 
much  more  market  activity  in  shares 
being  screen-based,  particularly  in  very 
liquid  stocks. 

For  individual  investors  this  leads  to 
a  great  spot  because  you  will  have 
transparency  and  be  able  to  let  every 
trading  venue  compete.  Being  able  to 
execute  a  trade  at  the  best  price  is  a 
wonderful  thing. 

And  you're  taking  your  electronic  ven- 
tures beyond  securities? 
Within  Goldman  Sachs  we're  incubating 
lots  of  things.  Some  will  be  wholly  owned 
and  just  part  of  our  existing  business, 
others  with  multiple  parties. 
Will  your  various  ventures  get  you  into 
retail  brokerage,  where  you  have  been  a 
no-show? 
Really  good  firms  take  what  they  do  and 
focus  on  it.  The  world  is  filled  with  big  finan- 
cial institutions,  some  of  which  don't  do  any- 
thing particularly  well.  We  want  to  focus.  We 
don't  want  to  be  a  financial  services  con- 
glomerate. An  example  of  what  we  do  well  is 
in  the  high  end  of  the  high-net-worth  mar- 
ket. It's  a  business  we've  always  been  in,  and 
we  intend  to  continue  focusing  on  it.  —N.W. 


The  company  has  rolled  out  similar  products  for  foreign 
I  hange  and  European  bonds,  and  one  for  mortgages  is  due 
sin.  By  year-end  it  aims  to  put  most  of  its  17  fixed-income, 
a  rency  and  commodity  product  lines  on  Web  ET. 

Central  to  this  system  is  an  automated  pricing  system  de- 
li ted  by  Goldman's  50-person  "quant"  team.  These  charac- 
N  ■  relax  by  staging  skateboard  races  around  a  maze  of  cubi- 
b ;  in  their  office.  They  laid  in  a  combination  of  Treasury 
ptcing  data  and  algorithms  that  mirror  the  thought 
p  cesses  traders  use  when  mentally  pricing  trades,  factoring 
»>rder  size  and  activity  in  related  markets. 

I  The  firm's  superiority  in  this  area  is  clear.  The  pricing  sys- 
Ui  was  first  used  in  an  earlier  effort,  TradeWeb,  a  broker 
R  sortium  that  lets  investors  query  dealers  by  computer  for 
|;es,  await  a  response  and  trade.  But  traders  still  set  the 


final  price,  and  the  process  took  six  seconds. 

Goldman's  version  could  offer  a  price  in  300  millisec- 
onds— 20  times  as  fast.  Buchalter  cranked  down  the  speed  in 
TradeWeb  so  his  rivals  wouldn't  notice  how  fast  it  was.  "We 
didn't  want  to  start  an  arms  race,"  he  says. 

Next  up:  MuniGroup.com,  jointly  owned  by  Goldman, 
PaineWebber  and  Spear  Leeds  Kellogg.  It  launches  in  a  few 
months  and  will  put  their  municipal  bond  inventory  online, 
through  E-Trade  and  TD  Waterhouse,  giving  Goldman  na- 
tional distribution  at  a  small  cost. 

Another  electronic  foray,  E-Offerings,  handles  new  bond 
issues.  The  World  Bank  last  year  wanted  to  be  the  first  debt  is- 
suer to  make  the  entire  offer  available  online.  Goldman  won 
the  contract  and  brought  in  Charles  Schwab  Corp.  to  line  up 
takers  among  its  millions  of  retail  customers. 


000  miles 


amount  of  cable 
in  New  York 
headquarters 


30.000 


number  of  phone 
lines  in  New  York 
headquarters 
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OVER   STORY 


ATILITY 


SHORT-TERM  GREEDY? 


Goldman  Sachs  Group  may  be  the 
platinum  standard  in  technology 
underwriters,  but  investors  in  many 
of  its  new  issues  may  feel  like  they 
bought  fool's  gold  lately. 

Goldman  has  lead-underwritten  56 
new  tech  issues  since  early  1999,  ac- 
counting for  17%  of  the  $44  billion 
raised  in  this  sector— more  than  any 
other  firm,  says  Securities  Data  Corp.  But 
40%  of  these  stocks  now  trade  for  less 
than  their  offering  prices.  Flowers.com 
came  out  at  $21  and  now  trades  at  $4.69; 


PlanetRx.com  is  down  from  $16  to  $3.56. 

"We  were  aggressive  last  year  in  busi- 
ness-to-consumer [e-tailers],  a  group 
that  has  fallen  out  of  favor,"  says  Bradley 
Koenig,  Goldman's  top  technology  invest- 
ment banker.  Exclude  those  stocks,  how- 
ever, and  42%  of  Goldman's  Web  IPOs  are 
down  from  their  opening  prices,  versus 
11%  for  Morgan  Stanley  Dean  Witter. 

That  poses  a  question:  Has  the  firm 
that  prides  itself  on  being  "long-term 
greedy"  lent  its  name  to  some  dicey  busi- 
ness propositions  to  make  a  quick  kill? 


It  handled  twice  as  many  high-tech 
offerings  last  year  as  it  did  the  year  be- 
fore—then beat  that  record  in  the  first 
four  months  of  this  year. 

For  Goldman,  it  may  signal  a  money 
machine  revving  too  fast.  It  excels  at  tak- 
ing companies  from  incubation  to  public 
offering,  then  on  to  debt  financing  and 
mergers.  It  even  manages  the  wealth  of 
execs  at  its  underwriting  clients,  provided 
they  have  at  least  $5  million  to  invest.  But 
whether  the  IPO  buyer  hits  $5  million 
seems  to  be  lower  on  the  agenda.  —  N.W. 


Result:  The  $3  billion  10-year  issue  was  oversubscribed, 
one-third  of  it  went  out  electronically  and  20%  ended  up  in 
the  hands  of  550  small  investors  in  the  U.S.  "There  is  some- 
thing powerful  in  the  idea  of  a  small  Iowa  investor  putting 
$1,000  in  a  $3  billion  bond  issue  at  the  same  time  a  New 
York  investment  manager  is  buying  $100  million,"  says 
Gumersindo  Oliveros,  a  World  Bank  finance  director. 

On  the  equities  side,  Goldman  braces  for  the  day  when 
brokers'  spreads  all  but  disappear.  It  envisions  an  "open-ac- 
cess" system  where  all  information  is  free  and  the  firm  makes 
a  market  only  where  it  wants.  "It  could  give  hundreds  of 
(traders]  the  opportunity  to  improve  the  pricing  of  your 
order,  instead  of  only  one  or  two,"  says  Niederauer,  Gold- 
man's equity  derivatives  honcho. 

The  key  to  success  will  be  exploit- 
ing the  best  pricing  and  trading  tech- 
nology. That  is  where  Hull  Group,  a 
derivatives-trading  firm  that  Goldman 
bought  last  year  for  $550  million, 
comes  in.  Hull's  slick  algorithms  and 
quantitative  models  let  it  control  a 
leading  share  of  global  electronic  trad- 
ing in  equity  options. 

In  Japan,  Goldman  has  taken  a 
43%  share  of  Tokyo's  electronic  stock- 
options  market  by  attaching  Hull's 
complex  pricing  models  to  its  own 
know-how.  Upside:  The  more  volatile 
markets  arc,  the  more  Hull's  precise 
pricing  and  split-second  execution  can 
help.  "When  markets  go  crazy,  this  in- 
vestment really  pays  off,"  says  Arthur 
Margulis,  Hull's  president. 

It  is  why  Hull  has  been  racking  up 
record  profits  in  recent  weeks  as  global 
markets  have  bounced  all  over  the 
map.  The  small  outfit  also  could  play  a 
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key  role  in  a  virtual  retail  strategy  for  Goldman,  whose  lac 
of  a  network  of  retail  brokers  was  seen  as  a  liability  when  th 
firm  went  public  last  year.  Now  Goldman  could  ally  wit 
regional  brokerages.  Hull  could  aggregate  all  orders  and  e> 
ecute  them  electronically. 

Niederauer  says  outsiders  ask  him  why  Goldman  is  i 
such  a  hurry  to  overhaul  itself.  His  answer:  Once  Goldma 
starts  "walking  around  saying  everything  is  just  great,"  it  wii 
become  a  Harvard  Business  School  case  study  on  how 
company  frittered  away  its  franchise. 

That  kind  of  fear  and  "long-term  greedy"  thinking  hi 
made  Goldman  Sachs  a  survivor  since  the  days  of  the  fir; 
telephone.  The  attitude  will  serve  it  well  in  the  tumultuoi 
decade  ahead. 


Looking  for  a  Strategy  that  Clicks 


Hank  Paulson  doesn't  know  just  how  and  when  the  financial  markets  will  morph, 
but  one  day  humming  computers  will  replace  screaming  traders.  So  Goldman  Sachs 
practices  what  it  preaches  to  clients,  spreading  out  its  dot-com  bets. 


Venture 


Trade  Web 


Launch  date  Description/ownership 


January  1998  First  large,  multidealer  electronic  inquiry  system 

for  bond  traders.  Ownership:  Undisclosed 


WcbET 


September  1998  First  system  enabling  bond  traders  to  execute  electronic 

trades  live-up  to  $100  million  by  computer. 
Ownership:  100% 


E  Offering 


January  2000  Electronic  market  for  new  bond  issues.  Used  to  issue  $22 

billion  in  bonds  in  first  two  months.  Ownership:  100% 


Archipelago 


January  1997  Low-cost  trading  network  seeking  to  become  full-fledged 

exchange  by  the  fall.  One  of  six  Goldman  has  invested  in. 
Ownership:  12.5% 


BondOesk.com 


2000 


Online  bond  platform  to  let  regional  and  online  brokers  offer 
Goldman  bond  inventory  to  clients.  Ownership:  100% 


Intercontinental 
Exchange 


2000 


Joint  venture  electronic  market  for  energy,  metals 
and  other  commodities.  Ownership:  Undisclosed 


Real  Estate 


2000 


Electronic  market  for  sales  and  leasing  of 
commercial  properties.  Ownership:  100% 


GS.com 


2000 


New  Web  site  to  debut,  for  wealthy  investors. 
Ownership:  100% 


t  takes  more  than  technology 
to  turn  around  a  business. 


Trying  to  keep  up  with  every  new 
spin  in  technology  can  be  exhausting. 
And  if  your  goal  is  lasting  success 
in  the  electronic  economy,  your 
effort  may  also  be  futile. 

Because  today's  strongest  brands, 
new  or  old,  are  those  that  have  a 


Visit  us  at  ac.com. 


comprehensive  vision  that  includes 
technology,  but  goes  far  beyond  it. 
Across  continents  and  cultures, 
Andersen  Consulting  is  working 
with  organizations  of  diverse  ages 
and  sizes,  helping  each  create  an 
optimal  balance  among  strategy, 


technology  and  infrastructure. 

Because  these  days  no  one  has 
time  to  go  around  in  circles. 


Andersen 
Consulting 
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Sit  back  in  your  bolstered,  leather-trimmed  seat  and  enjoy  the  performance  of  the  new  225-horsepower  3.2CL.  An* 
power    of  its    custom    Acura/Bose*    Music    System    with    a    unique    in-dash    6-disc    CD    changer    and   six    speo^ 


J,"'A i  DivMon  of  Aim-now  H 


if  you  should  choose  to  listen  to  it  in  the  260-hp  CL  Type  S,  you  could  actually  leave  the  rest  of  the  world 
Introducing         the        3.2CL.      ®ACURA 


'.ven  sooner. 


For  more  information,  call  ISOO-TO-ACURA  or  go  to  www.acvra.com. 


IT  USED  TO  BE  gospel  in  academia 
that  markets  are  rational.  Now 
academics  do  systematic  studies  of 
how  loony  investors  can  be.  Maybe 
they  can  explain  the  surge  in  volatility. 

MAD,  MAD,  MALI, 

MARKET 

BY  SCOTT  WOOLLEY 

The  growing  democratiza-  trade  cheaply,  getting  in  on  the  action 

tion  of  the  stock  market  is  once  reserved  for  the  big  shots.  The 

a  good  thing,  right?  Indi-  number  of  households  holding  stock 

viduals  can  easily  access  has  jumped  from  19%  in  1993  to  50% 

tree    information    and  today.  Retail  trades  now  account  for 

180       FORBES.    May  15,2000 


two-thirds  of  Nasdaq  volume. 

But  this  democratization  of  trading 
and  the  reduction  in  frictional  cost; 
has  an  ominous  side.  It  has  sped  up  th 
pulse  of  the  market,  making  wil 
swings  wilder  and  faster.  How  do  yoi 
explain  a  stock  like  Hikari  Tsushin  fa 
p.  56),  up  tenfold  in  the  space  of  a  feii 
months,  down  by  a  factor  of  ten  a  h 
months  later?  Or  Certicom  (seep.  184, 
whose  pre-IPO  price  dropped  fror 
$150  to  $50  in  two  days,  with  scan 
change  in  its  prospects? 

For  decades  finance  professors  hav 
talked  about  the  "rational  markets  hy 
pothesis,"  the  notion  that  a  stock  pric 
accurately  reflects  all  available  inform; 
tion  about  the  company's  prospect 
Many  talk  differently  now.  A  growin 
body  of  academic  research — in  fielc 
ranging  from  psychiatry  to  anthropo 
ogy — explains  market  behavior  i 
terms  of  irrational  urges.  The  Journal  < 
Psychology  and  Financial  Markets,  th 
first  academic  journal  devoted  to  ir 
vestor  psychology,  warns  in  its  Marc 
debut  issue:  "People  do  not  behave  i 
gas  molecules,"  namely  as  independer 
actors  making  individually  randor 
movements  that  are  collectively  pre 
dictable.  No,  investors  act  more  lik 
herds  of  agitated  animals. 

One  big  question  on  market  ps\ : 
chologists'  minds:  How  will  the  mi 
lions  of  newcomers  to  the  stock  mai ; 


t, 


t — the  ones  who  didn't  experience 
i  \97b-7A  crash — react  to  prolonged 
very  deep  corrections?  We  know  how 
Vf  react  to  short,  sharp  shocks:  They 
■  on  dips.  That  explains  the  quick  re- 
very  from  the  August  1998  spill.  But 
lat  if  stocks  fell  50%  and  sat  there  for 
vee  years?  A  rerun  of  the  1970s,  pre- 
^:ts  Brian  Bruce,  a  money  manager 
■•  d  former  Southern  Methodist  Uni- 
1  rsity  finance  professor  who  studied 
irket  psychology,  will  send  a  lot  of 
ks  bolting  from  the  market. 
I  Researchers  have  also  simulated 
hiding  with  test  subjects — ordinary 
iople,  not  pros.  It  was  like  putting  the 
i;ater  fool  under  a  microscope.  A  re- 
«ht  compilation  of  150  such  experi- 
ii  ;nts  found  reliable  patterns:  Bidding 
1!  nzies  get  going  for  no  other  reason 
"Bin  that  others  are  buying.  And  the 
!  ility  to  buy  on  margin  helps  inflate 
I  ces.  Rather  reminiscent  of  the  mar- 
1'  's  recent  tech  mania. 
'  One  intriguing  avenue  of  inquiry  in 
i  irket  psychology:  so-called  thought 
i,  itagion.  This  explains  how  ideas  get 
t1  nsmitted  and  gain  force  the  more 
l:y  circulate.  Concepts  like  this  may 
ij  )lain  fads  like  Hula  Hoops  and  they 
ij'y  explain  some  of  the  outlandish 
ijiltiples   seen   in   Internet-related 
s;  cks.  Aaron  Lynch,  an  independent 
r  earcher  studying  the  phenomenon, 
H  s  the  Internet  (as  a  communications 


vehicle)  spreads 
delusions  about  the  Internet 
(as  an  investing  sector).  Peo- 
ple who  used  the  Internet  a  lot, 
says  Lynch,  were  easily  excited  by 
its  potential,  and  acted  on  wild  no- 
tions with  their  investment  dollars. 
They'd  e-mail  each  other  or  post 
chat-room  opinions  about  the  latest 
hot  stock.  Next  thing  you  know,  this 
crowd  was  pouring  money  into  busi- 
nesses with  little  or  no  profit,  like 
MicroStrategy  (at  150  times  sales)  and 
Milage  (at  50  times  sales). 

Or,  as  Lynch  puts  it  in  academic- 
speak:  "Armed  with  an  enriched  con- 
centration of  good  electronic  commu- 
nicators, the  shareholders  of  Internet 
companies  may  routinely  outdo  the 
shareholders  of  other  young  companies 
in  belief  transmission." 

The  stock  that  gets  talked  about  on 
the  Net  isn't  Ford  Motor,  despite  its 
strong  sales  and  large  cash  position, 
ripe  for  a  huge  dividend  payout.  Lynch 
found  that  Ebay  was  mentioned  in 
5,900  documents  on  the  Web  in  1998, 
Ford  in  only  1,300. 

Here's  another  market-psych  term: 
recency.  That  is,  the  investing  public  has 
no  historical  sense  and  pays  attention 


only  to 

the  most  recent  events. 

Remember  yesterday's  5%  advance? 

Yeah,  let's  do  it  again.  Remember  the 

1997-98  Asia  meltdown?  Uh,  no. 

Now,  don't  think  that  the  new  mar- 
ket psychologists  exempt  professional 
traders  from  the  ailment  of  emotional 
behavior.  The  pros  may  know  more 
about  the  market,  but  they  are  heir  to 
human  folly  as  well. 

Dr.  Richard  Geist,  a  former  Harvard 
Medical  School  psychology  faculty 
member,  just  left  teaching  after  29  years 
to  be  a  consultant  to  institutional  in- 
vestors, helping  them  identify  the  emo- 
tional issues  that  lead  to  bad  decisions. 

One  money  manager  came  to  him 
right  after  she  bought  a  stock  for  $20 
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and  watched  it  climb  to  near  $30,  then 
fall  back  to  the  low  teens.  The  fall  was 
triggered  by  a  company  announcement 
of  a  sales  force  restructuring.  She  was 
confident  the  market  was  just  spooked 
and  that  the  stock  would  soon  shoot 
back  up.  Despite  all  that,  she  wanted  to 
sell  in  the  teens. 

Why?  Says  Geist:  "One  of  the  emo- 
tional convictions  she  followed  is  that 
when  something  good  happens,  some- 
thing bad  is  sure  to  follow."  Since  the 
stock  had  briefly  shot  up,  making  her 
feel  good,  she  subconsciously  expected 
the  fall,  and  felt  she  deserved  it.  For- 
tunately, after  her  session  with  Geist, 
she  held  onto  the  stock  and  it 
rose  again. 

For  sensible  investors,  the  upside  of 
widespread  investor  irrationality  is  the 
opportunities  it  presents  to  capitalize 
on  other  people's  missteps.  The  bad 
news:  The  chances  of  your  acting  ratio- 
nally are  very  slim.  F 


FREUDIAN 
INVESTING 

Richard  Geist,  former  Harvard  psy- 
chiatry professor,  now  is  a  con- 
sultant to  big  money  managers. 
As  president  of  the  Institute  of  Psychol- 
ogy and  Investing  in  Newton,  Mass., 
this  shrink  offers  these  tips  to  avoid  a 
shrinking  portfolio: 

Keep  a  Journal.  By  recording  your  fi- 
nancial decisions,  patterns  of  irrational- 
ity will  likely  emerge. 
Get  Advice.  Share  investment  decisions 
with  a  small,  trusted  group.  Three  or 
four  is  usually  best.  Most  investment 
clubs  are  too  big.  Warren  Buffett  credits 
pal  and  partner  Charles  Munger  for 
being  his  invaluable  sounding  board. 
Don't  Fear  Dumping.  You  may  resist  sell- 
ing stocks  that  no  longer  fit  in  your  port- 
folio. It's  classic  separation  anxiety:  A 
stock  becomes  part  of  you.  Once  you 
realize  that,  it's  easier  to  let  go.    — S.  W. 
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THE  DOT-COM 
mess  hit  venture 
capitalists  like  a  cold 
towel  to  the  face. 
Will  they  sober  up? 

WHEN THE 

MUSIC 
STOPS 


BY  LUISA  KROLL 

Within  days,  even 
hours,  of  Nas- 
daq's tumble, 
venture  firms 
went  on  the  de- 
fensive, slashing  company  valuations, 
freezing  contracts  with  young  private 
companies  and  backing  out  of  deals  al- 
together. They're  forcing  companies  to 
rein  in  costs,  look  for  merger  candidates 
and  scrap  plans  to  go  public. 

The  private-equity  market  usually 
lags  the  public  markets  by  several 
months.  Not  this  time.  "It's  happening 
far  more  quickly  and 
with  more  ferocity 
than  anyone  could 
have  guessed,"  says 
lames  Breyer,  the 
managing  partner  at 
Palo  Alto,  Calif.- 
based  Accel  Partners. 
Late-stage  investors 
in  companies  Accel  has 
backed  are  devaluing  some  of  those 
firms  by  25%,  matching  the  recent  / 
Nasdaq  decline. 

Inevitably,  the  torrent  of  me-too 
dot-coms  will  slow.  The  bear's  sudden 
appearance  signals  a  return  to  yester- 
year, when  VCs  waited  years  for  a  pay- 


off, expected  fewer  blockbusters  anc 
reaped  more  modest  returns.  Palo  Alto 
Calif.-based  Trident  Capital  put  th< 
word  out  to  its  companies  to  slash  cost' 
and  hoard  12  months  of  cash,  warning 
them  they  might  have  to  wait  mucl 
longer  to  go  public. 

Liquidity  is  drying  up  throughou 
the  venture  food  chain.  Seed  stage  in) 
vestor  Venture  Frogs  is  already  turning 
to  debt  and  angel  money  for  the  8  o 
its  27  companies  still  short  capital. 

Some  of  the  greener  venture  in ! 
vestors  who  just  jumped  into  the  mar 
kets  are  now  pulling  out.  One  mutua 
fund  company  reneged  on  a  $50  mil 
lion  investment  when  the  markets  fell 
Later-stage  firms,  who  typically  in  '■ 
vest  in  private  companies  just  befon' 
they  go  public,  are  the  most  skittish.  Fo 
the  past  year  they  paid  whatever  price' 
were  demanded,  counting  on  th< 
greater  fools  abundant  on  Wall  Street 
But  many  of  them  are  getting  burned; 
as  newly  public  companies  like  Plan ' 
etRX  and  Pets.com  now  trade  belov1 
their  last  private  round. 

These  later-stage  folks  are  de 
manding  price  cuts  of  20%  to  50%' 
One  Wall  Street  firm's  private-equit/! 
group  froze  all  pending  contracts  witli 
private  companies. 

Silver  lining?  The  market  correctioi 
gives  venture  capitalists  more  leverage 
One  VC  firm  told  an  entrepreneur  h 
would  get  no  money  unless  he  took ; 
valuation  that  wa' 
half  of  what  ha( 
been  offered  a  weel 
earlier.  The  desperatii 
entrepreneur  agreed 
Many  venturl 
firms  are  also  goin;> 
into  what  could  b> 
a  long  down  cycl 
sitting  on   piles  o 
cash.  Technology  Crossover  Venture 
just  closed  a  $1.6  billion  fund,  plenr 
to  keep  its  current  investments  health 
for  a  few  years  and  make  new  ones.  A j 
least  it  has  the  money  in  hand.  Othe  j 
firms  still  raising  funds  better  hope  jit! 
tery  investors  don't  pull  out. 


)UMPING  of  insider  stock  contributed  to 
hie  recent  Nasdaq  spill.  How  many  of  these 
hares  still  loom  over  the  market?  A  lot. 


3VERHANG0VER 


' ROBERT  LENZNER 

Well-recognized 
contributor  to  the 
weakness  in  tech- 
nology shares  in 
early    spring:    a 
lall  flood  of  insider  shares  released  by 
i  expiration  of  lockup  periods. 
Get  ready  for  more  of  the  same. 
i  lere's  a  heavy  overhang  of  locked-up 
ares  about  to  be  sprung  loose. 
I  Companies  coming  out  of  the  gate 
,  ncally  offer  no  more  than  20%  of  their 
,  tstanding  shares  to  the  public.  Insid- 
i ,  whether  venture  capitalists,  directors 
executives,  are  restricted  from  selling 
?r  the  next  180  days.  For  sought-after 
■  h  firms,  a  temporarily  thin  supply  of 
I  ires  attracts  momentum  traders  who 
ve  prices  to  astronomical  levels.  The 
:k:  Get  out  before  the  lockups  expire. 
j  Too  late.  The  locks  are  coming  off  all 
;r.  Over  the  next  few  months  the  over- 
ag  of  shares  from  recent  stock  offer- 


ings could  easily  reach  half  a  trillion  dol- 
lars, says  the  Carson  Group,  an  advisory 
service  that  tracks  ownership.  (Carson 
disagrees  with  the  much  smaller  estimate 
offered  by  FORBES  columnist  Laszlo 
Birinyi  on  page  374.  Reason:  Carson 
counts  all  IPOs; 
Birinyi  counts  just 
Internet  IPOs.) 

Once-white-hot 
new  issues  such  as 
Virata  Corp.,  Terra 
Networks,  Next 
Level  Communica- 
tions and  Aether 
Systems  are  still  sell- 
ing at  more  than  300%  of  their  initial  of- 
fering price.  Can  those  prices  last  once 
the  supply  of  tradable  stock  balloons?  On 
May  12,  253  million  shares  of  Terra — 
about  equal  to  the  number  released  in 
the  initial  offering  last  November- 
eligible  for  sale. 


-were 


.ast  One  Out  Shut  the  Lights 

he  mandatory  lockup  periods  are  ending  for  some  $500  billion  worth  of  recently  issued 
nares.  Over  the  next  few  months  waves  of  insider  selling  are  likely  to  dampen  any 
ind  of  broad  market  rebound.  What  the  IPO  market  giveth,  it  taketh  away. 

J>mpany 

Recent 
price 

Change 
since  IPO 

Shares 
outstanding1 

Float 

Lockup 

expiration 

date 

Shares 

released 

(mil) 

(amaiTechnologies 

$70.00 

169.2% 

93.1 

10% 

4/25/00 

82.4 

ug  Power 

54.50 

263.3 

43.1 

14 

4/25/00 

25.1 

1  lartored  Semicon  Mfg 

70.75 

253.8 

128.1 

18 

4/26/00 

97.9 

ireless  Facilities 

52.88 

252.5 

40.2 

10 

5/2/00 

33.0 

;xt  Level  Communications 

91.75 

358.8 

79.8 

11 

5/7/00 

70.0 

1  irra  Networks 

62.88 

368.9 

280.0 

8 

5/12/00 

253.2 

J  rata 

71.00 

407.1 

22.7 

22 

5/14/00 

14.7 

myx  Technologies 

47.63 

240.2 

29.7 

19 

5/16/00 

23.2 

izztel 

50.75 

190.8 

52.2 

19 

6/5/00 

34.7 

uygen 

41.25 

157.8 

32.3 

19 

6/18/00 

17.0 

•tiler  Systems 

71.25 

345.3 

NA 

NA 

NA 

NA 

IPO  in  millions.  NA:  Not  available.  Source:  IPO.com. 


Symyx  Technologies,  a  hot  biotech 
outfit,  sold  30  million  shares,  or  19%  of 
the  company,  to  the  public  at  $14  in  No- 
vember. The  stock  rose  to  $80  before  set- 
tling recently  at  $41.  It  could  decline  fur- 
ther. On  May  16  another  23  million 
shares  held  by  Dow  Chemical,  BASF  and 
Unilever  will  be  eligible  for  sale. 

We're  not  worried,  says  Steven  D. 
Goldby,  Symyx's  chairman.  He's  con- 
vinced that  his  early  investors,  such  as 
venture  firms  Institutional  Venture  Part- 
ners and  Venrock  Associates,  as  well  as 
the  Pritzker  family  and  Bayer,  the  Ger- 
man drug  giant,  won't  sell  in  May. 

Telecom  equipment  maker  Next 
Level  Communications  trades  250,000 
to  300,000  shares  per  day  out  of  a  float  of 
8  million  shares. 
Starting  May  7,  mil- 
lions of  shares  were 
eligible  to  come  on 
the  market  after 
employees  were  al- 
lowed to  exercise 
their  options.  Mo- 
torola is  twiddling 
its  thumbs  with  an- 
other 65  million  shares.  But  that  doesn't 
mean  Next  Level  expects  a  wave  of  sell- 
ing. "We  could  have  sold  10  million  to 
20  million  shares  six  weeks  ago,"  says 
lames  Wandrey,  chief  financial  officer. 

Akamai  Technologies,  a  Web  infra- 
structure company,  was  one  of  the  most 
spectacular  success  stories  of 
1999.  In  late  October  it  sold  93 
million  shares,  or  10%  of  the 
company,  at  $26.  The  stock  rose 
to  $345  before  tumbling  to  $85 
today.  On  Apr.  25  another  82 
million  shares  held  by  institu- 
tional investors  were  unlocked. 
"Akamai  will  get  creamed," 
predicts  Jeffrey  Kirschkorn,  se- 
nior market  analyst  at  IPO.com, 
a  market  information  service. 

Investors  in  new  issues 
should  have  a  new  rule  of 
thumb:  Hold  your  shares  for  180 
days  and  no  longer — unless  you 
want  to  sell  into  the  overhang. 
Mark  your  calendars  now.      F 
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INVESTORS  and  companies  alike 
had  better  hold  on  tight — the  stock 
markets  may  yet  swoon  again. 

FAINTING 


BY  ELIZABETH  CORCORAN 
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ichard  Dalmazzi  had  don 
everything  right.  The  < 
of  Certicom,  which  builc 
security  products  for  \ 
ess  technology,  had  ji 
wrapped  up  his  first  U.S.  investor  ro 
show:  80  pitches,  17  cities  and  more  1 
enough  eager  investors.  All  that  re 
mained  was  to  price  Certicom's  2 
lion  shares  and  pop  the  champagr 
when  trading  started  on  Nasdaq. 

That  pricing  was  supposed  to  ha 
pen  on  Apr.  11.  No  such  luck.  Instea< 
Dalmazzi  became  a  slave  to  CNBC  as  1 
watched  the  market  melt — and  with 
Certicom's  shot  at  raising  $300  millic 
The  bankers  spelled  out  the  obvioi 
"Rick,  we  can't  get  out  the  door  tod 
It's  just  too  volatile." 

Any  way  you  measure  it,  Nasdaq  h; 
grown  more  volatile  in  the  past  tw 
years.  That  volatility  is  not  going  to  si 
side  soon.  At  least,  this  is  what  the  pricir 


of  Nasdaq  100  op- 
tions tells  us,  and 
options  traders  prob- 
ably know  what  they 
are  doing. 
"I  blame  it  on  the  Internet,  the  herd 
njntality  and  having  the  tools  and 
piver  to  react  to  information,"  says 
i;  lyst  Gregory  Smith  of  Chase  H&Q  in 
i  Francisco.  He  notes  that  even  the 
iii  aday  swings  in  Nasdaq  pricing  are 
uj  dramatically.  "The  market  is  absorb- 
iii  —and  reacting  immediately — to  in- 
fo nation,  rather  than  letting  it  bleed 
tbugh." 

'The  violent  ups  and  downs  fre- 
q  ntly  have  little  to  do  with  the  funda- 
a,  ital  value  of  a  company.  But  that's 
Ot  I  comfort  to  Certicom  and  the  other 
oq  lpanies  that  were  slated  to  launch  on 
N  daq  in  the  three  days  after  the  Apr. 
1 1  larket  dive.  As  many  as  a  dozen  were 
fcj  ed  to  postpone  or  even  withdraw 
fcj  r  offerings  entirely. 
The  companies  that  follow  them 
I  find  the  route  to  Nasdaq  far  harder 
iy.  "This  market  downturn  signaled 
thi  ?nd  of  the  beginning,"  says  Rodney 


W.  Schrock,  chief  executive  of  Al- 
taVista, which  also  tabled  plans  for  an 
initial  public  offering.  The  Internet 
may  offer  plenty  of  value,  he  adds,  but 
investors  are  wary. 

Consider  a  few  facts.  Vasdy  more  in- 
dividual traders  than  ever  before  are  able 
to  flip  stocks  with  a  few  clicks  of  a 
mouse.  Day  traders  in  their  pajamas  and 
pros  at  their  polished  desks  all  see  the 
same  information:  earnings  hints 
from  companies,  estimates  by  ana- 
lysts tallied  by  First  Call,  the  "whis- 
per" numbers  and  rumors  on  trad- 
ing bulletin  boards. 

Companies  do  accounting  ac- 
robatics to  "meet  the  numbers," 
provoking  violent  reactions  when 
per-share  results  are  even  a  penny 
shy  of  "expectations."  One  execu- 
tive confides  that  he  worries  more 
about  the  SEC  clamping  down  on 
reporting  requirements  than  about 
the  Federal  Reserve  raising  interest 
rates. 

Stanley  Levine,  who  directs 
quantitative  research  for  First 
Call,  even  worries  about  slow 


news 
days.  Historically 
the  market  was  weaker  in  the  weeks 
when  there  weren't  any  earnings  re- 
ports. But  these  days  traders  are  like 
kids  with  attention  deficit  disorder,  he 
says,  unable  to  bear  the  lack  of  activity. 
"What  are  all  these  ADD  types  doing? 
The  whole  market  needs  Ritalin." 

One  sign  of  just  how  far  investors 
are  willing  to  reach  for  an  earnings  fix: 
Chase  H&Q's  Smith  recently  reported 

More  to  Come? 


Expectations  of  future  volatility  can  be  seen 
in  the  prices  of  options  on  the  Nasdaq  100 
index.  This  chart  tracks  the  annualized 
volatility  implied  by  option  prices. 

80% 


70 


Volatility  Implied  by  the 
Prices  of  Index  Options 


Source:  Bloomberg  Financial  Markets. 
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that  trading  in  wild  OTC  Bulletin 
Board  stocks  erupted  early  this  year. 
It  was  up  more  than  fourfold  in  Feb- 
ruary from  a  year  ago.  Average  daily 
trading  volume  in  such  stocks  now 
tops  a  billion  shares. 

That  hunger  for  profits  is  contagious, 
turning  all  investors  into  momentum 
players — even  professionals.  "For  insti- 
tutions, the  rule  of  thumb  is  you  don't 
fight  the  tape,"  says  Cristina  M.  Morgan, 
managing  director  for  investment  bank- 
ing at  Chase  H&Q.  Money  managers  get 
evaluated  against  their  peers;  if  the  mar- 
ket slides  300  points  and  a  money  man- 
ager stays  fully  invested,  clients  will  pull 
out  of  the  fund.  "Only  a  very,  very  small 


selling  out  altogether.  On  Apr.  18  Open- 
Site  canceled  its  initial  offering  and  said 
it  had  been  acquired  by  Siebel  in  a  stock 
swap  worth  $440  million. 

When  Dalmazzi  started  Certicom's 
roadshow  in  Europe  on  Mar.  20,  the 
market  still  seemed  strong.  Started  in 
Mississauga,  Ont.  in  1985,  the  company 
builds  encryption  software  for  cell 
phones,  Palm  units  and  the  like.  Its  in- 
vestors include  Motorola  and  Microsoft 
billionaire  Paul  Allen,  and  its  partners 
are  big  names  in  wireless — Qualcomm 
and  Palm  among  them.  Certicom  has 
been  listed  on  the  Toronto  exchange 
since  1995,  but  Dalmazzi  wanted  to  tap 
Nasdaq  for  more  funding. 


head  enough  to  know  that  it  wasn't 
nightmare." 

AltaVista  had  a  compelling  stor 
too:  It  was  one  of  the  Web's  first  powei 
ful  search  engines  and  is  still  one  of  th 
most  frequently  visited  sites.  Schrock 
team  figured  a  weaker  market  sti 
played  to  AltaVista's  strengths  becaus 
its  brand  is  so  widely  known.  By  th 
morning  of  Friday,  Apr.  14,  Schroc 
knew  the  show  was  over. 

"We  started  one  meeting  with  a 
investor  saying,  'We're  interested  i 
hearing  your  long-term  story,  eve 
though  I  know  you're  not  going  to  gi| 
the  deal  done,'"  Schrock  says.  Durin 
such    upheaval,   it    doesn't   matte 


imine  Sales  Hit  an  Alltime  High 


Itchy  day  traders  feed  on  Nasdaq's  volatility.  Their  volume  (tracked  by  the  Chase  H&Q  Index)  fed  both  the  ascent  and  swoon. 
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percentage  of  people  have  the  financial 
security,  willpower  and  personality  to 
buck  the  trend,"  she  says. 

Add  to  that  fickle  demand  and  an 
equally  fickle  supply,  namely  the  flood  of 
insiders'  stock  slated  to  be  "unlocked"  in 
coming  months  (see  story,  p.  183). 

For  some  companies,  it's  too  much 
to  bear.  OpenSite  Technologies,  a  devel- 
oper of  online  auction  software  in  Re- 
search Triangle  Park,  N.C.,  got  hit  twice 
by  market  volatility.  "It's  not  exacdy  a 
happy  experience,"  says  Michael  Brader- 
Araje,  founder.  OpenSite  first  hoped  to 
go  public  last  summer,  only  to  see  its 
chances  fizzle  when  the  market  plunged 
in  August.  A  few  months  ago  OpenSite 
decided  to  try  it  again,  but  this  time  also 
began  talking  with  Siebel  Systems  about 


95        96         '97 

Source  Chase  H&Q  research 


Midway  through  the  tour,  the  market 
had  a  fainting  spell.  "We  lost  a  third  of 
our  value  in  one  day,  then  the  market  ral- 
lied," Dalmazzi  says.  Just  be  thankful  we 
aren't  pricing  this  week,  his  bankers  told 
him.  "It's  only  funny  in  retrospect." 

On  that  following  fateful  Tuesday 
morning,  Dalmazzi  did  just  what  he  was 
supposed  to  do,  appearing  at  the  New 
York  offices  of  Certicom's  investment 
banking  team  to  await  the  final  pricing 
and  a  celebration.  Tuesday  afternoon  the 
bankers  recommended  Dalmazzi  hang 
tough.  They  said  the  same  on  Wednes- 
day afternoon.  On  Thursday  reality 
kicked  in.  "I  was  expecting  to  raise 
money  at  $  1 50.  And  when  the  prices  set- 
ded  [on  Thursday]  my  price  was  at  $50," 
Dalmazzi  says.  "I  have  finally  shaken  my 


1999  !   2000 

Sources.  The  OTC  Bulletin  Board;  Chase  H&Q  research 

whether  the  market  is  going  up  < 
down — investors  aren't  interested 
new  opportunities,  he  says. 

Any  chief  executive  worth  his  or  h 
options  these  days  resolutely  says  tl 
market  will  be  healthy  when  compani 
get  more  "sensible"  valuations.  Investo 
will  then  look  for  quality  rather  than  tl 
latest  momentum  play.  It  did  get  era 
earlier  this  year,  says  Brader-Araje:  "A  1 
of  investors  were  afraid  if  they  didr 
move  quickly  they'd  be  shut  out  of  a  de 
that  could  be  the  next  Yahoo  or  Excite 

Burned  by  a  downturn,  investors  m 
be  willing  to  spend  more  time  analyzu 
prospective  investments.  Perhaps.  B 
with  day  traders  still  scouring  for  big  hi 
volatility  will  remain  a  fact  of  life.  Kei 
those  smelling  salts  close  at  hand. 
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regional  and  international  air  links 
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Highly  qualified  bilingual  staff  and  very 
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WORTHLESS  stock  options  force  tech  firms  tics>  an  e  commerce  software  fi™ 
to  choose  between  profits  and  employees. 


BREATHING 

UNDERWATER 


BY  ELIZABETH  MACDONALD 

Trouble  on  Nasdaq  has  sud- 
denly  thrust   a   painful 
Hobson's  choice  on  some 
of  the  hottest  high-tech 
companies:     Should 
they  reprice  underwater  options? 
If  they  don't,  their  talent  may  de- 
part. If  they  do,  they  create  a  nasty 
earnings  problem. 

The  reason  for  this  strange  dilemma 
is  a  new  set  of  rules  on  how  option  costs 
should  be  treated  on  a  company's  books. 
When  options  are  first  issued  they  get  le- 
nient treatment:  The  value  doesn't  count 
in  compensation  costs  even  when  the 
employee  cashes  in  the  option.  Once  a 
firm  reprices  an  option,  however,  the  ac- 
countants take  out  their  red  pencils.  Any 
subsequent  stock  appreciation  over  the 
exercise  price  is  subtracted  from  profits. 

Example:  Acme  Technologies  gives 
workers  $20  options  when  the  stock  is  at 
$20.  As  the  share  price  climbs  to  $200,  the 
prospective  $180  benefit  to  the  workers 
appears  nowhere  in  the  cost  of  operations. 
Now  say  the  stock  drops  to  $  1 5  and  Acme 
resets  the  strike  price  at  $15.  A  recovery 
to,  say,  $25  now  creates  a  $10-an-option 
compensation  cost  for  the  income  state- 
ment, even  for  options  still  outstanding. 

"This  absolutely  is  a  tough  issue. 
We're  smack-dab  in  the  middle  of  it," 
says  Etoys  spokesman  Ken  Ross.  Execu- 
tives at  Musicmaker.com,  whose  stock  is 
down  93%  in  the  past  year,  pondered  the 
choices  and  decided  against  redoing  op- 


Gasping  for  Air 


tions.  "Our  intention  is  to  take  our  stock 
to  an  incredible  high,  instead.  You'll  al- 
ways find  one  or  two  disgruntled  people 
looking  for  a  quick  buck  who  will  leave, 
but  we  have  no  intention  of  repricing," 
says  Mark  Fowler,  chief  financial  officer. 

Already  3Com,  Intel  and  Cisco, 
among  others,  have  gone  ballistic  over 
the  rule,  contending  it  will  blow  up  the 
tech    sector    and 
force  an  exodus  of 
talent.  Executives 
say     the     change 
comes  at  the  worst 
time,    when    the 
stocks  of  more  than 
300  dot-coms  have 
fallen  by  .50%  or 
more  in  the  past 
year  (see  table). 

E-Stamp,  whose 
stock  has  plunged 
92%,  bit  the  bullet 
and  told  employees 
it  won't  reprice  since 
shareholders  might 
holler.  But  Manugis- 


repriced  about  1.5  million  options  in  Feb 
ruary  1999,  before  the  rule  took  effect 

"We  decided  retaining  our  people  wa 
critical  to  our  future,"  says  Raghavan  Ra 
jaji,  Manugistics'  chief  financial  officei 
But  the  move  would  have  widened  th 
firm's  loss  by  13%,  or  an  extra  $12  mil 
lion,  had  the  new  FASB  rule  been  in  fora 
says  Fredric  Russell,  a  money  manager  ij 
Tulsa,  Okla.  Russell  figures  the  option 
were  reset  from  an  average  weighted  pric 
of  $17  to  $9.  Manugistics  disputes  Rus 
sell's  numbers,  but  won't  disclose  detail! 
The  move  could  cost  plenty  now — th 
stock  lately  is  up  to  $36  on  Nasdaq. 

Are  options  incentives  or  handouts 
Several  studies  show  that  firms  typicall 
reprice  after  management  blunders,  nc 
after  broad  market  or  industry  down 
turns.  It  is  widely  suspected,  but  impos 
sible  to  prove,  that  some  executives  man 
age  earnings  purposely  to  tank  thei 

stock  so  they  can  reset  and  pock 
hefty  subsequent  gains. 

Even  if  companies  with  underwatt 
options  don't  reprice,  shareholders  ca, 
still  lose.  Executives  simply  will  grant  nei 
options  at  deflated  prices,  with  shorte 
vesting  periods.  That  way  they  take  n 
hit  to  earnings  at  all.  "That  creates  fur 
ther  dilution — but  what  else  can  the 
do?,"  says  Mark  H.  Edwards,  chief  execn 
utive  of  Iquantic,  which  advises  tea 
firms  on  options  plans. 
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These  technology  stocks  have  seen  some  of  the  steepest 
plunges.  With  options  deeply  submerged,  executives  at 
these  firms  may  be  forced  to  reprice  or  risk  losing  talent. 

Company 

Recent 
price 

52-week 
high 

Price  change  Outstanding;  1 

vs52-wk        options  1 

high            (000) 

Value  America 

$1.70 

$43.25 

-96%           5,098 

E-Leaa 

3.25 

74.38 

-96             3,746 

DrKoop.com 

2.38 

45.75 

-95            11,219 

Beyond.com 

1.97 

37.00 

-95             5,988 

Etoys 

4.75 

86.00 

-94            20,823 

ASO  Systems 

2.00 

32.38 

-94                747 

FlashNet  Communications 

2.78 

42.75 

-93                959 

Musicmaker.com 

2.00 

28.13 

-93             2,345 

Tbeslobe.com 

2.50 

34.94 

-93             4,302 

E-Stamp 

3.50 

44.88 

-92             2,260 

Sources:  FactSet  Research  Systems:  Forbes. 

i 

Special   Ad  %/e r t i  sing  ■Section 


nmm 


itish  Airways' 
iness-class  cabin 


HE  POWER  AND  THE  PERKS 


"he  Airlines  Learn 
/lore  Is  Better 

her  years  of  giving  corporate  travelers  less 
^)ace  and  less  service  for  their  fare  dollar,  airlines 
ie.  beginning  to  load  up  on  perks.  First-class 
jers  now  get  beds,  and  even  coach  customers 
Ie  getting  a  few  extra  inches  of  legroom. 


j  t  may  be  too  early  to  proclaim  the 

i  end  of  the  era  of  sardine-can  seat- 

',  and  cattle-car  flight  conditions, 

t  the  world's  most  important  air- 

hs  have  finally  gotten  the  message: 

ire  is  better. 


II 


More  space  is  better.  More  legroom 
is  better.  More  comfort  is  better.  More 
reclining  seats  are  better.  More  in-flight 
beds  are  better.  More  service  is  better. 
More  of  everything  in  exchange  for  the 
extravagant  amounts  that  executive 


travelers  pay  for  the  dubious  privilege  of 
jetting  around  the  world  to  do  business. 

"We  did  a  lot  of  soul-searching  about 
the  kind  of  airline  we  want  to  be  and 
how  we  hope  to  be  perceived,"  said 
American  Airlines  Chief  Executive  Don 
Carty  earlier  this  year  when  he 
announced  his  revolutionary  decision 
to  add  more  legroom  to  every  coach 
seat  American  flies.  "At  some  point  in 
the  past  several  years,  the  industry  lost 
its  way  over  basic  customer-service 
issues.  We  decided  we  wanted  to  put  a 
better  product  out  there." 

The  more-is-better  movement  in  the 
airline  world  is  a  welcome  relief  for 
executive  travelers  who  have  spent 
years  paying  more  but  getting  less. 
After  decades  of  making  do  with 


Advertisement  2 


sub-par  or  indifferent  airline  service, 
executive  fliers  are  suddenly  the  prime 
target  of  an  industry  desperate  to 
make  amends  for  past  indiscretions. 
Airlines  are  beginning  to  lay  on  the 
perks  and  develop  a  dazzling  array  of 
product  innovations.  In-flight  beds  in 
first  class,  a  novelty  five  years  ago,  are 
now  the  minimum  standard  for  any  air- 
line hoping  to  woo  high-profit,  long-haul 
customers.  Beds  are  beginning  to 
appear  in  business  class,  too.  Even  in 
coach,  as  American's  recent  decision 
shows,  a  comfortable  flight  is  no 
longer  a  physical  impossibility. 

FIRST  BEDS  IN  FIRST 

The  roots  of  the  quality  movement 
are  not  hard  to  trace.  They  date  back 
to  1996  when  British  Airways  (BA)  rev- 
olutionized travel  with  the  "flying  flat 
bed"  in  its  first-class  cabin.  BA's  inno- 
vation has  forced  all  carriers  to  raise 
their  standards  from  the  front  cabin 
to  the  back  of  the  plane.  Five  years 
later,  BA's  first  class  is  still  the  world- 
wide pacesetter. 

BA's  first  class  has  no  rows  and  no 
seats  in  the  traditional  sense,  but 
rather  employs  an  arrangement  of  pri- 
vate compartments  that  are  tilted 


toward  the  aircraft's  windows.  The  seat- 
back  becomes  a  headboard  and  the 
main  seat  reclines  into  a  flat  bed. 
Extremely  spacious  at  6-feet,  6-inches 
long,  the  bed  is  outfitted  with  duvets, 
blankets  and  pillows.  Passengers  on 
night  flights  even  receive  customized 
pajamas.  Each  of  BA's  leather-  and 
wood-trimmed  private  compartments 
also  features  a  guest  seat  for  visitors, 


cashmere  and  chenille  fabrics.  In-sea 
power  for  laptop  computers  also  i 
being  added. 

AFTER  THE  REVOLUTION 

BA's  flying  beds  set  off  a  slew  of  ail 
borne  imitators.  During  the  last  fivi 
years,  more  than  a  dozen  airlines  havi 
revamped  their  first-class  cabins  ti 
match  BA's  initiative.  Singapore's  first 
class  SkySuite,  for  example,  offers  ai 
inflatable  mattress  and  a  14-incl 
video  monitor.  Lufthansa's  sleepe 
seat  offers  separate  compartment 
for  shoes,  bottles  and  flowers.  Swis 
sair's  new  first-class  product  come' 
complete  with  foldaway  dining  table 
and  ottomans. 

"Beds  are  the  cost  of  entry  for  a  ser 
ous,  long-haul,  first-class  product,"  say 
Ken  Groves,  vice  president  of  marke 
ing  for  the  Americas  at  Qantas  Airways 
"When  you've  got  passengers  for  12  0 
14  hours,  you  must  offer  them  ai 
opportunity  to  sleep  comfortably,  enjo 


"Beds  are  the  cost  of  entry  for  a  serious,  long-haul,  firs 
class  product,"  says  Ken  Groves  of  Qantas  Airways 
"When  you've  got  passengers  for  12  or  14  hours,  ya 
must  offer  them  an  opportunity  to  sleep  comfortably. 


a  spacious  table  that  accommodates  a 
desk-size  load  of  paperwork  or  dinner 
for  two,  a  global  satellite  telephone,  a 
television  monitor  and  a  fiber-optic 
reading  light.  Passengers  can  pick  from 
dozens  of  video  titles  and  a  raft  of 
audio  and  video  channels.  And  when  a 
first-class  traveler  chooses  to  nod  off, 
a  sound-absorbing  screen  offers  total 
snoozing  privacy. 

British  Airways  is  upping  the  ante  fur- 
ther this  year,  refinishing  the  cabins  in 
Connolly  leather,  burr  walnut  wood  and 


wonderful  entertainment  and  exper 
ence  a  full  range  of  discriminatin, 
dining  options." 

The  Qantas  sleeper  seat,  for  exarr 
pie,  reclines  into  a  6-foot,  6-inch  bee 
But  it  also  offers  a  full  range  of  ele( 
tronic  adjustments  that  allows  it  ti 
function  as  a  cushy  armchair  and 
comfortable  lounge.  First-class  cuj 
tomers  can  choose  single  sleepers  0 
if  traveling  with  a  companion,  side-bj 
side  sleeper  seats.  The  seats  hav 
fiber-optic  reading  lights,  ottomard 


You  don't  settle  for 
dial-up  at  the  office.  Wh 
ut  up  with  it  on  the  roa 

men  you  travel,  make  sure  you  stay  at  a  hotel  that  offers  CAIS  Internet.  It's  30-50  times  faster  than  dial-up  service.  It's  in  more  hotels  than  any  other  provider.  And  all  you 
d  is  bring  your  ethernet  card,  plug  it  in,  and  get  to  work.  Check  it  out:  ALABAMA  —  Embassy  Suites  Montgomery,  Montgomery  334-269-5055  •  Hilton  Garden  Inn  Orange  Beach 
eachfront,  Orange  Beach  334-974-1600  ARIZONA  —  Hilton  Phoenix  Airport,  Phoenix  480-894-1600  •  Hilton  Scottsdale  Resort  and  Villas,  Scottsdale  480-948-7750  •  Hilton 
uites  Phoenix  Plaza,  Phoenix  602-222-1111  •  Holiday  Inn  Palo  Verde,  Tucson  520-746-1161  •  Marriott  University  Park,  Tucson  520-792-4100  •  Pointe  Hilton 
outh  Mountain  Resort,  Phoenix  602-431-6402  •  Pointe  Hilton  Squaw  Peak  Resort,  Phoenix  602-997-2626  CALIFORNIA  —  Anaheim  Orange  Hilton  Suites,  Orange 
14-938-1111  •  Beverly  Hills  Hilton,  Beverly  Hills  310-285-1380  •  Embassy  Suites  Monterey,  Monterey  831-393-1115  •  Hampton  Inn  &  Suites  Garden  Grove,  Garden  Grove 
14-703-8800  •  Hilton  Burbank  Airport  &  Convention  Center,  Burbank  818-843-6000  •  Hilton  Garden  Inn  Anaheim-Garden  Grove,  Garden  Grove  714-703-9100  •  Hilton 
arden  Inn  Arcadia-Pasadena,  Arcadia  626-574-6900  •  Hilton  Garden  Inn  LAX/EI  Segundo,  El  Segundo  310-726-0100  •  Hilton  Garden  Inn  Valencia  Six  Flags,  Valencia 
51-254-8800  •  Hilton  Inn  in  Torrance,  Torrance  310-540-0500  •  Hilton  La  Jolla  Torrey  Pines,  La  Jolla  858-558-1500  •  Hilton  Los  Angeles  Airport,  Los  Angeles  310-410-4000  • 
ilton  Palm  Springs  Resort,  Palm  Springs  760-320-6868  •  Hilton  Pasadena,  Pasadena  626-577-1000  •  Hilton  San  Francisco  &  Towers,  San  Francisco  415-771-1400 
Hilton-Long  Beach,  Long  Beach  562-983-3400  •  Hilton-Oakland  Airport,  Oakland  510-635-5000  •  Hilton-Whittier,  Whittier  562-945-8511  •  Holiday  Inn  Bay  Bridge, 
meryville  510-658-9300  •  Holiday  Inn  Northglenn.  Northglenn  303-452-4100  •  Holiday  Inn  Sacramento  Capitol  Plaza,  Sacramento  916-446-0100  •  La  Jolla  Marriott, 
j  Jolla  858-587-1414  •  Ontario  Airport  Hilton,  Ontario  909-980-0400  •  Pleasanton  Hilton,  Pleasanton  925-463-8000  •  Ramada  Hollywood,  Los  Angeles  323-660-1788  • 
fyndham  Garden  Hotels,  Sunnyvale  408-747-0999  COLORADO  —  Hilton  Garden  Inn  -  Denver  International  Airport,  Aurora  303-371-9393  •  Holiday  Inn  Denver  International 
irport,  Aurora  303-418-0400  •  Radisson  Hotel  Denver  Stapleton,  Denver  303-321-3500  •  Radisson  Inn  Colorado  Springs  North,  Colorado  Springs  71 9-598-5770  •  Radisson 
orth  Denver  Graystone  Castle,  Thornton  303-451-1002  CONNECTICUT  —  Hilton  Southbury,  Southbury  203-598-7600  DISTRICT  OF  COLUMBIA  —  Embassy  Square 
ummerfield  Suites,  Washington,  DC  202-659-9000  •  Hilton  Washington  and  Towers,  Washington,  DC  202-483-3000  •  Marriott  at  Metro  Center,  Washington,  DC 
52-737-2200  •  The  Capitol  Hilton,  Washington,  DC  202-393-1000  •  The  Washington  Court  Hotel  on  Capitol  Hill,  Washington,  DC  202-628-2100  •  Washington  Marriott, 
Washington,  DC  202-872-1 500  FLORIDA  —  Embassy  Suites  Tampa,  Tampa  81 3-977-7066  •  Hilton  Garden  Inn  Jacksonville  JTB/  Deerwood  Park,  Jacksonville  904-997-6600  • 
ilton  Garden  Inn  Lake  Mary,  Lake  Mary  407-531-9900  •  Hilton  Garden  Inn  Tallahassee.  Tallahassee  850-385-3553  •  Hilton  Naples  &  Towers,  Naples  941-430-4900  •  Hilton 
rlando-Altamonte  Springs,  Altamonte  Springs  407-830-1 985  •  Hilton  Palm  Beach  Airport.  West  Palm  Beach  561  -684-9400  •  Hilton  Sandestin  Beach  and  Golf  Resort.  Destin  850- 
57-9500  •  Radisson  Resort  Coral  Springs,  Coral  Springs  954-753-5598  •  Staybridge  Suites  by  Holiday  Inn,  Miami  305-500-9100  •  Staybridge  Suites  by  Holiday  Inn,  Naples  941- 
13-8002  •  Westin  Innisbrook  Resort,  Palm  Harbor  727-942-2000  •  World  Golf  Village  Resort  Hotel,  St  Augustine  904-940-8000  GEORGIA  —  Hilton  Atlanta  Airport,  Atlanta  404- 
37-9000  •  Hilton  Atlanta  and  Towers  Downtown,  Atlanta  404-659-2000  •  Hilton  Atlanta  Northwest,  Atlanta  770-953-9300  •  Hilton  Garden  Inn  Atlanta  North  Johns  Creek,  Duluth 
70-476-1 966  •  Hilton  Garden  Inn  Atlanta  Perimeter  Center,  Atlanta  404-459-0500  •  Holiday  Inn  Select  Atlanta  Airport,  South  College  Park  404-763-8800  •  Radisson  Riverfront 
otel,  Augusta  706-722-8900  •  Staybridge  Suites  by  Holiday  Inn,  Alpharerta  770-569-7200  •  Staybridge  Suites  by  Holiday  Inn  Atlanta  Perimeter,  Dunwoody 
78-320-0111  •  Westin  Peachtree  Plaza,  Atlanta  404-659-1400  HAWAII  —  Hilton  Hawaiian  Village,  Honolulu  808-949-4321  ILLINOIS  —  Doubletree  Club  Hotel,  Palatine 
17-359-6900  •  Hilton  Chicago  and  Towers,  Chicago  312-922-4400  •  Hilton  Chicago  O'Hare  Airport,  Chicago  773-686-8000  •  Hilton  Garden  Inn  of  Addison,  Addison 
30-691-0500  •  Hilton  Garden  Inn  Chicago  Downtown,  Chicago  312-595-0000  •  Hilton  Lisle-Naperville,  Lisle  630-505-0900  •  Hilton  Northbrook,  Northbrook  847-480-7500  • 
ilton  Oak  Lawn,  Oak  Lawn  708-425-7800  •  Hilton  Springfield.  Springfield  21 7-789-1 530  •  Oakbrook  Terrace  Hilton  Suites.  Oakbrook  Terrace  630-941  -01 00  •  Palmer  House  Hilton, 
hicago  31 2-726-7500  INDIANA  —  Ramada  Inn  Plaza  Hotel  Conference  Center,  Columbus  81 2-376-3051  IOWA  —  Collins  Plaza,  Cedar  Rapids  31 9-393-6600  •  Radisson 
avenport.  Davenport  31 9-322-2200  KANSAS  —  Hilton  Wichita  Airport  Executive  Conference  Center,  Wichita  31 6-945-5272  KENTUCKY  —  Hilton  Garden  Inn  Louisville  East, 
Duisville  502-297-8066  •  University  Plaza  Bowling  Green,  Bowling  Green  270-745-0088  LOUISIANA  —  Hilton  New  Orleans  Airport,  Kenner  504-469-5000  •  New  Orleans  Hilton 
iverside,  New  Orleans  504-561  -0500  MARYLAND  —  BWI  Airport  Marriott,  Baltimore  41 0-859-8300  •  Gaithersburg  Hilton,  Gaithersburg  301  -977-8900  •  Hilton  Garden  Inn  White 
larsh,  Baltimore  410-427-0600  •  Staybridge  Suites  Columbia/Baltimore,  Baltimore  410-964-9494  MASSACHUSETTS  —  Hilton  Logan  Airport,  Boston  617-568-6700 
ICHIGAN  —  Hilton  Garden  Inn  Plymouth,  Plymouth  734-420-0001  •  Hilton  Inn  Southfield,  Southfield  248-357-1100  •  Hilton  Suites  Auburn  Hills,  Auburn  Hills  248-334-2222 
IINNESOTA  —  Hilton  Minneapolis  &  Towers,  Minneapolis  612-376-1000  •  Radisson  Plaza  Minneapolis.  Minneapolis  612-339-4900  •  Staybridge  -  Eagan,  Eagan  320-235-7207 
IISSOURI  —  Chateau  on  the  Lake,  Branson  417-334-1161  •  Embassy  Suites  Hotel  at  KCI  Airport,  Kansas  City  816-891-7788  •  Holiday  Inn  North.  Springfield  417-865-8600 
Homewood  Suites  -  KCI  Airport,  Kansas  City  816-880-9880  •  St.  Louis  Frontenac  Hilton,  St.  Louis  314-993-1100  •  Wingate  Inn.  Maryland  Heights  314-209-0001  NEBRASKA 
-  Embassy  Suites  Hotel,  Omaha  402-346-9000  •  Staybridge  Suites  by  Holiday  Inn,  Lincoln  402-438-7829  NEW  JERSEY  —  Brunswick  Hilton,  East  Brunswick  732-828-2000  • 
3rt  Lee  Hilton,  Fort  Lee  201-461-9000  •  Hampton  Inn  &  Suites  Cherry  Hill,  Voorhees  856-346-4500  •  Hilton  at  Short  Hills,  Short  Hills  973-379-0100  •  Hilton  Newark  Airport, 
lizabeth  908-351-3900  •  Hilton  Woodcliff  Lake,  Woodcliff  Lake  201-391-3600  NEW  YORK  —  Best  Western  MacArthur  Hotel.  Holtsville  631-758-2900  •  Hilton  Garden  Inn, 
aratoga  Springs  51 8-587-1 500  •  Hilton  Garden  Inn  Albany  Airport,  Albany  51 8-464-6666  •  Hilton  New  York  and  Towers,  New  York  21 2-261  -5755  •  Hilton  Pearl  River,  Pearl  River 
14-735-9000  •  Hilton  Rye  Town,  Rye  Brook  914-939-6300  •  Hilton  Tarrytown,  Tarrytown  914-631-5700  •  Radisson,  New  York  212-755-4400  •  Howard  Johnson  on  34th  Street, 
ew  York  212-947-5050  •  Ramada  Inn  East  End,  Riverhead  631-369-2200  •  Waldorf  Astoria,  New  York  212-355-3000  NORTH  CAROLINA  —  Hilton  Charlotte  and  Towers, 
harlotte  704-377-1500  •  Hilton  Charlotte  University  Place,  Charlotte  704-547-7444  ext  7176  •  Hilton  North  Raleigh,  Raleigh  919-872-2323  •  Staybridge 
harlotte-Arrowhead,  Charlotte  704-527-6767  OHIO  —  Hilton  Garden  Inn  Cleveland  Airport,  Cleveland  216-898-1898  •  Hilton  Garden  Inn  Twinsburg,  Twinsburg  330-405-4488 
Radisson  Hotel  at  Gateway,  Cleveland  216-377-9000  OKLAHOMA  —  Hilton  Garden  Inn  Oklahoma  City,  Oklahoma  City  405-942-1400  •  Hilton  Garden  Inn  Tulsa  Airport,  Tulsa 
18-838-1444  OREGON  —  Embassy  Suites  at  Portland  Airport,  Portland  503-460-3000  •  Hilton  Garden  Inn  Portland  Airport,  Portland  503-255-8600  •  Hilton  Hotel  Portland, 
Drtland  503-226-1611  PENNSYLVANIA  —  Hampton  Inn  Downingtown/Exton,  Lionville  610-363-5555  •  Hilton  Harrisburg  &  Towers,  Harrisburg  717-233-6000  •  Hilton 
tlsburgh.  Pittsburgh  412-391-4600  •  Hilton  Valley  Forge.  King  of  Prussia  610-337-1200  •  Philadelphia  Airport  Hilton,  Philadelphia  215-365-4150  SOUTH  CAROLINA  — 
rnbassy  Suites  Greenville  Golf  Resort.  Greenville  864-676-9090  •  Staybridge  Suites  by  Holiday  Inn,  Myrtle  Beach  843-903-4000  SOUTH  DAKOTA  —  Holiday  Inn  City  Centre, 
oux  Falls  605-339-2000  •  Holiday  Inn  Rushmore  Plaza,  Rapid  City  605-348-4000  TENNESSEE  —  Hilton  East  Memphis,  Memphis  901-767-6666  •  Hilton  Knoxville. 
noxville  423-523-2300  •  Hilton  Suites  Brentwood,  Brentwood  615-370-0111  •  Radisson  Summit  Hill,  Knoxville  423-522-2600  TEXAS  —  Embassy  Suites  Outdoor  World, 
rapevine  972-724-2600  •  Hampton  Inn  &  Suites  at  Rodeo  Center,  Mesquite  972-329-31 00  •  Hilton  DFW  Lake  Executive  Conference  Center,  Grapevine  81 7-481  -8444  •  Hilton 
I  Paso  Airport,  El  Paso  91 5-778-4241  •  Hilton  Garden  Inn,  Addison  972-233-8000  •  Hilton  Garden  Inn  Las  Colinas,  Irving  972-444-8434  •  Hilton  Garden  Inn  North  Fort  Worth, 
Drt  Worth  817-222-0222  •  Hilton  Houston  Plaza  Hotel,  Houston  713-313-4000'  Holiday  Inn  Beaumont  Plaza,  Beaumont  409-842-5995  •  Hyatt  Regency  Austin  on  Town  Lake, 
jstm  512-477-1234  •  Las  Colinas  Wyndham,  Irving  972-650-1600  •  Radisson  Houston  Hobby  Airport,  Houston  713-943-7979  •  Staybridge  Dallas/Las  Colinas,  Dallas 
I  '2-^65-9400  •  Staybridge  Suites  by  Holiday  Inn,  Houston  713-355-8888  •  Staybridge  Suites  by  Holiday  Inn.  San  Antonio  210-558-9009  VERMONT  —  Ramada  Inn  White 
iver  Junction,  White  River  Junction  802-295-2000  VIRGINIA  —  Hilton  Alexandria  at  Mark  Center,  Alexandria  703-845-1010  •  Hilton  Norfolk  Airport,  Norfolk 
37-466-8000  •  Hilton  Richmond  Airport.  Sandston  804-226-6400  WASHINGTON  —  Bellevue  Courtyard.  Bellevue  425-869-5300  •  Hilton  Seattle,  Seattle  206-624-0500  • 
arnott  SeaTac  Airport.  Seattle  206-241-2000  WEST  VIRGINIA  —  Embassy  Suites  Charleston,  Charleston  304-347-8700  WISCONSIN  —  Hilton  Garden  Inn  Green  Bay. 
reen  Bay  920-405-0400  •  Marriott  Madison  West,  Middleton  608-831  -2000  •  Radisson  Hotel  Mayfair,  Wauwatosa  41 4-257-3400  INTERNATIONAL  —  Century  Hyatt,  Tokyo, 
tpan  81  -3-3348-1 234  •  Holiday  Crowne  Plaza,  Monterrey,  Mexico  011  -52-8-31 9-6000,  Toll  Free:  1  -800-637-3885  •  Holiday  Inn  Crown  Plaza,  Taipei.  Taiwan  886-27635656  • 
sliday  Inn  Express.  Monterrey,  Mexico  01 1  -52-8-389-6000  •  Park  Place  Ramada  Plaza,  Nova  Scotia,  Canada  902-468-8888  •  Prince  George  Hotel,  Nova  Scotia.  Canada  902-425-1 986 


N  T  E  R  N  E  T 

Make  Sure  Your  Hotel  Lets  You  Do  Business.™ 


ior  the  very  latest  list,  go  to  www. cais.com/hotel  or  call  888-252-CAIS. 


With  over  Z,000  hotels  now  in  the 

Hilton  xirionors8  family,  you  11  discover  hoth 

.Points  OL  Aiiles  at  more  places  than  ever  before, 


New  hotels  effective  April  3.  2000  Online  enrollment  bonus  offered  through  December  31.  2000  HHonors  membership,  earning  and  rederrV 


)nly     xdilton     rlxdonors     makes     your     travel     more     rewarding. 


lie       Hilton       rlHonors      Iamily      just      got      bigger. 
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Mow,      in      addition      to      rlilton      and      Conrad      International 


tels,    you  11    earn    both    Points    Oi    .Miles    at       doubletree-        Doubletree,     Embassy    Suites 

■i  HOTfii  SuiTll  RnoftT*  Cum  1 


'amptotiA 


Hampton  Inn,   .Hampton  Inn  tx  Ouites  and  rlomewood  Ouites  by  rlilton, 


s    »    SUITES 


CONRAD 


I   stay  "with  the  new  rlilton   rlrlonors  Iamily  oi  hotels,    international*     and  discover 

I  1  'Ihotiu 


W 


tx       can    be   more   rewarding. 


lo   enroll    in    rlilton    rlrlonors    or   to 


M    B  A   S   S   Y 
SUITES- 


ke     reservations,     call     your     professional     travel     agent     or     1-800-HHONORS. 


r,   receive  a   1,000  point  bonus  by  enrolling  online  at  www.hiltonhhonors.corn. 


® 

Hilton  HHonors 

•  •  •  • 

Points&Miles" 


Dject  to  HHonors  Terms  and  Conditions  Normal  rules  for  earning  HHonors  points  and  airline  miles  apply  ©2000  Hilton  HHonors  Worldwide 


ADVERTISEMENT  6 


Airlines 


large  meal  tables,  in-seat  video  cas- 
sette players  and  expanded  storage  for 
carry-on  luggage.  There  are  also  dozens 
of  audio  and  video  channels  to  screen. 
In  March,  Qantas  announced  it  would 
expand  its  at-seat  programming  to 
include  satellite  news  and  weather  and 
intranet  Web  sites.  In-seat  power  ports 
for  laptops  are  being  added  as  well. 

BEDS  IN  BUSINESS  CLASS 

The  undeniable  popularity  of  flying 
beds  has  led  the  concepfs  pioneer. 
British  Airways,  to  bring  them  into 
business  class  as  well.  Late  in  Janu- 
ary, BA  announced  it  would  spend 
more  than  $300  million  to  create  a 
"lounge  in  the  sky"  for  its  Club  World 
business-class  passengers. 

The  new  program  entails  the  elimi- 
nation of  seats  configured  in  tradition- 
al rows.  Instead,  seats  will  convert  to 
flat.  6-foot  beds  and  they  will  be  posi- 
tioned in  forward-  and  rear-facing  pairs. 
A  unique  footstool  will  be  fully 
adjustable  in  height  and  rest  on  a  pivot. 
That  will  allow  passengers  to  swivel  it 
or  stow  it  away.  The  seats  will  also  be 
equipped  with  satellite  telephones, 
laptop  computer  power  ports,  18  chan- 
nels of  video  entertainment  and  12 
channels  of  audio  programming. 

The  new  business-class  beds  began 
appearing  on  BA  flights  between  New 


York  and  London  in  March.  They  will  be 
added  to  flights  to  and  from  other  U.S. 
and  Canadian  cities  throughout  the 
rest  of  this  year. 

THERE'S  HOPE  IN  COACH 

But  the  airline  space  race  isn't 
restricted  to  first-  and  business-class 
cabins.  Several  airlines  are  also 
adding  space  in  their  coach  classes. 

In  mid-March,  for  example,  United 
completed  the  addition  of  an  "Econo- 
my Plus"  section  on  most  of  the 
planes  in  its  domestic  fleet.  Nearly 
450  planes  have  the  section,  located 
in  the  first  six  to  11  rows  of  the  coach 
cabin.  Seats  in  Economy  Plus  have  as 
much  as  36  inches  of  legroom,  or  up 
to  five  inches  more  than  the  31-inch 
coach  standard.  The  spacious  chairs 


About  half  of  American's  domestic 
fleet  will  be  converted  by  June;  th< 
remaining  planes  should  be  finisher 
by  November.  The  airline's  interna 
tional  aircraft  are  due  to  be  complel 
ed  early  next  year. 

"The  difference  in  comfort  is  dra 
matic,"  says  American  spokesmai 
Chris  Chiames.  "There's  room  t< 
stretch  out,  open  your  laptop  ant 
work.  It  gives  us  a  premium  product  ii 
the  market  because  every  coach  sea 
on  every  plane  in  our  fleet  will  b( 
more  comfortable.  That  is  what  ever 
passenger  wants,  regardless  of  thi 
price  they  pay." 

Still  another  improvement  in  coacl 
comes  from  British  Airways.  It  is  intrc 
ducing  a  service  called  World  Travelle 
Plus,  a  separate  cabin  aimed  at  flier: 


"Frequent  travelers  told  us  that  they  want  to  be  re< 
ognized  for  their  loyalty  and  for  the  business  fares  the 
they  pay,"  says  United  Airlines  President  Rono  Duttc 


are  available  to  customers  who  pay 
full  coach  fares  or  to  travelers  who  are 
premier  members  of  the  airline's  fre- 
quent-flier program. 

"Frequent  travelers  told  us  that  they 
want  to  be  recognized  for  their  loyalty 
and  for  the  business  fares  that  they 
pay,"  says  United  Airlines  President 
Rono  Dutta.  "Economy  Plus  responds 
to  the  needs  of  business  travelers,"  he 
adds,  offering  more  space  and  comfort. 

A  month  earlier,  American  Airlines 
took  an  even  more  extraordinary  step: 
It  began  removing  two  rows  of  seats 
from  every  one  of  its  700  planes.  With 
more  than  7,000  seats  scheduled  for 
elimination,  American  will  be  able  to 
increase  the  legroom  at  each  of  the 
remaining  seats  by  up  to  five  inches. 


who  pay  full  coach  fares  on  long-hai 
international  flights.  The  new  cabin  wi 
offer  chairs  with  38  inches  of  legrooi 
and  fewer  center  seats.  Each  seat 
also  be  equipped  with  adjustable  hea 
rests  and  footrests,  a  telephone, 
power  port  for  laptop  computers  and 
personal  video  monitor. 

BA's  innovation  is  not  totally  new,  cj 
course.  Virgin  Atlantic  has  operated 
full-fare  cabin  since  1992.  Severe 
smaller  Asian  airlines  offer  full-coacl 
sections  on  selected  transpacifi 
flights,  too.  What  sets  World  Travelle 
Plus  apart  is  BA's  sheer  size.  When  ai 
international  behemoth  like  BA  equip 
its  planes  with  a  separate  cabin  fo 
full-fare  fliers,  other  major  carriers  an 
sure  to  follow. 


:1E0?  Me.  Webmaster?  Me.  Secretary?  Me. 
Rental  Car  Company?  Hertz. 


Small  businesses  can  enjoy  the 

benefits  that  Hertz  provides. 

Like  double  Frequent  Flyer  Miles. 

(^hether  you  work  for  a  small  business  or  you 
own  one.  Hertz  understands  your  needs.  And  to 
prove  it,  we're  offering  some  great  incentives. 
Like  double  frequent  flyer  miles  on  most 
major  U.S.  airlines  for  qualifying  rentals  now 
through  10/31/00.  When  you  mention  CDP# 
1188888,  you'll  get  a  special,  low  rate.  Plus, 
mention  your  frequent  flyer  membership 
number  and  we'll  give  you  twice  the  miles  you 
normally  earn  for  putting  your  trust  in  Hertz. 

Plus,  get  your  first  year  of  Hertz 
#1  Club  Gold  membership  on  us. 

(Dyon't  miss  your  chance  to  take  advantage 
of  Hertz  #1  Club  Gold,  our  fastest  and 
easiest  way  to  get  from  the  plane  to  your  car 
and  out  of  the  airport.  For  a  limited  time,  all 
you  or  your  travel  agent  has  to  do  is  log  on 
to  http://offers.hertz.com/smallbusiness 
and  complete  the  #1  Club  Gold  enrollment 
form  and  we'll  waive  the  membership  fee  for 
one  year  (a  S50  value).  The  offer  expires 
on  10/31/00,  so  sign  up  online  today. 
Putting  you  on  the  road  to  success.  Another 
reason  nobody  does  it  exactly  like  Hertz. 


exactly.8 


i 


rds  and  other  fine  ear>.  »-  km;   VS.  PAT. OFF.  O  HERTZ  SYSTEM  INI    .2) 

>nnatinn:  Mileage/credit  offer  valid  with  most  major  1  S.  airlines  at  participating  Hertz  locations  Proof  of  current  travel  and  frequent  flyer  membership  card  must  be  presented  at  time  of  rental 
■y  not  be  required  to  earn  double  miles  with  certain  airline  programs  For  details  and  a  complete  list  of  participating  V  S  airlines,  cheek  at  time  of  reservation  Standard  rental  qualifications,  rental 
id  return  restrictions  applv  Double  miles  otter  requires  rental  car  pickup  no  later  than  10/31/00  Offer  may  not  be  combined  with  any  other  coupon,  discount  or  promotion  from  Hertz.  All  airline 
ver  program  rules  and  conditions  apply  Customer-  must  be  residents  of  the  U.S.  or  Canada  and  at  least  25  years  of  age  to  be  eligible  for  these  offers. 
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requent  Stay 

The  Bigger  the  Better 

To  command  the  attention,  loyalty  and  dollars  of  busi- 
ness travelers,  major  frequent-travel  plans  are  bulk- 
ing up  by  forging  alliances  with  their  competitors. 


You  know  those  800-pound  gorillas 
called  frequent-travel  plans?  Guess 
what?  They're  getting  bigger  and  heav- 
ier every  day. 

"It's  crucial  to  have  depth  and  distri- 
bution. It's  the  most  important  thing," 
says  Jeffrey  Diskin,  president  of  the 
Hilton  HHonors  frequent-guest  program, 
which  recently  quadrupled  the  number 
of  its  participating  hotels.  "A  frequency 
plan  is  only  good  if  you  can  use  it." 

Now  entering  its  third  decade  — 
American  Airlines  created  AAdvantage. 
the  first  plan,  in  May  1981  —  frequent- 
travel  programs  have  gone  from 
ephemeral  curiosities  to  marketing 
mainstays  to  their  current  status  as  the 
leading  weapon  for  winning  and  keep- 
ing the  patronage  of  business  travelers. 

CREATING  LOYALTY 

A  good  program  creates  "forced  loy- 
alty" to  a  hotel  chain  or  an  airline 
because  it  is  omnipresent  and  reward- 
ing enough  to  command  your  attention 
and  demand  your  business,  says 
Diskm.  As  proof,  he  points  to  the  effect 
HHonors  had  on  occupancy  when 
Hilton's  international  properties  joined 
the  program  several  years  ago.  Within 
the  first  year,  more  than  one  in  four 
guests  checking  into  the  overseas  prop- 
erties were  HHonors  members.  The 
program  also  increased  the  nightly 
occupancy  rate  at  the  international 
hotels  by  three  full  percentage  points, 
an  extraordinary  leap  in  an  industry 
where  year-over-year  gains  are  usually 
measured  in  basis  points. 


In  order  to  get  big  enough  to  attract 
the  attention  and  the  dollars  of  busi- 
ness travelers,  airline  frequent-flier 
plans  are  forging  alliances  with  their 
competitors  and  hotels  are  buying  rival 
chains  outright. 

TWA,  for  example,  recently  linked  its 
Aviators  frequent-flier  program  with 
America  West's  FlightFund.  Now  when 
travelers  fly  either  airline,  they  may 
choose  to  earn  miles  in  either  the  Avi- 
ators or  the  FlightFund  program.  "We're 


excited  about  the  addition  of  TWA," 
says  Mike  Smith,  an  America  West 
senior  vice  president.  "Members  can 
now  earn  and  redeem  miles  on  TWA's 
vast  network." 

Hilton  pulled  off  one  of  the  biggest 
blockbusters  in  recent  years  when  it 
purchased  the  Promus  portfolio  of 
hotels  late  last  year.  Then,  in  March, 
it  added  the  Promus  brands  — 
Embassy  Suites.  Hampton  Inn,  Dou- 
bletree and  Homewood  Suites  by 
Hilton  —  to  the  Hilton  HHonors  pro- 
gram. That  move  expanded  the  roster 


of  Hilton  HHonors  hotels,  resorts  and 
all-suites  to  more  than  2.000  proper- 
ties around  the  world. 

"The  number-one  complaint  of  each 
Promus  brand  was  that  it  had  no  fre- 
quency plan  to  offer,"  Diskin  explains. 
"Now  they  can  win  the  loyalty  of  busi- 
ness travelers  because  guests  can 
earn  and  redeem  HHonors  points.  Con- 
versely, by  the  end  of  the  year,  we 
expect  that  as  many  as  20%  of  the, 
guests  will  be  HHonors  members." 

RECOGNIZING  LOYALTY 

However,  as  the  programs  grow  — 
Marriott  Rewards,  the  largest  hotel  pro- 
gram, has  12  million  participants  and 
Hilton  HHonors  has  more  than  7  million 
players  —  the  plans'  sponsors  need  to 
segment  the  membership  base.  The 
obvious  way  to  cut  the  pie:  tiered  mem- 
bership levels  that  recognize  the  most 
loyal  participants. 

Effective  June  1,  Marriott  will  create 
three  "elite  levels"  of  Marriott  Rewards 
for  guests  who  stay  at  any  of  the 
chain's  nine  participating  hotel  brands, 
A  total  of  15  nights  of  stays  in  a  calen- 
dar year  at  Marriott  brands  earns  silver 
elite  status,  50  nights  earns  gold  elite 
level,  and  75  nights  achieves  the  top 
tier  of  platinum  elite. 

The  perks  of  achieving  elite  status 
are  substantial.  Depending  on  their 
elite  level,  guests  receive  bonuses  of 
20%  to  35%  on  the  Marriott  Rewards 
points  earned  at  full-service  hotels. 
Elite  members  also  receive  late  chi 
out  and  a  private  reservations  line. 
Gold  elite  members  receive  compli- 
mentary room  upgrades,  access  to  spe- 
cial lounges,  and  free  breakfasts.  Plat- 
inum elite  members  are  guaranteed 
room  availability,  even  at  sold-out 
hotels,  when  reservations  are  booked 
up  to  48  hours  before  check-in. 


The  ultimate 


habitat 

for  those  who  like  to  sleep  between  meala 


■ 


GT 


m, 


ou're  not  sitting  up  dining  on  soil  ^m  the  finest  cuisine  in  the  sky  (vegetarians  included)  and 
;  a  glass  or  two  of  something  very  special,  you  can  lie  back  in  the  only  6*6"  sleeper  bed  to  Australia 
Zealand.  Qantas  First  Class,  it's  a  niche  thing.  Call  your  travel  agent  or  Qantas  at  (800)  227  4S00. 
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High  Tech 

Staying  Wired  on  the  Road 

The  ability  to  permit  guests  to  connect  to  the 
Internet  at  very  high  speeds  will  be  the  cost  of 
entry  for  any  hotel  that  expects  the  business  of 
business  travelers. 


Now  we  know  two  things  about  busi- 
ness travelers:  They  are  insanely  busy, 
and  they  are  wired. 

The  busy  part  has  been  true  since 
the  dawn  of  time,  since  the  first  busi- 
ness traveler  climbed  on  a  horse  to  ride 
to  the  next  village  to  close  a  deal.  But 
the  wired  part  is  new.  In  the  blink  of  an 
eye,  business  travelers  and  their  tech- 
nology have  become  inseparable. 
According  to  a  recent  survey,  more  than 
half  of  the  nation's  business  travelers 
now  carry  mobile  telephones  on  the 
road.  And  more  than  one  in  four  travel 
with  a  portable  computer  or  a  personal 
digital  assistant. 

"I  go  nowhere  without  my  laptop." 
says  Susan  Janzsen,  an  investment 
banker  who  flies  about  300,000  miles 
a  year.  "I  need  to  keep  in  touch  with  my 
e-mail,  surf  the  Web  and  write  reports." 

This  dedication  to  staying  in  touch  is 
causing  problems  —  and  creating 
opportunities  —  for  hotels  around  the 
world.  Frequent  fliers  who  have  high 
speed/always-on  access  in  their 
offices  want  the  same  kind  of  conve- 
nience at  their  hotels.  Unfortunately, 
most  hotel  guest  rooms  currently  offer 
only  dial-up  access  through  traditional 
telephone  lines. 

THE  NEED  FOR  SPEED 

"Right  now,  there  is  an  overwhelming 
request  for  high-speed  connectivity  in 
the  guest  room."  says  Bob  Dirks,  senior 
vice  president  of  marketing  for  Hilton 


Hotels  Corporation.  "The  ability  to  con- 
nect to  the  Internet  or  an  internal  data 
network  at  very  high  speeds  will  be  the 
cost  of  entry  for  any  hotel  that  expects 
the  business  of  business  travelers." 

Major  hotel  chains  are  rushing  to  pro- 
vide the  instant  connectivity  business 


Hertz  NeverLost 

travelers  demand.  Marriott,  for  example, 
has  installed  high-speed  access  in 
guest  rooms,  meeting  rooms  and  busi- 
ness centers  at  68  of  its  hotels.  It 
hopes  to  provide  the  system  —  which 
offers  Internet  connections  up  to  50 
times  faster  than  conventional  dial-up 
modems  —  in  more  than  500  proper- 
ties by  the  end  of  the  year.  The  cost  to 
guests  is  a  flat  rate  of  $9.95  a  day. 

One  of  the  emerging  stars  of  in- 
room,  high-speed  access  is  CAIS  Inter- 
net. Its  system  is  already  operating  in 
more  than  200  hotels,  and  the  com- 
pany also  has  agreements  to  place  it 
in  9,700  more  properties  with  1.2  mil- 
lion guest  rooms.  Each  hotel  sets  its 


own  price  for  CAIS  Internet  access,  but 
CAIS  says  24-hour  service  ranges  from 
$7.95  to  $14.95  a  day.  Most  guests 
pay  about  $9.95. 

"This  is  a  win-win  for  hotels  and  for 
hotel  guests,"  explains  a  CAIS  official. 
"Hotels  relieve  the  stress  on  their 
phone  systems  and  guests  get  access 
at  speeds  up  to  50  times  faster  than  a 
standard  56K  dial-up  connection." 

Looking  for  a  CAIS  hotel  with  the  high- 
speed access?  Surf  to  the  company's 
Web  site,  where  a  special  page 
(www.cais.com/hotels)  helps  you  find 
properties  equipped  with  CAIS  Internet. 

TECHNOLOGY  TO  GET  YOU  THERE 

But  high-tech  tools  are  not  limited  to 
laptop  computers  and  hotel  rooms. 
Business  travelers  increasingly  rely  on 
technology  in  rental  cars  to  get  them 
where  they  need  to  go. 

Hertz,  for  example,  has  installed  its 
NeverLost  onboard  navigation  system  in 
many  vehicles.  The  route-guidance 
system  provides  turn-by-turn  driving 
directions  to  virtually  any  location  by 
means  of  an  in-car  video  screen  and 
computer-generated  voice  prompts.  The 
heart  of  NeverLost  is  a  Global  Position- 
ing System  receiver  (used  to  calculate 
the  exact  location  of  the  car  based  on 
signals  from  orbital  satellites),  a  com- 
puter map  and  a  database  that  directs 
the  traveler  to  the  designated  location. 

Hertz's  latest  generation  of  Never- 
Lost  units  is  being  installed  this  year 
in  cars  throughout  the  U.S.  and 
Canada.  The  systems  are  mounted  in 
the  dashboard  and  feature  a  high-res- 
olution screen  that  measures  2.5 
inches  x  1.75  inches.  The  screen 
shows  digital  street  maps  with  bold, 
easy-to-understand  visual  turn  icons. 
The  voice  prompts  are  available  in 
seven  languages. 


opping,  sleeping,  driving,  talking. 

(Flying  isn't  the  only  way  to  earn  miles.) 


6  Airline  Partners 
Serving  more  than  400 
inations  on  5  continents.] 
22  Hotels  and  Resorts 
5  Car  Rental  Partners 
>f  America  FlightFund  VISA* 
Sprint 
'  Diners'Club 
Flower  Club 
Troon  Golf 
njty  andAllright  Parking 

ClickRewards'"    ■ 
FlightFund  Car  Miles 
World  Savings' 


Fly  free  faster  with  FlightFund 


Ifjou  want  to  be  rewarded  frequently,  enroll  in  FlightFund,  America  West's  worldwide 
frequent-flyer  program.  From  booking  hotel  rooms  and  rental  cars  to  making  long-distance 
calls  or  even  playing  a  round  ofgolfjou  can  earn  miles  from  an  impressive  list  of  program 
partners.  Combine  that  with  2,500  bonus  miles  after  jour  first  flight  and  Award  levels 
beginning  at  20,000  miles?  and  you'll  be  flying  free  in  no  time.  Call  1-800-247-5691 

FlightFund* 


for  more  details.  Or  visit  www.americawest.com. 


$  America  West  Airlines 


h  reserves  the  right  to  change,  suspend  or  terminate  any  or  all  rules,  regulations,  travel  programs  or  offers  of  the  FlightFund  program  at  any  time  without  notice.  Miles  earned  are  subject  to  terms 
ms  of  the  FlightFund  program.  An  account  that  does  not  show  any  activity  for  36  consecutive  months  will  have  its  mileage  credits  expired.  America  West  Airlines  and  FlightFund  are  registered 
if  America  West  Airlines,  Inc.  "Based  on  OfF-Peak  Domestic  Value  Award  travel.  Award  seats  are  limited  and  may  not  be  available  on  all  flights.  Blackout  dates  apply.  ©2000  America  West  Airlines. 


ADVERTISEMENT  12 


City  Side 

What's  Hot  Now  in 
Great  Business  Cities 

London  has  dubbed  itself  the  "Millennium  City"  while 
New  York  is  experiencing  a  hotel  building  boom. 
Rome  has  spent  billions  cleaning  its  ancient  trea- 
sures. And  Sydney  has  the  Summer  Olympic  Games. 


Business  travel  is  tough.  Burn-the- 
candle-at-both-ends  tough.  It's  hardly  the 
glamorous  whirlwind  of  dining  and  enter- 
taining that  deskbound  executives  think 
it  is.  There  are  more  cold  room-service 
meals  and  break-of-dawn  flights  than 
the  average  American  can  imagine. 

But  sometimes  business  travel  is 
about  London  and  Rome  and  New  York. 
It's  about  the  ability  to  see  and  do 
things  that  deskbound  executives  can 
only  dream  about.  There  are  more  won- 
derful museums,  lovely  river  views  and 
once-in-a-lifetime  moments  than  the 
average  American  can  conceive. 

Here's  a  look  at  what's  new  in  some  of 
the  best  cities  on  earth  — just  in  case 
you've  got  time  to  get  out  of  the  fast  lane 
long  enough  to  savor  the  moment. 

LONDON:  MILLENNIUM  READY 

London  has  taken  to  describing  itself 
as  the  "Millennium  City"  and  it's  hard 
to  argue  with  the  moniker.  No  place  has 
built  more  millennium-themed  projects 
or  renovated  its  existing  structures 
quite  so  thoroughly. 

The  newest  attraction,  the  British  Air- 
ways London  Eye.  is  big  in  both  the  figu- 
rative and  literal  sense.  More  than  440 
feet  high,  the  $110  million  observation 
wheel  is  the  city's  fourth-tallest  structure. 
Perched  on  the  south  bank  of  the 
Thames  River,  the  Eye  —  it's  not  techni- 
cally a  Ferris  wheel  —  has  been  a  smash 


hit  since  it  opened  on  February  1.  For  the 
culturally  minded,  the  Tate  Modern, 
Britain's  first  new  national  gallery  in  100 
years,  will  open  in  May.  A  $215  million 
project  carved  out  of  the  imposing  former 
Bankside  Power  Station,  the  Tate  Modern 


The  New  York  Palace 

will  house  the  Tate  Gallery's  vast  collec- 
tion of  international  modern  art.  And  to 
tie  together  these  and  other  new  projects, 
the  London  Underground  has  opened  six 
new  stops  on  the  Jubilee  Line. 

London  is  also  in  the  throes  of  a  trans- 
formation of  its  hotel  landscape.  Earlier 
this  year,  design  guru  Terence  Conran 
opened  the  $103  million  Great  Eastern 
Hotel  in  the  heart  of  The  City,  London's 
financial  district.  In  Canary  Wharf, 
London's  new  financial  and  media  center, 
the  Four  Seasons  Canary  Wharf  debuted 
in  December.  The  139  guest  rooms  are 
slick  and  spacious  and  there  is  5,600 
square  feet  of  extremely  attractive  meet- 


ing space.  Meanwhile,  Hilton  has  upped 
its  London  portfolio  to  17  properties  with 
5,700  guest  rooms.  The  Hilton  London 
Metropole,  for  example,  is  undergoing  an 
extensive  renovation  that  will  make  it  the 
largest  convention  hotel  in  Europe.  And 
the  355-room,  $100  million  GWR  Hilton 
at  Paddington  Station  is  scheduled  for 
completion  later  this  year.  That's  a  felici- 
tous development  for  business  travelers 
who  have  become  addicted  to  the. 
Heathrow  Express,  the  nonstop  train  that 
links  Heathrow  Airport  to  Paddington. 

NEW  YORK:  HOTEL  HEAVEN 

In  New  York,  business  travelers  pay 
premium  for  lodging,  but  they  do  get  to 
choose  from  an  incredible  range  of 
upscale  properties.  Better  yet,  New  York 
is  in  the  middle  of  a  hotel  building  boom. 

In  the  past  two  years,  the  opulent 
Regent  Wall  Street  premiered  in  a  historic 
financial  district  building,  and  the  chief 
Peninsula  reopened  just  off  Fifth  Avenue 
after  a  yearlong  renovation.  Marriott 
opened  two  mid-priced  Courtyard  proper- 
ties in  midtown  Manhattan.  A  third  new 
property,  the  Marriott  Brooklyn,  is  the  first 
hotel  built  in  two  generations  in  the  city's 
most  populous  borough.  Three  boutique 
W  hotels  and  the  all-suite  Benjamin 
opened  in  spaces  once  occupied  by  aging 
midtown  properties.  And  the  Hilton  New 
York  at  Rockefeller  Center  has  spent  $85 
million  to  remake  itself.  The  city's  largest 
hotel  renovated  all  2,000  of  its  guest 
rooms,  added  two  new  dining  venues,  two 
lounges,  a  spa  and  more  than  15,000 
feet  of  additional  meeting  space. 

These  properties  join  a  long  line  of 
great  New  York  hotels,  including  The 
Mark,  the  Four  Seasons,  The  New  York 
Palace  on  Madison  Avenue  and  The  Wal- 
dorf Towers.  "The  best  hotels  in  New  York 
can  never  give  discerning  executive  trav- 
elers enough,"  says  Eric  Long,  general 
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ANNOUNCING  A  DAILY  DOUBLE 
THAT'S  A  SURE  THING. 


REGISTER  FOR  THE  MARRIOTT/VISA  DAILY  DOUBLE  AND  START  EARNING 
DOUBLE  POINTS  TOWARD  FREE  VACATIONS  TWICE  AS  FAST. 


Staying  at  Marriott  and  Renaissance  hotels  is  always  rewarding. 
And  now  it's  twice  as  rewarding.  Because  from  April  1  to  June  30, 
Marriott  Rewards'  members  earn  double  points.  Just  call 
1-800-442-9929  or  click  on  marriottrewards.com  and  register 
for  the  Marriott /Visa  Daily  Double.  (By  the  way,  current  members 
will  also  need  to  call.)  Then,  after  paying  for  your  first  Marriott 


-ft 


or  Renaissance  stay  with  your  Visa'  card,  every  subsequent  Visa- 
paid  stay  earns  double  points?  All  of  which  adds  up  to  getting 
free  rooms  at  more  than  400  exciting  Marriott  and  Renaissance 
hotels  around  the  world  and  all  the  other  goodies  from 
Marriott  Rewards  in  double  time.  (Talk  about  a  sure  thing.) 
For  reservations,  call  your  travel  agent  or  call  1-800-627-7468. 
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REWARDS. 

Easily  the  most  rewarding  way  to  travel." 


©  Harriott 

HOTELS'  RfSORTS    SUITES 


[?H  RENAISSANCE 

HOTELS  •  RESORTS  *  SUITES 


*  second  hotel  sta,  made  using  a  v  ioe  30, 2000.  and  apples  "  f  and  suosequeni  stars  paid  --->  mayea'n  additional  bonus  points, 

-  "otdoutxeo"  Bonus  points  ;ari»c  n  -;v»a/d5Vs3card  wi!!notoedoi-t  -  :  to  Visa  ca/dno'dcs  ii  Germany.  Austf-aandBeig-um 

appea<  on  Marriott  Rewards  •'■- 
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manager  of  The  Waldorf  Towers.  "Every 
day  there's  more  you  can  do.  Every  day  is 
an  opportunity  to  meet  and  surpass  your 
customers'  expectations." 

The  Waldorf  Towers,  for  example,  has 
24-hour  attended  elevators,  a  hand- 
picked  staff  and  an  enclave  of  125 
deluxe  suites  and  118  executive  guest 
rooms  perched  atop  The  Waldorf-Astoria 
hotel.  Each  room  and  suite  is  individu- 
ally decorated  and  residential  in  tone. 
Many  Towers  suites  offer  dining  rooms, 
full  kitchens  and  maid's  quarters.  The 
list  of  amenities  and  services  offered  to 
Towers  guests  is  staggering:  a  private 
lounge,  a  fitness  club,  full  access  to  the 
restaurants  and  shops  of  The  Waldorf- 
Astoria,  dedicated  concierge  service.  24- 
hour  room  service,  a  business  center 
and  a  full  range  of  elegant  meeting  and 
function  spaces. 

Another  exquisite  "hotel  within  a  hotel" 
is  The  Towers  at  the  New  York  Palace.  A 
luxurious  hideaway  of  175  rooms,  suites 
and  triplexes  on  the  upper  floors  of  The 
Palace,  the  Towers  offers  a  private  recep- 
tion area  and  personalized  check-in; 
express  elevators  that  stop  only  at  the 
health  club  and  Towers  guest  rooms; 
butler  service  on  all  floors;  personalized 
business  cards;  and  special  bed  linens, 
Floris  toiletries  and  Bulgari  amenities. 
Each  guest  room  and  suite  is  equipped 
with  a  fax  machine,  oversized  desk,  two- 
line  phone  and  a  safe  that  accommodate 
laptop  computers. 

The  Towers  is  also  evolving  as  the 
hotel  for  gourmets  because  guests  not 
only  receive  24-hour  room  service,  but 
also  choices  off  the  menus  of  Le  Cirque 
2000  and  Sushisay,  two  of  Manhattan's 
most  acclaimed  restaurants. 

ROME:  JUBILEE  MAKEOVER 

The  Vatican  declared  2000  a  Jubilee 
Year  and  the  lovably  irascible  Romans 


grumbled  and  moaned  their  way  through 
$2  billion  in  renovations.  The  result:  more 
than  750  restorations  that  make  this 
ancient  city  sparkle.  Squares,  fountains 
and  basilicas  all  over  town  have  been 
cleaned,  repaired,  renewed  and  revived. 
St.  Peter's  glows  with  pastel  hues  and 
a  powerful  new  lighting  system.  The  Col- 
iseum has  been  cleaned  and  will  host 
concerts  throughout  the  year.  Huge 
expanses  of  the  Imperial  Forums  have 
been  rescued  from  under  asphalt.  Many 
of  Rome's  famously  neglected  museums 
have  been  refurbished.  The  Porta  Mag- 
giore  and  sections  of  the  Aurelian  Wall 


Hoping  to  go?  Tickets  are  on  sale 
through  Cartan  Tours,  and  prices  range 
from  $8  for  preliminary  round  events  up 
to  a  breathtaking  $1,054  for  opening  and 
closing  ceremony  seats.  For  information 
on  tickets,  contact  Cartan  by  telephone 
(800-841-1994)  or  through  its  Web  site 
(www.cartan.com). 

Qantas,  Australia's  top-notch  interna- 
tional airline,  offers  the  most  convenient 
service  between  the  U.S.  and  Sydney.  It, 
flies  its  own  planes  from  New  York,  Los 
Angeles  and  Honolulu,  and  also  code- 
shares  with  American  Airlines  from  many 
other  U.S.  cities. 


The  British  Airways  London  Eye  is  big:  More  thar 
440  feet  high,  the  $110  million  observatifl 
wheel  is  the  city's  fourth-tallest  structure. 


have  been  restored.  Even  Termini, 
Rome's  modernistic  main  rail  station, 
has  been  rejuvenated  with  a  new  ticket 
hall  and  an  impressive  cantilevered  roof. 
And  while  the  expected  hordes  of 
tourists  and  religious  pilgrims  have  yet 
to  materialize,  hotels  around  Rome 
have  been  spiffed  up.  For  example,  a 
year  of  careful  restoration  costing  more 
than  $35  million  has  renewed  the  106- 
year-old  St.  Regis  Grand  Hotel.  And  out 
at  Leonardo  Da  Vinci  airport,  a  new 
519-room  Hilton  hotel  has  been  linked 
to  the  sprawling  domestic  and  interna- 
tional terminals. 

SYDNEY:  THE  GAMES, 
OF  COURSE 

Sydney  is  already  the  urban  star  of 
the  Southern  Hemisphere,  but  every- 
thing else  in  this  spectacular  city  will 
pale  in  comparison  with  the  Summer 
Olympic  Games,  scheduled  for  Septem- 
ber 15  to  October  1. 


COLORADO  SPRINGS: 
ONE  GREAT  PLACE 

While  an  event  like  the  Olympics  car^ 
be  a  transforming  moment  for  a  city, 
some  areas  are  propelled  to  greatness 
by  one  special  place.  So  it  is  for  Col 
orado  Springs  and  the  Broadmoor,  one 
of  the  world's  greatest  resorts  and  the 
longest  holder  of  the  Mobil  Five-Star 
and  AAA  Five-Diamond  awards. 

For  80  years,  the  3,000-acre  Broad- 
moor has  defined  luxury.  Located  at  the 
foot  of  the  Rockies,  the  700-room  hotel 
continues  to  set  the  pace  for  exquisite 
hotel-keeping.  It  features  a  lavish  spa 
and  fitness  center,  19  restaurants  and 
bars,  more  than  100,000  square  feet 
of  meeting  space,  12  tennis  courts  and 
three  golf  courses,  four  swimming 
pools,  riding  stables  and  even  a  zoo 
Just  an  hour  from  Denver,  the  Broad 
moor  is  also  within  a  three-hour  drive  of 
ski  resorts  such  as  Aspen,  Vail,  Beaver 
Creek  and  Breckenridge. 
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To  find  out  more,  visit  britishairways.com/usa 
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BRITISH  AIRWAYS 

The  worlds  favourite  airline 
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The  Early  Flier  Is  the 
Least-Often  Delayed 

An  unprecedented  boom  in  passenger  traffic  has 
created  delays  at  airports  around  the  nation,  but 
savvy  executives  know  that  flying  early  in  the  day 
is  the  way  to  travel. 


Airline  travel  is  booming,  but  the  giddy 
growth  of  passenger  numbers  has  a 
darker  side:  Airports  around  the  world 
are  bursting  at  the  seams. 

In  the  U.S..  665  million  passengers 
flew  last  year,  and  the  Federal  Aviation 
Administration  (FAA)  is  forecasting  an 
uninterrupted  upswing  in  the  number  of 
travelers.  About  688  million  are  expect- 
ed to  fly  this  year  and  710  million  next 
year,  and  the  FAA  estimates  traffic  will  top 
the  1  billion-passenger  mark  by  2010. 

All  these  travelers  —  and  the  requisite 
increase  in  the  number  of  aircraft 
required  to  carry  them  —  are  having  a 
totally  foreseeable  impact  on  the  nation's 
airports:  Delays  are  rising  dramatically. 
Last  year,  for  example,  30%  of  all  flights 
in  Europe  were  delayed  by  at  least  15 
minutes.  In  the  U.S.,  delays  are  equally 
problematic.  More  than  one  in  three 
flights  are  delayed  on  arrival  at  East 
Coast  airports  such  as  Logan  in  Boston 
and  LaGuardia  in  New  York.  In  San  Fran- 
cisco, only  58%  of  flights  arrive  on  time. 

LEARNING  WHEN  TO  FLY 

As  traffic  grows,  the  delays  are  grow- 
ing, too.  At  Chicago's  O'Hare  Airport  and 
Dallas-Fort  Worth  International,  delays 
jumped  by  more  than  70%  last  year.  At 
Miami,  the  nation's  primary  hub  for  travel 
to  and  from  Latin  America,  delays  rose  by 
more  than  30%  last  year.  Even  at  the 
nation's  newest  airport,  Denver  Interna- 


tional, delays  are  on  the  rise.  There  were 
43%  more  delays  last  year  than  in  1998. 

But  there  is  hope.  For  starters,  savvy 
business  travelers  can  navigate  around 
the  worst  delays  by  planning  trips  at  the 
appropriate  time.  The  golden  rule  is  plain 
and  simple:  The  early  flier  is  the  least- 
often  delayed. 

That  aphoristic  approach  works  at  vir- 
tually every  airport  in  America.  Early- 
morning  departures  and  arrivals  operate 
substantially  closer  to  schedule  than 
during  any  other  time  segment  of  the  day. 


1 

nation's  best  on-time  airline.  Throughout 
the  day,  Lambert's  on-time  arrival  rate  is 
an  admirable  80%.  But  86%  of  flights 
arrive  on  time  before  10  a.m.,  while  only 
70%  of  flights  land  on  time  between  6 
p.m.  and  7  p.m. 

MEN  AT  WORK 

Airports  are  also  hard  at  work  on 
expansion  plans  to  accommodate  the 
expected  growth  of  air  traffic.  As  any 
business  traveler  will  tell  you,  there  is 
hardly  an  airport  in  the  nation  that  isn't 
displaying  a  veritable  forest  of  "Men  at 
Work"  and  "Pardon  Our  Dust"  signs. 
After  basically  ignoring  the  growth  of 
travel  in  the  1990s  —  Denver  Interna- 
tional was  the  only  completely  new  facil- 
ity built  in  the  U.S.  during  the  decade  — 
airports  are  scrambling  to  play  catch-up. 

The  projects  range  from  a  massive, 
terminal-by-terminal  rebuilding 

scheme  at  Kennedy  International  in 
New  York  to  the  conversion  of  an  old 


Savvy  business  travelers  can  navigate  around  th< 
worst  delays  by  planning  trips  at  the  appropriate  time 
The  golden  rule  is  plain  and  simple:  The  early  flier 
the  least-often  delayed. 


Fly  early  and  you  stand  a  good  chance  of 
traveling  on  time.  Fly  late  and  you'd  better 
be  prepared  to  spend  lots  of  time  cool- 
ing your  metaphoric  heels. 

At  Newark,  which  the  FAA  says  has  the 
highest  percentage  of  delayed  flights  in 
the  nation,  arrivals  are  on  schedule  only 
about  65%  of  the  time.  But  for  flights  due 
to  land  before  noon,  the  on-time  arrival 
percentage  is  much  better  at  an  accept- 
able 79%.  By  contrast,  about  one  in  two 
arrivals  is  late  at  Newark  during  evening 
hours.  The  same  is  true  at  Lambert  Inter- 
national in  St.  Louis,  home  of  TWA,  the 


Air  Force  base  into  a  new  passenger 
airport  in  Austin.  Airports  in  Miami 
and  Knoxville  are  building  new  termi 
nals  and  concourses.  Airports  in 
Cleveland  and  in  Washington,  D.C., 
have  already  undergone  dramatic 
makeovers.  Existing  airports  in  places 
like  Detroit  and  Boston  are  fast-track- 
ing their  renovation  plans. 
:  The  new  concourse  at  Phoenix  Sky 
Harbor  airport  is  an  example  of  the  next 
wave  of  passenger  terminals.  Built  at  a 
cost  of  $54  million  by  the  city  of  Phoenix 
and  Phoenix-based  America  West  Airlines, 
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ie  concourse  opened  to  rave  reviews  on 
Jovember  1.  It  gives  America  West  12 
<ew  gates  and  80,000  square  feet  of 
idditional  space;  it  was  also  designed  to 
ermit  the  airline  to  add  two  more  gates 
ext  year.  The  concourse  has  user-friend- 
/  features  such  as  wide  aisles  to  ease 
assenger  movement  and  expanded 
<aiting  areas  with  1,500  seats. 

-LEEPING  WHERE  YOU  FLY 

No  matter  how  fast  cities  and  airlines 
uild,  however,  business  travelers  will  still 
e  spending  more  time  in  and  around 
^e  airport.  Thankfully,  more  and  more 
jcilities  are  available  to  offer  executives 
ie  cosseting  and  comfort  they  deserve. 
In  Boston,  for  example,  the  $100  mil- 
Dn  Hilton  Logan  Airport  opened  last  fall 
etween  Terminals  A  and  E.  Besides  600 
ivish  guest  rooms  —  75  of  them  on  the 
Executive  Level"  with  a  private  lounge 
-  the  hotel  offers  30,000  feet  of  con- 
srence  and  banquet  facilities,  a  full-ser- 
ce  business  center,  an  elegant  restau- 
int  and  an  Irish  pub. 
The  hotel  also  houses  the  "Health 
lub+Spa."  a  6,600-square-foot  fitness 
;nter  open  to  Boston  fliers  and  Hilton 
jests.  "It's  ideal  for  travelers  who 
ant  to  fit  a  workout  or  massage  into 
leir  business  schedule,"  says  the 
icility's  manager,  Mike  Anderson. 
Travelers  can  walk  to  the  hotel  from 
iost  airline  terminals." 
The  club  offers  a  full  range  of  products 
id  services:  steam  rooms,  saunas, 
assages,  a  swimming  pool,  spa  treat- 
ents  and  state-of-the-art  exercise  equip- 
ent.  And  true  to  its  promise  of  accom- 
odating even  itinerant  frequent  fliers, 
e  club  offers  two  types  of  single-visit 
jsses.  One  costs  just  $9;  the  $15  ver- 
on  offers  complete  use  of  the  facility. 
In  Cincinnati,  at  the  new  Cincinnati 
rport  Marriott  hotel,  more  than  200  of 


S~^ 


~-/\  ISINC  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 

The  Towers  at  The  New  York  Palace.  Private  lobby  and  i  i  i  vators. 

A  personal,  multi-lingual  maitre  d'etace.  A  staff  trained  to  respond  to  the  needs 

AND  PACE  OF  DOING  BUSINESS.    IN-ROOM  DINING  PREPARED  BY  LE  ClRQUE  2000  OR  SUSHISAY. 
YOUR  PLEASURE,  YOUR  PREFERENCES  ARE  paramount.  Reservi  WITH 
H IR  TRAVEL  PLANNER  OR  CALL  1-800-PALACE  T. 


NEWXYORK 


the  towers  *~**^*» 

455  Madison  Avenue  at  50th  Street  New  York,  New  York  10022 
www.newy0rkpalace.com 
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the  295  guest  rooms  are  designed 
specifically  for  business  travelers.  The 
rooms  include  a  large  console  table  and 
writing  desk,  an  adjustable  ergonomic 
desk  chair,  task  lighting  and  two-line  tele- 
phones with  data  ports.  There  is  also 
14,000  square  feet  of  meeting  space, 


comprehensive  audio  and  video  services 
and  nine  executive  boardrooms. 

"More  and  more  companies  are 
choosing  to  hold  meetings  near  major 
airports,"  says  Mike  Conway,  vice  presi- 
dent of  marketing  of  the  company  that 
manages  the  hotel.  "It's  simply  more 


How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description. 


^    Af/s/r^  >//',/> 
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for  reservation-        '  u     J  wwwwaldort  towers  com  or  call  your  professional  travel  agent  01  The  Waldorf  Towers  al  I-888-WM0WER 
TTie  Waldorf  lowers,  its  logos  and  logotypes  are  registered  trademarks  of  Hilton  Hotels  Corp  O  2000 


convenient  [than  heading  downtown]. 
That's  why  the  hotel  is  fully  equipped 
with  all  of  the  services  and  amenities 
business  travelers  need." 

COMFORT  WHILE  YOU  WAIT 

And  even  business  travelers  who  are 
simply  waiting  for  flights  have  a  wider 
range  of  airport  amenities  from  which 
to  choose.  Airlines  are  rushing  to 
upgrade  and  expand  their  network  of 
airport  club  lounges.  The  clubs  — 
both  membership-based  facilities  and 
VIP  lounges  tied  to  the  class  of  ser- 
vice you  fly  —  have  transformed  them- 
selves into  full-service  business  and 
recreation  areas. 

All  major  U.S.  airlines  maintain  mem- 
bership clubs  that  charge  from  $200  to 
$400  a  year.  These  operations  are 
oases  of  calm  in  the  otherwise  frenzied 
airport  environment.  The  America  West 
Club  network,  for  example,  offers  fre- 
quent flyers  a  staggering  list  of  ameni- 
ties worth  far  more  than  the  $300 
annual  fee.  Each  club  offers  compli- 
mentary continental  breakfasts,  bever- 
ages and  snacks  throughout  the  day, 
free  newspapers  and  magazines,  free 
local  calls  and  data  port-equipped 
phones,  fax  and  e-mail  service  and  pho- 
tocopiers, and  conference  rooms.  All 
these  services  are  in  addition  to  air- 
port-club standards  such  as  flight 
check-in  and  boarding  passes,  check- 
cashing  and  quiet  areas  to  work  or 
relax  between  flights. 

VIP  lounges,  a  perk  reserved  for 
executives  who  choose  to  fly  first  and 
business  class,  are  even  more  elabo-i 
rate.  British  Airways,  for  instance,  is 
redesigning  its  lounges  around  a- 
simple  idea:  that  customers  want  to 
use  the  club  at  different  times,  for 
different  reasons,  and  to  use  their  wait- 
ing time  productively. 
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ORGET  ECONOBOXES 

Bored  with  the  dull,  plain-vanilla 
idans  that  most  rental  companies 
ffer?  Hertz  hears  you.  The  nation's 
ading  car-rental  firm  has  Introduced 
te  Jaguar  XJ8  and  Jaguar  S-Type  Into 
s  fleets  In  13  cities.  Each  Jaguar  Is 
quipped  with  NeverLost,  Hertz's 
tad-navigation  system  that  uses 
obal  positioning  technology,  video 
■reens  and  voice  prompts. 


Guided  by  customer  feedback,  BA's 
unge  evolution  is  called  "Terraces"  and 
reflects  nine  separate  functions  in  nine 
screte    areas.    They    include    the 
iallery,"  essentially  an  elegantly  fur- 
[shed  indoor  garden  where  travelers 
j  in  relax.  The  "combiz"  is  where  execu- 
tes can  take  meetings  and  calls  and 
prk  in  an  office-like  environment.  The 
brary,"  stocked  with  books,  is  phone- 
je,  creating  a  peaceful  place  to  read 
id  relax.  The  "sanctuary"  is  for  rest 
id  relaxation  and  outfitted  with  plush 
piners,  daybeds,  dimmed  lighting  and 
I  oustic  screens.  The  "toybox"  is  for 
hs  and  families,  complete  with  toys, 
Jlevisions  and  videos.  There  are  two 
r  areas,  one  stocked  with  wines  from 
pund  the  world  and  another  for  coffee 
|  d   other   light   refreshments.   The 
irder"  is  for  snacks  and  meals  —  trav- 
J^rs  on  British  Airways  premium  class- 
can  feast  on  full  meals  before  depar- 
I  e  —  and  the  "washroom"  is  an  area 
jliere  customers  can  change  clothes 
lid  freshen   up  between  or  before 


flights.  The  Terraces  concept  premiered 
this  year  at  BA's  VIP  lounges  at  London 
Heathrow  Airport  and  New  York's 
Kennedy  Airport. 

Another  British  carrier,  Virgin  Atlantic, 
has  its  own  club  concept,  an  arrivals 
lounge  called  "Revivals."  Exclusively  for 
Virgin  business-class  passengers  who 
arrive  at  Heathrow,  the  4,900-square- 
foot  lounge  offers  everything  passengers 
need  to  revitalize  and  prepare  for  the  day 
ahead.  Eighteen  elaborate  shower 
rooms  have  heated  floors,  mirrors  and 
radio/CD  players.  Each  is  stocked  with 
bathroom  amenities  and  a  valet  cup- 
board where  passengers  can  place 
shoes  that  need  shining  and  clothes 
that  require  pressing  and  cleaning.  A 
"Virgin  Touch"  beauty  salon  offers 
shaves  and  makeup  treatments.  A  busi- 


ness area  is  equipped  with  phones, 
faxes  and  computers.  The  $3.2  million 
lounge  also  has  a  dining  area  with  a  bar, 
wait  staff  and  a  list  of  foods  ranging 
from  smoothies  to  bacon  sandwiches 
and  waffles. 

"Airports  have  changed  forever,"  sug- 
gests the  marketing  executive  of  a  major 
U.S.  airline.  "We  now  spend  as  much 
time  on  the  ground  pampering  our  best 
customers  as  we  do  taking  care  of  them 
in  the  air.  Everything  you  see  done  at  air- 
ports in  the  future  will  be  aimed  at  deal- 
ing with  that  reality."  ■ 

Joe  Brancatelli  is  the  former  executive 
editor  of  Frequent  Flyer  magazine  and  cur- 
rently writes  columns  for  biztravel.com 
and  skymalltravel.com.  He  can  be  reached 
at  joebranc@westnet.com. 
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We  >Ju&&est   lou  /dice  J\  Otep  Dack  In  lime. 

After  nearly  a  century  or  perpetuating  magnificence, 
The  Broadmoor  prepares  to  carry  its  legacy  or  grand 
tradition  into  tne  next  millennium.  Multimillion-dollar 
guest-room  renovations,  new  shopping  with  a  signature 
Polo  Ralph  Lauren  store,  our  award-winning  Spa  with 
new  salon,  and  54  holes  ol  championship  goll  continue 
The  Broadmoor's  glorious  heritage.  Enjoy  the  vintage 
grandeur  or  this  world-class  resort  including  superb 
restaurants,  tennis,  and  110,000  square  feet 
ol  flexible  meeting  space. 

For  reservations,  call  800-634-77  1  1. 
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THE  BROADMOOR' 

COLORADO       .WllltCS 
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GtANDEVI 
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Visit  our  Wen  site  at  www.nroadmoor.com 


Homewood  Suites  by  Hilton  is  all 
about  giving  guests  their  space. 
Space  to  work,  to  sleep,  to  eat,  to 
lounge  and  to  live.  Each  suite  has 
two  separate  quarters  with  more 
living,  lounging  and  working 
space.  All  with  the  same  comfort, 
convenience  and  privacy  you 
find  at  home.  What's  more, 
your  satisfaction  is  guaranteed. 
Migrating  on  business?  Stay 
with  us  and  satisfy  your 
instinctive  need  for  space. 

www.homewood-suites.com 

1-800-C  ALL-HOME 
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©2000  Hilton  Hospitality,  Inc 


Follow  your  instincts.  Find  your  way  Homewoo 

lospitality,  Inc. 


TOP  PAID 


Here's  the  scoop  on  chief  executive  pay.  The  story  on  page 
210  refutes  the  popular  notion  that  options  have  linked 
the  top  guy's  pay  with  shareholder  returns.  The  story  on 
page  218  tells  the  tale  of  bosses  who  have  lost  great  wealth 
because  of  their  stock.  The  definitive  pay  list  begins  on 
page  224  and  a  listing  of  their  resumes  starts  on  page  264. 
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WHAT  KIND  OF  RAISE  DID  YOU  GET  LAST  YEAR? 
The  chief  executives  running  the  800  largest 
U.S.  public  companies  pulled  in  $5.8  billion 
in  total  compensation  last  year,  12.8%  more 
than  the  previous  year. 
As  large  as  this  number  is,  it  counts  only  the  part  of  com- 
pensation that  was  realized — in  a  paycheck,  a  grant  of  stock 
or  the  value  of  an  option  the  executive  exercised.  These  same 
people  own  a  lot  of  stock  options  they  haven't  exercised, 
which  added  hugely  to  their  wealth  in  the  booming  stock 
market.  As  of  their  fiscal  year-end,  the  800  were  sitting  on  $18 


This  surge  of  stock  market  wealth  has  meant  that  execu 
tive  pay  is  racing  well  ahead  of  economic  growth.  In  1999  thi 
800  companies  included  in  this  survey  generated,  on  average 
$1,085  of  sales  for  each  dollar  of  chief  executive  compensa 
tion.  Five  years  ago  sales  per  dollar  of  chief  executive  pay  wa 
$2,533.  But  at  least  shareholders  are  getting  a  terrific  return 
aren't  they?  Yes  and  no.  In  the  aggregate  they  are;  the  Wilshiri 
5000  index  has  doubled  since  early  1997.  But  that  doesn' 
mean  they  are  getting  paid  for  performance.  A  study  per 
formed  for  FORBES  by  Monitor  Group  Corporate  Finana 
Practice,  based  in  Cambridge,  Mass.,  finds  almost  no  correla 


Shareholders  and 
chief  executives 
both  did  well  last 
year.  However,  the 
correlation  is  not 
very  neat. 


billion  of  fully  vested  but  unexercised  options,  a  wealth  figure 
thai  climbed  46%  from  the  year  before. 

Of  last  year's  $5.8  billion  in  realized  compensation,  only 
23%  came  from  salaries  and  bonuses.  The  remainder  mainly 
came  from  stock  grants  that  vested  during  the  company's  lat- 
est fiscal  year  and  gains  from  stock  options  exercised.  Just  five 
years  ago  salaries  and  bonuses  were  60%  of  total  pay,  with 
stock  making  up  almost  all  of  the  rest. 


tion  between  annual  changes  in  pay  and  shareholder  returns 
Monitor  studied  (using  a  multiple  regression  analysis)  com 
pensation  and  total  return  to  shareholders  for  each  of  the  39* 
Forbes  500s  companies  that  were  included  in  our  pay  issue 
from  1995  through  1999.  (To  be  precise,  there  was  a  trivia 
3%  of  the  variation  in  pay  that  could  be  explained  by  th< 
variation  in  shareholder  returns.) 

One  reason  for  this  low  figure — what  the  statisticians  cal 


A  study  done  for  Forbes  finds  that  whether  a  stock  went  up 
or  down  in  a  particular  year  had  little  impact  on  pay. 
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It  won't  work.  It  doesn't  make 
sense.  It  can't  be  done.  Do  it 
this  way.  No.  That  way.  Stop. 
Imagine  a  different  way. 
Zurich  Financial  Services  Group. 
With  68,000  employees.  In  more 
than  60  countries.  And  over 
a  century  of  experience.  Offering 
risk  management  solutions 
that  go  beyond  the  traditional. 
To  the  unexpected.  Helping 
you  achieve  your  financial  goals 
with  the  right  investment 
opportunities.  Now's  the  time. 
Explore  new  waters. 


® 


ZURICH 

FINANCIAL  SERVICES 

Your  aspirations.  Our  passion. 


urich. 


www.zunch.com 
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an  R-squared — is  the  lag  between  when  a  company's  stock 
does  well  and  when  its  boss  chooses  to  cash  in  his  options. 
But  there  seems  to  be  another  important  fac- 
tor at  work,  says  George  Fenn,  a  con- 
sultant at  Monitor:  Compensa- 
tion committees  are  hesitant  to 
make  pay-for-performance 
stick.  If  the  stock  shoots  up, 
the  chief  keeps  his  reward;  if  it 
collapses  and  he  manages  not 
to  get  fired,  he  either  gets  old 
options  repriced  or  gets  a  new  slug 
at  the  low  price. 

Look  at  the  table  (see  facing  page) 
showing  the  ten  companies  whose 
stock  did  best  over  the  past  five  years  and 
the  ten  whose  stock  did  the  worst.  (Note:  We 
confined  our  attention  to  the  197  top  executives  who 
were  included  in  our  survey  both  this  year  and  in  1995.) 

The  median  annualized  increase  in  pay  during  this  pe- 
riod was  18%  for  this  group.  Look  at  the  top  performing 
companies.  Only  one  chief  executive,  James  Sinegal  of  Costco 
Wholesale,  received  a  pay  increase  (13%)  less  than  the  me- 
dian. But  Charles  Schwab's  pay  rose  almost  twice  as  fast 
(84%  a  year)  as  Michael  Dell's  (48%),  even  though  Dell's 
stock  went  up  1 3 1  %  a  year  versus  6 1  %  for  Schwab.  Best  Buy's 


Richard  Schulze's  pay  also  went  up  faster  than  Dell's,  despit 
a  much  lower  shareholder  return. 

It  gets  worse  for  the  bottom  performing  stocks.  Georg 
Lorch,  who  runs  Armstrong  World  Industries,  has  ha 
a  29%  annualized  increase  in  pay  during  the  pa.1 
five  years,  largely  due  to  big  bonuses  and  stoc 
grants.  Armstrong's  shareholders?  They'v 
had  an  annualized  negative  return  c 
15%  a  year  over  the  past  five  years. 
In  our  Mar.  20  issue  we  described 
novel  and  courageous  compensation  pla 


In  1999  our  chief 
executives  left  $18  billion 
on  the  table  in  vested 
stock  options. 


advocated  by  James  Crowe,  who  runs  Level  3  Communii 
tions.  Crowe  gets  a  handsome  dose  of  stock  options,  but  the 
strike  price  floats  up  (and  down)  with  the  S&P.  There's  n 
pay  for  clunky  performance  here.  Are  other  U.S.  compank 
adopting  the  plan?  None  that  we  are  aware  of. 


THE  TOP 


The  chief  executives  at  right 
raked  in  the  highest  com- 
pensation over  five  years 
(salary,  bonus,  realized 
gains  in  stock  options, 
vested  stock  grants  and 
other  goodies,  such  as  com- 
pany-paid insurance  and 
golf  club  dues).  Market 
value  reflects  the  chief  ex- 
ecutive's holdings  in  his 
company.  Vested  options 
are  those  that  were  in  the 
money  at  the  end  of  the 
company's  latest  fiscal  year. 


Computer  Associates 
I  CharlesJL_ 


Pay£a 

Compensation 
Market  Value 
Vested  Options 

General  Electric 

Jack  F.  Welch  Jr_ 


42% 


Pay  Package 


5-year  total  return 
(annualized) 

(SM1JX 


Compensation 
Market  Value 
Vested  Options 


> 


$262 
$144 
$262 
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Walt  Disney 

Michael  P.  Eisner 

17% 

5-year  total  return  (annualized) 

Pay  Package ($mjd_ 


Compensation         $674 
Market  Value  $482 

Vested  Options  $0 


Colgate-Palmolive 

Reubei 


30% 


fi-year  total  return  (annualized) 

Pay  Package (sjuu 


Compensation 
Market  Value 
Vested  Options 


$203 
$231 
$238 


II  Take  Stock 


Dm  1994  to  1999  the  percentage  of  chief 
ecutive  pay  that  came  from  realized  gains  in 
)ck  options,  vested  stock  grants  and  other 
mpany  perks  went  from  41%  to  77%. 


1999: 

Total  Compensation:  $5.8  billion 


Salary/Bonus:  $1.4  billion 


Stock  Gains:  $2.8  billion 


Stock  Grants  and 
Company  Perks:  $1.7  billion 


1994: 

Total  Compensation:  $1.7  billion 


iry/Bonus:  $1  billion 


:k  Gains:  $338  million 


:k  Grants  and 

ipany  Perks:  $362  million 


re:  Forbes. 


Citigroup 

Sanfnrrl  I.  WrIII 

48% 

5-year  total  return  (annualized) 


Pay  Package c$mill 


Compensation  $619 
Market  Value  $1,105 
Vested  Options  $41 


IBM 

Louis  V.  Gerstner  Jr. 


H 


38% 


5-year  total  return  (annualized) 

Pay  Package ($miu_ 


Compensation         $185 

Market  Value  $101 

LVested  Options        $263 


Performance  versus  Pay 

Changes  in  stock  returns  and  what  the  boss  earns:  a  huge  disconnect. 
COMPANY/CHIEF  EXECUTIVE              TOTAL  RETURN             COMPENSATION 

5 -year      Relative  to 

i    5-yr  change      1999 

Heal 

(annualized)    S&P  580 

(annualized)     ($thou) 

Dell  Computer/Michael  S  Dell 
Sun  Microsystems/Scott  G  McNealy 

131%         2,288 
103            1,176 

48% 
20 

52 
20 

42 
63 

26 
84 

34 
13 

$2,856 
3.744 

121.700 
15.563 

13.784 
10,041 

18.146 
69,111 

13.849 
569 

Cisco  Systems/John  T  Chambers 
EMC/Michael  C  Ruettgers 

91             881 
87             790 

Oracle/Lawrence  J  Ellison 
Best  Buy/Richard  M  Schulze 

68             460 
64             406 

Applied  Materials/James  C  Morgan 
Cbarles  Schwab/Charles  R  Schwab 

62             379 
61              377 

Target/Robert  J  Ulrich 

Costco  Wholesale/James  D  Sinegal 

46              226 
46              231 

WORST 

Foster  Wheeler/Richard  J  Swift 
MicroAge/  Jeffrey  0  McKeever 

-27                 7 
-27                 7 

-8 
-6 

-26 

4 

29 
-4 

24 
16 

37 
11 

780 
716 

1,522 
1.158 

Service  Corp  International/Robert  L  Waltrip 
JC  Penney/James  E  Oesterreicher 

-21                11 
-17                13 

Armstrong  World  Industries/George  A  Lorch 
Crown  Cork  &  Seal/William  J  Avery 

-15                15 
-15                15 

4,216 
1,527 

5,590 
7,399 

6,084 
2,535 

Owens  Corning/Glen  H  Hiner 
CSX/John  W  Snow 

-13               18 
-10               21 

PacifiCare  Health  Systems/Alan  R  Hoops 
Harrah's  Entertainment/Philip  G  Satre 

-9                21 
-7                24 

Relative  to  market  is  the  ending  value  of  $IOC 
invested  in  the  market.  Sources:  Forbes:  Intel 

invested  in  the  stock,  divided  by  the  ending  value  of  $1 
active  Data  Corp  via  FactSet  Research  Systems. 
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America  Online 
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Pay  Package 


5-year  total  rotum 
(annualized) 

(SMIL) 


Compensation         $392 
Market  Value  $65 

Vested  Options  $0 


$140 
100 


10 


111% 

5-year  total  return  (annualized) 

Pay  Package c$mid_ 


Compensation  $334 
Market  Value  $477 
Vested  Options      $657 
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Pay  Package 


Compensation 
Market  Value 
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HealthSouth 


-11% 


Pay  Package 


5-year  total  return 
(annualized) 

(SMIL) 


Compensation  $146 

Market  Value  $27 

Vested  Options  $10 


$140 
100 
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WHILE  PAY  PACKAGES  SOARED  LAST  YEAR 
for  most  chief  executives,  a  notable 
group  of  bosses  took  a  shellacking. 
Theirs  were  the  stocks  that  went  down  in  1999 
while  the  rest  of  the  market  was  reaching  for 
the  skies. 

"There  were  spectacular  winners,  but  also 
flameout  losers,"  says  Carl  Weinberg,  principal 
in  PricewaterhouseCoopers'  global  human  re- 
sources division. 

We  asked  Weinberg  to  cull  16  of  last  year's 
big  losers  from  S&P  500  companies  (see  chart). 
We're  calling  the  total  amount  for  each  execu- 
tive his  company-derived  wealth,  rather  than 
compensation.  That's  because  it  includes  the 
value  of  company  stock  owned  by  the  execu- 
tive, as  well  as  traditional  compensation — such 
as  salary,  bonus  and  options.  This  company-de- 
rived wealth  takes  full  measure  of  what  a  chief 
executive  has  at  stake  in  running  his  business. 
And  among  these  select  losers,  the  average 
shrinkage  for  1999  was  a  stunning  $96  million. 

Don't  feel  too  sorry  for  these  guys.  They  still 
took  home  an  average  of  $3.2  million  before 
options  and  grants.  (Weinberg  included  unex- 
ercised options  in  his  analysis;  compensation 
tables  that  begin  on  page  225,  however,  count 
only  those  options  exercised  last  year.) 


Easy  Come 


These  guys  were  looking  for  fat  payouts  from 
options.  Then  the  options  went  the  wrong  way. 

BY  JOANNE  GORDON 


Weinberg's  list  suggests  that  options  are  doing  what  they 
were  designed  for:  rewarding  the  good,  punishing  the  bad. 
Most  of  the  companies  failed  to  meet  performance  targets  and 
investors  acted  accordingly.  For  the  most  part,  they  weren't 
losers  tust  because  Wall  Street  turned  sour  on  their  sectors. 

Service  Corp.  International  Chief  Executive  R.L.  Waltrip 
had  a  really  bad  year.   His  company  stake,  including  salary, 


options  and  shares,  sank  from  $123  million  to  $7.1 
million  last  year.  Hurt  by  overexpansion  and  a  droj 
in  mortality  rates,  the  company  reported  a  net  los 
of  $32  million  last  year,  including  one-time  charges. 
Another  big  loser:  Progressive  Corp.'s  chief  executivi 
Peter  B.  Lewis.  His  derived  wealth  plummeted  from  $1.< 
billion  in  1998  to  $700  million  last  year.  Lewis  owns  9  mil 
lion  shares  that  collapsed  from  $169  in  1998  to  $73  in  199' 
as  ad  costs  soared  while  declining  auto  premiums  failed  t< 
keep  up  with  accident  claims. 

What  happens  to  chief  executives  when  their  options  gc 
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bad?  Some  get  saved  in  funny  ways.  Hilton  Hotels'  chief, 
Stephen  Bollenbach,  saw  6  million  of  his  options  swim  below 
their  $1 1 .88  (split-adjusted)  exercise  price  last  year,  pushing  his 
total  company  wealth  down  some  $7  million  from  1998.  "He 
needed  scuba  gear,"  says  James  Hatch,  of  consulting  firm 
Compensation  Resource  Group.  And  he  got  it. 

When  Hilton  split  off  its  gaming  business  in  December 
1998  into  Park  Place,  a  separate  company,  Bollenbach  was 
named  chairman — and  granted  9  million  options  in  the  new 
outfit.  He  has  since  exercised  and  sold  five  million  Park  Place 
shares,  reaping  $59  million. 

Deploying  tactics  used  in  the  1970s  bear  market,  lots  of 


which  a  chief  can  exercise,  went  out  of  style  after  accounting 
rules  in  1998  required  a  charge  to  earnings  for  repriced  op- 
tions. In  Iomega's  proposed  plan,  executives  would  surren 
der  up  to  2.5  options  for  each  option  they  get  at  a  lower  price 

Meanwhile,  what  are  executives  to  do  when  they  mee 
earnings  targets  but  Wall  Street  hardly  notices?  Take  Andral 
Pearson,  who  this  year  stepped  down  as  chief  executive  o 
Tricon  Global  Restaurants  (Taco  Bell,  Pizza  Hut).  Pearsoi 
met  earnings  per  share  targets  for  1999  and  got  a  $2.4  millioi 
bonus,  but  wilting  options  drained  his  overall  company 
derived  wealth  by  $10  million. 

Weinberg  predicts  companies  in  out-of-favor  industrie 


Funny  Money 


Here  are  some  of  the  biggest  losers  in  terms  of  combined  pay  and  company  stock  last  year. 


CHIEF  EXECUTIVE/CflMPANY 


Paul  Allaire/Xerox 

Geoffrey  Bible/Philip  Morris  Cos 

Stephen  Bollenbach  Hilton  Hotels 
David  Burnham/Raytheon 

John  E.  Drury /Waste  Management1 
Paul  B.  Fireman/Reebok  International 

David  I.  Fuente -Office  Depot 

Keith  W.  Hughes  Associates  First  Capital 

Peter  B.  Lewis/Progressive 
John  B.  McCoy/Bank  One2 

Andrall  Pearson/Tricon  Global  Restaurants 
D.  Dowd  Ritter/AmSouth  Bancorporation 

Richard  M.  Scrushy/Healthsouth 

R.L.  Wartrip  Service  Corporation  International 

Lloyd  W.  Ward/Maytag 

Thomas  Van  Wcclden  Allied  Waste  Industries 


COMPANY  WEALTH  WHAT  WENT  WRONG 


SMILLUIMS 


1998 


$127 
153 


27 


122 

77 

59 
31 


1.842 
60 


21 
21 


110 
123 

39 
37 


1999 


$28 
36 

23 
8 


25 
43 

35 
17 


700 
37 

11 
15 

17 

7 


A  muddled  reorganization;  sales  force  troubles 

Rising  sales;  earnings  overshadowed  by  tobacco  litigation 

Cyclical  lodging  industry;  Promus  acquisition 

Weak  defense  market;  cost  overruns;  hefty  one-time  charges 

Top  execs  ousted  after  fumbled  merger  integrations 
Retailer  downsizing;  fashion  trends:  restructuring  charges 


23 
6 


Aggressive  pricing  hurt  margins:  same-store  sales  disappointed 
Earnings  up,  but  Street  focused  on  losses  from  home-equity  lending 

High  ad  costs  mixed  with  low  prices:  lousy  insurance  fundamentals 
Lackluster  credit  card  performance 

Tacos.  pizza  not  as  tasty  as  New  Economy  stocks 
Poor  acquisition  choice:  many  non-performing  assets 

Surgery  revenues  down;  managed  care  squeezed  outpatient  payments 
Overexpansion:  declining  mortality  rates 

New  ovens  didn't  wow  consumers;  expectations  overheated 
Trouble  integrating  Browning-Ferris:  slow  asset  sales 


Company  wealth  includes  salary,  bonus,  options,  stocks  and  other  cash.  'Ousted  9/99;  died  4/00.  Retired  12/99. 
Sources:  PncewaterhouseCoopersi  Forbes. 


companies  are  throwing  more  cash  or  outright  stock  grants 
to  chiefs  to  offset  option  losses.  Last  year  the  average  size  of 
restricted  stock  grants  rose  43%,  from  $849,000  to  $1.2  mil- 
lion. For  instance,  when  Owens  Coming's  stock  dropped  by 
51%  last  year,  Chief  Executive  Glen  H.  Hiner  would  have  lost 
a  lot  more  than  $2  million  were  it  not  for  a  $3  million  cash 
bonus  plus  a  restricted  stock  package  worth  $2.28  million. 

Given  the  parlous  state  of  the  market,  look  for  companies 
to  get  even  more  creative  to  protect  the  boss'  pay  this  year. 
Reebok  and  Proctor  &  Gamble  extended  the  terms  in  which 
options  can  be  exercised  to  10  and  15  years,  respectively. 

A  proposal  at  Iomega  Corp.,  a  data  storage  firm  with  a 
particularly  volatile  stock,  would  give  a  new  twist  to  the  strat- 
egy of  repricing  options.  Repricing,  which  lowers  the  price  at 


will  resort  to  "safety  nets" — cash  if  options  are  underwatei 
Bestfoods  has  such  as  plan.  Over  a  four-year  cycle  executive 
are  awarded  "units" — stock  plus  some  cash — each  year.  Th 
number  of  units  earned  go  up  and  down  based  on  perfor 
mance  compared  to  peer  companies.  If  the  company  doe 
not  perform  well,  executives  get  options  in  lieu  of  the  mor 
valuable  units. 

Yet  in  some  quarters  there's  little  sympathy  for  thes 
folks.  If  stockholders  aren't  getting  a  nice  return,  why  shoul 
the  chief  executive? 

"They  should  suck  it  up,"  says  Richard  Wagner,  presider 
of  Strategic  Compensation  Research  Associates,  a  consultin 
firm  based  in  New  York  City.  "If  a  Rust  Belt  executive  wart 
to  go  work  in  another  industry,  let  him." 


These  chief  execs  lost  an  average  of  $96  million.  Don't 
too  sorry  for  them-they  still  took  home  a  tidy  sum 
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Wherever  you  are,  whenever  you 
need  us,  the  Allianz  Group  is 
always  there  for  you. 


For  over  75  years  we  have  successfully  managed  the 
assets  of  life  insurance  policy  holders.  This,  together 
with  the  close  cooperation  of  our  global  partners  and 
the  experience  of  our  asset  management  team  leads  to 
improved  long-term  investment  performance.  It's  no 
wonder  then,  that  we  were  recently  awarded  the  pres- 
tigious Standard  &  Poor's  AAA  rating.  Maybe  that's  why 
we  insure  more  Fortune  500  companies  worldwide 

than  anyone  else.  Allianz.  The  Power  Beside  You. 


Allianz  Group.  Europe's  leading  global  insurer 
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THE  TOP  MCH    CEOS 


What  the  Boss  Made  Ksr 


THE  800  CHIEF  EXECUTIVES  INCLUDED  IN  THIS  YEAR'S 
survey  had  a  combined  $5.8  billion  in  compensation,  a 
12.8%  increase  over  last  year.  Main  reason:  restricted 
stock  grants.  Charles  Wang,  chief  executive  of  Computer  As- 
sociates, tops  the  list  at  $650  million,  thanks  to  $645  million  of 
1  shares.  Next  was  Robert  (Bobby)  Johnson  of  Foundry 
irks,  [ohnson's  compensation  of  $231  million  came  al- 
most entirely  from  the  value  of  vested  shares.  Last  year's  win- 


ner, Walt  Disney's  Michael  Eisner,  fell  to  third  place  with  cor 
pensation  of  $51  million,  almost  all  of  which  came  from  re 
ized  gains  in  stock  options. 

When  calculating  chief  executive  pay,  FORBES  measures  I 
following  for  the  company's  latest  fiscal  year:  salary  and  bom 
"other"  compensation,  such  as  automobile  allowances  and  tt 
stricted  stock  grants  that  became  vested;  and  "stock  gain.; 
which  is  the  amount  realized  by  exercised  stock  options. 
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lOMPANY/CHIFF  FXFHIITIVF 

RANK 

COMPENSATION 

STOCK  OWNED 

Among       In 
800  CEOS  industry 

STHOUSANDS 

% 
change 

STHOUSANDS 

% 

SMILLI0NS 
Mkt  value 

Salary 

Bonus 

Other  Stock  gains 

Total 

5-yr  total 

MUSTRY  MEDIANS 

$968 

$1,400 

29% 

$343 

$334 

$3,953 

$18,149 

0.08% 

$10.8 

oeing/Philip  M  Condii 

eneral  Dynamics/Nicholas  D  Chabraja 

308 
116 

7 

4 

8 
3 

9 
10 

1 
6 

5 
2 

1,093 
837 

1,901 
1.550 

200 

14 

44 
52 

-4 
-46 

86 
383 

1.063 
3,604 

9 
148 

7.259 

71 
5.128 

598 

3,080 
10,029 

2,981 
11.820 

1,632 
1.406 

21,514 
3,276 

4,630 
16,819 

14,979 
21.3204 

10,992' 
32.874 

6,439* 
6,4234 

34.116 
NA 

NA 
50,145 

_5 

0.18 

0.04 
0.03 

0.05 
0.02 

0.7 
18.8 

1.3 
14.2 

FGoudrich/DavidL  Burner 
oneywell/Michael  R  Bonsignore 

318 
96 

475 

514 

45 
293 

226 
61 

817 
1,088 

676 

1,258 

1,031 
2,000 

350 

itton  Industries/Michael  R  Brown 
ockheed  Martin/Vance  D  Coffman 

0.9 
1.7 

orthrop  Grumman/Kent  Kresa 
aytheon/Oaniel  P  Burnham 

936 

901 

1,000 
1,200 

1,400 
900 

160 

NA 

303 
1.475 

18.875 
13,266 

0.68 
0.11 

0.28 
0.10 

28.1 
7.5 

24.3 
27.3 

extron/Lewis  B  Campbell 

nited  Technologies/George  David 

1,400 
2,200 

29 
11 

2,230 
153 

1  Ji|l|c 

TRY  MEDIANS 

$630 

$472 

11% 

$177 

- 

$1,649 

$8,065 

0.31% 

$9.0 

usouth  Bancorp/C  Dowd  Ritter 
ssociated  Banc-Corp/Robert  C  Gallagher 

257 
662 

25 
81 

789 
375 

750 
NA 

440 
927 

1,184 
165 

829 
NA 

309 
607 

10 
NA 

70 

28 
13 

1,997 

36 

2,156 

$150 

3,978 
726' 

5,819 

869 
1,855 

4.069 
14,344 

3,512 

11.944 
NA 

17.282 
NA 

4,447 
7,537 

27,975 

31,209' 

NA 
9,797 

0.16 
0.47 

1.12 
NA 

0.98 
0.48 

9.0 
7.7 

storia  Financial/George  L  Engelke  Jr 
anco  Santander  PR/Juan  Arenado 

186 

621 
443 

251 
69 

278 

15 

74 
44 

24 
2 

27 

2, 

085 

14.4 

8.8 
10.4 

ancorpSouth/Aubrey  B  Patterson 
ancWest/Walter  A  Dods  Jr 

120 

320 

ink  of  America/Hugh  L  McColl  Jr 
ink  of  New  York/Thomas  A  Renyl 

ink  One/James  Dimon 

ink  United/Barry  C  Burkholder 

1,250 
850 

NA 
475 

2,500 
931 

NA 
875 

7 
-30 

13 

319 

4,968 

2,162 

7,595 
417 

0.05 
0.12 

0.18 
0.30 

0.08 
0.07 

39.7 
34.8 

62.5 
3.0 

0.2 
6.2 

ly  View  Capital/Edward  H  Sondker 
MT/John  A  Allison  IV 

675 
373 

539 
632 

527 
663 

406 
131 

85 

34 

56 
76 

55 
82 

39 
6 

413 
680 

255 
685 

41 
11 

12 
603 

679 
2,385 

1,261 
847 

1,350 
717 

2.100 
8,676 

2,940 
8,631 

3.819 
NA 

5.503 
2.927' 

. 

12,116 
NA 

OK  Financial/Stanley  A  Lybarger 
ipitol  Federal  Finl/John  C  Dicus 

375 
624 

618 
550 

635 
931 

100 
99 

371 

685 
5.281 

8 
1 

13 
-11 

402 
123 

296 
167 

384 

66 

768 
2.417 

0.17 
0.06 

0.21 
0.29 

1.3 
0.5 

CB  Financial/Ernest  C  Roessler 
entura  Banks/Cecil  W  Sewell  Jr 

3.4 
4.7 

larter  One  Finl/Charles  John  Koch 
use  Manhattan/William  B  Harrison  Jr 

16 
NA 

11 

47 

0.31 
0.04 

12.7 
24.5 

tizens  Banking/Robert  J  Vitito 
ty  National/Russell  Goldsmith 

708 
473 

91 
48 

425 
698 

983 
810 

620 
575 

906 

350 
1,270 

150 
470 

-23 
11 

57 

7 

10 
23 

26 
19 

96 
400 

104 
66 

39 
11 

2,406 

1,645 

490 
1,634 

1.429 
4.886 

874' 
2.755 

901 
651' 

1,530 
1.018' 

2,037 
559 

7,369 
792 

1,508 
993' 

6.365 
2,814 

2,116' 
1,932 

4.155 
4,807 

5.533 
18.531 

3,855 

9.687 

....... 

12,026 
NA 

6,063 
NA 

6,465' 
NA 

19.990 
3,111 

5,519 
NA 

16,465 
10,097 

NA 
5.966 

0.28 
7.71 

5.30 
0.20 

2.57 
2.68 

2.3 
127.1 

61.0 
12.8 

25.4 
50.2 

ilonial  BancGroup/Robert  E  Lowder 
mierica/Eugene  A  Miller 

immerce  Bancorp/Vernon  W  Hill  II 
immerce  Bancshs/David  W  Kemper 

507 
213 

618 
334 

615 
684 

53 
18 

73 
31 

70 
88 

immercial  Federal/William  A  Fitzgerald 
immunity  First  Bkshs/Mark  A  Anderson 

562 
349 

714 
413 

825 
250 

953 
620 

468 
407 

613 
771 

111 

228 

275 

1.125 
300 

1,140 

205 
475 

344 
468 

-18 
NA 

-21 
29 

0 
69 

16 
3 

12 
13 

2 
4 

339 
21 

588 
302 

87 
9 

293 
171 

42 
111 

26 
1,576 

171 
28 

4,983 

792 

5,382 

0.85 
1.16 

0.89 
0.32 

0.33 
0.36 

7.9 
8.9 

impass  Bancshares/D  Paul  Jones  Jr 
illen/Frost  Bankers/Richard  W  Evans  Jr 

490 
594 

49 
62 

18.5 
4.3 

6.1 
2.1 

me  Bancorp/Lawrence  J.Toal 
iwney  Financial/Daniel  D  Rosenthal 

415 
697 

143 
648 

496 
602 

162 
328 

404 
433 

320 
586 
137 

41 
89 

8 
78 

50 
64 

11 
29 

38 
42 

28 

60 

7 

fth  Third  Bancorp/George  A  Schaefer  Jr 
rst  Citizens  Bcshs/lewis  R  Holding 

rst  Midwest  Bncp/Robert  P  O'Meara 
rst  Natl  Nebraska/Bruce  R  Lauritzen 

rat  Security /Spencer  F  Eccles 
rst  Tennessee  Natl/Ralph  Horn 

0.19 
15.74 

1.28 
8.36 

2.72 
0.42 

35.1 
101.6 

12.2 
54.6 

71.4 
10.1 

st  Union/G  Kennedy  Thompson 

st  Virginia  Banks/Barry  J  Fitzpatrick 

500 
660 

850 
575 
992 

455 

1.700 

440 

4.000 

NA 
31 

42 
14 
14 

1.616 
78 

428 

39 

2,704 

739 

0.03 
0.18 

0.21 
0.30 
0.10 

9.8 
3.2 

,  "Star/Jerry  A  Grundhofer 
■stMerit/John  R  Cochran 
[  :et  Boston  Finl/Terrence  Murray 

2,978 
1.054 
7.696 

22.627 

4.346 

33,149 

52.1 

4.6 

31.7 

R  is  based  on  total  compensation  for  latest  fiscal  y 
N  ■lot  available.  Annualized  salary.  2Paid  to  c 
»|   executive  office.  9Less  than  $100,000.  IC 

ear.  Market  value  of  CEO  s 
ate.  3Four-year  total.  ' 
Received  options  or  re 

tock  is  based  on  Apr.  14  stock  price  and  includes  all  classes  of  comm 
Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  7Pr 
.tricted  stock  in  lieu  of  portion  of  salary.  "Received  options  o 

ML  Compensator 

or-year  data.  s 
restricted  sto( 

F    O    I 

percent  change 
New  CEO:  comr. 
k  in  lieu  of  port 

I    B    E    S    ■ 

s  combined  s 
ensation  m< 
ion  of  bonui 

May  15, 

alary  and  bonus, 
ty  be  for  an- 

|    For  more  data  on  all  of  the  Fori 

jes  500s  chief  exe 

cutives,  go  to  www.forbes.com/ceo2000. 
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BANKING 

COMPANY/HHIFF  FXFCIITIVF 

RANK 

COMPENSATION 

STOCK  OWNED 

Among 
800  CEOS 

In 

industry 

STHOUSANDS 

% 
change 

STHOUSANDS 

% 

SMIJUUJDJ 

|  Mktvali 

Salary 

Bonus 

Other  Stock  gains 

Total 

5-yr  total 

INDUSTRY  MEDIANS 

$630 

$472 

11% 

$177 

- 

$1,649 

$8,065 

0.31°o 

$9.0 

Fulton  Financial/Rufus  A  Fulton  Jr 
Golden  State  Bancorp/Gerald  J  Ford 

Golden  West  Finl/Marion  0  Sandler 
GreenPoint  Financial/Thomas  S  Johnson 

Hibernia/Stephen  A  Hansel 

Hudson  City  Bancorp/Leonard  S  Gudelski 

Hudson  United  Bancorp/Kenneth  T  Neilson 
Huntington  Bancshs/Frank  Wobst 

Imperial  Bncp/George  L  Graziadio  Jr 
Independence  Community/Charles  J  Hamm 

KeyCorp/Robert  W  Gillespie 
Keystone  Finl/Carl  L  Campbell 

M&T  Bank/Robert  G  Wilmers 
Marshall  &  llsley/James  B  Wigdale 

Mellon  Finl/Martm  G  McGuinn 
Mercantile  Bkshs/H  Furlong  Baldwin 

JP  Morgan  &  Co/Douglas  A  Warner  III 
National  City/David  A  Daberko 

Natl  Commerce  Bncp/Thomas  M  Garrotl 
North  Fork  Bancorp/John  Adam  Kanas 

Northern  Trust/William  A  Osborn 
Old  Kent  Financial/David  J  Wagner 

Old  National  Bncp/James  A  Risinger 
One  Valley  Bancorp/J  Holmes  Morrison 

Pacific  Century  Finl/Lawrence  M  Johnson 
People's  Bank/John  A  Klein 

Peoples  Heritage  Finl/William  J  Ryan 
PNC  Financial  Services/James  E  Rohr 

Popular/Richard  L  Carrion 

Provident  FinI  Group/Robert  L  Hoverson 

Regions  Financial/Carl  E  Jones  Jr 
Riggs  National/Joe  L  Allbritton 

Roslyn  Bancorp/ Joseph  L  Mancino 
Sky  Financial  Group/Marty  E  Adams 

SouthTrust/Wallace  D  Malone  Jr 
Sovereign  Bancorp/Jay  S  Sidhu 

Summit  Bancorp  1  Joseph  Semrod 
SunTrust  Banks/1  Phillip  Humann 

Synovus  Finl/James  H  Blanchard 
TCF  Financial/William  A  Cooper 

Trustmark/Richard  G  Hickson 
UMB  Financial/R  Crosby  Kemper 

Union  Planters/Beniamin  W  Rawlins  Jr 
UnionBanCal/Takahiro  Moriguchi 

US  Bancorp/John  F  Grundhofer 
Valley  Natl  Bancorp/Gerald  H  Lipkin 

Wachovia/Leslie  M  Baker  Jr 
Washington  Federal/Guy  C  Pinkerton 

Washington  Mutual/Kerry  K  Killinger 
Webster  Financial/James  C  Smith 

Wells  Fargo/Richard  M  Kovacevich 
Wilmington  Trust/Ted  T  Cecala 
Zions  Bancorp/Harris  H  Simmons 

665 
249 

100 
275 

607 
554 

613 
244 

83 
23 

4 
26 

66 
58 

68 
22 

534 
2,200 

950 
733 

625 
788 

21 
1,376 

180 

800 

150 
319 

8 
38 

5 

-37 

-36 
•6 

83 
514 

22 

2,033 

204 
88 

$77 

10,237 

715 
4,090 

11,389 
3,566 

2.961 
NA 

45,478 
17,559 

0.16 
13.72 

10.22 
0.66 

0.17 
0.48 

2.2 
237.4 

497.4 
12.1 

2.9 

8.0 

979 
1,195 

912 
4,169 

7,611 
NA 

5.634 
11,992 

450 

977 

450 
1.143 

15 
72 

12 

148 

1,900 

0.35 
0.47 

8.90 
0.86 

0.05 
0.30 

3.6 
21.6 

94.7 
6.7 

3.9 
2.5 

450 
671 

342 
633 

616 
144 

181 
506 

127 
193 

155 
333 

45 

84 

33 
77 

71 
9 

14 

5; 

16 

10 
30 

500 
545 

990 
462 

984 
114 

1,013 

21 

6 

-3 

-17 

315 
39 

666 
74 

310 

1,799 
699 

2,669 
945 

889 
7,337 

22,557 
2,3884 

16.713 
4,042 

15,875 
17,764 

400 
700 

729 
850 

700 
983 

559 
1.040 

475 
751 

1,200 
442 

3 
13 

12 

-5 

14 
2,354 

2.196 
141 

3,532 
1,791 

2,306 
2,961 

1,639 

6.17 
0.25 

0.13 
0.45 

0.04 
0.08 

1.48 
0.99 

0.22 
0.16 

0.08 
0.09 

212.8 
12.7 

19.3 
8.9 

7.2 
8.7 

28.0 
28.5 

27.8 
5.8 

1.2 
1.0 

5,916 
1,433 

NA 
7.854 

4,600 
500 

535 
1,500 

1,500 
844 

289 
302 

183 
6 

5 
22 

19 
6 

20 
32 

3.788 
1.800 

2,557 

218 

1.970 
48 

183 
4 

9,068 
5.589 

6.612 
2.758 

43.111 
21,916 

21,062 
28.103 

178 
472 

13 
47 

838 
750 

5,946 
1.642 

902 
745 

953 
669' 

993 
5,130' 

16,812 
8,381 

1,971* 
4,035 

7,669 
NA 

4,966 
NA 

614 
658 

629 
679 

603 
201 

681 
502 

382 
617 

467 
592 

170 
375 

214 
340 

436 
412 

608 
656 

392 

707 

89 
544 

229 
716 

230 
519 

33 
566 
596 

69 
80 

75 
86 

65 
17 

87 
51 

36 
72 

46 
61 

12 
35 

19 
32 

43 

40 

67 
79 

37 

90 

3 
57 

20 
92 

21 
54 

1 

59 
63 

430 
439 

735 
338 

579 
755 

540 
578 

250 

401 
1.809 

72 

550 

-21 
NA 

29 
NA 

-22 
8 

88 
81 

30 
2.366 

0.36 
0.03 

0.09 
0.05 

0.82 
0.31 

5.5 
0.4 

1.2 

6.7. 

24.0 
4.6 

13 
201 

53 
349 

665 
1.477 

2.280' 
887 

4,349 
NA 

NA 
3,892 

500 
819 

515 
501 

975 

450 

356 

260 
458 

1.856 
500 

56 
20 

55 
NA 

22 

6 

1,127 
67 

881 
63 

1,503 

296 

1,850 
1,434 

0.16 
30.81 

0.37 
0.20 

1.28 
0.84 

7.5 

103.6 

5.0  1 
2.5  1 

53.5  1 
12.5  1 

1,656' 
1.021' 

6.184 
2.384 

2.9751 
NA 

17.306 
9.839 

890 
700 

656 
700 

485 

675 

655 
526 

492 
1.050 

485 

-10 
30 

3 
150 

23 
0 

1.125 
1.333 

762 
86 

7 

25 

2,196 
127 

215 

50 

4.B66 
2,686 

1,910 
2,051 

19,631 
6.265* 

8.276 
9.258 

0.19 
0.19 

0.72 
2.45 

_5 

17.47 

8.2  1 
30.3  1 

33.3  1 
44.6  1 

140.0  1 

977 
750 

2,513* 
3,753 

770 
469 

895 
500 

942 

386 

750 
475 

1,471 

-41 
42 

-30 
8 

39 
-1 

534 
25 

1.139 
228 

2.081 
42 

903 

9,646 
41 

2,207 
494 

19.324 
1,247* 

0.16 

_5 

0.13 

0.35 

0.05 
1.27 

6.1    1 
0.2 

21.2    j 

5.6  j 

6.6    1 

11.4 

12,430 
1,245 

4,494 
428 

76.573 
5.950 

11.874 
2,429 

1,000 
572 

9B3 
506 
434 

1.551 
752 

4,500 
483 
255 

56 
44 

40 
-3 
11 

426 
52 

1.024 

7 

326 

1.494 

20.598 
143 

4,470 
1.376 

27,106 
1,138 
1,015' 

13,228 
6.854 

53,744 
3.878' 
4,484 

0.19 

0.73 

0.09 
0.34 
2.93 

26  7  1 
6  4  |l 

56.0  1 

5.2  1 

104.3  1 

Rank  is  based  on  total  compensation  tor  latest  fiscal  year  ManVet  value  ol  CEO  stock  is  based  on  Apr  14  stock  price  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  t 
NA  Not  available  Annualized  salary  'Paid  to  date  3Four-year  total.  'Three-year  total.  'Less  than  0.01%.  'Annualized  bonus.  'Prior-year  data  "New  CEO;  compensation  may  be  for  e 
other  executive  office.  'Less  than  $100,000    '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
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Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 


1 


B 


w 


■  '■ 


v 


ilfur  is  a  naturally  occurring  element  in  gasoline 

id  contributes  to  air  pollution.  But  until 

icently,   the  methods  used  to  remove 

ilfur  from  gasoline  weren't  very  efficient.  So 

Iiillips  is  developing  a  new  process  that 
moves  more  than  90%  of  the  sulfur  in 
andard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company,  rmrs 

PHILLIPS  PETROLEUM  COMPANY  (??) 


Ii  ci  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesvillc,  OK  74004, 
or  visit  us  at  www.phillips66.com. 


THF  TOP  ?SOO  CEOS 


CflMPANY/CHIFF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWNFI1 


as 
ur 


INDUSTRY  MEDIANS 


AES/DennisWBakke 

Allied  Waste  Inds/Thomas  H  Van  Weelden 

Automatic  Data/Arthur  F  Weinbach 
Avis  Group  Holdings/A  Barry  Rand 

H&R  Block/Frank  L  Salizzoni 
Calpine/Peter  Cartwright 

Cendant/Henry  R  Silverman 
Convergys/James  F  Orr 

Equifax/Thomas  F  Chapman 
Express  Scripts/Barrett  A  Toan 

First  Data/Henry  C  Duques 
Galileo  lirfl/James  E  Barlett 

WW  Grainger/Richard  L  Keyser 
IMS  Health/Victoria  R  Fash 

Interpublic  Group/Philip  H  Geier  Jr 
Kelly  Services/Terence  E  Adderley 

Manpower/Jeffrey  Joerres 
Omnicom  Group/John  D  Wren 

Paychex/B  Thomas  Golisano 
Pittston/Michael  T  Dan 

Republic  Services/James  E  O'Connor 
Sabre  Holdings/William  J  Hannigan 

Service  Corp  Intl/Robert  L  Waltrip 
ServiceMaster/C  William  Pollard 

Sodexho  Marriott/Michel  Landel 
TMP  Worldwide/Andrew  J  McKelvey 

Ventro/Oavid  P  Perry 

Viad/Robert  H  Bohannon 

Waste  Management/A  Maurice  Myers 


INDUSTRY  MEDIANS 


uj    Avtry  Deaaisti/Philip  M  Neal 
Deluxe/John  A  Blanchard  III 

IKON  Office  Solutions/James  J  Forese 
Lexmark  Intl  Group  Paul  J  Curlander 

£    Minn  Mining  t  Mfg/Livio  D  OeSimone 
j;    Pitney  Bowes'MichacI  J  Critelli 

Steelcase,  James  P  Hacketi 
Symbol  Technologies/Jerome  Swartz 

United  Stationers/Randall  W  Larnmore 
Xerox  G  Richard  A  Thoman 


J 


Wl 


L— 


American  Standard/Frederic  M  Poses 
AVX/Bcncdici  P  Rosen 

Caterpillar/Glen  A  Banon 
Cooper  Industries  H  John  Riley  Jr 

Danaher  George  M  Sherman 
Dtere  A  Co/Hans  W  Becherer 

Dover/Thomas  L  Reece 
Eaton/Stephen  R  Hardis 

Emerson  Electric/Charles  F  Knight 
General  Electric/John  F  Welch  Jr 


Among       In 
800  CEOS  industry 


STHOUSANDS 


Salary      Bonus 


STHOUSANDS 


change  Other  Stock  gains   Total   5-yr  total 


% 


Mktva 


428 
564 


135 
668 


545 
291 


91 
407 


524 
593 


232 
449 


479 
480 


59 
451 


647 
190 


635 
526 


719 
568 


493 
562 


698 
627 


756 
247 
492 


372 
212 

36 
■ 


9 
20 


3 
26 


19 

7 


16 
22 


5 

10 


12 
13 

1 
11 


25 

4 

24 

17 


28 
21 

15 
19 

27 
23 

29 

6 

14 


$652    $485    20%  $109 


$1,522    $7,502    0.15%   $5.1 


_10 

900 

659 
7001 


NA 
-29 


18 
245 


$1,964 


485 


10 
NA 


6,969 


567 
575 

2,900 
765 


575 
834 

4.320 
510 


10 

41 

156 
41 


100 
8 


627 
407 


134 

2 

439 

7 

494 

» 

471 

9 

ISO 

4 

224 

5 

299 

6 

145 

3 

577 

10 

54 

1 

_ 

_ 

678 

17 

281 

284 

378 

13 

298 

10 

812 
591 

720 
652 

995 
790 

568 

875 

594 
650 

400 
6001 

970 

475 

371 
833 

193 
825 
850' 


750 
600 

750 
618 

1.048 
846 

700 
896 

540 

900 


NA 

545 

935 
877 

675 
1.030 

850 
947 

1.200 
3.325 


66 
308 


762 
726 

194 
728 

2.000 
630 

200 
2.550 

240 
500 

5306 

309 
115 


1.400 
650 


22 

23 

97 
-1 

-33 
21 

20 
22 

NA 
0 

20 
11 

NA 
NA 

4 
NA 

NA 
-44 

63 

-4 
NA 


266 
807 

557 
304 


1,868 
4,745 

114 


109 
499 

191 
185 

2.050 
378 

23 
2.506 

5 

7 


552 
371 

71 
22 

1.873 
26 


2,701 


471 


12,114 


1,882 
1,145 


8,118 
700 


1,241 
3,284 


12,232 
2,082 


1,363 
1.0197 


4,395 
1,916 


1,577 
1.565 


196 


17,160 
1,799 


792 
5.931 


838 
1,353 


400 
1.130 

1.522 
1,155' 

557' 

855 

183 
4,088 


8,966 
3,7464 


18,301* 
NA 


3.1994 
7,476 


145,363 
6,529' 


5,9434 
5,607 


14,767 
5,353* 


8,929 
NA 


43,031 
7,529 


NA 
16,499' 

3,233 


NA 
NA 

63,651 
NA 

NA 
6,080 

3254 
9.786' 


8.29 
0.46 

0.07 


3.11 

0.21 

0.20 

0.12 
0.08 


0.11 

0.12 
0.06 

0.46 
12.48 

0.02 
0.12 

10.94 

0.15 


0.15 

0.30 
0.49 

0.02 
26.80 

3.49 
0.23 
0.04 


930 
1.200 

750 
1.025 

948 
931 

864 
1.045 

511 


15 
45 

233 
3 

16 
-11 

-16 
-13 

-6 
-76 


1.169 
93 

19 
3 

3.967 
1.286 

1.595 
68 

23 
8.993 


5,556 


1.061 
1.618 

5,325 


8,405 

1.893' 

1,519 
1,647 


7.947 


7,823 
4,680 

3,159 
7,334 

1,074 
17.940 


NA 

5.064] 

NA 
NA 


29,900 
16,969 

7,216' 
26,973 

2.992' 
NA 


0.11 
0.08 

0.06 
0.22 

0.05 
0.10 

0.06 
1.04 

0.03 
0.02 


$877   $1,100    19%   $540 


NA 
33 

441 
705 

1.550 


1.100 
1.346 

3.000 
10.000 


-49 

42 
35 

-3 
-59 


16 
19 

24 
33 


92 

540 
1.824 

69 
2,138 

435 
1,917 

20.702 
45,043 


$1,521 


681 


48,488 


670 


3.437 
3,406 

2,294 
3.169 

2.385 
4.B80 

24.902 
106.855 


NA 
5.126 

NA 
14.184 

23.858 
18.871 

18.622 
18.694 

49,055 
262.362 


0.01 
0.06 

0.02 
0.25 

1.08 
0.10 

0.15 
0.33 

0.38 
0.03 


1,269.0 
5.1 

20.6 


0.3 

148.7 


0.2 
1.9 

5.2 
2.9 

54.7 
106.8 

0.5. 

17.1 

1,289.1 
1.2 

6.: 

3.4 
17.9 

0.2 
1.495.9 

42.6 
5.1 
3.7 


$750    $930    -1%  $631   $531    $3,920   $12,092    0.07%   $5.2 


6.4 

1.5 

0.5 
29.0 

18.2 
11.0 

1.1 
68.5 

0.3 
4.0 


$3,406       $15,408         0.11%       $6.1 


0.4 
3.9 

3.4 
8.4 

73.5 
9.3 

15.7 
18.0 

88.6 
143.9 


Rank  is  based  on  total  compensation  tor  latest  fiscal  year  Market  value  ot  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  b 
NA  Not  available  Annualized  salary  :Paid  to  date  'Four-year  total.  'Three-year  total  H_ess  than  O.OIV  'Annualized  bonus.  'Prior-year  data.  eNew  CEO;  compensation  may  be  for  i 
other  executive  office.  'Less  than  $100,000    '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
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GO  OUT  FOR  SOME  COFFEE. 

IN  BOGOTA. 


TRANSPORT  A  PET. 
LIKE  A  BABY  HIPPOPOTAMUS 


BLOW  BY  A  SPORTS  CAR. 
ON  THE  AUTOBAHN. 


NOT  THAT  YOU  WOULD. 
BUT  YOU  COULD. 


THE  NEW  Oh,  the  places  you  can  now  go  and  the  things  you  can  now  achieve.  That's  because  unde 

240*HP  NISSAN  the  new  2001  Nissan  Pathfinder's  seductively  sculpted  sheet  metal  resides  the  most  pi 

PATHFINDER  SUV  engine  we've  ever  built.  An  exceptionally  potent  3.5-liter.  240-hp  powerplant.  bor 


if  America's  10  best  engines."'  And  reinvented  to  provide  more  horsepower  for  greater  acceleration.  More  torque  for 
:ed  towing  and  hauling  capability.  And  even  more  refinement  in  the  form  of  smoothness  and  quietness  to  improve  every 


i  situation.  So.  while  you  may  neve-f  storm  Pikes  Peak  or  own  the  passing  lane  in  Munich,  isn't  it  nice  to  know  you  could? 


THE  MOST  POWERFUL,  MOST  LUXURIOUS,  MOST 
SUPERLATIVE-FRIENDLY  SUV  WE'VE  EVER  BUILT. 


The  new  Nissan  Pathfinder  is  all  about  going  to         whose  acceleration  and  passing  power  rival  a  performance 
extremes.  Literally  and  figuratively.  And  to  help  get  you         sedan.  And  whose  smoothness  and  quiet  ride  are  remi- 


there.  we've  bestowed  it  with  a  new  engine.  This  state-of-the- 


art  powerplant  is  a  more  muscular  version  of  the  award- 


niscent  of  a  luxury  car.  What's  more,  the  Pathfinder  provides 


you  with  the  off-road  prowess  that  has  made  Nissan  SUVs 


winning  Nissan  Maxima  V6.  (A  powerplant  that's  earned         legend  in  places  where  asphalt  doesn't  even  exist. 


Ward  s  Auto  World's  "10  Best  Engine"  honors  six 


years  in  a  row.)  In  numbers,  the  new  Pathfinder 


generates  240  horsepower.  (A  70-hp 


increase  over  the  previous  Pathfinder. )  And 


in  so  doing,  provides  more  horsepower  than  the 


Of  course,  in  places  where  traffic  is  the  norm. 


you'll  find  the  Pathfinder  performs  with  equal 


poise.  For  you'll  be  soothed  by  our  quietest 


cabin  ever.  Pampered  by  our  finest  grades 


of  leather.  And  entertained  by  a  Bose   audio 


most  powerful  versions  of  Ford  Explorer,  Jeep  Grand         system  with  a  6-disc,  in-dash  CD  changer. 


Cherokee,  Toyota  4Runner  and  every  SUV  Lexus  builds. 


For  more  information,  click  on  NissanDriven.com  or 


But  on  the  road  (and  off  it,  for  that  matter)  is  where         call  800-326-9116.  Better  yet.  take  a  test  drive.  Chances 
you'll  see  these  specs  come  to  life.  In  the  form  of  an  SUV         are,  it'll  be  the  most  rewarding  one  you've  ever  had. 


,csr 


DRIVEN. 


•  Ward's  Auto  World.  January  2000.  Nissan,  the  Nissan  Logo.  DRIVEN  and  Model  Names  are  Nissan  trademarks.  Bose   is  a  registered  trademark  ot  the  Bose 
Corporation.  ©  2000  Nissan  North  America.  Inc.  Tread  Lightly!    Please 


pnyPAMY/HHIFF  FXFHHTIVF 


RANK 


COMPENSATION 


INDUSTRY  MEDIANS 


TmlWirks/W  James  Farrell 
Ingersoll-Band/Roben  L  Henkel 

iTT  Industries/Travis  Engen 
Navistar  hrrl/John  R  Home 

Paecar/Mark  C  Pigott 
Parker-Hannifin/Duane  E  Collins 

Rockwell  Intl/Don  H  Davis  Jr 

Vt  rk  International/Michael  R  Young 

rrrr 


IK11,> 


Air  Prods  &  Chens/Harold  A  Wagner 
Ashland/Paul  WChellgren 

Dew  Chemical/William  S  Stavropoulos 
du  Pont  de  Nemours/Charles  0  Holliday  Jr 

Eastman  Chemical/Earnest  W  Deavenpon  Jr 

FMC/Robert  N  Burt 

Hercules/Vincent  J  Corbo 
Lyondell  Chemical/Dan  F  Smith 

PPG  Industries/Raymond  W  LeBoeuf 
Praxair/Dennis  H  Reilley 


and  Haas/Rajiv  L  Gupta 
Sherwin-Williams/Christopher  M  Connor 

Solutia/John  C  Hunter  III 
Union  Carbide/William  H  Joyce 


Adaptec/Robert  N  Stephens 
Advanced  Micro/Walter  J  Sanders  I 

ftothor  Systems/David  S  Oros 
Alt«ra/Rodney  Smith 


Power  Conversion/Rodger  B  Dowdell  Jr 
Amkor  Technology/James  J  Kim 

I  Analog  Devices/ Jerald  G  Fishman 
:  Apple  Computer/Steven  P  Jobs 

(  .... 

|  Applied  Materials/James  C  Morgan 
cj  Applied  Micro  Circuits/David  M  Rickey 

Arrow  Electronics/Stephen  P  Kaufman 
Atatel/George  Perlegos 

Avnet/Roy  Vallee 
Ireadcem/Henry  T  Nicholas  III 

Irocade  Cemmun/Gregory  L  Reyes 
Cabletron  Systems/Piyush  Patel 

INS  Electronics/Claudio  Osorio 
Usee  Systems/John  T  Chambers 

:ompaq  Computer/Michael  D  Capellas 
Conexant  Systems/Dwight  W  Decker 

Iree/F  Neal  Hunter 

Sypress  Semiconductor/T  J  Rodgers 

Ml  Computer/Michael  S  Dell 
MC/Michael  C  Ruettgers 

JRulex/Paul  F  Folino 

ixtreme  Networks/Gordon  L  Stitt 

Toisar/Jerry  S  Rawls 
■ateway/Jeffrey  Weitzen 


STHOUSANDS 


STHOUSANDS 


Among   In 

800  CEOS  industry  Salary   Bonus  change  Other  Stock  gains   Total   5-yr  total 


255 

6 

396 

14 

167 

3 

352 

11 

418 

15 

271 

7 

183 

4 

626 

16 

676 
263 

713 
30 

590 
538 

103 
778 

52 
715 


419 
718 

520 
28 

725 


654 
5 


434 
630 

385 
478 

375 
63 


714 
764 

733 


54 
25 

58 

4 

45 
43 

15 
66 

6 
60 


33 
61 

41 
3 


62 


51 

1 


36 
49 

30 
39 

28 

7 

59 
64 

63 
11 


512 

11 

465 

10 

107 

1 

227 

2 

452 

9 

368 

6 

578 

13 

330 

5 

270 

3 

377 

8 

528 

12 

279 

4 

370 

7 

$877   $1,100 


696 

750' 

1.041 
833 

938 
985 

775 
426 


903 
832 

987 
1.000 


775 
884 

722 
965 

800 
NA 

675 
467 

508 
967 


425 
1,000 

200 
800 

535 
779 

799 

_I2 


779 
315 


875 
324 

750 
110 


200 
NA 

750 
304 

850 
444 

180 
338 

788 
801 

289 
164 

190 
790 


1,350 
1,000 

1,494 
1,700 

829 

703 

1,725 
411 


473 
764 

1,560 
1,800 


732 
371 



1,414 

900 
NA 

1,118 
510 

941 


250 
2,000 

250 
680 

494 
500 

529 


1.268 

110 

1.000 
81 

182 


150 

NA 

637 

1,000 
337 

13 

405 

2,000 
1,326 

140 

106 

711 


38 
NA 


11 

57 

13 
-2 

223 
NA 


-24 

-17 

61 

5 


19 

1 

NA 

25 

-2 


NA 
NA 

-49 
22 


NA 

196 

29 
124 

9 
28 

43 
0 


102 

-17 

83 
21 

-25 
-2 


NA 

-58 
6 

NA 
NA 

23 
85 


0 
21 

38 

27 

NA 

NA 


911 
429 


554 
20 

252 
1.948 

424 

19 


$832    $764     3%   $301 


33 
68 

199 
30 

70 
1.181 

351 
421 

114 

301 
371 

2,951 
499 


$504         $441  21%        $10 


2 
799 


7 
12 

550 


7 

3 

142 


159 


13 
2 

77 
68 


67 
70 

13 


5 
32 


$1,037 


3.150 


2.962 


$7,843 
1.761 

214 


1.919 


255 


18     $27,016 


8,987 


16,092 


280 
31.653 


120.757 


2,057 
839 

13,366 


11,246 


3,995 
2,179 


6,239 
2,553 

2,019 
3,635 

5,006 
857' 


1,408 
1.664 


10,588 
4,591 


1,791 
2,437 


1,072 
2,801 


3,733 

2,349* 
1,348' 

3,460 
2,406 


677' 
3,799 

450 
20,515 


1,036 
1,291' 

10,064 


18,146 
429 


2,017 
405 


1,371 
31,763 

351 


763' 
121,700 


1,927 
849 


2,251 
1,583 

2,856' 
15,563 

442 
164 

301' 
12,779' 


STOCK  OWNED 


%       SMILLIONS 
Mkt  value 


$3,406       $15,408         0.11%       $6.1 


12,855 
NA 

17,914 
8.129 

6.376' 
11.788 

8.289' 
NA 


002 

_5 

0.23 
0.29 

0.96 
0.10 

0.04 
0.11 


12.141 
8,054s 


23.382 

15,199' 

11,148 
9,698 

NA 
12,843s 

10,969' 
NA 

NA 
NA 

NA 
11.426 


0.08 
0.23 

0.05 
0.04 

0.02 

0.25 

0.21 
0.14 

0.07 
0.03 

0.03 
0.06 


0.08 
0.29 


NA 
33.254 

NA 
31.457 

4.385 
NA 

28,825' 
NA 

45,724 
1.588s 


13.722 
2,047 


NA 

32,041' 

NA 
NA 

9,548 
165,250 

NA 
NA 


2,791 
8,337 

10,041 
51,235 

3.536 
NA 

NA 
NA 


0.02 
0.09 

16.88 
1.53 

9.45 
27.29 


0.24 
1.88 

2.32 
7.52 

0.08 
16.20 

4.41 
0.16 

10.52 

0.04 

0.03 
0.03 

1.05 
0.68 

15.82 
0.13 

0.07 
4.58 

16.53 
0.01 


4.1 
0.2 

5.9 

6.3 

33.9 
4.6 

3.2 
0.9 


$2,406   $11,426    0.07%   $4.0 


$2,008   $12,214    0.22%   $30.9 


10.3 
2.4 

30.9 
35.5 

19,166.9 
149.5 

1.1 
133.3 

660.7 
1.8 


5.0 
5.2 

10.9 
23.1 

0.6 
4.5 


3.5 
2.8 

6.5 
1.6 

2.3 
2.3 


1.2 

20.9 


0.6 

8.6 

484.1 
221.0 

650.1 
1,486.7 

1.8 

148.1 

143.9 

63.1 
659.0 

1.7 
4,222.9 


448.3 

5.4 

4.1 

153.2 

*  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr.  14  stock  price  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bonus 
Not  available.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  aNew  CEO;  compensation  may  be  for  an- 
f  executive  office.  9Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  I2CE0  re- 
«d  $1  for  services  with  company. 
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THF  TOP  f)Ot  r  CEOS 


COMPlHY/nHIFF  FXFHIITIVE 


RANK 


COMPENSATION 


STOCK  OWNED 


t-,   Inacom/Gerald  A  Gagliardi 
Ingram  Micro/Kent  B  Foster 


u 


I 

a 
u 


INDUSTRY  MEDIANS 


GlobeSpan/Armando  Geday 
Hewlett-Packard/Carleton  S  Fiorina 


Intel/Craig  R  Barrett 
IBM/Louis  VGerstnerJr 


4 

M 

EC  '"" 

-    Jabit  Circuit/William  D  Morean 
A-Tencor/Kenneth  L  Schroeder 


Lam  Research/James  W  Bagley 
Linear  Technology/Robert  H  Swanson  Jr 

LSI  Lagic/ Wilfred  J  Corrigan 

Maxim  Integrated  Prod/John  F  Gifford 

Merisel  Dwight  A  Steffensen 
Micron  Technology/Steven  R  Appleton 

Mtlex/Frederick  A  Krehbiel 

Natl  Semiconductor/Brian  L  Halla 

NCR/Lars  Nyberg 

Network  Appliance/Daniel  J  Warmenhoven 

Novell  Eric  Schmidt 

Novellus  Systems/Richard  S  Hill 

PMC-Sierra/Robert  L  Bailey 
QLogic'H  K  Desai 

Quantum-HDD  Group/Michael  A  Brown 
Rambus/Geoff  Tate 

Safeguard  Scientifics/Warren  V  Musser 
SanDisk/Eli  Harari 

Sanmina/Jure  Sola 

SCI  Systems  A  Eugene  Sapp  Jr 

SDL/Donald  R  Scifres 

Seagate  Technology/Stephen  J  Luczo 

Solectren/Koichi  Nishimura 

Sun  Microsystems/Scott  G  McNealy 

Tech  Data/Steven  A  Raymund 
Teradyne/George  W  Chamillard 

Texas  Instruments  Thomas  J  Engibous 
3Com  Enc  A  Benhamou 

Unisys/Lawrence  A  Weinbach 

Vitesse  Semiconductor/Louis  R  Tomasetra 

Wesce  International/Roy  W  Haley 
Xilinx  Willem  P  Roelandts 


Ml 


—J 

Adobe  Systems  John  E  Warnock 
BEA  Systems/William  T  Coleman  III 

BMC  Software/Max  P  Watson  Jr 
Cadence  Design  H  Raymond  Bingham 

Citrix  Systems/Mark  B  Templeton 
Comdisco,  Nicholas  K  Pontikes 

Computer  Associates/Charles  B  Wang 
Computer  Sciences  Van  B  Honeycutl 

Compuwara/Peter  Karmanos  Jr 
F.  piphany/Rcger  S  Siboni 


Among       In 
800  CEOS  industry 


STHOUSANDS 


245 

699 

49 
7B 

141 
667 

1 
597 

10 
741 


12 
22 

3 
4 

9 
IB 

1 
15 

2 
24 


Salary   Bonus 


701 

56 

387 

31 

600 

47 

283 

27 

7 

2 

646 

50 

425 

35 

769 

65 

105 

16 

393 

32 

99 

13 

704 

57 

108 

17 

611 

48 

459 

38 

92 

12 

138 

21 

149 

23 

65 

8 

659 

52 

71 

9 

579 

44 

442 

37 

535 

42 

672 

53 

599 

46 

329 

29 

31 

5 

118 

18 

120 

18 

267 

26 

482 

40 

148 

22 

102 

14 

123 

20 

153 

24 

81 

10 

423 

34 

691 

55 

215 
l.OOO1 


NA 
l.OOO1 


525 

2,000 

424 
446 


92 

283 

788 
265 

505 
605 

519 
753 

994 

323 

602 
525 

230 
316 

792 
211 

414 
368 

425 
502 

234 
834 

660 
116 

700 
473 

744 
750 

1.300 
269 

500 
5B3 


623 
307 

400 
450 

308 
450 

1.000 
981 

600 
250 


X 

change 


STHOUSANDS 


Other  Stock  gains  Total   5-yr  total 


$504    $441    21% 


330 
1.2506 

NA 


2,591 
7,200 

325 
420 

1,340 

1,400 
1,723 

1,482 


111 
300 

478 
250 

601 
757 

456 
334 

275 
123 

828 
330 

530 
896 

316 
850 

940 

3.623 

853 
742 

2,200 
75 

1.320 
211 

425 


613 
130 

1.904 
522 

176 
81 

3.600 
_n 

1.600 


NA 
NA 

NA 


39 

-2 

12 

NA 

-8 
5 

95 
28 

-43 
215 


22 
33 


-35 
21 

-11 

45 

-2 
173 

2 
36 

10 
18 

103 
130 

13 
NA 

135 

172 

32 

120 

-13 
54 

19 

1 

-13 
41 

4 
6 


191 
675 

10,503 

1 

5.862 

19 

10 
11 

5 
2 

66 

51 
1,416 

11 
247 

9 
6 

7 
75 

589 


4.166 


$385    $250    27% 


39 
-11 

112 
NA 

41 

-18 

-34 
-46 

0 
NA 


1.074 
6 


2.893 

5 
3 

5 
176 

645,448 
27 


293 
10.283  $87,733 

49 
10 


1,121 


8,992 


9,472 


8.496 


103 


7,100 


14,107 

45 
13,571 


1,522 


27,163 
7,907 

8.065 


5,828 

7,451 
8.625 


-   12.920 


$113 

17.370 
12,823 

6,975 


-   85,321 
3 


1.000 

3.409 
107,216 


798 

1.997* 


114 
10,649 

2,196 
11,460 

507 
10,584 


924 

1,729 


11,975 
7,674 


7,065 
15,408 

7417 
14,232 


1,072 
1,857 


1.307 
698 


1.006 
2,814' 

27.724 
9,839 


9.674 
3,744 

1,561' 
7.118 


10,984 
9,451 

6.786 
13,400 

1.8887 
589 


4.128 
550' 

19,679 
13,798" 


X   SMILLIOMS 


$2,008       $12,214         0.22%      $309 


545'  NA 

2,258  NA 


NA 
NA 

NA 
185,428 


3,016 
NA 


NA 
21,053 

9,381 
79,007 


4,837' 
27,485 

5,960 
6.635' 


0.06 
NA 

0.04 
0.05 


25.13 
0.03 


21,396 
8,880 


11.8004 
28,902 

2,358' 
15,781' 


12,628 
7,464' 

3,560 
2,237 

6,663 
NA 

33,738 
NA 

19,794 
98,535 

6,325 
10.5974 

16,406' 
47.679 

17.9044 
31,690 

NA 
2.097' 


0.15 
0.14 

3.50 
0.55 

0.25 
0.07 

11.15 
0.07 

0.13 
0.22 


0.25 
0.12 

1.09 
0.72 


0.03 
3.65 

7.89 
3.17 

0.30 
0.06 

3.53 
0.20 

0.09 
1.84 

5.63 

0.10 

0.02 
0.12 

0.08 
0.44 

2.95 

_5 


19.958 
1,629' 

48,342 
NA 


1.13 

3.17 

0.31 


71.5 


146.0 
101.4 


1,333.9 
2.5 

6.6 
18.1 

539.6 
75.6 


0.3 

18.3 

1,073.1 

6.6 

4.7 
32.0 

15.8 
6.0 

179.2 
33.0 

0.2 
135.6 

313.3 
177.2 

17.4 

3.4 

366.8 

16.7 

18.3 
2,192.0 

98.3 

13.3 

17.9 
16.5 

5.0 

38.0 

11.1 
0.6 


$1,008       $11,470         1.20%      $64.6 


132.3 
295.7 

28.5 

_9 


Rank  is  based  on  total  compensation  tor  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr  14  stock  price  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bom 
NA.  Not  available.  'Annualized  salary.  'Paid  to  date.  'Four-year  total.  'Three-year  total.  5Less  than  O.OIS.  'Annualized  bonus.  'Prior-year  data.  8New  CEO;  compensation  may  be  for  an- 
other executive  office    'Less  than  $100,000    '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
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Cross  the  world 
in  one  elegant 
movement 


Reverso  Duo 

Two  dials, 
back  to  back. 
Two  time 
zones 
beating  as  one.  The 
Reverso  Duo  owes  its 
intriguing  double  lite  to 
a  single  complicated 
movement  the  kind  of 
unique  creation  that  the 
Reverso  has  inspired  for 
over  sixty  years.  Our 
watchmakers  love  to  let 
their  imaginations  travel. 


\ 


«Jaeger-leCoultri> 


For  your  free  copy  of  the  Manufacture's  Book  of 
Timepieces  contact  Jaeger-LeCoultre. 
RO.  Box  1608,  Winchester.  VA  22604. 
tel.  (800)  JLC-Time.  www.mjlc.com 


THF  TOP  ?SO      HEPS 


COMPANY/CHIEF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWNED 


INDUSTRY  MEDIANS 


Electronic  Arts/Lawrence  F  Probst  III 
Electronic  Data  Sys/Richard  H  Brown 

Informix/Jean  Yves  Dexmier 
Intuit/Stephen  M  Benett 

Kana  Communications/Michael  J  McCloskey 
Mercury  Interactive/Amnon  Landan 

MicroAge/Jeffrey  D  McKeever 
Micromuse/Gregory  Q  Brown 

Microsoft/Steve  Ballmer 
MicroStrategy/Michael  J  Saylor 

Oracle/Lawrence  J  Ellison 

Parametric  Technology/Steven  C  Walske 


PeopleSoft/Craig  A  Conway 
Peregrine  Systems/Stephen  P  Gardner 

Phone.com/Alam  Rossmann 
Quest  Software/Vincent  C  Smith 

Rational  Software/Michael  T  Devlin 
Sapient/Jerry  A  Greenberg 

Siebel  Systems/Thomas  M  Siebel 
Veritas  Software/Mark  Leslie 


INDUSTRY  MEDIANS 


2    Armstrong  World  Ind/George  A  Lorch 
u   Centex/Laurence  E  Hirsch 

■   Fleetwood  Enterprise/Glenn  F  Kummer 
j£    Fluor.  Philip  J  Carroll 

Foster  Wheeler/Richard  J  Swift 
DR  Morton 'Donald  J  Tomnitz 


Johns-Manville/Charles  L  Henry 
Kaufman  t  Broad  Home/Bruce  E  Karatz 

Lafarge/John  M  Piecuch 
Lennar/Stuart  A  Miller 

Masco/Richard  A  Manoogian 
Owens  Corning  Glen  H  Hiner 

Pulte/Robert  K  Burgess 
Southdown/Clarence  C  Comer 

US  Industries/David  H  Clarke 

USG/Wilham  C  Foote 

Vulcan  Materials  Donald  M  James 


INDUSTRY  MEDIANS 


Autoliv  Lars  Westerberg 

Black  &  Decker/Nolan  D  Archibald 

Brunswick/Peter  N  Larson 
Cummins  Engine/Theodore  M  Solso 

Dana/Joscpn  Magliochetti 

Delphi  Automotive  Sys/J  T  Battenberg  I 

Federal-Mogul/Richard  A  Snell 
Ford  Motor/Jacques  Nasser 

General  Motors/John  F  Smith  Jr 
Genuine  Partt/Larry  L  Prince 
Goodyear/Samir  G  Gibara 


Among       In 
800  CEOS   industry 


STHOUSANDS 


% 


537 

14 

101 

6 

720 

23 

76G 

28 

173 

10 

664 

17 

668 

19 

682 

20 

757 

27 

79 

5 

692 

21 

655 

16 

349 
755 

13 

26 

743 

25 

215 

11 

776 

29 

106 

7 

121 

8 

709 
220 

280 
441 

508 
191 

282 
76 

72 
421 
44. 


20 
6 


9 
15 

10 
5 

10 
2 

1 
13 
16 


241 

5 

355 

11 

319 

7 

316 

6 

650 

17 

529 

15 

348 

10 

218 
573 

3 

16 

335 

9 

119 

1 

192 

2 

390 

12 

322 

8 

453 

14 

222 

4 

426 

13 

Salary   Bonus  change 


$385    $250    27% 


STHOUSANDS 


Other  Stock  gains   Total   5-yr  total 


%      ^MILLION! 
Mktvalui 


572 

1,500 

3509 
NA 

1501 
290 

57310 
3501 


523 

3.636 

34 

NA 

300 

36 
3506 


16 
NA 

NA 


NA 
71 

-11 
NA 


1 
6,173 


106 


388 
140 

1,000 
375 


500' 
250 

200 
247 

385 

50 

200 

400 


793 
650 

99 
900 

775 
185 

725 
812 

520 
600 

_io 
971 

625 
590 

750 
713 
675 


487 
1.017 

900 

675 

683 
1.208 

1.000 
1.500 

1.950 

620 

1.067 


272 

50 

2,752 
200 


NA 
52 

145 
67 


250s 

344 


197 

600 
875 


NA 
NA 


27 
-33 

NA 
-58 

150 

82 


$675   $1,134    30%   $464 


1,832 
1,800 

1.287 
1.000 

1,134 

1,218 
2,948 

500 
2,141 

_n 

3.029 

1.600 
1.036 

656 
780 
850 


49 

38 

52 
NA 

7 
NA 


1.514 
65 

1.594 
1.088 

5 
28 


-7 
40 

18 
14 

0 
40 

30 
31 

88 
28 
14 


672 
1.023 

26 
7 

1.079 
1,590 


380 
930 
464 


$896    $891    25%  $651 


2.200 

585 

663 
2.200 

1.042 
6.722 

4.840 
952 
160 


NA 
8 

-72 
NA 

8 
135 

-40 
36 

124 

14 

-22 


1,519 

2,538 
599 

78 
2,184 

1.371 
4,826 

1.220 

2 

408 


5,456 


10.032 


2.018 


4,257 


9,800 
8,321 


$78 


58 


8.750 


1.309 


2,310 


$803 

6,041 
438 
216 


$1,008       $11,470         1.20%      $64.6 


$200     1,296 
11,309 


300" 


150 
6,047' 

716 
700 


6651 
190 

13,704 
500 

750 
2,614 

201 
247 

4,839 
51 

10,600' 
9,599 


4.140 
NA 

NA 
NA 


NA 
NA 

5,797 
NA 


NA 
4604 

51,302 
41,906 

NA 
NA 


NA 
8894 

NA 
647 


0.02 
0.03 

NA 

3.07 
1.20 

1.70 
0.03 

4.66 
55.10 

22.47 

0.46 

0.18 

0.20 

11.47 
43.67 

_5 

17.98 


0.6 
8.6 


64.6 
52.4 

0.7 
0.6 


17.762.' 
1,461.1 

41.997.E 

10.' 


7.4 

5.0 

417.1 
958.5 

0.3 
618.6 


11,470' 
14.351 


10.53 
0.37 


1,690.4 
118.7 


$2,748       $10,632         0.17%        $2.6 


4,216 
2,515 

2,980 
2.988 

780 
1,347 


2,615 
4,783 


1,104 
2,740 

9,829' 
5.590 

2.227 
2,935 

1,787 
4.732 


15.265 
7,576 

10,192* 
NA 

4,069 
NA 

9.0013 
20.480 


3,439' 

6,098' 

37,493 
20,442 

13,065 
10,687 

17.209 
10.632 


0.17 
1.27 

0.05 
0.15 

0.14 
0.02 

0.17 
1.06 

0.01 
0.15 

1.08 
0.34 

0.17 
0.30 

1.03 
0.27 
0.06 


1.2 
17.6 

0.3 
3.6 

0.3 
0.2 


2.6 
10.0 

0.2 
1.4 


113.7 
3.3 

1.6 
6.0 

10.7 

5.1 
2.5 


$3,244       $14,197         0.19%        $6.7 


487 
4.736 


3.438 
1.859 

1.424 
5.592 

3,413 
13,851 

14,051 
2,013 
1.851 


NA 
60,215 

19,000 
NA 

NA 
NA 

12.306' 
NA 

39.940 

8,759 

11334 


0.02 

0.38 

0.56 

0.34 

0.07 
0.08 

0.13 
0.01 

0.04 
0.14 
0.01 


0.5 
11.8 

9.1 
5.2 


1.3 

8.8 

27.5 
5.8 
0.5 


Rank  is  based  on  Total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr  14  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is  combined  salary  and  bon 
NA  Not  available  Annualized  salary  -Paid  to  date  'Four-year  total  'Three-year  total  sLess  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  eNew  CEO;  compensation  may  be  for  an- 
other executlvo  office    "Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary    "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
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APPLICATIONS    ON    DEMAND 


CRETS       TO       SUCCESS:     No.  188 


ar  Singh,  Founder  St  CEO,  Simplexis.com 


How  did  we  build  our  B2B  eCommerce  solution? 

We  hired  Corio. 


Simplexis.com,  an  eCommerce  hub  for 
educational  institutions  and  their  suppliers, 
needed  to  build  their  business-to-business 
eCommerce  infrastructure  quickly. 
They  hired  Corio.  Corio  hosts  Commerce 
One's  e-procurement  application  providing 
Simplexis.com  with  a  comprehensive 
eCommerce  infrastructure.  Corio  provides 
all  the  application  maintenance  and 
support-for  a  monthly  fee.  No  big 
investments.  Lower  total  cost  of  ownership. 
No  IT  challenges.  Now  Simplexis.com 
can  focus  on  their  business— and  let 
Corio  do  the  rest. 


»\DC 


Ssa* 


Get  this  IDC  written 
white  paper  FREE! 

Call  CORIO  at  877.267.4627 
or  visit  www.corio.com 


|  £b    Microsoft 


< 


sptcthrs  owners 


Jn,  ■ 


Curious  term,  this  "generation  d."  This  new  digital  generation. 

This  is  a  generation  that's  as  comfortable  sitting  in  front  of  a 
computer  screen  as  a  television  screen. 

This  is  a  generation  that  embraces  the  Web,  DSL  and  VPN  as 
natural  additions  to  the  world  of  Frame  Relay,  ATM  and  the 
Internet.  This  is  a  generation  that's  turning  brick-and-mortar 
businesses  into  click-and-mortar  ones.  And  in  doing  so,  turning 
the  old  economy  into  the  new  e-conomy. 

This  is  a  generation  that  has  found  a  home  at  WorldCom. 
A  company  of  generation  d,  by  generation  d  and  for  generation  d. 

For  more  details,  visit  us  at  www.wcom.com/generationd. 


generation  d 


1 


©  2000  MCI  WORLDCOM  Inc.  Ail  Rights  Reserved 
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THE  TOP  n»      CEOS 


COMPANY/CHIEF  EXECUTIVE 


>- 


RANK 


INDUSTRY  MEDIANS 


uj   Harley-Davidson/Jeffrey  L  Bleustein 
J   Johnson  Controls/James  H  Keyes 

35   Lear/Kenneth  L  Way 

Leggett  &  Platt/Felix  E  Wright 

Maytag/Lloyd  0  Ward 
J    Meritor  Automotive/Larry  D  Yost 

Tenneco  Automotive/Mark  P  Frissora 

TRW/Joseph  T  Gorman 
Whirlpool/David  R  Whitwam 


INDUSTRY  MEDIANS 


Allegheny  Energy/Alan  J  Noia 
Alliant  Energy  Erroll  B  Davis  Jr 

Ameren/Charles  W  Mueller 
American  Electric/E  Linn  Draper  Jr 


American  Water  Works' J  James  Barr 
Avista/Thomas  M  Matthews 

Carolina  Power  &  Lt/ William  Cavanaugh  III 
Central  &  So  West  E  R  Brooks 

Cinergy/James  E  Rogers 

CMS  Energy  /William  T  McCormick  Jr 

Conectiv/Howard  E  Cosgrove 
Consolidated  Edison/Eugene  R  McGrath 

Constellation  Energy/Christian  H  Poindexter 
Dominion  Resources/Thos  E  Capps 

DPL/Allen  M  Hill 
DQE/David  D  Marshall 

DTE  Energy/Anthony  F  Earley  Jr 
Duke  Energy/Richard  B  Priory 

Edison  International/John  E  Bryson 
Energy  East/Wesley  W  von  Schack 

Entergy/ J  Wayne  Leonard 
FirstEnergy/H  Peter  Burg 

Florida  Progress/Richard  Korpan 
FPL  Group/ James  L  Broadhead 

GPU/Fred  0  Hater 

Hawaiian  Electric/Robert  F  Clarke 

KeySpan,  Robert  6  Catell 
Montana  Power/Robert  P  Gannon 

New  Century  Energies  Wayne  H  Brunetti 
Niagara  Mohawk/William  E  Davis 

NiSource/Gary  L  Neale 

Northeast  Utilities/Michael  G  Morris 

No  States  Power/ James  J  Howard 
NStar /Thomas  J  May 

PECO  Energy/Corbm  A  McNeill  Jr 
PG&E/Robert  D  Glynn  Jr 

Pinnacle  West/William  J  Post 
Potomac  Electric/John  M  Derrick  Jr 

PPL/William  F  Hecht 

Pub  Svc  Enterprise/E  James  Ferland 


Among       In 
800  CEOS  industry 


COMPENSATION 


STHOUSANDS 


% 


Salary      Bonus     change 


STHOUSANDS 


Other  Stock  gains   Total   5-yr  total 


540 
557 

636 
567 

600 
500 


430 
406 

424 
260 

606 
497 

438 
266 

408 
532 


484 
605 

531 
604 

622 
542 

552 
402 

490 
407 

536 
304 

576 
575 

477 
432 


31 
35 

47 
36 


49 
40 


14 
22 

13 
3 

50 
25 

17 

4 

24 
29 


21 
43 

20 
42 

45 

32 

34 
11 

26 
23 

30 
9 

39 
30 

20 
15 


$896    $891 


410 

12 

262 

0 

310 

11 

179 

4 

440 

14 

547 

19 

503 

17 

151 

3 

225 

7 

654 
1,016 

891 
653 

631 
575 

5801 
1,200 
1,040 


1,308 
1,844 


12 

60 


109 
953 


830 
709 


40 
NA 


200 
189 


$1,155 
4,387 


550 
600 

550s 
1,867 
1,950 


NA 
34 

NA 
54 
25 


703 
58 

329 
1,357 
1,642 


2,535 


$689    $469    24%   $245 


575 
580 


313 
440 


26 
89 


580 
820 

489 
750 


206 
208 

147 
300 


5 
6 

16 
108 


373 
158 

46 
103 


32 
19 


523 

27 

403 

12 

312 

7 

307 

6 

437 

16 

569 

37 

243 

2 

303 

5 

779 
781 

925 
900 

600 
865 

677 
828 

550 
500 

705 

895 

900 
661 

772 

663 

766 
1,000 

685 
532 

700 
409 

590 
653 

690 

783 

700 

572 

585 
800 

503 
517 

689 
815 


610 

537 


26 
11 


878 
665 

595 

550 
481 

462 
249 

494 
997 

1.260 
1,764 

840 
319 

975 
950 

660 
427 

318 
264 

229 

79 

1.253 

286 
650 

708 
1.224 

418 
192 

449 
734 


26 
0 

0 
12 

50 
-6 

27 
44 

38 
11 

16 
183 

NA 
67 

40 
-3 

36 
53 

29 
41 

NA 
3 

-24 
24 

14 
9 

47 
24 

28 
15 

25 
12 


196 
1.121 

18 
44 

671 
2.451 

526 
15 

165 
258 

540 
673 

289 

136 

2.445 
1,182 

213 
29 

320 

141 

42 
520 

524 

115 

515 
324 


$1,188 


556 


346 


178 


3 
236 

168 
383 

446 
334 


50 


2,070 
3,814 


1.260 
1,178 

832 
1,131 

668 
1,069 

1,963 
1.552 


1.999 
3,073' 

618 
1,504' 


1,090 
3.761 


1,530 
1,320 


1,365 
2,151 

3.046 
3.099 


1.900 
1.118 


4,187 
3.132 


1.558 
988 

1.338 
991 

861' 
1,252 

1,214 
2,152 

1.501' 
1,546 


STOCK  OWNED 


4,363' 
3,990 


3,591 
7.584 

1.6304 
NA 


5.6035 
6,651 

12.030 
14,278 


3.070 
6.148 

6,034 
10,271 

3,632' 
4,090' 

NA 
6.445* 

11.044 
5.6393 


NA 
NA 


7.6134 
15,624 


4.5941 
5.295 


1,297' 
2,260 

1,009 
1.091 


1.584 
1.932 


2.621' 

NA 
4.503 

7.468 

5.566' 

5.661 
5,446 


4.295 
5.642' 

NA 
2,545' 

4.527 
7,099 


%      JSMILJLION 
E  Mktvalu 


$3,244       $14,197  019%        $6.7 


0.36 
0.08 


1,459 
6,959 
4,632 


$1,502         $5,585  0.04%        $1.4 


0.04 
0.03 

_5 

0.05 

0.77 
0.20 

0.14 
0.04 


0.17 
0.22 


.5 


0.13 

_5 

0.09 
0.13 

0.02 
0.05 

0.05 

_s 

0.01 
0.03 

_5 
_5 

0.04 
0.15 

0.01 
0.07 

0.03 
0.06 

0.03 

_5 

0.29 
0.03 

0.07 
0.38 

0.02 
_$ 

0.04 
0.04 

0.15 
0.10 


1.1 

1.0 

4.8 
7.5 


Rank  is  basod  on  total  compensation  lor  latest  fiscal  year  Market  value  ot  CEO  stock  is  based  on  Apr  14  stock  pnce  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  be 
NA:  Not  available  Annualized  salary.  'Paid  to  date  3Four-year  total.  'Three-year  total.  'Less  than  0.01%.  Annualized  bonus  'Prior-year  data.  "New  CEO;  compensation  may  be  for  ar 
other  executive  office    "Less  than  $100,000    '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus 
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America  is  a  nation  with  a  rich  heritage  of 
faith  in  God — a  heritage  defended  valiantly  by  our 
Founding  Fathers.  This  incomparable  heritage  is 
Our  Sacred  Honor. 

At  Regent  University  our  programs  address  and 
promote  this  heritage  by  educating  men  and  women 
in  the  best  of  the  Judeo-Christian  tradition.  By  taking 
this  approach,  Regent  has  distinguished  itself  as 
America's  only  accredited  graduate  school  totally 
dedicated  to  Judeo-Christian  leadership. 

Regent  graduate  students — on  campuses  in 
Virginia  Beach  and  Alexandria,  Va.,  and  through 
Internet /Distance  Education — reveal  their  sacred 
honor  by  adding  to  the  knowledge  of  the  disciplines 
in  fields  of  Business,  Communication,  Education, 
Divinity,  Government,  Law,  Psychology,  and 
Organizational  Leadership. 

Our  alumni — from  Capitol  Hill  to  Hollywood  — 
are  informed  leaders  who  act  on  the  courage  of  their 
convictions  and  impact  every  area  of  societal  influence. 
Regent  is  touching  the  world  to  preserve  Our  Sacred 
Honor  for  future  generations. 


We  invite  you  to  learn  more 
about  the  mission  of  Regent 
University.  Together  we  will  see 
how  Christian  Leadership  Can 
Change  Our  World. 


Z/vCe; 


tt id 


President  Paul  Cerjan 


'.  Regent 
University. 

1000  Regent  University  Drive,  Virginia  Beach,  VA  234644800 

1-800-335-4409  •  www.regent.edu/forbes 


t_^/nde%e<ide<z  e 


a&ett 


mctfre-  a4>ettt/ 


J^/te^f^n^  6Cri6iJ&i<i€&f 


? 


Name:. 


Address: 


City:. 


.State: 


.  Zip: . 


Phone: 


E-Mail:. 


Tell  me  more  about: 


3  University  Activities 

Zi  Supporting  the  Regent  Mission 

3  Admissions:  School  of  Interest 


Mail  To:    Our  Sacred  Honor  Campaign,  Regent  University 

1000  Regent  University  Dr.,  Virginia  Beach,  VA  23464 
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top  rsoo  hfos 


■JflMMMY/CHIEF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWNEP 


INDUSTRY  MEDIANS 


Puget  Sound  Energy/William  S  Weaver 
Reliant  Energy/R  Steve  Letberter 

Scana/William  B  Timmerman 
Sempra  Energy/Richard  D  Farman 

Southern  Co/Alfred  W  Dahlberg 
TECO  Energy/Robert  D  Fagan 

Texas  Utilities,  Ei  ie  A  Nye 
Unicom/John  W  Rowe 

Western  Resources/Oavid  C  Wittig 
Wisconsin  Energy/Richard  A  Abdoo 


INDUSTRY  MEDIANS 


Adams  Res  &  Energy/K  S  Adams  Jr 
Amerada  Hess/John  B  Hess 

Apache/Raymond  Plank 
Atlantic  Richfield/Mike  R  Bowlin 


>.   Baker  Hughes/Joseph  B  Foster 
|    Burlington  Resources/Bobby  S  Shackouls 

*   Chevron/David  O'Reilly 
Coastal/David  A  Arledge 

Columbia  Energy  Group/Oliver  G  Richard  III 
Conoco/Archie  W  Dunham 

Dynegy/Charles  L  Watson 
El  Paso  Energy/William  A  Wise 

Enron/Kenneth  L  Lay 

EOG  Resources/Mark  G  Papa 

Exxon  Mobil/Lee  R  Raymond 
Halliburton/Richard  B  Cheney 

Kerr-McGee/Luke  R  Corbett 
Kinder  Morgan/Richard  0  Kinder 

Occidental  Petroleum/Ray  R  Irani 
Phillips  Petroleum/James  J  Mulva 

Plug  Power/Gary  Mittleman 
Sunoco/Robert  H  Campbell 

Texaco/Peter  I  Bijur 
Tosco/Thomas  0  O'Malley 

TransMontaigne  Donald  H  Anderson 
Ultramar  Diamond/Jean  Gaulin 

Union  Pacific  Res/George  Lindahl  III 
Unocal/Roger  C  Beach 

USX  Marathon  Thomas  J  Usher 
UtiliCorp  United/Richard  C  Green  Jr 

Valero  Energy /William  E  Greehey 
Weather! ord  Inrl/Bernard  J  Duroc-Danner 
Williams  Cos/Keith  E  Bailey 


INDUSTRY  MEDIANS 


Adelphia  Communicatim  John  J  Rigas 

;  AMFM/ThomasO  Hicks 

a 

jj  AT&T  Liberty  Media/Robert  R  Bennett 

g  Cablevision  Systems/James  L  Oolan 

|  CBS/Mel  Karmazin 

ij  Charter  Commun  Ji raid  I  Kent 

■  Clear  Channel  Commun  L  Lowry  Mays 


Among       In 
800  CEOS  industry 


549 

33 

357 

0 

580 

41 

391 

10 

458 

18 

652 

48 

476 

19 

200 

1 

623 

46 

619 

44 

763 

31 

294 

12 

501 

22 

341 

15 

710 

29 

474 

21 

304 

13 

177 

7 

534 

23 

147 

5 

200 

0 

18 

2 

17 

1 

610 

26 

114 

4 

200 

11 

644 

28 

777 

32 

163 

6 

362 

18 

744 

30 

589 

25 

210 

9 

46 

3 

462 

20 

390 

19 

354 

17 

311 

14 

260 

10 

350 

11 

563 

24 

612 

27 

STHOUSANDS 


% 


STHOUSANDS 


Salary   Bonus  change  Other  Stock  gains   Total   5-yr  total 


570 
762 


490 
914 

903 
2532 

908 
727 


636 
585 


135 
1.000 

744 
980 

4801 
825 

575 
723 


788 
1,100 

1.030 
275 

1.300 
463 

2.110 

1.283 

718 

1.200 
807 

189 
840 

950 
650 

NA 
725 

491 
873 

1.24213 
769 

900 
525 
902 


% 


$689    $469 


518 
1.216 


104 
NA 


136 
516 


313 
1,098 

182 

266 

475 
968 

114 
210 


6 
15 

-3 
NA 

18 
NA 

NA 
36 


25 
1.150 

550 

1.558 

619 

720 
475 


3,500 

4.300 
3,800 

3.900 
436 

7.650 


-3 
65 

59 
48 

NA 
17 

NA 
7 

-27 
109 

232 
NA 

18 
12 

196 
-45 


NA 
_i? 

1.620 
1,076 

50 
126 

1,015 
5.717 

NA 
900 

455 
413 

1.40013 
n 

600 
430 


NA 

135 
NA 

21 
-45 

29 
26 


49 

NA 
18 

9 
7 

32 

-13 

-7 


245 
199 


652 
245 

246 
3,286 

111 
76 


$797    $600    18   $205 


6 
1,109 

97 
146 

189 

454 

58 

527 
214 

18 
30,787 

767 
33 

351 
2.041 

43 

8 

3,543 
573 

7 
71 

61 
11.294 

63 

1.215 
989 

414 
2.965 

1.110 

195 

11 


$90 


1,356 
4,742 


2,340 


11.155 
43.845 


40 


2.906 
3,295 


254 
19 


$1,502         $5,585         0.04%       $1.4 


1,223 
2,493 


1,049 
2,212 


1,730 
765 

1,629 

4.982' 

860' 
8717 


2,6294 
NA 


3,365' 
NA 


8.366 
NA 

6,187 
NA 

NA 
4,034 


0.04 
0.03 

0.05 
0.03 

0.01 
0.16 

0.08 


0.33 
0.03 


166 
3.259 


1,401 
2.603 


092 

9,158 


6,498 
13,141 


480 
1,633 

3.106' 
5,997 


NA 
12,549 

NA 
12,634 


1,315 
7.154 


5.348 
46,016 


49,812 
931 


10,112 
3,324 

000 
8 


9.126 

12,058' 


14,209 
55,947 


09,120 
NA 


6,363 
2,456 

246 
1,037 


55,823 
15,832 

4,192' 
NA 


4.932 
20.956 

1.608 

2,161" 
2,530 


127,090 
NA 

NA 
7,083 


3,074 
3,734 


2,610 

1,150' 

913 


17,176' 
37.945 

NA 
NA 

NA 
9.240 


49.55 

2.52 

0.17 


_5 

0.08 

_s 

0.02 

0.07 
0.07 

3.45 
0.78 

0.28 
0.05 

0.02 
0.05 

0.04 
21.22 

0.21 
0.07 

0.02 
0.13 


14.391 
0.430 

17.952 

15,585' 

21.008 


0.07 
1.96 

0.36 
0.14 

0.12 
0.06 

0.02 
2.72 

0.98 
0.43 


$814         $508         14% 


0.7 
2.0 

1.2 
1.2 

1.7 
4.2 


$2,570       $13,675         0.08%       $8.9 


19.9 
144.6  I 


9.3 
2.1 

0.2 
5.7 


137.9 
13 


44.1 
8.9 

2.0 
742.2 1 

16.1 


18.< 
89.8 

0.71 
2.91 

4.8 
3.9 

1.4 1 

47.4 


$2,295         $9,194         0.59%      $72. 


Rank  is  based  on  total  compensation  (or  late 


il  year  Market  value  ol  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  b< 
NA  Not  available   Annualized  salary    'Paid  to  date    3Four-year total    'Three-year  total.  5Less  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  8New  CEO;  compensation  may  be  for  aflj 
other  executive  office    "Less  than  $100,000    "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary    "Received  options  or  restricted  slock  in  lieu  of  portion  of  bonus.  ''At  his  ■ 
quest.  CEO  received  $1  of  base  salary  and  no  bonus.    'Salary  and  bonus  is  paid  by  USX  Corp.  for  services  rendered  to  Marathon  and  US  Steel.  "CEO  was  not  compensated  for  his  servicBJ 
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Business 


CEOS 


CilMPAMY/CHIEF  EXECUTIVE 


BANK 


COMPENSATION 


STOCK  OWNED 


INDUSTRY  MEDIANS 


Comcast/Ralph  J  Roberts 

-    Cox  Communications/James  0  Robbins 

<  ... 

Walt  Disney/Michael  D  Eisner 

RR  Donnelley  &  Sons/William  L  Davis 


Dow  Jones/Peter  R  Kann 

Dun  &  Bradstreet/Chf f ord  L  Alexander  Jr 

EchoStar  Commun/Charles  W  Ergen 
Fox  Entertainment/K  Rupert  Murdoch 

Gannett/John  J  Curley 
Harrah's  Entertain/Philip  G  Satre 

Hilton  Hotels/Stephen  F  Bollenbach 
Hispanic  Broadcasting/ McHenry  T  Tichenor  Jr 

Hollinger  Intl /'Conrad  M  Black 
Knight  Ridder/P  Anthony  Ridder 

Marriott  Intl/ J  Willard  Marriott  Jr 
McGraw-Hill  Cos/Harold  W  McGraw  III 

Media  General/J  Stewart  Bryan  III 
Metro-Goldwyn-Mayer/AlexYemenidjian 

New  York  Times/Russell  T  Lewis 
NTL/J  Barclay  Knapp 

Park  Place  Entertain/Arthur  M  Goldberg 
Time  Warner/Gerald  M  Levin 

Times  Mirror.  Mark  HWilles 
Tribune/John  W  Madigan 

TV  Guide/Joe  Kiener 
UnitedGlobalCom/Gene  W  Schneider 

Univision  Commun/A  Jerrold  Perenchio 
USA  Networks/Barry  Oilier 

Viacom/Sumner  M  Redstone 
Washington  Pest/Donald  E  Graham 

-■  ■"' 


Ambac  Financial  Group/Phillip  B  Lassiter 
American  Express/Harvey  Golub 

J    Associates  First  Cap/Keith  W  Hughes 
AXA  Financial/Edward  0  Miller 

Bear  Stearns  Cos  James  E  Cayne 
Capital  One  Financial/Richard  0  Fairbank 

CIT  Group/Albert  R  Gamper  Jr 
Countrywide  Credit  Angelo  R  Mozilo 


Crestline  Capital/Bruce  0  Wardmski 
AG  Edwards/Benjamin  F  Edwards  III 

Fannie  Mae/Franklin  D  Raines 
Finova  Group/Matthew  M  Breyne 

Franklin  Resources/Charles  B  Johnson 
Freddie  Mac.  Lcland  C  Brendsel 

GATX/Ronald  H  Zech 

Goldman  Sachs  Group  Henry  M  Paulson  Jr 

Heller  Financial/Richard  J  Almeida 
Household  Intl  William  F  Aldinger  III 

Knight /Trimark  Group/Kenneth  0  Pasternak 
Lehman  Bros  Holding  Richard  S  Fuld  Jr 


Among       In 
800  CEOS  industry 


STHDUSANDS 


15 
495 

16 
378 

367 
499 


206 


305 
353 

584 
661 

688 
285 

128 
109 

556 
457 

228 
737 

205 
74 

273 
80 


2 
23 


3 
19 


18 
24 


11 


16 
17 


29 
30 


31 
15 


9 
8 

27 
21 

12 
33 


10 
6 

13 
7 


517 
721 

41 

26 
32 

5 

483 

22 

Salary   Bonus 


1,000 
800 


750 
813 


788 
1,500' 

250 
NA12 

1.000 
903 

620 
265 

467 

877 

993 
825 

780 
1.577 

845 
270 

2,008 
1,000 

925 
814 

850' 

375 

_16 

500 

NA 
400 


98 

9 

19 

2 

272 

18 

130 

12 

29 

3 

513 

27 

174 

14 

555 

29 

346 

20 

551 

29 

572 

30 

202 

15 

447 

25 

48 

5 

383 

22 

236 

17 

50 

6 

56 

7 

560 
1.000 

881 
798 


762 
1,400 

530 

451 

NA 
370 

597 

1.025 

650 
300 

750 
1.000 

250 
750 


% 
change 


STHDUSANDS 


Other  Stock  gains   Total    5 -yr total 


$814    $508    14% 


500 
712 

863 
656 

500 
NA 

2,000 
1,083 

380 
468 

804 

981 

1,200 

314 

1.183 

3.000 
9.000 

2,081 
1.750 

515 


NA 


72 
109 

-87 
-1 

25 
NA 

202 


9,368 
6 

4 
620 

886 

27 


25 
75 


0 
42 

2 
37 

1 
38 

0 
NA 

89 
-55 

NA 
14 

3 
51 

NA 
-2 

NA 
NA 


750 
2.400 

1.150 
6.382 


200   10.872 


550 
3.936 

557 
1.801 

NA 
326 

460 
380 

509 
16.062 

581 

3.000 

19.155 
4.500 


-6 
-1 

19 
25 

7 
NA 

16 
6 

NA 
23 

NA 

-1 

-52 

8 
NA 

1 
25 

264 
69 


103 
549 


58 

2 

128 

78 

150 
2,422 

96 
165 

21 
15 


69 
809 


1,159 


$719   $1,696    19%  $473 


52 

3.893 

1.553 
1.507 

18.951 


94 
707 

94 
246 

186 

47 
2.004 

287 
4.416 

938 
321 

24 
5.681 


$43,478 


49,907 


109 


4,241 


1.636 

6.60015 

6,010 


2,496 


3.091 


9.852 


571 
1.236 

24 
10 


921   21,872 


$10,357 
37,806 


10 
120 

334 

1.715 
384 


6.554 


$2,295         $9,194         0.59%      $72.1 


54,347' 
1,518 

50,660 
2,295 


2,439 
1,500 


5,018 

3.103 
2,535 


1,058 
735 


595" 
3.395 

8,724 
10,456 

1.190 
1,742 


4,546 

285' 

5,076 
13,900 


88,529 
8,357 

673,645 
13,772* 


8,999 
NA 


6.026 
NA 


24,075 
9,310 


4,167' 
1,722* 

1.807 
14,096 

19,473 
17,297* 

9,194 
NA 


3,577 
13,652 

1.389 
385' 

23.293 


8.679* 
4,564* 

HA 
50,275 


15.534 
42.137 

NA 

1.469' 

NA 
NA 


NA 
1.559     4,823 


$4,660       $16,865         0.28%      $23.3 


0.40 
0.06 

0.59 
0.23 

0.08 


51.02 
24.50' 

0.16 
0.42 

0.01 
12.48 

39.22 
0.21 

7.97 
0.22 

11.78 


0.16 

0.76 
0.07 

0.18 
0.68 


28.75 

19.45 
29.63 

28.44 
17.13 


11.720 
45.099 

3.584 
8,687 

30.023 


1.406 
6.043 

1.191 
2.617" 


1,218' 

1.104 
5.124 

1,831 
20,778 

2.268 
4,321 

19.429 
17.485 


44.285 
111,777 

16,233 
17.497* 

109.445 
NA 

12,633 
16,147* 

NA 
10.151 

NA 
NA 

5.149 
19.198 

7,212 
NA 

7,172 
14.696 

44.008' 
34.124 


0.97 
0.14 

0.03 


3.72 

0.24 

0.08 

0.36 

1.19 
0.89 

NA 
0.10 

18.55 
0.06 

0.17 
0.89 

0.17 
0.06 

5.49 
1.52 


2.9 
326.4 

3.6 
11.5 

224.3 
138.5 


Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bon 
NA.  Not  available  Annualized  salary     Paid  to  date     Foui-ycar  total    'Three-year  total    'Less  than  0.01%.  'Annualized  bonus    7Prior-year  data    "New  CEO;  compensation  may  be  for  another  e 

otiicc     Less  than  $100,000    "'Received  options  or  restricted  stock  in  lieu  of  portion  of  salary   "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  "Compensation  paid  by 
News  Corp  Ltd  ,  figures  undisclosed    '"Includes  shares  held  indirectly  'Compensation  is  paid  by  The  Telegraph  PLC    ""Includes  value  of  Host  Marriott's  options  exercised.  I6CE0  was  not  compel 
sated  foi  Ins  services      Compensation  is  for  the  fiscal  year  ending  Feb  29. 
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Want 


SOUND  ADVICE 


FOR  MANAGING 


RISK? 


Partner  with  professionals 

who  listen. 

At  CNA  Risk  Management,  our  professionals  work  as  trusted  advisors  who  know  how  to  listen.  More  than  that,  they  have  the  vast 

experience,  foresight  and  comprehensive  product  to  provide  total  service  solutions.  To  learn  why  CNA  Risk  Management  is  known  as 

the  company  that  gets  there  by  listening,  see  your  professional  insurance  advisor  or  visit  us  at  www.cna.com 


OVA 

For  All  the  Commitments  You  Make9 


CNA  is  a  registered  service  mark  and  trade  name  of  CNA  Financial  Corporation  ©2000  CNA  Financial  Corporation,  Chicago,  IL 
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That  great  plan  for  a  business  you've  been  saving? 

It's  time  to  let  it  out  into  the  world.  Because  now  everyone  can 

play  in  the  emerging  e-services  economy.  Your  rainy  day  idea 

can  team  up  with  someone  else's  rainy  day  idea,  or  everyone  else's 

rainy  day  idea.  And  hp  servers,  storage,  software  and  consulting 

will  help  tie  them  all  together.  Do  you  have  a  business  in  you? 

Invent  it  here:  www.hp.com/e-services 


The  Grand  Opening  of  You. 
e-services  solutions  from  hp. 


m 


invent 


THE  TOP  KOO  CEOS 


JCOMPANY/CHIEF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWHCn 


INDUSTRY  MEDIANS 


MBIA'JosephW  Brown  Jr 
i   MBNA/Alfred  Lerner 

Merrill  Lynch/David  H  Komansky 
;    Morgan  Stanley  DW/Philip  J  Purcell 
«  ••■■ 

Nationwide  Financial/Dimon  R  McFerson 

.    PaineWebber  Group/Donald  B  Marron 

* 

T  Rowe  Price/George  A  Roche 
Providian  Financial/Shailesh  J  Mehta 

Raymond  James  Finl/Thomas  A  James 
Charles  Schwab/Charles  R  Schwab 


SLM  Holding/Albert  L  Lord 

State  Street/Marshall  N  Carter 

TO  Waterhouse  Group/Stephen  D  McDonald 

'  '■"■'■'" 

Albertson's/Gary  G  Michael 
Darden  Restaurants/Joe  R  Lee 

Delhaize  America/Bill  McCanless 
Fleming  Cos/Mark  S  Hansen 

Great  A&P  Tea/Christian  W  E  Haub 
Hannaford  Bros/Hugh  G  Farrlngton 

2   Kroger/Joseph  A  Pichler 
McDonald's/  Jack  M  Greenberg 

Nash  Finch/Ron  Marshall 
Safeway/Steven  A  Burd 

7-Eleven/James  W  Keyes 
Supervalu  Michael  W  Wright 

Sysco/Charles  H  Cotros 

Tricon  Global  Rest/David  C  Novak 

US  Foodservice  James  L  Miller 
Winn-Dixie  Stores/Allen  R  Rowland 


INDUSTRY  MEDIANS 


Anheuser-Busch  Cos/August  A  Busch  III 
Archer  Daniels/G  Allen  Andreas 

Bestfoods/Charles  R  Shoemaie 
Brooke  Group/Bennett  S  LeBow 

Brown-Forman/Owsley  Brown  II 
Campbell  Soup.  David  W  Johnson 


Coca-Cola/Douglas  N  Daft 

Coca-Cola  Eftterprists/Summertield  K  Johnston  Jr 

ConAgra  Bruce  Rohde 
Oean  Foods/Howard  M  Dean 

Dole  Food/David  H  Murdock 

Flowers  Industries  Amos  R  McMulhan 

General  Mills/Stephen  W  Sanger 
HJ  Heinz  William  R  Johnson 

Hershey  Foods/Kenneth  L  Wolfe 
Hormel  Foods/ Joel  W  Johnson 

IBP  Robert  L  Peterson 

Interstate  Bakeries/Charles  A  Sullivan 

Kellogg/Carlos  M  Gutierrez 
Loews/James  S  Tisch 
Nabisco  Group/James  M  Kilts 


Among       In 
800  CEOS  industry 


STHOUSANDS 


STHOUSANDS 


Salary   Bonus  change  Other  Stock  gains   Total   5-yr  total 


501 
207 

112 
32 

394 
60 

317 
150 

400 
14 

380 
113 
464 

31 

16 

10 
4 

23 
0 

19 
13 

24 

1 

21 
11 
26 

369 

7 

302 

6 

606 

12 

420 

9 

694 

14 

525 

11 

287 

5 

125 

1 

700 

15 

455 

11 

690 

13 

182 

2 

397 

0 

269 

4 

237 

3 

— 

— 

70 

3 

365 

21 

132 

5 

240 

15 

422 

25 

164 

7 

416 

24 

290 

17 

553 

29 

634 

32 

223 

12 

209 

10 

217 

11 

231 

13 

190 

9 

139 

6 

239 

14 

570 

30 

460 

27 

505 

31 

739 
2,000 

700 
775 

467 
800 

300 
892 


243 
800 

650 

1,034 

300 


1,120 
694 

616 
750 

562 
460 

560 

1.151 

499 
750 

385 
874 

623 
792 

600 
NA 


1.130 
2,438 

975 
3.392 

719 

NA 

460 
717 

950 
700 

800 
736 

688 
770 

775 
611 

1.000 
800 

639 

1.323 

900 


% 


Mktva 


$719   $1,696    19%   $473 


329 


3,000 


8,234 
12,113 

1.009 
10.663 


2,500 
1,200 


1,791 
8,200 


1,600 

1,197 

760 


673 
1.006 

237 
981 

263 

635 
1.586 

1.011 

199 
682 

703 
2.160 

640 

NA 

2,250 

2.200 
835 

655 
NA 


924 
449 

552 

1.052 
2.071 

1.066 

6.317 
324 

462 
325 


$4,660       $16,865         0.28%      $23.3 


NA 
233 


71 
45 


1,275 

2,867     $11,396 


79 

42 

10 
4 

-4 
30 


682 
3,067 


31 


25 

4,361 

47 
15 


70 
19 

91 


39 

18 
616 


163 


60,096 


7,922 


10,209 
27,150 


2,109 
14,530 


2,988 
6,453 


2,001 
69,111 


2,209 

10,171 

1,676 


60,200' 
131,307 


4,635' 
60,241 

9,049' 
46,308 


9.284 
134,863 


0.32 
12.28 

0.19 
0.23 

0.04 

0.82 

2.36 
0.35 

15.20 
19.78 


4,4754 
39,134 
NA 


0.09 
0.14 

0.02 


8 
62 

44 
NA 

17 


40 
26 

NA 
-6 

NA 
-25 

NA 
NA 


107 

594 

129 

284 

11 
399 

78 
678 

47 

6 
70 

754 
781 


516 
843 


234 

2.054 
5,850 


4,267 

100 


147        2.916 


2,416 
3.137 


983 
2.015 


574 
1.356 

3.3277 
9.265 

545 
1.761 

590' 
5.094 


2,179* 
3,733' 


4,303 


12.607 
7.626 

NA 
NA 

NA 
4.681 

10,501 
NA 

NA 
24,516 

NA 
13,919 


NA 
NA 

9,033 
NA 


0.09 
0.34 

0.02 
0.18 

0.51 

0.25 
0.02 

0.12 
0.09 

_5 

0.35 

0.10 
0.17 

0.43 
NA 


19%      $181 


18 
15 

26 
12 


NA 
NA 

71 
-24 

0 
157 

8 
33 

-29 
26 

31 
-41 

109 
19 
NA 


118 
8 

5.103 
25 

635 


34 

1,320 

1.420 
62 

43 

573 

88 
411 

97 
3.378 

356 
2.092 

12 

54 

155 


10.807 


354 


5.857 


2.867 

3.135 
1.532 

3.525 
608 

1.059 

5 


0.632 
4.2527 


2.009 

6.351' 
2,037« 

3.294 
1.211 


843 
4.729' 

4.963 
4.784 

4.397 
5.662 

7,673 
4.276 

1.117 
1.702 
1,055' 


32.153 
16.2031 

10.796 
NA 

NA 
NA 

8,215* 
0.040 

11.075 
0.460 

13.736 
NA 

16.043 
9.744 

36,997 
13.621 

NA 
NA 
NA 


0.10 
0.04 

0.44 
0.70 

0.03 
1.08 


15.6 
2,553.1 


67.2 
180.4 

1.5 
44.5 


97.7 
41.7 


120.0 
6.469.9 

4.8 
18.8 

1.0 


$623    $673    12%  $129   $100    $2,179   $10,501    0.12%   $8.9 


12.6 
7.5 


0.5 
1.0 

15.6 

24.0 
9.4 

0.1 

20.5 

_s 


11.9 
7.6 

11.3 


$3,294       $12,748         0.25%      $10.2 


14.306 
2,446 


0.56 

1664 

0.62 

37.2 

0.09 

11.7 

39.95 

128.5  1 

15.37 

601.0  1 

NA 

0.03 

29.8  1 

5.98 

515.3  " 

0.05 

4.5 

0.85 

8.3 

23.58 

247.7 

0.94 

13.9 

0.03 

3.2 

0.08 

10.1 

6.7 
0.9 

7.0 
6.4 

3.0 
53.7 


Rank  is  based  on  total  compensation  lor  latest  fiscal  year  Market  value  ol  CEO  stock  is  based  on  Apr  14  stock  price  and  includes  all  classes  ot  common  Compensation  percent  change  is  combined  salary  and  bon 
NA:  Not  available  Annualized  salary  Paid  to  date  'Four-year  total  'Three-year  total.  bLess  than  0.01%.  'Annualized  bonus  ;Prior-year  data.  "New  CEO;  compensation  may  be  for  an- 
other executive  office    'Less  than  $100,000    "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
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PRODUCING    THE    PERPETUAL    CUSTOMER 


T£ 


TSwv' 


*#*!&  •:>■• 


«; 


In  a  world  where  people  can  change  homes  every  4  years,  jobs  every  3  years,  and  cars  every  2,  ONE  can  help  you  build  relationships 
with  customers  that  last  lifetimes. 

Because  in  our  connected  economy,  success  is  not  measured  merely  in  today"s  sales,  but  in  the  recurring  earnings  from  customers 
vou  serve  over  time.  It's  the  kind  of  ever- increasing  customer  value  that  drives  your  market  capitalization. 

That's  where  ONE  can  help.  We  are  an  Internet  integrator  with  a  laser  focus  on  the  most  critical  component  of  e-business  —  creating 
customer  relationships  that  transform  your  business  and  your  markets.  Let  us  help  you  plan,  implement,  and  support  a 
customer- centered  e-business  solution  today. 

To  create  your  perpetual  customer  call  ONE  at  1-877-393-8000.  Or  visit  our  Web  site  at  www.oneco.net. 


llC  Your  Customer  Potential"  WEB  SITES.  CALL  CENTERS.  SALES  CHANNELAUT0MAT10N.  CUSTOMER  PROFILING.  DIRECT  MARKETING.  CONTENT  MANAGEMENT 


THF  TOP  8oO  CEOS 

COMPANY/CHIEF  FXFHIITIVE                   RANK 

COMPENSATION 

STOCK  OWNED 

Among       In 
800  CEOS  industry 

STHOUSANDS              %                                 STHOUSANDS 

% 

SMILUDHS 

Salary      Bonus     change    Other  Stock  gains      Total 

5-yr  total 

Mkt  value 

INDUSTRY  MEDIANS 


ci   Pepsi  Bottling  Grtup/Craig  E  Weatheru  p 
3   PepsiCo/Roger  A  Enrico 

e|   Philip  Morris  Cos/Geoffrey  C  Bible 

2  Quaker  Oats/Robert  S  Morrison 

3  Ralston  Purina/W  Patrick  McGinnis 

£J   RJ  Reynolds  Tobacco/Andrew  J  Schindler 

a 

_j   Sara  Lee/John  H  Bryan 

Smithf  ield  Foods/Joseph  W  Luter  III 

Suiza  Foods/Gregg  L  Engles 
Tyson  Foods/John  H  Tyson 

Universal/Henry  H  Harrell 
UST  Inc/Vincent  A  Gierer  Jr 
Wm  Wrigley  Jr/William  Wrigley  Jr 


$775        $888         19%      $181 


t/1 


Ball/George  A  Sissel 

Boise  Cascade/George  J  Harad 

Champion  Intl/Richard  E  Olson 
Crown  Cork  &  Seal/William  J  Avery 

Georgia-Pacific/Alston  0  Correll 
Georgia-Pacific  Timber/Donald  L  Glass 

International  Paper/John  T  Dillon 
Louisiana-Pacific/Mark  A  Suwyn 

Mead/Jerome  F  Tatar 
Owens-Illinois/Joseph  H  Lemieux 

Sealed  Air/William  V  Hickey 
Smurfit-Stone  Contain/Raymond  M  Curran 

Sonoco  Products/Peter  C  Browning 
Temple-Inland  Kcnncih  M  Jastrow  II 

Westvaco  John  A  Luke  Jr 
Weyerhaeuser/Steven  R  Rogel 
Willamette  Inds/Duane  C  McOougall 

'     ■■■'■' 


Abbott  Laboratories/Miles  D  White 
Abgenix  R  Scott  Greer 

Aetna/William  H  Donaldson 
Affymefrix/Stephen  P  A  Fodor 

Allergan/David  Pyott 

American  Home  Pred/ John  R  Stafford 

AmeriSource  Health  R  David  Yost 
Amgen  Kevin  W  Sharer 

Bausch  L  Lomb/Wilham  M  Carpenter 
Baiter  International/Harry  M  Jansen  Kraemer  Jr 

Becton  Dickinson/Edward  J  Ludwig 
Bergen  Brunswig  Robert  E  Martini 

Bindley  Wostorn  Inds  William  E  Bindley 
Biogen,  James  L  Vincent 

Boston  Scientific/ James  R  Tobin 
Bristol-Myers  Squibb/Charles  A  Heimbold  Jr 

Cardinal  Health  Robert  D  Walter 
Caremark  Rx/Edwin  M  Crawford 

Chiron  Sean  P  Lance 
Celumbia/HCA/Thomas  F  Frist  Jr 
Forest  Labs/Howard  Solomon 


395 
339 

23 
20 

83 
185 

4 
8 

366 
336 

37 
62 

274 
541 

456 
295 
703 

22 
19 

1 
2 

16 

28 

26 
18 
33 

313 

2 

463 

11 

343 

4 

491 

12 

233 

1 

386 

8 

376 

7 

431 

10 

327 

3 

565 

16 

511 

13 

358 

6 

409 

9 

548 

15 

582 

17 

351 

5 

533 

" 

161 

18 

364 

34 

600 

40 

729 

50 

510 

38 

248 

26 

639 

41 

94 

14 

264 

28 

296 

29 

687 

46 

677 

45 

140 

17 

47 

11 

558 

39 

20 

1 

189 

21 

254 

27 

454 

36 

39 

8 

800 

_12 


1,625 
996 

650 
775 

964 
624 

800 
650 

522 
750 
487 


690 
800 

800 
927 

1,050 
435 

1,035 
703 

763 

626 

325 
1,206 

733 
475 

875 
987 
867 


1.307 
283 

1.0001 
332 

702 

1,560 

438 
632 

825 

800 

408 
6751 

826 
1.026 

700: 
1.338 

825 
7B8 

700 

_13 

668 


1,200 
2,300 


4,400 
1,700 

825 
1,147 

1,463 
3,212 

888 
375 


894 
2,005 


1.141 
733 

1,650 
598 

2.100 
407 


875 
669 

550 

279 

325 
1.275 

696 
600 

1.500 


800 
200 


676 
702 

350 
1.124 

1.192 
1.120 


619 
1,500 

459 
2.552 

1.794 
3.000 

1.000 
100 


22 
15 

21 
15 

19. 

82 

-12 
66 

26 
NA 


181 
119 

538 
3,157 

966 

796 

12,124 
275 

100 
227 


271 
6.784 


10,300 
12.031 

1,788 


8 

2 

NA 


136 
10 
20 


$800        $669  7%      $208 


4 
-1 

85 
-3 

117 
0 


904 

124 

208 
2 

1,233 
13 


206 
463 


$309 
32 


1,395 


$3,294       $12,748         0.25%      $10.2 


2,181 
2,690 


13,346 
5,052 


2,441 
2,717 

24,051 
16,142 

3,577 
1,252' 


1,758 

3,228 

500 


NA 

27,365 

56,026 
11,179* 

11.485' 
11.434 

60,090 
22,488 

9,985 
NA 


7.282 

19,524 

NA 


3.043 
1,688 

2,658 
1,527 


9,150 
9,761 


10 

32 

-1 
-9 

NA 
NA 


227 
575 

1,357 
238 

760 

9 


221 

175 


13 
NA 

0 
45 
65 


646 
3 

39 

116 

27 


147 
154 

426 


4.383 
2.250 

2.350 
1.947 

2,844 
1,142 


1.410' 
2.490 


2,075 
1.225' 

1.060 
2.603 


8.0211 
7,759 


14,393 
4.9494 

11.873 
6,946 } 


5,5224 
20,409 


NA 
NA 

NA 

NA 

5,644 

4.935' 
NA 


0.28 
0.02 

0.09 
0.14 

0.12 
0.15 

0.05 
0.30 


0.05 
0.41 

0.40 
0.14 


0.09 
0.04 

0.13 
0.01 
0.02 


26 
81 

NA 
13 

6 
-18 

-4 
NA 

35 
47 

NA 
NA 

12 
149 

NA 
22 

72 
NA 

NA 
NA 
13 


455 


8 
1,831 

39 
256 

1,763 
1,066 

46 


3.822 
1.969 


6,303 
2.452 


9.906 

209 
151 


4.730    1.421 
-   18.336 

7 
1.860   38.288 

202    2,858 
233 

80 

29   23.087 


1,000 
332' 

1,385 
4,093 

827 
ll.Oie' 

3,780 
3,195 

604' 
675 

7,596 
20.062 

1.166 
44.037 


5.679 
4.021' 

1,780 
23,884 


NA 
4,3344 

NA 


64.094 

2.450' 
NA 

8,261' 
NA 

NA 
NA 

20.529 
NA 


0.02 
0.10 


NA 
117.096 

14.174 
NA 

NA 

NA 

49.480 


_5 

0.34 

0.04 
0.05 

0.73 

_5 

0.11 

0.11 

0.01 
4.13 

17.19 
0.08 


0.05 
1.38 

_s 

2.57 

1.83 


0.06  2.0 

0.03  14.1 

0.04  19.4 

0.13  10.2 

0.08  4.5 

0.16  3.1 

0.25  35.8 

796  92.8 

3.95  49.5 

0.24  5.6 

0.31  1.8 

0.35  9.6 

27.77   2,430.7 


$2,075         $7,890         0.12%       $3.0 


$733        $702         16%       $69       $151  $4,093       $19,977         0.10%      $11.2 


Rank  is  based  on  total  compensation  tor  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bono 
NA:  Not  available  Annualized  salary  'Paid  to  date  Tour-year  total.  'Three-year  total,  M-ess  than  0.01%.  'Annualized  bonus  'Prior-year  data.  8New  CEO;  compensation  may  be  for  an- 
other executive  office  "Less  than  $100,000  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  '*At  CEO's 
request,  salary  reduced  from  $900,000  to  $1    XEO  elected  to  serve  without  salary  or  bonus 
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WHEN  WE  REVIEW 


GOALS  FOR  THE  NEXT 


QUARTER, 


WE  MEAN  THE  NEXT 


QUARTER  CENTURY. 


Bessemer  Trust 

ENHANCING  PRIVATE  WEALTH   FOR  GENERATIONS 

New  York  (212)  708-9141  •  Washington,  DC  (202)  659-3330  •  Chicago  (312)  220-9898 

Palm  Beach  661)  655-4030  •  Miami  (305)  372-5005  •  Naples  (941)435-0034 
Atlanta  (404)  965-9300  •  Los  Angeles  (213)  892-0900  •  San  Francisco  (415)  291-1810 

630  Fifth  Avenue,  New  York.  New  York  10111 
www.bessemer.com  •  wealth@lTessemer.com 


RELATIONSHIPS 
THAT  SPAN  THE 
GENERATIONS. 

At  Bessemer,  generational 

planning  is  an  integral 
part  of  the  service  we  pro- 
vide to  clients  and  their 
families. 

Our  private  ownership 
and  single  focus  assure  a 
continuity  of  service  not 
found  in  many  of  today's 
financial  institutions. 

For  over  93  years,  we 
have  successfully  managed 
the  assets  of  some  of 
A  m erica  s  wealthiest 
families  through  every 
type  of  market  and  eco- 
nomic cycle,  several  wars, 
and  a  maze  of  changing 
tax  and  estate  laws. 


\  i 

ITN<  i  FOB 

III    Wi  \i  un 


If  you  have  $5  million 
or  more  to  invest  and 
would  like  to  learn  more 
about  Bessemer  and  receive 
a  copy  of  "A  Guide  to 
Investing  for  the  Wealth)', 
please  write  or  call. 


thf  top  Hoo  HEPS 


I 


CBMMMY/RHIFFFXFnilTIVF 


RANK 


COMPENSATION 


STOCK  OWNED 


Among       In 
800  CEOS  industry 


STHOUSANDS 


H 


INDUSTRY  MEDIANS 


Foundation  Health  Sys/Jay  M  Gelled 
Genentech/Arthur  0  Levinson 

Genzyme-General  Henri  A  Termeer 
Guidant/Ronald  W  Dollens 

HealthSouth/Richard  M  Scrushy 

Human  Genome  Sciences/William  A  Haseltine 


Humana/Michael  8  McCallister 

IDEC  Pharmaceuticals/Willam  H  Rastetter 

Incyte  Pharmaceuticals/Roy  A  Whitfield 
Johnson  &  Johnson/Ralph  S  Larsen 

Eli  Lilly/Sidney  Taurel 
Mallinckrodt/C  Ray  Holman 

McKesson  HBOC/John  H  Hammergren 
Medlmmune/Wayne  T  Hockmeyer 


Medtronic/William  W  George 
Merck/Raymond  V  Gilmartin 

Millennium  Pharm  Mark  J  Levin 
Oxford  Health  Plans/Norman  C  Payson 

PacifiCare  Health/Alan  R  Hoops 
PE  Biosystems  Group/Tony  L  White 

PE  Celera  Genomics/Tony  L  White 
Pfizer/William  C  Steere  Jr 

Pharmacia/Fred  Hassan 
Schering-Plough/Richard  Jay  Kogan 

Sepracor/Timothy  J  Barbench 
Tenet  Healthcare/Jeffrey  C  Barbakow 

UnitedHealth  Group/William  W  McGuire 
Warner-Lambert/Lodewijk  de  Vink 

Waters/Douglas  A  Benhiaume 
WellPoint  Health/Leonard  D  Schaeffer 


(/Andrea  Jung 
Clortx/G  Craig  Sullivan 

S   Colgate-Palmolive/Reuben  Mark 
_,   Eastman  Kodak/Daniel  A  Carp 

Estee  Lauder  Cos/Fred  H  Langhammer 

J    Fort  James/Miles  L  Marsh 

Fortune  Brands/Norman  H  Wesley 
Gillette/Michael  CHawley 

Hasbro/Alan  G  Hassenfeld 

Jones  Apparel  Group/Sidney  Kimmel 


f» 


Kimberly-Clark/Wayne  R  Sanders 
Liz  Claiborne/Paul  R  Charron 


Mattel/Ronald  M  Loeb 

Newell  Rubbermaid/John  J  McDonough 

NIKE/Phihp  H  Knight 

Proctor  k  Gamble/Durk  I  Jager 

Shaw  Industries/Robert  E  Shaw 
VF'Mackey  J  McDonald 


374 

11 

58 

2 

8 

1 

44S 

13 

80 

4 

337 

8 

331 

8 

488 

16 

485 

15 

381 

12 

66 

3 

261 

6 

515 
306 

17 

7 

252 

5 

338 

10 

481 

14 

Salary   Bonus 


696 

48 

35 

7 

42 

10 

211 

23 

461 

37 

688 

47 

640 

42 

129 

16 

651 

43 

25 

4 

26 

5 

203 

22 

234 

25 

40 

9 

34 

6 

171 

19 

702 

49 

653 

44 

172 

20 

321 

31 

347 

33 

24 

3 

308 

30 

23 

2 

60 

12 

435 

35 

219 

24 

332 

32 

82 

13 

124 

15 

500 
750 


850 
475 


1.63412 

365 

350 
420 

290 
1.365 


1.300 
733 

420 
535 

800 
1,183 


400 

350 

920 
71113 


711 
1.436 

1.115 
1.200 

349 
1.091 

1.588 
891 

500 
1.000 


STHOUSANDS 


change    Other  Stock  gains      Total        5-yr  total 


°/o 


$733         $702         16%       $69       $151  $4,093       $19,977         0.10%      $11.2 


985 


786 

456 


0 
8 

9 
-16 


69 
68 

19 
48 


23.659 

20,961 
3,935 


160 

250 

139 


1.410 


-41 

5 

NA 
25 

-19 
6 


54 
66 

173 
21 

1,499 


1,893 
4,072 

622 
750 

329 ' 
1,500 


32 
350 

1,105 
1,686" 


1.686 
2.873 

1.901 
2.074 

135 
671 

2.978 
1.559 

635 
2.200 


19 
139 

NA 
64 

20 
5 

8 
NA 

-1 
58 

58 
9 

35 
19 

18 

-35 

251 
30 

4 
50 


2,848 
30 

3,319 


41 
3,438 


54 

8,128 

476 
29,520 

27,558 
286 

22.086 
25,841 


84 

64 

880 
539 

219 

10.850 

61 
10.880 

6 
148 

205 
320 

38 
249 


3,179 

20.688 

24.577 
16,624 


12,197 
5.964 


569 
25.462 


22,616 

4.914 


1.688 
5917 

827* 
8,700 

7667 
33,783 


33.589 
5.122 

4,362» 
23.371 

27,011 
6.122 


NA 
31,484 

32,668 
9.192 


516 
764 


6,084 
2,936 


2,616 
35,847 

3,077 
38,732 

17,114 
1,911 

4,772 
2,769 


13,370 
9,412 


146,337 
13,997s 

NA 
11,483 

3.8195 
61.263 

NA 
15,856 

NA 
33,951 

56,510 
15,700 

2,168 
NA 


19,221 

15.0873 

14,767' 
125,795 

19.9774 
97,491 

22,302 
11,137 

48,145 
NA 


20,713 
21,848 


0.02 

_5 

0.26 
0.10 

1.21 
4.73 

0.04 
0.35 

1.86 
0.05 

0.06 

0.19 

0.06 
0.04 

0.25 
0.01 

2.08 

3.22 

0.68 
0.16 

0.16 
0.06 

0.04 
0.02 

1.51 
0.05 

0.11 
_s 

2.07 
0.25 


$978         $892         11%     $434 


$2,705       $14,645  0.07%        $7.7 


Rank  is  based  on  total  compensation  lor  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common.  Compensation  percent  change  is  combined  salary  and  bom 
NA  Not  available  'Annualized  salary.  -Paid  to  date  3Four-year  total.  'Three-year  total.  bLess  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  8New  CEO;  compensation  may  be  for  an 
other  executive  office  'Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  L2CEO  vol-] 
untarily  reduced  salary  through  Jan  2.  2000    "Salary  and  bonus  is  paid  by  PE  Corp.  for  services  rendered  to  Biosystems  and  Celera  Genomics  Group. 
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Producing  i2i.  Now  there's  an  industrial-strength  e-marketplace 
at  offers  businesses  around  the  world  an  unprecedented 
vel  of  security  and  confidence.  It's  called  i2i.  A  revolutionary 
:w  concept  in  online  trading.  By  creating  a  worldwide  network 
rigorously  screened  member  companies,  i2i  connects  buyers 

I  id  sellers  in  every  part  of  the  world,  every  minute  of  the  day. 
id  with  i2i  you  work  with  leading  service  partners  to  facilitate 
'ery  step  of  your  transaction.  These  include  SGS  and  Bureau 
;ntas  (inspection/verification  of  goods),  Danzas  (logistics  and 
ansportation),  and  Deloitte  Touche  Tohmatsu  (import/export 
id  taxation).  And  because  of  our  strategic  partnership  with 
*P,  you  can  seamlessly  integrate  your  company's  operations 
>th  our  trading  platform.  i2i.  Who  says  you  can't  trust  someone 
>u  meet  online. 


industrytoindustry 
Trade  With  Industrial  Strength" 


become  a  member  today,  please  visit  us  at  www.i2i.com  or  call  1-888-840-4490. 


EricSydnor,  CEO,  World  Environmental,  Inc. 


"When  we're  faced  with  managing  millions  of  pounds  of 
hazardous  waste,  I  dOil't  Want  to  have  to  WONTy 

about  keeping  our  PCs  up  and  running." 


To  see  how  Eric  is  using  Windows  2000  Professional 
to  help  his  small  business  take  on  big  jobs,  go  to: 

www.SeeMyStory.com/Eric 


Microsoft 

Where  do  you  want  to  go  today? 


il£ Windows  2000 

Professional 


II  The  Business  Internet  I  starts  here 


THF  TOP  ROO  HEPS 


COMPANY/HHIFF  FXFCIJTIVE 

RANI 

COMPENSATION 

STOCK  0 

Among 

In 

STHOUSANDS 

% 

STHOUSANDS 

% 

SMILU0MS 
Mkt  value 

800  CEOS 

industry 

Salary 

Bonus 

change 

Other  Stock  gains 

Total 

5-yr total 

INDUSTRY  MEDIANS 

$829 

$850 

6% 

$252 

- 

$2,848 

$14,905 

0.29% 

$8.1 

Aflac/Daniel  P  Amos 

53 

3 

995 

1,606 

31 

166 

$15,082 

17.848 

66,403 

1.28 

156.9 

J 

Allmerica  Financial/John  F  O'Brien 

344 

20 

900 

1,519 

72 

230 

- 

2,649 

12,344 

0.17 

4.6 

T- 

Allstate/Edward  M  Liddy 

250 

15 

890 

539 

-42 

2,489 

- 

3.918 

NA 

0.03 

3.9 

American  Finl  Group/Carl  H  Lindner 

389 

24 

968 

600 

-6 

135 

535 

2.238 

16,790 

3.72 

55.5 

American  General/Robert  M  Devlin 

199 

9 

935 

4,000 

54 

425 

— 

5,360 

14,446s 

0.40 

53.4 

American  Intl  Group/Maurice  R  Greenberg 
American  Natl  Ins/Robert  L  Moody 

176 
253 

8 
14 

1.000 

5,000 

0 

10 

- 

6,010 
4,029 

80,239" 
17,563 

1.90 

3.032.6 

4,028 

- 

5 

1 

- 

3.39 

46.1 

AmerUs  Life/Roger  K  Brooks 
Aon/Patrick  G  Ryan 

469 

27 

500 
1,119 

990 
990 

148 

-29 

158 

358 

1,648 
2,467 

6.559 
13,078 

0.60 
11.93 

3-5 

786.1 

361 

22 

Berkshire  Hathaway/Warren  E  Buffer! 

771 

36 

100 

- 

0 

- 

- 

100 

500 

33.60 

29.638.0 

Chubb/Dean  R  0  Hare 

360 

21 

991 

800 

1 

676 

- 

2,467 

15,364 

0.08 

9.1 

Cigna/H  Edward  Hanway 
Cincinnati  Financial/John  J  Schiff  Jr 

93 
705 

5 
35 

712 

2,500 

NA 

2,078 

6.685 

11,974' 

NA 
NA 

0.05 

7.3 

505 

- 

-24 

- 

- 

505 

5.75 

361.3 

Citigroup  Sanford  1  Weill 

11 

1 

1,000 

8.732 

35 

451 

75.693 

85.876 

618,599 

0.52 

1,015.1 

Conseco/Stephen  C  Hilben 

12 

2 

1,000 

13,500 

-5 

6.712 

53,888 

75.1007 

391.678 

2.67 

65.3 

Fremont  General/James  A  Mclntyre 

216 

10 

800 

- 

-54 

4,013 

- 

4,814 

30.702 

11.85 

49.3 

Hartford  Finl  Service/Ramam  Ayer 

146 

7 

838 

944 

49 

1,458 

3,953 

7.192' 

9.268' 

0.07 

7.0. 

Jefferson-Pilot/David  A  Stonecipher 
John  Hancock  Financial/Stephen  L  Brown 

326 
250 

19 
13 

964 

1.300 

15 

584 

- 

2,848 

11.468 

0.11 

6.9 

1.000 

2,000 

50 

1.072 

— 

4.072 

NA 

_5 

0.5 

Leucadia  National/Ian  M  Cumming 

624 

32 

546 

17 

-6 

296 

- 

859' 

40,073 

16.42 

226.9 

Liberty  Financial  Cos/Gary  L  Countryman 

- 

- 

_13 

- 

- 

- 

- 

- 

NA 

NA 

- 

Lincoln  National/Jon  A  Boscia 

363 

23 

752 

1,110 

-57 

341 

251 

2.454 

NA 

0.09 

5.4 

Marsh  &  McLennan/Jeffrey  W  Greenberg 

235 

11 

1.000 

1.300 

NA 

2,033 

- 

4,333' 

NA 

0.06 

14.3 

MGIC  Investment/Curt  Culver 
MONY  Group/Michael  1  Roth 

587 
300 

31 
18 

419 

567 

NA 

63 

- 

1.649' 
3,156 

NA 

8,931' 

0.02 

1.1 

875 

875 

6 

1.406 

- 

- 

- 

Old  Republic  Intl  A  C  Zucaro 

509 

29 

584 

825 

-9 

15 

- 

1.424 

8,268 

0.29 

4.5 

PMI  Group/W  Roger  Haughton 

546 

30 

500 

510 

54 

231 

- 

1,241' 

2,953' 

0.04 

0.8 

Progressive/Peter  B  Lewis 

110 

6 

800 

924 

-30 

180 

8,345 

10,250 

20,183 

9  30 

477.0 

Protective  Life/Drayton  Nabers  Jr 

405 

26 

605 

708 

14 

792 

- 

2,105 

11,468 

0.59 

10.5 

Reliance  Group  George  R  Baker 
ReliaStar  Financial  John  G  Turner 

238 

12 

NA 

NA 

- 

- 

- 

4,278 

NA 
16.696 

_5 

_s 

728 

531 

8 

655 

2,365 

0.29 

7.3 

Safeco/Roger  H  Eigsti 

504 

28 

900 

- 

2 

496 

55 

1,452 

7,367 

0.09 

2.7 

St  Paul  Cos/Douglas  W  Leatherdale 

277 

16 

940 

2.288 

277 

89 

196 

3,513 

9.662 

0.16 

10.6 

StanCorp  Financial/Ronald  E  Timpe 

631 

33 

518 

166 

15 

163 

- 

847 

NA 

010 

0.8 

Torchmark  C  B  Hudson 

643 

34 

800 

_u 

0 

6 

- 

806 

22.053' 

0.78 

22.6 

Transatlantic  Holding/Robert  F  Orlich 
Unitrin  Richard  C  Vie 

399 
292 

25 
17 

577 

304 

7 

252 

1,028 

2,161 
3.278 

7.849" 
15.626 

0.05 
0.34 

1.5 

775 

190 

7 

5 

2,308 

8.1 

UnumProvident/J  Harold  Chandler 

64 

4 

829 

960 

8 

3 

13.701 

15.493' 

22.604 

0.21 

8.1 

tzzizzammm 

$214 

$47 

35% 

- 

- 

$300 

$6,919 

4.98% 

$189.9  1 

r— 

Akamai  Technologies  George  H  Conrades 

740 

28 

2602 

- 

NA 

- 

- 

260 

NA 

5.44 

328.7 

Amaion.com/Jeffrey  P  Bezos 

773 

46 

82 

- 

0 

$1 

- 

83 

3003 

33.60 

5,508.9 

X 

America  Online/Stephen  M  Case 

6 

1 

575 

1.000 

34 

5  $115,510 

117.090 

333,769 

0.39 

476.5 

Ariba  Keith  J  Krach 

762 

40 

120 

47 

20 

- 

- 

167 

NA 

11.10 

1.271.9 

Art  Technology  Group  Jeet  Singh 

747 

31 

150 

80 

50 

- 

- 

230 

5324 

10.25 

271.3 

At  Home  George  Bell 
BroadVision  Pchong  Chen 

724 
739 

19 
27 

2101 
200 

1506 
75 

NA 
42 

360 
275' 

NA 
758' 

NA 

- 

22.02 

1.519.5 

CMGI  David  S  Wetherell 

314 

13 

239 

189 

68 

134 

2.474 

3,037 

11,117 

13.83 

1.708.5 

Commerce  One  Mark  B  Hoffman 

765 

41 

156 

- 

NA 

— 

— 

156' 

NA 

0.75 

38.3 

Covad  Communications  Robert  Knowling  Jr 

468 

14 

400 

500 

NA 

750 

- 

1.650 

NA 

0.03 

1.2 

Critical  Path/Douglas  T  Hickey 

728 

21 

332 

- 

NA 

- 

- 

332 

NA 

2.17 

61.5 

Digox  M.irk  Shull 

742 

29 

250' 

- 

NA 

- 

- 

250 

NA 

- 

- 

Digital  Island 'Ruann  F  Ernst 

516 

15 

186 

64 

NA 

25 

1.120 

1,395 

NA 

0.36 

6.2 

Rank  is  based  on  total  compensation  tor  latest  fiscal  year  Market  value  ol  CEO  stock  is  based  on  Apr  14  stock  pnce  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  be 
N*  Not  available  Annualized  salary.  -Paid  to  date  'Four-year  total  'Three-year  total  'Less  than  O.OIK.  'Annualized  bonus.  'Prior-year  data.  "New  CEO:  compensation  may  be  for  ar 
other  executive  office.  "Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  -'Include 
long-term  incentive  payouts  made  by  SICO.  a  private  holding  company,  paid  in  1996  and  1998.  l3CEO  does  not  receive  any  compensation  from  company.  "Includes  long-term  incentive  pa 
outs  made  by  SICO.  a  private  holding  company 
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Acadio.com 


Y:adio 


There's  nothing  quite  like  the  rush  when 
your  career  really  takes  off.  Been  awhile? 

Recapture  the  wide-eyed  excitement  in  your  career  -  visit  Acadio.com.  Studies  show  that  almost 
half  of  all  job  promotions  come  from  acquiring  a  new  skill.  At  Acadio.com,  that's  just  what  you'll 
do.  Here  you'll  find  thousands  of  continuing  education  materials  and  self-study  products  to  propel 
you  to  a  future  as  thrilling  as  your  past.  Advancing  your  career  is  just  a  click  away,  www.acadio.com 


\arn  more.  Go  further. 


ACADIO  and  the  KITE  LOGO  are  trademarks  of  Acadio  Corporation  ©  2000  Acadio  Corp.  All  rights  reserved 


THE  TOP  ROO  CEOS 


CaMPAMY/HHIFF  FXFnilTIVF 


HANK 


COMPENSATION 


STOCK  OWNFn 


INDUSTRY  MEDIANS 


DaubleClick/Kevin  J  O'Connor 
E'Trade  Group/Christos  M  Cotsakos 

eBay/Margaret  C  Whitman 
Entrust  Technologies/John  A  Ryan 

Exodus  Commun/Ellen  M  Hancock 
FreeMarkets/Gler,  T  Meakem 


Healfheon/WebMD/Jeffrey  T  Arnold 
i2  Technologies;  Sanjiv  S  Sidhu 

InfoSpace,  comNaveen  Jain 
Inktomi/David  C  Peterschmidt 

InterNAP  Network  Svcs/Anthony  C  Naughtin 
Internet  Capital  Group/Walter  W  Buckley  III 

InterTrust  Technologies/Victor  Shear 
Liberate  Technologies/Mitchell  E  Kertztnan 

LookSmart  Evan  Thornley 
Lycos/Robert  J  Davis 

MarchFirst/Robert  F  Bernard 
Network  Solutions/James  P  Run 

Portal  Software/John  E  Little 
Priceline.com/Richard  S  Braddock 

PSINet/William  L  Schrader 
RealNetworks  Robert  Glaser 

Red  Hat/Matthew  J  Szuhk 
Scient/Robert  M  Howe 

Seftware.com/John  L  MacFarlane 
Terayon  Communication  Z3ki  Rakib 

Tibco  Software/Vivek  Y  Ranadive 
USirtternetworking  Christopher  R  McCleary 

VeriSign/Stratton  D  Sclavos 
VerticalNet  Mark  L  Walsh 

Vignette/Gregory  A  Peters 
Vitria  Technology  /JoMei  Chang 

webMethods/Philhp  Merrick 
Yahooi/Timothy  Koogle 


AN  Steel  Holding/Richard  M  Wardrop  Jr 
Alcoa  Alain  J  P  Belda 

Bethlehem  Steel/Ouane  R  Dunham 
Engelhard,  Onn  R  Smith 

LTV/Peter  Kelly 
Nucor/H  David  Aycock 


Phelps  Dodge/J  Steven  Whisler 
Reynolds  Metals/ Jeremiah  J  Sheehan 
USX-US  Steel  Thomas  J  Usher 


INDUSTRY  MEDIANS 


Ames  Dept  Stores/Joseph  R  Ertore 
AutoNation/Michael  J  Jackson 

AutoZone/Johnston  C  Adams  Jr 
Barnes  t  Noble/Leonard  Riggio 

Best  Buy/Richard  M  Schulze 

BJ's  Wholesale  Club/John  J  Nugent 


Among       In 
800  CEOS  industry 


745 

30 

122 

7 

21 

2 

159 

9 

111 

6 

731 
751 

22 

35 

749 

33 

775 

47 

157 

8 

748 

32 

198 

12 

753 

36 

735 

25 

761 

39 

165 

10 

768 

43 

668 

17 

750 

34 

735 

25 

67 

4 

771 

45 

758 

37 

732 

23 

767 

42 

760 

38 

638 

16 

188 

11 

722 

18 

727 

20 

38 

3 

734 

24 

770 

44 

86 

5 

156 

2 

51 

1 

642 

8 

286 

3 

620 

6 

625 

7 

649 

9 

500 

5 

323 

4 

152 

9 

387 

22 

645 

34 

550 

29 

115 

6 

510 

27 

STHOUSANDS 


% 


STHOUSANDS 


Salary   Bonus  change  Other  Stock  gains   Total   5-yr  total 


175 
523 


146 
225 

250 
283 

214 

150 

632 
250 

171 
250 

175 
3001 

137 
170 

130 
3501 

185 
300 

488 
100 

1851 
250 

140 
173 

346 
250 

250 
233 

175 
225 

100 
295 


1,200 
771 

433 
950 

622 
358 

480 

817 
1.242" 


939 
1.0001 

530 
773 

950 
572 


70 
1,141 


94 

165 


100 
180 

25 

75 


259 

59 
125 


80 

350 
40 

263 


NA 
86 


NA 
36 


NA 
0 

NA 
85 

86 
47 

0 
NA 

NA 
0 


232 

_u 

131 
100 

64 
75 


-65 
NA 

NA 
NA 

46 

0 

NA 

NA 

NA 
6 

-12 
21 

-1 
NA 

113 
20 

NA 
51 


2.040 
1.500 

1,853 

287 

235 

513 

1,400" 


44 
NA 

NA 
7 

-3 
NA 

NA 

-13 

9 


750 
1.2506 

265 
450 

1,511 
360 


31 
NA 

3 
-15 

55 

17 


$17   $7,917 


36   42,720 
3   6,022 


9,985 

6 
2 


5,991 
5,054 

6,094 


39 

30 

7 


4   13,935 


52 


250 
5,439 


11   24,577 


1   12,725 


$771    $513     7%  $289 


3.358 
396 

384 
575 

249 

212 

73 

90 

289 


$15,914 


66 


$919        $583         12%     $160 


5.152 


25 
485 


$7,555 


2207 
227' 

637 
6,500 

230 
5,429 


214 
300 


1677 
6,351 


130' 
700 

225' 
300 

14,689 
1007 


185 
302 


140' 
173' 


828 
5,689 


381' 
333' 


24,827 
300 


102 
13,021 


6,598 
18.581 

817' 
3,378 


871 
857 


788' 
1,485' 
2.930 


SMJUIQNS 
Mkt  value 


8.26 
0.40 


NA 
945' 

NA 
12,876* 


1.73 
44.11 

37.58 
0.24 


478* 
NA 


NA 
NA 


NA 
17,628 


1,334s 
NA 

NA 
NA 


16,050 

300' 

NA 
NA 


NA 
NA 


NA 
NA 

NA 
NA 


NA 
NA 


NA 
33.411 


1.39 
4.52 

18.55 


5.87 

_5 

9.81 

_5 

8.00 
6.45 


8.72 
40.44 


1.40 
9.86 

14.29 
5.59 

0.84 
3.40 

1.68 


0.05 
14.61 


10.68 
0.15 


17.883 
NA 

NA 
23.175 

NA 
NA 

NA 
3,6594 
12.679 


0.60 
0.07 

0.05 
0.74 

0.08 
0.72 

0.13 
0.05 
0.04 


6,842' 
2.250 

800 
1.223' 

10.041 
1,417' 


562.4 

19.1 


$300         $6,919         4.98%    $189.9 


245' 
9,598 

43,002' 
6,430 

10,235 
308 


NA 

17,568' 

NA 

6,919* 

NA 
NA 


5.88 

992.3 

0.01 

0.2 

1.10 

174.2 

8.51 

172.0 

17.96 
0.03 


57.1 
4,979.0 

3,415.2 
26.0 


59.5 
465.5 

407.5 


115.2 
0.2 


273.4 

0.4 

498.1 
642.1 


317.9 
1,637.6 


50.4 
274.9 

384.5 
151.8 


222.5 
77.1 

164.3 


4.2 
413.5 


205.7 
94.9 


$1,485       $15,281         0.08%       $4.5 


6.7 
18.4 

0.3 
15.2 

0.3 
29.3 

4.5 
1.9 
0.8 


$2,468       $12,821         0.19%      $13.7 


4.0 

0.3 
250.2 

2.577.2 
0.8 


Rank  Is  based  on  total  compensation  for  latest  fiscal  yt  .11  Market  value  ol  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  ol  common  Compensation  percent  change  is  combined  salary  and  bonus 
NA  Not  available   Annualized  salary    'Paid  to  date    'Four-year  total.  'Three-year  total    'Less  than  OOI S.  Annualized  bonus    7Prior-year  data.  BNew  CEO;  compensation  may  be  for  an- 
other executive  office.  "Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary    "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  ''Salary  and 
bonus  is  paid  bv  USX  Corp  for  services  rendered  to  Marathon  and  US  Steel 
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e;rest20oo 

onmantal  Expedition 


WE  TAKE  ON  THE  TOUGH  STUFF. 

WE'VE  WORKED  DAMNED  HARD  TO  GET  WHERE  WE  ARE.  SO  WHEN  IT  COMES 
TO  B2B  E-COMMERCE  SYSTEMS  INTEGRATION,  NO  ONE'S  BETTER  THAN  US. 
TO  FIND  OUT  MORE.  VISIT  US  AT  WWW.INVENTA.COM  OR  CALL  US  AT 
1-800-378-6224.  BY  THE  WAY,  IF  YOU  THINK  YOU'RE  AS  TOUGH  AS  US 
JOIN  US  AT  OUR  BASE  CAMP  TO  SUMMIT  SEMINARS,  AND  LEARN  HOW  TO 
PLAN  YOUR  E-COMMERCE  ASCENT. 


venta 


We  do  the  tough  stuff.  Fast. 


opynght  2000  Inventa  Technologies.  Inc.  All  Rights  Reserved   Inventa.  the  Inventa  logo  and  the  Inventa  Everest  2000  Environmental  Expedition  logo  are  trademarks  of  Inventa  Technologies,  Inc. 


THF  TOP  800  HEPS 


C11MPANY/CHIEF  EXECUTIVE. 


RANK 


COMPENSATION 


STOCK  OWNED 


3 


INDUSTRY  MEDIANS 


Circuit  City  Stores-G/Richard  L  Sharp 
Consolidated  Stores/William  Kelley 

Costco  Wholesale/James  D  Sinegal 
CVS/Thomas  M  Ryan 

Dillard's/William  Oillard  II 
Dollar  General/Cal  Turner  Jr 

Federated  Dept  Strs/James  M  Zimmerman 
Gap/Millard  Orexler 

Home  Depot/Arthur  M  Blank 
Kmart/Floyd  Hall 

Kohl's/R  Lawrence  Montgomery 
Limited/Leslie  H  Wexner 

Longs  Drug  Stores/Stephen  D  Roath 
Lowe's  Cos/Robert  L  Tillman 

May  Dept  Stores/Eugene  S  Kahn 
Nordstrom/John  J  Whitacre 

Office  Depot/David  I  Fuente 
OfficeMax/Michael  Feuer 

JC  Penney/James  E  Oesterreicher 
Rite  Aid/Robert  G  Miller 

Saks/R  Brad  Martin 

Sears.  Roebuck/Arthur  C  Martinez 

ShopKo  Stores: William  Podany 
Sonic  Automotive/0  Bruton  Smith 

Staples/Thomas  G  Sternberg 
Starbucks/Howard  Schultz 

Tandy/Leonard  H  Roberts 
Target/Robert  J  Ulnch 

TJX  Cos/Edmond  J  English 
Toys  R'  Us/ John  Eyler 

United  Auto  Group/Roger  Penske 
Venator  Group/Dale  W  Hilpert 

Wal-Mart  Stores/H  Lee  Scott  Jr 
Walgreen/L  Daniel  Jorndt 


ESIlHffl 


ADC  Telecom/William  J  Cadogan 
Advanced  Fibre  Commun/John  A  Schofield 

Allegiance  Telecom/Royce  J  Holland 
Alltel/ Joe  T  Ford 

American  Tower/Steven  B  Dodge 
ATAT/C  Michael  Armstrong 

Avanex/Walter  Alessandnni 
Rell  Atlantic/Ivan  G  Seidenberg 

BellSouth  F  Duane  Ackerman 
Broadwing/Richard  G  Ellenberger 

CenturyTel/Glen  F  Post  III 
Ciena/Patrick  H  Nettles 

Citizens  Utilities/Leonard  Tow 
Comverse  Technology  Kobi  Alexander 

Corning Rogei  G  Ackerman 
Crown  Castle  Intf/Ted  B  Miller  Jr 


Among       In 
800  CEOS  industry 


STHOUSANDS 


95 

5 

598 

32 

695 

38 

184 

13 

401 

23 

126 

7 

197 

15 

4 

1 

256 

17 

324 

18 

657 

35 

166 

10 

628 

33 

175 

12 

359 

20 

683 

37 

356 

19 

466 

26 

561 

30 

445 

25 

417 

24 

246 

16 

371 

21 

660 

36 

84 

4 

133 

8 

55 

2 

77 

3 

595 

31 

522 

28 

187 

14 

168 

11 

945 
935 

350 
956 

680 
704 

1,250 
2.154 

981 
1.375 

523 
1.186 

180 
850 

1,200 
625 

1,000 
950 

1.056 
1.2501 

919 
1.200 

523 
386 

682 
779 

850 
1.028 

334 
NA 

8251 

1.0001 
883 


559 

27 

693 

38 

723 

43 

315 

22 

717 

42 

117 

11 

712 

41 

85 

9 

204 

16 

259 

IB 

169 

14 

666 

34 

583 

30 

75 

8 

160 

13 

685 

37 

683 
3751 

225 
750 

412 
1.400 

275; 
1.200 

1.100 
550 

664 

348 

900 
350 

815 
325 


% 


STHOUSANDS 


Salary       Bonus     change    Other  Stock  gains      Total        5-yr  total 


%        S  MILLIONS 
Mkt  value 


$919         $583         12%     $160 


$2,468       $12,821         0.19%      $13.7 


1,235 

200 
1,850 

1.335 
528 

922 
5,673 

3,000 
653l: 

177 
3,332 

407 
1.700 

675 


713 

31 
6006 


2.199 

523 
350 

525 


850 
3.500 

255 
NA 


1.215 
583 


413 
90 

150 
1,013 

2.258 

1506 
2,106 

2,400 
576 

367 
363 

3.446 

1.455 
300 


47 
-63 

3 

40 

55. 
3 

16 
7 

37 
2 

NA 
76 

NA 
40 

NA 
-52 

-67 
6 

2 
NA 

-58 
60 

NA 
125 

-9 
-34 

39 
35 

NA 

NA 

NA 

NA 

12 


-   $9,722 
71 


19 

2,981 

140 
160 

3,273 
158,448 

896 

49 
1,824 

266 
3,483 

593 
33 

309 

25 

1,114 
726 

321 


3.735 
25 

5.959 
5.272 

61 


541 

91 
1.383 


$525         $363         20%     $135 


73 
NA 

5 
23 

11 
11 

NA 
60 

17 
NA 

5 
58 

0 
121 

98 
-31 


64 
111 

849 

7 
3,828 

27 
9,849 

1.586 
2.766 

134 
3 

163 
431 

155 


86 
7,858 
6,541 


1,201 


46 


1.032 

8,298 
7,670 

9,827 
4.049 

368 


3.414 
3.387 


$413 

2.459 

61 

5.065 

9.654 
3.980 


11,902 
1.0067 

569 
5,874 

2.155 
9.250' 


5,4457 
172.816 

3.981 
2,924 

748" 
6,342 


8541 
6,033 

2,468' 
658 

2.510 

1.663' 

1,158 
1,850 

2,032 
4.124 


2,400" 
7367 


13,241 
8,474 

17,485 
13,849 

1.017" 


1,366 


5,720 
6,237 


22,372 
12,823 

2.426 
10.782* 

NA 

31,396 

12.8184 
388.035 

9.9264 
23,115 

NA 
18,770 

NA 
11.8943 

NA 
4,136 


10,685 
8,547 

8,967 
NA 


15,467 
22,992 


NA 
1.4593 

96,166 
30,244 

NA 
38.260 


NA 
NA 

NA 
NA 

NA 

17,166* 


0.93 
0.05 

0.95 
0.05 

4.92 
16.36 


0.02 
1.11 


1.45 
0.36 

0.17 
21.21 

0.19 
0.07 

0.09 

_5 

0.21 
1.94 

0.03 
0.23 

1.49 
0.03 

0.08 
24.98 

0.73 
2.08 

0.09 
0.11 


0.09 

B5.6613 
0.12 

_5 

0.06 


1.160 
576 

375 
3,025 

419 
9.946 

452 
13.215 


5,086 
3.892 

6.230 
713 


1.063 

13.882' 

6.404 

625' 


16.109 
NA 

805' 
17,109 

1.6521 
17.7134 

NA 
33.424 

13.6901 
NA 

12,798 
2,218 

13.318 
20.163 

17.355 
1.7604 


0.14 
0.03 


5.42 
0.20 


3.90 

_5 

10.11 


0.02 
0.17 

0.12 
1.99 

2.46 
0.46 

0.13 
0.67 


96.7 
0.6 

215.0 
8.6 

65.0 
1.048.0 

1.6 
366.8 


1,944.8 
13.7 

25.6 
2.016.8 

1.7 
15.7 

SO 
0.3 


8.3 
12.0 

1.2 
3.8 


26.9 
3.9 


0.5 

105.7 

63.1 
133.5 


8.3 
33.7 

3.1 

112.1 
1.6 

13.8 
16.1 


$1,692       $13,097         0.63%      $67.0 


19.8 
1.1 

357.7 
40.1 

242.1 
10.9 

342.7 
6.3 


14.6 

10.1 

6.1 

244.5 

103.2 
52.2 

50.5 
35.1 


■td  on  total  compensation  tor  latest  fiscal  ftm  Market  value  ol  CEO  stock  is  based  on  Apr  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bonus 
NA  Noi  Annualized  salary    "Paid  to  date.  3Four-year  total    4Three-year  total    bLess  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  8New  CEO;  compensation  may  be  for  an- 

■  i  cutivc  office    'Less  than  $100,000    '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus.  ,JCEO  was 
not  compensated  tot  his  services    "Includes  shares  held  indirectly. 
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mn  the  tuxedos,  full  speed  ahead. 


* 


A 


ktie  is  optional  but  a  300-horsepowerV-8  is  standard  in  the  world's  most  powerful  full-size  luxury  SUV.  There's  room  for  seven  in  three  rows  of  leather- 
Tied  seats.  And  up  to  8,900  pounds  towing  capacity.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 


Lincoln  Navigator.  American  Luxury- 


THF  TOP  SO     CEOS 


COMPflNY/nHIFF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWNED 


INDUSTRY  MEDIANS 


E-Tek  Dynamics/Michael  J  Fitzpatrick 
Efficient  Networks/Mark  A  Floyd 

Foundry  Networks/Bobby  R  Johnson  Jr 
Global  TeleSystems/H  Brian  Thompson 

GTE/Charles  R  Lee 

Infonet  Services/Jose  A  Collazo 

JDS  Uniphase/Kevin  N  Kalkhoven 
Juniper  Networks/Scott  Knens 

Level  3  Commun  James  Q  Crowe 

Loral  Space  &  Commun/Bernard  L  Schwartz 

Lucent  Technologies/Richard  A  McGinn 
MCI  WorldCom/Bernard  J  Ebbers 

McLeodUSA/Clark  E  McLeod 
MediaOne  Group/Charles  M  Li  His 

Metromedia  Fiber  Net/Stephen  A  Garofalo 
Motorola/Christopher  B  Galvin 

Nextel  Commun/Timothy  M  Donahue 
Nextel  Partners/John  Chappie 

Nextlink  Commun  Darnel  F  Akerson 
Qualcomm/lrwin  M  Jacobs 

Qwest  Communications/Joseph  P  Nacchio 
Redback  Networks/Dennis  L  Barsema 

RF  Micro  Devicos/Oavid  A  Norbury 

SBC  Communications/Edward  E  Whitacre  Jr 

Scientific-Atlanta/  James  F  McDonald 
Sprint  FON 'William  T  Esrey 

Sprint  PCS,  William  TEsrey 
Sycamore  Networks/Daniel  E  Smith 

Tele  &  Data  Systems  LeRoy  T  Carlson  Jr 
Tellabs  Michael  J  Birck 

U  S  West/Solomon  D  Trujillo 
UTStarcom  Hong  Liang  Lu 

VoiceStream  Wireless/John  W  Stanton 
Wireless  Facilities  Massih  Tayebi 


INDUSTRY  MEDIANS 


AMR  Donald  J  Carry 

Burlington  Santa  Fe/Roben  D  Krebs 

CNF  Transportation/Gregory  L  Quesnel 
Continental  Airlines  Gordon  M  Bethune 

CSX/John  W  Snow 

Delta  Air  Lines  LeoFMullin 

FedEx/Frederick  W  Smith 

Kansas  City  Southern;  Landon  H  Rowland 

Norfolk  Southern/  David  R  Goode 
Northwest  Airlines/John  H  Dasburg 

Ryder  System/M  Anthony  Burns 
Southwest  Airlines/Herbert  0  Kelleher 

Trans  World  Airlines/William  F  Compton 
UAL  James  E  Goodwin 

Union  Pacific/Richard  K  Davidson 
United  Parcel  Service/James  P  Kelly 
US  Airways  Graap/Rakesh  Gangwal 


Among       In 
800  CEOS  industry 


STHOUSANDS 


Salary   Bonus 


641 

33 

738 

45 

2 

1 

571 

29 

73 

7 

591 

31 

673 

35 

759 

49 

674 

36 

414 

25 

97 

10 

136 

12 

196 

15 

413 

24 

711 

40 

297 

20 

57 

6 

746 

46 

706 

39 

411 

23 

13 

2 

730 

44 

530 

26 

22 

3 

221 

17 

43 

4 

43 

4 

774 

50 

265 

19 

609 

32 

301 

21 

754 

48 

560 

28 

752 

47 

194 

5 

195 

6 

345 

9 

87 

1 

142 

3 

400 

10 

242 

7 

637 

16 

429 

12 

470 

13 

543 

15 

104 

2 

726 

17 

521 

14 

289 

8 

427 

11 

154 

4 

300 
200 


140 
BOO1 


1,248 
354 

293 
170 


700 
463 

725 
861 

1.100 
696 

1.050 
750 

950 
500 

812 
395 

3501 
573 

888 
882 
675 


change 


STHOUSANDS 


T 


Other  Stock  gains      Total        5-yr  total 


% 


SMILLIONS 

Mkt  value 


$525        $363         20%      $135 


135 
80 

449 


350 

1.618 

1.100 
935 

250 
794 

328 
1,275 

406 
150 

500' 
773 

680 
225 

212 
1.429 

705 

1.00012 

1.000 
732 

630 
563 

897 
206 

295 
216 


1,712 
297 

194 
5 

300 

5,130 
7,115 


NA 
41 

1 
NA 

17 
NA 

8 
3 

NA 
-23 

-52 
-55 


387 


142 
900 

100 
1.900 

608 


975 

863 
100 

220 
6.000 

696 
1.382" 

1.382 


NA 

100 

1,025 


400 


12 
36 

24 
76 

NA 
NA 

NA 
44 

29 
20 

140 
21 

14 
29 

29 

NA 

-8 

41 
-8 

41 
NA 


230,404 

58 

8,480 
379 


33 
420 

5.536 
59 

1.883 
354 


1.073 
401 

823 
6.391 

1.000 
1.072 


1.050 

230 

172 


580 
_u 

615 

675 


NA 
-11 

64 
238 

0 
NA 

18 
0 

-47 
210 


-11 
0 

NA 
NA 


23 
14 


303 
3,356 

5 
11.850 

651 
136 


276 

1.222 

6 

465 


$725    $580    11%  $461 


3.729 
662 

1.044 
6 

1.394 
461 

2.088 
81 

1.023 
98 

205 


214 


11 

37 
19 


1.003 

25 

5.349 


$2,566 
205 


3.187 


16.419 


64,418 

909 

19.456 

2.682 
19.044 


136   19.044 


3.145 


$4,329 

47 
5.628 

4.905 


88   10.056 


1.422 
462 


$1,692       $13,097         0.63%      $67.0 


822  NA  3.35  313.9 

280  NA  1.86  66.1 

230,544  NA 

1,107  NA 


14,005 
1,030 


693 
175 


683' 
2,038 

11,765 

8,109' 

5,463 
2,047' 

452' 
3.189 


34,176 
NA 


11,300 

5184 


17,439' 
238 

500 
2.051 


NA 
14,540 

33,855' 
40,365 

12.876 
8,138' 


1.036* 
12.1341 


69.317 
325 


NA 
NA 

NA 
24,641 


3.35 
1.86 

20.07 

0.58 

0.02 

0.85 

0.10 
4.47 

3.35 
1.00 

0.71 

10.57 

0.07 

22.43 

0.18 

_5 

1.41 


1.346 
38,735 

4,734 
21.561 

21,561 
73 

3,775 
939 


96.825' 
NA 


3,168' 
67,258 


3.143 
211 

1,160 
216' 


9.984 
63.522 

63,522 
NA 


0.58 
2.95 


6,798 
5.217 


10,162 
NA 

3,420 
NA 


0.46 
0.02 

0.21 
0.13 

0.13 
17.94 

1.82 

9.65 

0.07 

3.50 

3.79 
29.64 


5.502' 
5,495 

2.638 
12.885 

7.399 
2.157 

4.210 
831' 

1.873 
1.648 


1.247 
18.711 


350 
1,367 

3.312 
1,884 
6.699 


NA 
32.841 

NA 
32,855 

25.166 
NA 

27,944 
9.855 

28,834 
45.178 

8.451 
25.939 


NA 
NA 

13.691' 
3.967' 
NA 


0.14 
0.22 

0.14 

_5 

0.86 
0.01 

6.68 

0.71 

0.09 

_5 

0.28 
0.79 

_5 

0.18 

0.17 
0.04 
0.89 


1.803.7 

17.2 

14.8 
70.6 

39.8 
1,106.3 

831.2 
23.7 

744.6 

926.7 
31.6 

2,080.2 
141.8 

0.8 

69.6 


2.81       2,074.8 


172.7 
146.2 


28.6 
23.3 

17.3 
67.8 

53.5 
2.237.4 

105.7 
1.818.7 


23.1 

94.2 

545.0 
620.7 


$2,638       $25,166         0.17%       $8.1 


8.1 
22  6 


2.1 
0.1 

40.0 
1.0 

742.4 
49.3 

6.2 

_9 

3.6 

81.0 

_9 

5.2 

16.8 
24.2 
14.2 


Rank  is  based  on  total  compensation  tor  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apt  14  stock  pnee  and  includes  all  classes  of  common  Compensation  percent  change  is  combined  salary  and  bonus. 
NA  Not  available   Annualized  salary    -Paid  to  date    3Four-year total    'Three-year  total.  5Less  than  O  OIH.  Annualized  bonus.  'Prior-year  data.  6New  CEO:  compensation  may  be  for  an- 
other executive  office    'Less  than  $100,000    "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus    ,2Salary  and 
bonus  is  paid  by  Sprint  Corp  for  services  rendered  to  FON  and  PCS 


262 


1      ORB 


Mjv  I?.  2000 


'OLU  bHlKis       i  will  :>niKi:>      Dmiminmii       loniKii      dh5cdall  LAri      ivvtMisnircis      hliukc  r-KAivits      fti\i 


•  II 


YOU'RE  INVESTING  TO  GET 

LOGO  VESTS,  YOU'D  THINK 

YOU  WERE  PAYING  FOR 

THE  ARMS. 


<M 


If  you're  like  most  big  businesses,  you're  spending  millions 
to  get  logo  merchandise.  Here's  how  to  control  costs. 

Let  MadeToOrder.com  build  a  customized,  end-to-end 
procurement  system  for  you  using  our  Custom  Account 
Partner  program.  Developed  specifically  for  Global  1000 
companies,  our  program  maximizes  your  buying  power 
by  aggregating  volume  across  your  organization. 

Then,  you  can  exercise  your  newfound  power 
in  our  e-commerce  marketplace.  Take  control 
using  cost-effective  purchasing  options — such 
as  corporate  portals,  "just-in-time"  and 
stocked  websites,  and  procurement 
^       through  leading  e-commerce 
Exchanges. 

We  also  offer  you  the  tools  you 
need  to  track,  analyze  and  control 
spending,  including  real-time  access 
to  management  reporting. 

\  The  net  effect?  You  can  reinvest 

I      the  money  you  save  to  further 
\      build  your  brand. 


See  what  else  is  up  our 
sleeve  at  MadeToOrder.com. 
Or  call  1-877-PICK-MTO 
(1-877-742-5686). 

i 

fejafaa 

TM 

1 

i  logo  merchant 

■i}H*s  rt*orvtd  Trie  MadoR/Viertorr  -  ,■  t  v>-  -  .    .      ■  \  MadeToOraV 

'. r  n^artcs  r  .  oi  iheir  respective  o-.v:. 


IKETS      KEY  TAGS      GOLF  BALLS      CALCULATORS      MUGS      PADFOLIOS      BAGS      STRFSS  RAl  I  <;      Pi  Am  ipc      r\  ori^c 


THE  TOP  80     CEQS 


Harvard  Rules 


THE  RECENT  STOCK  MARKET  DROP  NOTWITHSTANDING, 
an  M.B.A.  probably  doesn't  carry  the  same  weight  today 
that  it  did  before  the  Internet  revolution  began.  There  are 
still  .1  lot  of  Web  startups  willing  to  offer  a  fat  equity  stake  for 
the  right  undergraduate  resume.  But  the  value  of  an  M.B.A.  at 
one  institution  cannot  be  questioned:  Harvard. 

Of  the  800  chief  executives  included  in  our  compensation 
survey,  244  have  a  business  degree.  Of  these,  61,  or  one- 


You  don't  need  an  M.B.A.  to  become  a  chief 
executive.  But  a  certain  school  helps. 

fourth,  got  an  M.B.A.  from  Harvard.  In  part  this  explain 
why  Harvard's  B-school  delivers  the  highest  return  on  in 
vestment  for  graduates  (FORBES,  Feb.  7). 

Did  our  bosses  deliver  for  shareholders?  The  columi 
"total  return  %"  shows  the  average  annual  return  of  a  com 
pany's  stock  during  the  boss'  tenure,  or  since  the  compan 
went  public.  The  column  "total  return  relative  to  market 
compares  the  company's  total  return  with  the  S&P  500. 
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RAYMOND  WEIL 


GENEVE 


0 


BAILEY  BANKS  &BIDDLE 

ORLD  RENOWNED  JEWELERS  SINCE  1832 

1-800-651-4BBB 


« 


X 


Csarsijal 


Stainless  Steel 

Water  resistant 

Unique  folding  clasp 


RAYMOND  WEIL 


GENEVE 


to 


neaf- 


to 


lis 


ten 


to-    tria^° 


ce 


*  BAILEY  RANKS  &BIIMLE 

WORLD  RENOWNED  JEWELERS  M\U   1832 
L-800-651-4BBB 


axo 

Stainless  Steel  and 
18K  Gold  Plated 
Water  resistant 
Expansion  clasp 


Contact  us  at:  www.raymond-weil.com 

m 


rflMPANY/HHIFF  FXFHL1TIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN     EDUCAT 

Rank 

With 

As 

% 

Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

to  mitt 

Abbott  Laboratories/Miles  0  White 

250 

45 

15 

1 

-18 

69 

Stanford  U,  BS  78 

MBA '80 

Abgenix  R  Scott  Greer 

Adams  Res  &  Energy/K  S  Adams  Jr 

250 
242 

41 

4 

4 

371 

1,303 

Whitman  C,  BA 

Harvard,  MBA 

77 

53 

53 

10 

53 

Adaptec/Robert  N  Stephens 

232 

54 

4 

1 

81 

227 

San  Jose  State  U.  MBA 

ADC  Telecom/William  J  Cadogan 

260 

52 

13 

9 

51 

767 

Northeastern  U,  BSEE  71 

U  of  Penn-Wharton,  MBA  '84 

Adelphia  Communication/John  J  Rigas 

Adobe  Systems/John  E  Warnock1 
Advanced  Fibre  Commun/John  A  Schofield 

Advanced  Micro/Waller  J  Sanders  III1 

242 
234 

76 

14 

14 

13 

65 

Rensselaer,  BS  '50 

59 
51 

18 

1 

18 

1 

27 
316 

211 
414 

UofUtah,BS'61 

NSW  Inst  (Australia),  BS 



PhD '69 

260 
232 

63 

31 

31 

22 

149 

U  of  Illinois.  BSEE '58 

AES/DennisWBakke1 
Aether  Systems/David  S  Oros1 

54 
40 

19 
4 

6 
4 

35 
NA 

198 
NA 

U  of  Puget  Sound.  BA  '68 
U  of  Maryland,  BS '85 

Harvard,  MBA  70 

232 

Aetna/William  H  Donaldson 



Affymetrix/Stephen  P  A  Fodor1 

250 
250 

68 

_  2 

_2 

NA 

NA 

Yale,  BA '53 

Harvard,  M8A  '58 

46 

11 

3 

45 

162 

Washington  State,  BS  78 

Princeton,  PhD  '85 

Af lac/Daniel  P  Amos 

256 

48 

27 

10 

29 

240 

U  of  Georgia,  BS  73 

Air  Prods  &  Chems/Harold  A  Wagner 

232 

64 

37 

8 

5 

37 

Stanford  U.BSME '58 

Harvard,  MBA  '63 

AK  Steel  Holding/Richard  M  Wardrop  Jr 
Akamai  Technologies/George  H  Conrades 

250 
256 

54 

8 

5 

-4 

29 

Penn  State  U,  BS  '68 
Ohio  Wesleyan  U.  BS 

U  of  Chicago,  MBA 

60 

1 

1 

NA 

NA 

Albertson's/Gary  G  Michael 
Alcoa/Aiam  J  P  Belda 

240 

59 

34 

9 

8 

41 

U  of  Idaho,  BS  '62 

56 

31 

1 

NA 

NA 

UMacKenzie  (Brazil),  BA  '69 

Allegheny  Energy/Alan  J  Noia 
Allegiance  Telecom/Royce  J  Holland1 

240 
260 

53 

51 

31 

3 

4 

6 

58 
550 

U  of  Virginia,  BSEE  '69 
U  of  Texas  Austin.  BS  71 

Uof  Pennsylvania,  MS  75 

3 

188 

Allergan/David  Pyott 

Alliant  Energy/Erroll  B  Davis  Jr 

250 
240 

47 
55 

2 
22 

2 
10 

65 

217 

U  of  Edinburgh.  BS  75 

London  University,  MS  '80 
Uof  Chicago,  MBA '67 

10 

51 

Carnegie  Mellon  U,  BSEE  '65 

Allied  Waste  Inds/Thomas  H  Van  Weelden 
Allmerica  Financial/John  F  O'Brien 

45 

8 

3 

-32 

22 

256 

57 

11 

11 

17 

79 

Harvard,  AB  '65 

MBA '68 

Allstate/Edward  M  Liddy 
Alltel/Joe  T  Ford 

256 
260 

54 
62 

12 
41 

1 

13 

-37 

50 

Catholic  U  America,  BA '68 

George  Washington  U,  MBA  72 

18 

102 

U  of  Arkansas,  BS  '59 

Altera/Rodney  Smith 
Amazon.com/Jeffrey  P  Bezos1 

232 
256 

60 

17 

17 

49 

1,104 

Southampton  C,  BSEE  '63 

36 

6 

6 

197 

1,425 

Princeton,  BSEE  '86 

Ambac  Financial  Group/Phillip  8  Lassiter 
Amerada  Hess/John  B  Hess 

244 
242 

56 

9 

9 

20 

116 

NC  State  U,BS '64 

46 

23 

5 

5 

45 

Harvard,  BA  75 

MBA77 

Ameren/Charles  W  Mueller 

America  Online/Stephen  M  Case1 
American  Electric/E  Linn  Draper  Jr 

American  Express/Harvey  Golub 

240 

61 

41 

58 

39 

16 

8 

16 

6 

7 
7 

7 

4 

120 

5 

31 

39 

7,344 
39 

198 

St  Louis  U,  BSEE  '61 

Williams  CBA '80 
RiceU.  BA'64 

NYU.BS'61 

MBA '66 
Cornell,  PhD  70 

^B- J-  "B 

240 
244 

61 

American  Finl  Group/Carl  H  Lindner 
American  General/Robert  M  Devlin 

256 
256 

81 

17 

13 

4 

30 

59 

23 

4 

14 

78 

TulaneU,  BA'64 

American  Home  Prod/John  R  Stafford 
American  Intl  Group/Maurice  R  Greenberg 

250 
256 

62 

30 

13 

19 

117 

Dickinson  CBA '59 
U  of  Miami.  BA '48 

George  Washington  U.LLB '62 
NY  Law  School,  LLB '50 

75 

39 

33 

24 

177 

American  Natl  Ins/Robert  L  Moody 

Amer  Power  Conversion/Rodger  B  Dowdell  Jr 

256 
232 

64 

18 

9 

10 

51 

Uof  Rhode  Island,  MSEE  75 

51 

15 

15 

50 

1,125 

Brown.  BSEE  71 

American  Standard/Frederic  M  Poses 

American  Tower/Steven  B  Dodge1 
American  Water  Works/J  James  Barr 

AmeriSource  Health/R  David  Yost 

220 
260 

58 

_  2 

_  2 

NA 

NA 

NYU 

54 
58 

12 
39 

12 
3 

52 
2 

-6 

183 
70 

49 

Yale.  BA '67 

US  Air  Force,  BS  '69 

UCLA,  MBA  70 

240 
250 

53 

26 

3 

AmerUs  Life/Roger  K  Brooks 

256 

62 

41 

32 

2 

58 

U  of  Iowa,  BS  59 

Ames  Oept  Stores/Joseph  R  Ertore 

250 

61 

6 

6 

38 

201 

St  Peter's  C  BBA  '61 

AMFM/ThomasO  Hicks 
Amgen/Kevin  W  Sharer 

242 

250 

54 

4 

2 

12 

102 

U  of  Texas  Austin,  BBA '68 

U  of  S  Carolina.  MBA  70 

51 

8 

_  2 

NA 

NA 

US  Naval  Acad.  BS 

MBA 

Amkor  Technology/James  J  Kim1 

232 

65 

32 

32 

89 

279 

Total  return  is  based  on  Apr.  14  stock  price.  Return  covers  the  tenure  of  the  executive  or  ten-year  period  for  individuals  in  office  longer  than  ten  years.  Relative  to  market  is  the  ending 
value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Company  founder.  2New  CEO;  less  than  six  months'  service. 
NA:  Not  available  or  not  applicable.  Source:  Interactive  Data  Corp  via  FactSet  Research  Systems. 


For  more  data  on  all  of  the  Forbes  500s  chief  executives,  go  to  www.forbes.com/ceo2000. 
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THF  TOP  SO      HEPS 


COMPAMY/HHIFF  FXFHIITIVE 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

With 

As 

%    Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

tomkt 

AMR/Donald  J  Carty 

262 

53 

21 

2 

-3         76 

Queens  U,  BA  '68 

Harvard,  MBA  71 

Amsouth  Bancorp/C  Dowd  Ritter 
Analog  Oevices/Jerald  G  Fishman 

225 
232 

52 

31 

4 

8         59 
67       286 

Birmingham-Southern  C,  BA  '69 
CUNY  City,  BSEE '67 

Boston  U,  MBA  72 

54 

29 

4 

Anheuser-Busch  Cos/August  A  Busch  III 
Aon/Patrick  G  Ryan 

248 
256 

62 

43 

25 

16         86 

Northwestern  U,  BS  '59 

63 

36 

18 

12         64 

Apache/Raymond  Plank1 
Apple  Computer/Steven  P  Jobs1 

242 
232 

78 

46 

21 

13         69 

Yale.  BA '44 

46 

25 

3 

84       319 

Applied  Materials/James  C  Morgan 
Applied  Micro  Circuits/David  M  Rickey 

232 

61 

24 
4 

23 

4 

58     1,883 
281     1,651 

Cornell,  BS  '62 
Columbia,  BS 

MBA  '63 
Stanford  U,  MS 

44 

Archer  Daniels/G  Allen  Andreas 
Ariba/Keith  J  Krach' 

248 
256 

56 
42 

27 
4 

3 

-11         38 

Valparaiso  U,  BA  65 
Purdue  U,BS  79 

JD'68 
Harvard,  MBA  '82 

4 

NA         NA 

Armstrong  World  Ind/George  A  Lorch 
Arrow  Electronics/Stephen  P  Kaufman 

236 
232 

58 

37 

7 

-8         16 

Virginia  Polytech,  BS  '63 

58 

18 

14 

26       205 

MIT,  BS  '63 

Harvard.  MBA '65 

Art  Technology  Group/ Jeet  Singh1 

256 

36 

9 

9 

NA         NA 

MIT,  BS  85 

Ashland/Paul  W  Chellgren 

232 

57 

26 

4 

-2         45 

U  of  Kentucky.  BS  '64 

Harvard.  MBA  '66 

Associated  Banc-Corp/Robert  C  Gallagher 
Associates  First  Cap/Keith  W  Hughes 

225 
244 

61 

20 

_2 

NA         NA 

Loyola  U  (ID,  BS '62 

53 

19 

5 

5         53 

Miami  U  Ohio,  BA  '68 

MBA  70 

Astoria  Financial/George  L  Engelke  Jr 
At  Home/George  Bell 

225 
256 

61 

29 

11 

11         57 

Lehigh  U,  BS  '60 

43 

4 

1 

NA         NA 

Harvard,  BA  '80 



AT&T/C  Michael  Armstrong 

AT&T  Liberty  Media/Robert  R  Bennett 

260 
242 

61 
42 

3 
13 

3 

21       105 

Miami  U  Ohio,  BS  '61 
Denison  U,  BA  80 

Columbia.  MBA '82 

3 

NA         NA 

Atlantic  Richfield/Mike  R  Bowlin 

242 

57 

31 

6 

13         60 

U  of  North  Texas,  BBA '65 

MBA '67 

Atmel/George  Perlegos1 

232 

50 

15 

15 

42       536 

San  Jose  State  U,  BSEE  72 

Stanford  U,  MS  74 

Autoliv/Lars  Westerberg 
Automatic  Data/Arthur  F  Weinbach 

236 
228 

51 

1 

1 

-29         61 

Royal  Tech  (Stockholm),  MS 

57 

20 

4 

26       106 

U  of  Pennsylvania.  BS  '65 

MS '66 

AutoNation/Michael  J  Jackson 

258 

51 

1 

1 

NA         NA 

St  Joseph's  U  (PA),  BS  71 

AutoZone/Johnston  C  Adams  Jr 

258 

52 

6 

3 

3         56 

U  of  Virginia,  BA  70 

Avanex/Walter  Alessandrini 

260 

53 

1 

1 

NA         NA 

U  of  Genoa,  PhD  72 

Avery  Dennison  Philip  M  Neal 

228 

59 

26 

2 

10          97 

Pomona  C.  BA  '64 

Stanford  U.  MBA '66 

Avis  Group  Holdings/A  Barry  Rand 
Avista/Thomas  M  Matthews 

56 

1 

1 

NA         NA 

American  U,  BA 

Stanford  U.  MBA 

240 

56 

2 

2 

27        127 

Texas  A&M.BSCE '65 

Avnet/Roy  Vallee 

232 

47 

23 

2 

9          96 

Avon  Products/Andrea  Jung 
AVX  Benedict  P  Rosen 

252 

41 

64 

6 
28 

1 

7 

NA         NA 
23        100 

Princeton,  BA  79 
MIT.  BSEE  '58 

F>J  ^ 

AXA  Financial/Edward  0  Miller 

244 

59 

3 

3 

25        119 

Pace  U.  BBA '68 

Baker  Hughes/ Joseph  B  Foster3 

Ball/George  A  Sissel 

Banco  Santander  PR  Juan  Arenado 

BancorpSouth,  Aubrey  B  Patterson 

242 
250 

65 

_  2 

_  2 

NA         NA 

63 
NA 

57 

30 
NA 

28 

6 

_2 

6          41 
NA         NA 

U  of  Colorado,  BSEE  '58 

Uof  Minnesota,  JO  '66 
Michigan  State  U,  MBA  '69 

225 
225 

8 

16          90 

U  of  Mississippi.  BBA  '64 

BancWest/WalierADodsJr 

225 

58 

31 

11 

9          49 

U  of  Hawaii.  BBA  67 

Bank  of  America/Hugh  L  McColl  Jr 

225 

64 

41 

17 

14          74 

U  of  North  Carolina.  BS  '57 

Bank  of  New  York/Thomas  A  Renyi 

Bank  One/James  Dimon 

Bank  United/Barry  C  Burkholder 

225 
225 

54 

29 

3 

25        117 

Rutgers.  BA  '67 

MBA  68 

44 
60 

_  i 

9 

_2 

9 

NA          NA 
10          65 

Tufts  U.BA  78 
DrexelU.BS'62 

Harvard,  MBA '82 
MBA  70 

F  \  \-  M 

Barnes  &  Noble/Leonard  Riggio 

258 

59 

35 

35 

4          37 

Bausch  &  tomb  William  M  Carpenter 

250 

47 

5 

3 

17          86 

Dartmouth.  BA  74 

Northwestern  U,  MA  77 
Northwestern  U.  MBA  79 

Baxter  International/Harry  M  Jansen  Kraemer  Jr 

250 

45 

IB 

1 

-5         83 

Lawrence  U  Wis,  BS  77 

Bay  View  Capital  Edward  H  Sondker 
8B&T  John  A  Allison  IV 

225 
225 

52 

5 

5 

-8         25 

51 

29 

11 

18        106 

U  of  North  Carolina,  BBA  71 

Duke  U.  MBA  74 

BEA  Systems/William  T  Coleman  III1 

234 

52 

5 

5 

165       983 

Air  Force  Tech.  BS 

Stanford  U,  MS 

Total  return  is  based  on  Apr  14  stock  price.  Return  c 
i  $100  invested  in  the  stock,  divided  by  the  e 
NA  Not  available  or  not  applicable. 

overs  th< 
nding  val 

•  tenure  of 
ue  of  $1  inv 

he  executive  or  ten 
ested  in  the  market 

year  period  for  indiv 
'Company  founder. 

'iduals  in  office  longer  than  ten  years.  Relative  to  market  is  the  ending 
2New  CEO;  less  than  six  months'  service.  ^Acting  CEO. 
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"This  one-year-old's 
ready  to  go." 


"With  the  birth  of  the  Euro,  everyone 
anted  Europe  to  take  off  like  a  rocket.  But 
ailding  a  new  economy's  infrastructure  doesn't 
ippen  overnight. 

"Now,  after  a  year,  the  Euro  appears  ready 
i  make  a  run.  And  if  it  does,  it  could  bring  the 
jropean  stock  market  right  along  with  it." 

Dr.  Bob  Froehlich,  Vice  Chairman,  Global  Strategist 
Kemper  Funds  Group* 


Kemper 
New  Europe  Fund 

KNEAX  (as  of  3/31/00) 

Past  performance  is  no 
guarantee  of  future  results. 


57.04%    31.60%    16.11% 


Talk  to  your  financial  representative  about  the 
long-term  thinking  behind  every  Kemper  fund. 
And  visit  us  at  www.kemper.com  for  detailed 
market  commentaries  written  by  Bob  Froehlich. 

1-800-KEMPER1 


Mk  KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world"* 


lere  are  special  risk  considerations  associated  with  international  investing,  including  fluctuating  exchange  rates,  government 
mutations,  and  differences  in  liquidity,  which  may  affect  the  volatility  of  the  fund. 

ie  opinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  3/00  and  may  not  actually  come  to  pass.  This  information  is  subject  to 
hange  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  security. 

hjusted  average  annual  total  returns  as  of  3/31/00.  Investment  returns  and  principal  value  will  fluctuate,  so  shares,  when  redeemed,  may 
n  worth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of  3/31/00  include  the  maximum  sales  charge  of  5.75% 
r  Class  A  shares.  The  returns  measure  net  investment  income  and  capital  gain  or  loss  from  portfolio  investments  assuming  reinvestment 
L  dividends.  Different  classes  of  shares  are  offered,  and  their  performance  will  vary  because  of  differences  in  loads  and  fees  paid  by 
■  >areholders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent  performance  may  be  less  than  shown. 

lie  fund  commenced  operations  on  February  16,  1990,  as  a  closed-end  fund.  The  fund  converted  from  a  closed-end  fund  to  an  open-end 
|nd  on  September  3,  1999,  and  its  shares  were  then  exchanged  for  Class  M  shares.  The  fund  also  began  offering  Class  A,  B,  and  C  shares 
i  September  3,  1999.  M  shares  will  convert  to  A  shares  on  September  3,  2000.  Returns  for  Class  A  shares  prior  to  their  inception  date  of 
sptember  3, 1999,  are  derived  from  the  historical  performance  of  Class  M  shares,  adjusted  to  reflect  the  maximum  sales  charge  of  5.75% 
'  Class  A  shares. 

ill  the  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read 
carefully  before  you  invest  or  send  money. 

Business  Unit  of  Scudder  Kemper  Investments,  Inc. 

2000  Kemper  Distributors,  Inc.  1108940B  (5/15/00) 


THE  TOP  80     CEOS 


COMPANY/HHIFF  FXFHUTIVE 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 
page 

With 

company 

As 
CEO 

% 

Relative 
tomkt 

Undergraduate 

Graduate 

Bear  Stearns  Cos/James  E  Cayne 
Becton  Dickinson/Edward  J  Ludwig 

Bell  Atlantic/Ivan  G  Seidenberg 
BellSouth/F  Duane  Ackerman 

244 
250 

260 
260 

250 
256 

66 
48 

31 

21 

7 

_  2 

17 
NA 

83 
NA 

Col  of  the  Holy  Cross,  BA  73 

Columbia,  MBA  75 

PaceU,  MBA '80 
MIT,  MS  78 

53 
57 

31 
36 

5 
3 

23 
34 

93 
137 

CUNY  City,  BS  72 
Rollins  CBS '64 

Bergen  Brunswig/Robert  E  Martini3 
Berkshire  Hathaway/Warren  E  Buffett 

Best  Buy/Richard  M  Schulze1 
Bestfoods/Charles  R  Shoemate 

Bethlehem  Steel/Duane  R  Dunham 
Bindley  Western  Inds/William  E  Bindley1 

Biogen/JamesL  Vincent 

BJ's  Wholesale  Club/John  J  Nugent 

Black  &  Decker/Nolan  D  Archibald 
H&R  Block/Frank  L  Salizzoni 

BMC  Software/Max  P  Watson  Jr 
Boeing/Philip  M  Condit 

Boise  Cascade/George  J  Harad 
BOK  Financial/Stanley  A  Lybarger 

Boston  Scientific/James  R  Tobin 
Bristol-Myers  Squibb/Charles  A  Heimbold  Jr 

Broadcom/Henry  T  Nicholas  III1 
BroadVision/Pehong  Chen1 

Broadwing/Richard  G  Ellenberger 
Brocade  Commun  Gregory  L  Reyes 

Brooke  Group/Bennett  S  LeBow1 
Brown-Forman  Owsley  Brown  II 

Brunswick/Peter  N  Larson 
Burlington  Santa  Fe  Robert  0  Krebs 

Burlington  Resources  Bobby  S  Shackouls 
Cabletron  Systems  Piyush  Patel 

Cablevision  Systems/James  L  Dolan 
Cadence  Design  H  Raymond  Bingham 

Calpine  Peiei  Cartwright1 
Campbell  Soup/David  W  Johnson3 

Capital  One  Financial/Richard  0  Fairbank 
Capitol  Federal  Finl  John  C  Dicus 

Cardinal  Health  Robert  D  Walter1 
Caremark  Rx/Edwin  M  Crawford 

Carolina  Power  I  It  William  Cavanaugh  III 
Caterpillar/Glen  A  Barton 

CBS  Mel  Karmazin 

CCB  Financial  Ernest  C  Roessler 

Cendant/Henry  R  Silverman1 
Centex/Laurence  E  Hirsch 

Central  &  So  West  ER  Brooks 
Centura  Banks/Cecil  W  Sewell  Jr 

CenturyTel/Glen  F  Post  III 
Champion  Intl  Richard  E  Olson 

Charter  Commun  Jcrald  L  Kent1 
Charter  One  Finl/Charles  John  Koch 

68 

69 

44 

35 

1 
30 

NA 
24 

NA 

166 

Ohio  State  U.BS '54 

U  of  Nebraska  Lincoln,  BS  '50 

Columbia,  MBA '51 

59 
60 

34 

38 

34 
10 

56 

13 

1,745 

69 

Western  Illinois  U,  BA  '62 

258 
248 

258 

U  of  Chicago,  MBA  72 

58 
59 

35 
33 

_  2 
33 

NA 

15 

NA 
84 

Western  Michigan  U,  BS  '64 
Purdue  U.BS '61 

DukeU.BSME  61 

Penn  State  U,  MS  '67 

250 

250 
258 

236 

60 

53 

15 
11 

1 
3 

20 

41 



113 
169 

U  of  Pennsylvania.  MBA  '63 

56 
61 

54 
58 

56 
50 

15 
4 

15 
35 

14 
4 

10 
4 

9 
9 

29 
-2 

49 
64 

265 
42 

43 

65 

Weber  State.  BS  68 
Penn  State  U.BSIE '60 

Louisiana  Tech  U.BBA '68 
UofCal-Berkeley.BSME'63 

Franklin  &  Marshall  C.BA  '65 
U  of  Kansas,  BA  72 

Harvard,  MBA  70 

George  Washington  U,  MBA  '64 

Princeton.  MAE  '65 

Harvard,  MBA  71 
MBA  73 

ivm 

234 
225 

250 
225 

29 
26 

6 
4 

6 
11 

55 
66 

40 
42 

48 
37 

1 
37 

9 

7 

1 
6 

9 

7 

-41 

30 

203 
159 

54 
160 

735 
1.739 

133 

NA 

Harvard.  BA  '66 
Villanova,  BA'54 

UCLA.  BSEE 
National  Taiwan  U,  BS 

St  Mary's  C.  BS  '84 

250 
250 

232 
256 

260 
232 

248 

248 

236 
262 

242 
232 

242 
234 

228 
248 

244 
225 

250 
250 

240 
228 

242 
225 

228 
236 

240 
225 

260 
250 

242 

225 

MBA '68 

U  of  Pennsylvania.  LLB  '60 

PhD 
Indiana  U,  MS 

3 
2 

1 
2 

41 
NA 

62 
57 

61 
58 

49 
44 

10 
32 

5 
34 

7 
2 

10 
7 

5 
13 

4 
1 

8 
14 

0 
9 

0 
NA 

46 
68 

33 

• 

42 

NA 

Drexel  U,  BS  '60 
Yale,  BA '64 

Stanford  U.  MBA '66 

Seton  Hall  U.  JD  72 
Harvard.  MBA  '66 

Oregon  State  U,  BS  '60 
Stanford  U.  BA  '64 

Mississippi  State.  BSCE  72 

U  of  Wis  Madison,  MS  '80 

45 
54 

70 
67 

49 
66 

13 

7 

16 
10 

12 
11 

5 
1 

16 

_2 

36 
NA 

87 

NA 

161 
NA 

446 
NA 

259 
93 

SUNY  New  Paltz,  BS  79 
Weber  State,  BS  70 

Princeton,  BS  '52 
U  of  Sydney.  BE '54 

Stanford  U.AB  72 
U  of  Kansas.  BS  55 

Harvard,  MBA  72 

Columbia,  MS  '53 
U  of  Chicago,  MBA  '58 

MBA  '81 

6 
11 

48 
-1 

54 
51 

61 
61 

56 
59 

29 
2 

8 
39 

19 
12 

29 
2 

4 

1 

1 
7 

24 
-27 

5 
-4 

45 
14 

177 
40 

57 

88 

144 
73 

Ohio  U.BS  '67 
Auburn  U.BS  71 

TulaneU,BSME'61 
U  of  Missouri,  BCE  '61 

PaceU 
Dartmouth.  BA  '62 

Harvard.  MBA  70 
MBA  '63 

59 
54 

62 
53 

47 
62 

10 
15 

39 
13 

24 
33 

10 
12 

9 

3 

8 
4 

23 
10 

5 
3 

18 
4 

149 

50 

33 
61 

97 
55 

Williams  C.BA '61 

U  of  Pennsylvania.  BS  '68 

Texas  Tech  U.  BSEE  61 

U  of  North  Carolina.  BA '69 

Louisiana  Tech  U.BS  74 
Knox  CAB  '59 

U  of  Pennsylvania,  JD  '64 
Villanova,  JD  71 

Rollins  C  MBA  71 

MBA  76 

Inst  Paper  Chem.  PhD  '67 

43 
54 

7 
24 

3 
12 

NA 
27 

NA 
215 

Washington  U.  BS  78 
Lehigh  U.BS  '68 

MBA  78 

Loyola  U  (IL),  MBA  71 

Total  roturn  is  based  on  Apr  14  stock  price.  Return  covers  the  tenure  of  the  executive  or  ten-year  period  for  individuals  in  office  longer  than  ten  years  Relative  to  market  is  the  ending] 
value  of  $100  invested  in  the  stock,  divided  by  the  endi  ig  value  of  $1  invested  in  the  market.  'Company  founder.    New  CEO;  less  than  six  months'  service     Acting  CEO. 
NA:  Noi  available  or  not  applicable. 
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AUTOMATING  THE  INFORMATION  AGE  • 


Manage  your  e-mess. 


Autonomy  ••" 


r 


Solutions  for  Automating 
-porate,  E- Commerce,  and 
New  Media  Portals 


There's  a  name  for  the  Web  pages,  emails,  and  documents  overwhelming  your  company:  e-mess,  And  buried  in  the  e-mess  is 
business-critical  information  -  the  currency  of  the  information  economy.  Fortunately,  there's  a  way  to  make  sense  of  it  all  -  automatically. 
It's  called  Autonomy*  The  only  solution  that  personalizes,  categorizes,  links,  and  delivers  the  gold  buried  in  your  e-mess,  No  more 
manual  tagging.  No  more  junk-laden  keyword  searches.  Just  critical  information  delivered  instantly  and  automatically.  Reduce 
costs,  optimize  efficiencies,  and  clean  up  your  e-mess.  Get  the  only  solution  that  automates  your  e-worid  -  Autonomy,  www.autonomy.com 
Manage  your  e-mess.  Call  1-877-243-9955  to  get  a  free  demo  CD  and  information  on  a  seminar  in  your  area. 
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[I  demand  constant  attention  J 


I       AM        TECHNOLOGY 


Technology  is  as  unpredictable  as  a  child.  You  can't  ignore  it-  it's  essential  to  the  survival  of  your  business, 
which  you  can't  ignore  either.  So  we  recommend  a  partnership.  With  us.  Comdisco.  We  have  30  years 
of  expertise.  And  you  have  a  business  to  run.  www.comdisco.com.  Delivering  the  promise  of  technology. 


COMDISCO 
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COMPANY/HHIFF  FXFHIITIVE 

CEO 

AGE 

TENURE 

TJUALMTJIRA 

EDUCATION 

Rank 

With 

As 

% 

Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

tomkt 

Chase  Manhattan/William  B  Harrison  Jr 

225 

56 

33 

1 

NA 

NA 

U  of  North  Carolina,  AB  '66 

Chevron/Oavid  O'Reilly 

242 

53 

32 

_2 

NA 

NA 

U  of  Dublin,  BSChE  '68 

Chiron/Sean  P  Lance 

250 

53 

2 

2 

44 

164 

Christian  Bros  CSA.BA  74 

MS '80 

CHS  Electronies/Claudio  Osorio1 
Chubb/Dean  R  O'Hare 

232 
256 

41 

57 

12 

37 

7 
12 

-30 

4 

U  Catolica  AB,  LLB  80 
NYU,  BS  '63 

Inst  Estudios  Superio.  MBA  '82 

13 

65 

Pace  U,  MBA '68 

Ciena/Patrick  H  Nettles 
Cigna/H  Edward  Hanway 

260 
256 

56 

6 

6 

31 

132 

Georgia  Tech,  BS  '64 

Cal  Tech,  PhD  70 

48 

22 

_  2 

NA 

NA 

Loyola  C(MD),BA  74 

WidenerU.MBA'84 

Cincinnati  Financial/John  J  Schiff  Jr 

256 

56 

32 

1 

5 

99 

Ohio  State  U,  BS  '65 

Cinergy/James  E  Rogers 

240 

52 

12 

4 

2 

45 

U  of  Kentucky,  BBA  70 

JD74 

Circuit  City  Stores-G/Richard  L  Sharp 
Cisco  Systems/John  T  Chambers 

260 
232 

53 

17 

14 

23 

160 
989 

West  Virginia  U.BS  71 

50 

9 

5 

94 

Indiana  U,  MBA  76 

CIT  Group/Albert  R  Gamper  Jr 
Citigroup/Sanford  1  Weill 

244 
256 

58 

38 

13 

-20 

38 

Rutgers,  BA  '66 

67 

14 

14 

35 

406 

Cornell,  BA  '55 

Citizens  Banking/Robert  J  Vitito 
Citizens  Utilities/Leonard  Tow 

225 

57 
72 

32 
10 

4 
10 

0 

11 

44 
58 

Michigan  State  U.  BBA  '65 
CUNY  Brooklyn.  BA '50 

B^  ! .  ■ 

Columbia,  PhD  '60 

Citrix  Systems/Mark  B  Templeton 

234 

47 

5 

1 

87 

199 

NC  State  U.BA  75 

Uof  Virginia,  MBA  78 

City  National/Russell  Goldsmith 

225 

50 

5 

5 

26 

113 

Harvard,  BS  71 

JD75 

Clear  Channel  Commun/L  Lowry  Mays1 
Clorox/G  Craig  Sullivan 

242 
252 

64 

28 

28 

60 

2,161 

Texas  A&M,  BS  '57 

Harvard,  MBA '62 

60 

29 

8 

17 

92 

Boston  C.  BS  '64 

CMGI/OavidSWetherell 

256 

45 

14 

14 

152 

9.580 

Ohio  Wesieyan  U.BA 

CMS  Energy/William  T  McCormick  Jr 

240 

55 

15 

15 

-1 

18 

Cornell,  BS  '66 

MIT,  PhD  '69 

CNF  Transportation/Gregory  L  Quesnel 

262 

51 

25 

2 

-11 

65 

U  of  Oregon,  BA  70 

U  of  Portland,  MBA  75 

Coastal  David  A  Arledge 
Coca-Cola/Douglas  N  Daft 

242 

55 
57 

20 
31 

5 

_  2 

28 
NA 

120 
NA 

U  of  Texas  Austin.  BA  65 
U  of  New  England.  BS '68 

LLB  '68 

240 

Uof  New  South  Wales,  BA  70 

Coca-Cola  Enterprises/Summerfield  K  Johnston  Jr3 

240 

67 

44 

-! 

NA 

NA 

Colgate-Palmolive/Reuben  Mark 

252 

61 

37 

16 

25 

191 

Middlebury  C.  BA '60 

Harvard,  MBA '63 

Colonial  BancGroup  Robert  E  Lowder 

225 

58 

19 

19 

21 

139 

Auburn  U.  BBA '64 

" 

Columbia  Energy  Group/Oliver  G  Richard  III 

242 

47 

5 

5 

27 

112 

Louisiana  State  U.  BA  74 

JD77 

Columbia/HCA  Thomas  F  Frist  Jr 
Comcast/Ralph  J  Roberts' 

Comdisco/Nicholas  K  Pontikes 

i^^B 

61 

80 

32 

38 

3 
37 

-12 
24 

47 
166 

VanderbiltU.BS'61 
Uof  Pennsylvania,  BS '41 

Washington  U.  MD  66 

244 
234 

35 

8 

1 

68 

173 

Comerica/Eugene  A  Miller 

225 

62 

45 

11 

20 

122 

Detroit  Tech,  BBA '64 

Commerce  Bancorp  Vernon  W  Hill  II 

225 

54 

27 

27 

25 

184 

Commerce  Bancshs/Oavid  W  Kemper 

Commerce  One  Mark  B  Hoffman 
Commercial  Federal  William  A  Fitzgerald 

Community  First  Bkshs  Mark  A  Anderson1 

225 

49 

53 
62 

22 

3 
45 

14 

3 
25 

17 

NA 
29 

96 

NA 
259 

Harvard.  BA  72 
Creighton  U,  BS  '59 

Stanford  U.  MBA  76 

■FJ 

225 
225 

43 

13 

-2 

NA 

NA 

Moorhead  State  U.  BS  78 

Col  of  St  Thomas,  MBA  '83 

Compaq  Computer/Michael  0  Capellas 

232 

45 

2 

1 

NA 

NA 

Kent  State  U,  BBA  76 

Compass  Bancsharcs  D  Paul  Jones  Jr 

225 

57 

22 

9 

19 

105 

Uof  Alabama.  BS '64 

NYU.JD'67 

Computer  Associates/Charles  B  Wang1 

234 

55 

24 

24 

29 

264 

CUNY  Queens.  BS  '67 

Computer  Sciences/Van  B  Honeycutt 

234 

55 

25 

5 

25 

104 

Franklin  U,  BBA  71 

Compuware  Peter  Karmanos  Jr1 
Comverse  Technology  Kobi  Alexander1 

234 

57 

27 

13 

20 

107 

47 

16 

13 

50 

1,181 

Hebrew  U  (Israel),  BA  77 

NYU,  MBA '80 

ConAgra/Bruce  Rohde 

246 

51 

4 

3 

-18 

40 

Creighton  U.  BS  70 

JD73 

Conectiv  Howard  E  Cosgrove 

^p^^ 

57 

34 

8 

3 

34 

Uof  Virginia,  BS '66 

U  of  Delaware.  MBA  70 

Conexant  Systcms/Dwight  W  Decker 

232 

49 

4 

2 

238 

443 

Conoco  Archie  W  Dunham 

242 

61 

34 

4 

-2 

76 

U  of  Oklahoma.  BS  '60 

MBA '66 

Conseco  Stephen  C  Hilbert' 
Consolidated  Edison/Eugene  R  McGrath 

256 
240 

54 

21 

21 

18 

107 

58 

37 

10 

11 

50 

Manhattan  C.BSME  63 

lona  C.  MBA  '80 

Consolidated  Stores/William  Kelley 

260 

54 

10 

10 

21 

134 

Uof  Wis  Madison.  BBA  '69 

Total  return  is  based  on  Apr  14  stock  price.  Return  covers  the  tenure 
'  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1 
liable  or  not  applicable. 


of  the  executive  or  ten-year  period  for  individuals  in  office  longer  than  ten  years  Relative  to  market  is  the  endin 
invested  in  the  market.    Company  founder.  'New  CEO:  less  than  six  months'  service.  3Acting  CEO. 
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WILMINGTON 

TRUST 

Recognizing  worth. 


There  Is  No  One  Like  You. 
Our  Successful  Wealth 
/lanagement  Strategies 
3egin  With  This  Insight. 


London 
New  York 
Palm  Beach 
Philadelphia 
Santa  Monica 
Las  Vegas 
Wilmington 


25  Old  Broad  Street,  44.17  1.877.062  7 

520  Madison  Avenue,  212.751.9500 

2000  PGA  Boulevard,  561.630.1477 

One  Liberty  Place,  610.520.1430 

100  Wilshire  Boulevard,  310.899.7000 

3773  Howard  Hughes  Parkway,  702.866.2200 

1100  North  Market  Street,  877.836.9206 
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COMPANY/nHIFF  FXECUTIVE 

CEO 

AGE 

TENURE 

TOTAL  RETURI 

EDUCATION 

Rank 
page 

With 
company 

As 
CEO 

°/o 

Relative 

tomkt 

Undergraduate 

Graduate 

Constellation  Energy/Christian  H  Poind 
Continental  Airlines/Gordon  M  Bethune 

Convergys/James  F  Orr 

Cooper  Industries/H  John  Riley  Jr 

Corning/Roger  G  Ackerman 
Costco  Wholesale/James  D  Sinegal1 

exter 

240 
262 

22B 
228 

260 
260 

244 

61 
58 

33 
6 

11 
38 

7 
6 

5 
5 

11 

35 

51 
1 

60 
162 

154 
41 

US  Naval  Acad,  BS '60 
Abilene  Christian  U,  BS  '66 

Loyola  U(IL).  MBA  75 
MS '62 

54 
59 

Syracuse  U,  BS  '61 

61 
64 

38 
15 

4 
12 

52 
30 

237 
160 

Rutgers,  BS  '60 

San  Diego  State  U,  BA  '59 

Countrywide  Credit/Angelo  R  Mozilo1 

61 
44 

31 
2 

2 

2 

-21 

18 

43 
109 

Fordham  U,  BS  '60 
Wabash  CBA  77 

Northwestern  U,  MBA  '96 
Harvard,  MBA  70 

UofPenn-Wharton.MBA'87 

Covad  Communications/Robert  Knowlir 

g  Jr 

256 

244 
232 

244 
256 

Cox  Communications/James  0  Robbins 
Cree/F  Neal  Hunter1 

Crestline  Capital/Bruce  D  Wardinski 
Critical  Path/Douglas  T  Hickey 

57 
38 

40 
45 

17 
13 

1 
2 

6 
6 

1 
2 

35 
66 

5 
-25 

153 
732 

95 
71 

U  of  Pennsylvania,  BA  '65 
NC  State  U.BSME '84 

U  of  Virginia,  BS '82 
Siena  CBSEC  77 

260 
250 

262 
225 

236 
260 

232 

Crown  Castle  Intl/Ted  B  Miller  Jr1 
Crown  Cork  &  Seal/William  J  Avery 

49 
59 

60 
54 

6 
41 

23 
29 

4 
11 

75 
0 

201 
19 

U  of  Texas  Austin,  BBA 
U  of  Chicago,  BS  '68 

Louisiana  State  U,  JD 
U  of  Virginia,  PhD  '65 
Harvard,  MBA  71 

CSX/John  W  Snow 

Cullen/Frost  Bankers/Richard  W  Evans  Jr 

Cummins  Engine/Theodore  M  Solso 
CVS/Thomas  M  Ryan 

11 

3 

5 

3 

33 
70 

U  of  Toledo,  BA '62 

U  of  Texas  Austin,  BBA '67 

DePauw  U,  BA  '69 

U  of  Rhode  Island.  BS  75 

53 
47 

29 

25 

_2 

2 

NA 
11 

NA 

99 

Cypress  Semiconductor  T  J  Rodgers1 

Dana/Joseph  Magliochefti 

Danaher/George  M  Sherman 
Darden  Restaurants/Joe  R  Lee 

Dean  Foods/Howard  M  Dean 
Deere  &  Co/Hans  W  Becherer 

52 
58 

58 
59 

62 
65 

18 
34 

10 

33 

45 
38 

18 
1 

10 
5 

13 
11 

22 
-22 

27 
13 

4 
8 

141 

68 

223 
65 

29 
43 

Dartmouth,  BSChE  70 
U  of  Illinois 

LIU,  BS  '63 

SHU,  BBA '60 

Trinity  College  CT,  BA  '57 

Stanford  U,  PhD  75 

U  of  Louisville,  MBA  71 

Northwestern  U,  MBA  '61 
Harvard,  MBA '62 

236 

228 
248 

248 
228 

248 
232 

236 
262 

228 
256 

256 
268 

225 

244 

248 
268 

240 

Delhaize  America/Bill  McCanless 
Dell  Computer/Michael  S  Dell' 

Delphi  Automotive  Sys/J  T  Battenberg  III 
Delta  Air  Lines/Leo  F  Mullm 

Deluxe/John  A  Blanchard  III 
Digex/Mark  Shull 

42 
35 

57 
57 

57 

44 

11 
16 

39 
3 

5 

1 

1 
16 

2 
3 

5 

1 

-26 
89 

-3 
5 

1 
NA 

71 
11,778 

87 
75 

36 
NA 

U  of  NC  Charlotte,  BS  '80 

GMI  Institute.  BS  '66 
Harvard,  AB  '64 

Princeton,  BA  '65 
Princeton,  BA 

Wake  Forest  U,  JD  '82 

Columbia,  MBA '69 
MBA '67 

MIT,  MS  78 
Stanford  U,  JD 

Digital  Island/Ruann  F  Ernst 
Dillard's/William  Oillard  II 

Dime  Bancorp/Lawrence  J  Toal 
Walt  Oltney/Michael  D  Eisner 

Dole  Food/David  H  Murdock 
Dollar  General/Cal  Turner  Jr 

53 
55 

62 
58 

77 
60 

2 
33 

9 
16 

18 

35 

2 
2 

3 
16 

15 
23 

NA 
-42 

5 
16 

-4 
43 

NA 
28 

60 
86 

13 
708 

Ohio  State  U,  BS  '68 
U of  Arkansas,  BA 

Dartmouth.  BA  '59 
Denison  U.  BA  '64 

Vanderbilt  U.  BBA  '62 

PhD  77 
Harvard,  MBA 

NYU,  MBA '68 

Dominion  Resources  Thos  E  Capps 

64 
56 

39 

57 

61 
57 

16 
3 

4 
35 

33 
37 

10 
3 

4 
6 

5 
9 

12 
-9 

179 
26 

15 
14 

57 
42 

671 
119 

74 
67 

U  of  North  Carolina.  BA  '58 
Princeton,  BA  '65 

U  of  Michigan.  BSEE  '86 
Western  Michigan  U,  BA  '64 

JD'65 

RR  Donnelley  &  Sons/William  L  Davis 

DoubleClick/Kevin  J  O'Connor 
Dover/Thomas  L  Reece 

244 

258 
228 

232 
244 

Dow  Chemical/William  S  Stavropoulos 
Dow  Jones/Peter  R  Kann 

Fordham  U.  BA  '61 
Harvard,  BA  '64 

U  of  Washington,  PhD '66 

Downey  Financial/Daniel  D  Rosenthal 
DPL/Allen  M  Hill 

DQE/David  D  Marshall 

DTE  Energy/Anthony  F  Earley  Jr 

du  Pont  de  Nemours/Charles  0  Holliday  Jr 
Duke  Energy/Richard  R  Priory 

47 
54 

48 
50 

52 
54 

25 
8 

15 
6 

30 
24 

1 
3 

4 
2 

2 
3 

-9 

18 

15 
-12 

74 
89 

77 
65 

U  of  Dayton,  BSEE '67 

Colby  CBA  75 

U  of  Notre  Dame,  BS  71 

UofTennKnoxville.BSIE  70 
WVaU  Technology.  BSCE '69 

MBA  72 

Dartmouth,  MBA  '80 
JO  79 

Princeton.  MSE  73 

K_i_i9 

2 
11 

73 
85 

246 

244 
242 

Dun  I  Bradstreet/Chtford  L  Alexander  Jr3 
Dynegy/Charles  L  Watson 

67 
50 

1 

15 

1 

15 

NA 
20 

NA 
96 

Harvard.  AB  '55 
Oklahoma  State  U.  BS  72 

Yale.  LLB  '58 

Total  return  is  based  on  Apr  14  stock  price.  Return  c 
value  of  $100  invested  in  the  stock,  divided  by  the  e 
NA:  Not  available  or  not  applicable. 
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Industry  leaders  know  that  successful  eBusiness  initiatives 
require  &  Ivfey/  crcun^ifeiilt  Gcuiuiiuatl^L  They  rely  on  us  to  grow  and 
manage  online  communities  that  drive  real-world  business  results. 

Our  experience  and  expertise  in  online  community  management  enables  our  clients  to  cement 
consumer  brand  loyalty,  reduce  customer  acquisition  costs  and  strengthen  partner  relationships. 
Come  to  www.participate.com  or  call  us  at  888-591-5061  and  let  us  harness  the  power  of 
online  communities  for  you. 


PARTICIPATE 

online  community  management 


COM 


©2000  Participate.com.  Inc.  All  rights  reserved. 
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COMPANY/HHIFF  FXFHIITIVF 

CEO 

AGE 
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1 
Graduate 

E-Tek  Dynamics/Michael  J  Fitzpatnck 
E'Trade  Group/Christos  M  Cotsakos 

E.piphany/Roger  SSiboni 

Eastman  Chemical/Earnest  W  Deavenport  Jr 

Eastman  Kodak/Daniel  A  Carp 
Eaton/Stephen  R  Hardis 

eBay/Margaret  C  Whitman 
EchoStar  Commun  'Charles  W  Ergen1 

Edison  International/John  E  Bryson 
AG  Edwards/Benjamin  F  Edwards  III 

Efficient  Networks/Mark  A  Floyd1 
El  Paso  Energy/William  A  Wise 

Electronic  Arts/Lawrence  F  Probst  III 
Electronic  Data  Sys.  Richard  H  Brown 

EMC/Michael  C  Ruettgers 
Emerson  Electric/Charles  F  Knight 

Emulex/Paul  F  Folino 

Energy  East/Wesley  W  von  Schack 

Engelhard  Orm  R  Smith 
Enron/Kenneth  L  Lay 

Entergy  J  Wayne  Leonard 
Entrust  Technologies/John  A  Ryan 

EOG  Resources/Mark  G  Papa 
Equifax/Thomas  F  Chapman 

Estee  Lauder  Cos/Fred  H  Langhammer 
Exodus  Commun  Ellen  M  Hancock 

Express  Scripts/Barrett  A  Toan 
Extreme  Networks/Gordon  L  Stiff 

Exxon  Mobil  Lee  R  Raymond 
Fannie  Mae/Franklin  D  Raines 

Federal-Mogul  Richard  A  Snell 
Federated  Oept  Strs/James  M  Zimmerman 

FedEx/Frederick  W  Smith' 

Fifth  Third  Bancorp/George  A  Schaelet  Jr 

Finisar  Jerry  S  Rawls 

Finova  Group  Matthew  M  Breyne 

First  Citizens  Bcshs  Lewis  R  Holding 
First  Data/Henry  C  Cliques 

First  Midwest  Bncp  Robert  P  0  Mcara 
First  Natl  Nebraska  Bruce  R  Launtzen 

First  Security/Spencer  F  Eccles 
First  Tennessee  Natl  Ralph  Horn 

262 
258 

234 
232 

252 
228 

51 

51 

3 
4 

3 
4 

232 

69 

438 
316 

Duke  U,  BA  70 
William  Paterson  C,  BA 

Pepperdine  U,  MBA 

MIT.  MS '85 

Rochester  Tech,  MBA 
Princeton.  MPA  '60 

45 
62 

2 
40 

2 
11 

NA 

3 

NA 
37 

U  of  Cal-Berkeley,  BS 
Mississippi  State.  BS  '60 

52 
64 

30 
21 

_2 

5 

NA 

10 

NA 
59 

Ohio  U.  B8A  70 
Cornell,  BA '56 

43 
47 

56 
68 

44 
54 

2 
20 

16 
44 

7 
30 

2 
20 

10 

34 

7 
10 

306 
86 

5 
19 

NA 
22 

666 

743 

29 
117 

NA 
129 

Princeton,  BA  77 

Stanford  U.  BA  '65 

Princeton,  BA  '53 

U  of  Texas  Austin,  BBA  78 
VanderbiltU.  BA  67 

Harvard,  MBA  79 
Yale,  JD  '69 

U  of  Colorado.  JD  70 

258 
244 

248 

244 

262 
242 

236 
236 

232 
228 

232 
248 

258 
242 

50 
52 

57 
64 

55 

56 

16 

1 

12 
27 

9 
1 

8 
27 

31 
20 

91 
13 

252 
114 

5.409 
69 

786 
105 

Ohio  U,  BS  '69 

Idaho  State.  BBA  64 
Cornell,  BME '58 

Central  Michigan  U.  BA  '68 
Fordham  U,  AB  '65 

i 
Harvard,  MBA '67 
MBA '59 

Seattle  U,  MBA  70 
Pace  U,  PhD  '90 

7 
4 

7 

4 

61 
26 

64 
58 

49 
43 

53 
56 

23 
16 

2 

3 

19 
10 

16 
16 

1 
3 

2 
2 

14 
30 

-18 
69 

74 
268 

69 
189 

Brown.  BA  '57 

U  of  Missouri,  BA  '64 

Ball  State  U,  BS  73 

Seton  Hall  U.  MBA  64 
Uof  Houston,  PhD  70 

Indiana  U.  MBA  '87 
U  of  Houston,  MBA  '81 

248 
258 

242 
228 

252 
258 

228 
232 

242 
244 

236 
268 

262 

225 

232 

41 
-11 

125 
53 

U  of  Pittsburgh,  BS  '68 
ClemsonU,  BA'65 

56 
57 

53 
44 

61 

51 

25 
2 

11 

4 

37 
9 

2 

8 
4 

7 
1 

NA 
370 

36 
6 

17 

-12 

NA 
1,937 

281 
104 

85 
76 

Col  of  New  Rochelle.  BA 

Kenyon  C.  BA  '69 
Santa  Clara  U.  BSEE  '80 

U  of  Wis  Madison.  BS  '60 
Harvard.  BA  71 

Fordham  U,  MA 

U  of  Penn-Wharton,  MPA  74 
Uof  Cal-Berkeley,  MBA '82 

U  of  Minnesota,  PhD  '63 
JO  76 

58 
56 

55 
54 

56 
42 

4 
35 

29 
29 

11 
13 

4 
3 

29 
10 

1 
_ . 

-12 
0 

10 
27 

NA 
NA 

32 
59 

52 
218 

NA 
NA 

Union  C.  BA 
Rice  U,  BA  '66 

Yale,  BA  '66 

US  Military  Acad.  BS '67 

Texas  Tech  U.BSME '67 
Northern  Illinois  U.  BBA  79 

U  of  Penn-Wharton.  MBA 

XavierU,MBA74 
Purdue  U.  MSIA  '68 

244 

225 
228 

225 
225 

225 
225 

225 

72 
56 

62 

56 

65 
59 

47 
13 

30 

33 

40 
37 

43 
11 

13 
3 

18 

6 

11 
17 

56 
88 

U  of  North  Carolina.  BS  50 
George  Washington  U.  BBA '65 

U  of  Notre  Dame,  BS '59 
Princeton,  AB  '65 

Uof  Utah.  BS '56 
Mississippi  State.  BS  '63 

Harvard.  MBA '52 
MBA '69 

Loyola  U  (ID.  JO  62 
Uof  Virginia,  MBA '67 

Columbia,  MA  '59 

11 
-20 

16 

14 

56 
31 

87 
64 

First  Union  G  Kennedy  Thompson 
First  Virginia  Banks  Barry  J  Fitzpatnck 

Firstar/Jerry  A  Grundhofer 
FirstEnergy  H  Peter  Burg 

FirstMerit  John  R  Cochran 
Fleet  Boston  Finl/Terrence  Murray 

Fleetwood  Enterprise/Glenn  F  Kummer 
Fleming  Cos/Mark  S  Hansen 

49 
60 

55 
53 

57 
60 

24 
31 

7 
32 

5 
38 

_j 

5 

7 
1 

5 
18 

NA 

14 

34 
NA 

11 
18 

NA 
61 

214 

NA 

56 
101 

U  of  North  Carolina.  BA 
U  of  Notre  Dame.  BBA  '62 

Loyola  Marymount  U,  BA  '67 

U  of  Akron.  BS '68 

U  of  Iowa,  BS  '66 
Harvard.  BA  62 

Wake  Forest  U,  MBA 
American  U.  MBA  72 

MBA  70 

225 

225 

246 

225 
225 

236 
248 

66 
45 

35 

1 

2 
1 

-32 
31 

28 
123 

Uof  Utah.  BA  61 

Roosevelt  U.  BA  76 

Rutgers.  MBA  79 

Total  return  is  based  on  Apr  14  stock  price.  Return  covers  the  tenure 
ol  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1 
IMA  Not  available  or  not  applicable 


of  the  executive  or  ten- 
invested  in  the  market. 


year  period  for  individuals  in  office  longer  than  ten  years.  Relative  to  market  is  the  ending 
Company  founder.  -New  CEO:  less  than  six  months'  service. 
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JUST    ANOTHER    THING    WE    WORK    HARD    TO    MAKE    BETTER 


i  * 


fi 


% 


'•v 


a  v  m  i  )a 


BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  AT  BASF,  THE  KEY  TO 
SUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
GLOBAL.. IN  CHEMICALS,  HEALTH  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE  NOT  ONLY 
POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL  OF 
WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 


thftopSo    CEOS 


COMPANY/HHIFF  FXFmiTIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURI 

EDUCATION 

Rank 

With 

As 

% 

Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

tomkt 

Florida  Progress/Richard  Korpan 

240 

58 

11 

3 

25 

114 

Northwestern  U.  BSBA  '64 

U  of  Denver,  JD '67 

Flowers  Industries/Amos  R  McMullian 

248 
236 

62 

37 

19 

10 
-21 

54 
54 

Florida  State.  BS  '62 
Loyola  U  (LA).  BS '58 

Tulane  U,  MS  '61 

Fluor/Philip  J  Carroll 

62 

2 

2 

FMC/Robert  N  Burt 

232 

62 

27 

9 

1 

27 

Princeton,  BS  '59 

Harvard,  MBA  '64 

Ford  Motor/Jacques  Nasser 

236 

52 

32 

1 

-7 

81 

Royal  Melbourne  Tech  70 

Forest  Labs/Howard  Solomon 
Fort  James/Miles  L  Marsh 

250 
252 

72 

23 

23 

23 

155 

CUNY  City.  BA '49 

Yale,  JD '52 

52 

5 

5 

-6 

30 

U  of  Cape  Town,  BS  70 

Northwestern  U,  PhD  76 

Fortune  Brands/Norman  H  Wesley 

252 

50 

16 

_2 

NA 

NA 

UofUtah,BA72 

MBA  73 

Foster  Wheeler/Richard  J  Swift 

55 

28 

6 

-25 

5 

US  Military  Acad.  BS  '66 

Fairleigh  Dickinson  U,  MBA  76 

Foundation  Health  Sys/Jay  M  Gellert 
Foundry  Networks/Bobby  R  Johnson  Jr1 

252 
262 

46 
43 

4 
4 

2 

4 

-38 

35 

Stanford  U.BA  77 
NC  State  U.BS  77 

NA 

NA 

Fox  Entertainment/K  Rupert  Murdoch 
FPL  Group/James  L  Broadhead 

244 
240 

69 

47 

21 

-1 

81 

64 

11 

11 

9 

48 

Cornell.  BSME '58 

Columbia,  JD '63 

Franklin  Resources/Charles  B  Johnson 

244 

67 

43 

29 

20 

120 

Yale,  BA  '54 

Freddie  Mac/Leland  C  Brendsel 
FreeMarkets/Glen  T  Meakem1 

Fremont  General/James  A  Mcintyre 

244 

58 
36 

67 

18 
5 

37 

13 
5 

28 

25 
NA 

9 

191 
NA 

46 

U  of  Colorado.  BS '67 
Harvard.  BA 

USC.BS'54 

Northwestern  U,  PhD  73 
MBA 

258 
256 

Fulton  Financial/Rufus  A  Fulton  Jr 
Galileo  Intl/ James  £  Barlett 

226 
228 

59 

34 

7 

16 

80 

Franklin  &  Marshall  C,  BA  '66 

56 

6 

6 

-12 

47 

U  of  Akron,  BS  '67 

MBA  71 

Gannett/John  J  Curley 

244 

61 

30 

14 

15 

82 

Dickinson  C.BA '60 

Columbia,  MS '63 

Gap/Millard  Drexler 

260 

55 

16 

5 

55 

279 

SUNY  Buffalo,  BS '66 

Boston  U.  MBA  '68 

Gateway/Jeffrey  Weitzen 

232 

43 

2 

_2 

NA 

NA 

Wesleyan  U.  BA 

U  of  Chicago.  MBA 

GATX/Ronald  H  Zech 

244 

56 

22 

4 

13 

71 

Valparaiso  U,  BSEE  '65 

U  of  Wis  Madison.  MBA '67 

Genentech/Arthur  D  Levinson 
General  Dynamics/Nicholas  D  Chabraja 

252 
225 

50 

20 

5 

NA 

NA 

U  of  Washington,  BS  72 

Princeton,  PhD  77 

57 

7 

3 

14 

87 

Northwestern  U,  BA  '64 

JD'67 

General  Electric/John  F  Welch  Jr 

228 

64 

40 

19 

27 

223 

U  of  Massachusetts.  BS  '57 

U  of  Illinois,  PhD '60 

General  Mills/Stephen  W  Sanger 

248 

54 

26 

5 

11 

60 

OePauw  U.  BA  68 

U  of  Michigan.  MBA  70 

General  Motors/John  F  Smith  Jr 
Genuine  Parts/Larry  L  Prince 

236 
236 

62 
61 

39 
42 

8 
10 

20 

106 

U  of  Massachusetts.  BBA '60 

Boston  U.  MBA  '65 

7 

38 

Gcnzyme-General  Hcnn  A  Termeer 
Georgia-Pacific/Alston  D  Correll 

252 
258 

54 

17 

14 

18 

109 

U  of  Rotterdam 

U  of  Virginia.  MBA  73 

59 

12 

7 

9 

52 

U  of  Georgia.  BS  '63 

U  of  Maine,  MS  '67 

Georgia-Pacific  Timber/Donald  L  Glass 

250 

51 

28 

2 

0 

69 

West  Virginia  U,  BS  70 

Gillette/Michael  C  Hawley 

252 

62 

39 

1 

NA 

NA 

Boston  C.  BS  60 

Global  TeleSystems/H  Brian  Thompson 

262 

61 

1 

1 

-50 

45 

U  of  Massachusetts.  BS  '60 

Harvard,  MBA  '68 

GlobeSpan/  Armando  Geday 

234 

38 

3 

3 

NA 

NA 

Florida  Tech.  BS  '86 

Golden  State  Bancorp/Gerald  J  Ford 

Golden  West  Finl/Manon  0  Sandler 
Goldman  Sachs  Group/Henry  M  Paulson  Jr 

226 
226 

55 

11 

11 

9 

52 

SMU,  BS  '66 

JD'69 

69 
53 

37 
9 

37 
2 

14 
NA 

76 
NA 

Wellesley  C.  BA  '52 

NYU.  MBA  '58 

244 

BF  Goodrich/David  L  Burner 

225 

61 

17 

3 

-8 

40 

Ohio  U.  BS  '62 

Goodyear/ Samir  G  Gibara 

236 

61 

36 

4 

-9 

28 

Cairo  U.  BBA  '60 

Harvard.  MBA '64 

GPU/Fred  D  Hater 

240 

59 

38 

3 

2 

60 

WW  Grainger/Richard  L  Keyser 
Great  A&P  Tea/Christian  W  E  Haub 

228 

57 

14 

5 

9 

52 

US  Naval  Acad.  BS  '64 

Harvard.  MBA  71 

35 

6 

3 

-7 

42 

U  of  Econ  (Austria)   '87 

'89 

GreenPomt  Financial/Thomas  S  Johnson 

226 

59 

7 

7 

13 

68 

Trinity  College  CT.  AB  '62 

Harvard.  MBA  '64 

GTE/Charles  R  Lee 

262 

60 

17 

8 

16 

81 

Cornell.  BA  '62 

Harvard.  MBA '64 

Guidant/Ronald  W  Dollens 

252 

53 

28 

12 

66 

456 

Purdue  U.  BS  70 

Indiana  U.  MBA  72 

Halliburton/Richard  B  Cheney 

242 

59 

5 

5 

17 

83 

U  of  Wyoming.  BA '65 

MA '66 

Hannaford  Bros/Hugh  G  Famngton 
Harley  Davidson  Jettiey  L  Bleusteln 

248 
248 

55 

32 

8 

17 

92 

Dartmouth.  BA  '67 

U  of  New  Hampshire,  MA  '68 

60 

25 

3 

52 

204 

Cornell.  BS 

Columbia.  PhD 

Harrah's  Entertain  Philip  G  Satre 

244 

51 

20 

6 

-5 

22 

Stanford  U.BA  71 

UofCal-Davis.  JD75 

Total  return  is  based  on  Apr  14  stock  price  Return  cov 
SlOO  invested  in  the  stock,  divided  by  the  ending  valu 
NA  Not  available  or  not  applicable. 

ers  the  t« 

:  of  $1  inv 

nure  of  the 
ested  in  the 

executive  or  ten-yea 
market.  'Company  I 

r  period  f 
ounder.  ' 

or  individua 
New  CEO;  1 

s  in  office  longer  than  ten  years.  Relative  to  market  is  the  ending  value  of 
:ss  than  six  months'  service.  'Office  jointly  held  with  Herbert  M  Sandler. 
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PW  IS  YOUR  COMPANY  INCREASING  PROFITS? 

her  than  nickel-and-dime  their  employees,  manufacturers  have  significantly  cut  costs  and  increased 
fits  using  SupplierMarket.com,  a  leading  online  business-to-business  marketplace  for  manufactured 
•ducts.  It  is  where  buyers  find  suppliers,  suppliers  bid  for  new  business,  and  employees  save  their 
pnge  for  soda.  All  you  need  is  a  Web  browser,  and  the  desire  to  stay  ahead  of  the  competition. 


pie  buy  parts.  People  sell  parts.  This  is  where  they  meet. 


SupplierMarket.cam 


THE  TOP  80     HEPS 


COMPANY/HHIFF  FXFPIITIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 
page 

With 
company 

As 
CEO 

% 

Relative 
tomkt 

Undergraduate 

Graduate 

Hartford  Finl  Service/Ramani  Ayer 
Hasbro/Alan  G  Hassenfeld 

Hawaiian  Electric/Robert  F  Clarke 
Healtheon/WebMD/Jeffrey  T  Arnold1 

HealthSouth/R, chard  M  Scrushy1 
HJ  Heinz/William  R  Johnson 

Heller  Financial/Richard  J  Almeida 
Hercules/Vincent  J  Corbo 

Hershey  Foods/Kenneth  L  Wolfe 
Hewlett-Packard/Carleton  S  Fiorina 

Hibernia/Stephen  A  Hansel 
Hilton  Hotels/Stephen  F  Bollenbach 

Hispanic  Broadcasting/McHenry  T  Tichenor  Jr 
Hollinger  Intl/Conrad  M  Black 

Home  Depot/Arthur  M  Blank1 
Honeywell/Michael  R  Bonsignore 

256 
252 

240 
258 

252 
248 

244 

52 
51 

27 
30 

3 
11 

8 
12 

71 
60 

Indian  Tech,  BS  '69 

U  of  Pennsylvania,  BA  '70 

U  of  Cal-Berkeley,  BA'65 

U  of  Alabama,  BS  74 
UCLA.  BA  71 

Drexel  U.  PhD  73 
MBA '66 

Uof  Texas  Austin.  MBA  74 

58 

30 

47 
51 

13 

6 

16 

18 

9 

6 

16 

2 

7 

-37 

7 
-15 

37 

53 

38 
59 

58 

57 

61 
45 

52 
57 

13 

31 

33 
1 

8 
4 

5 

1 

6 
1 

8 
4 

-14 
NA 

60 
NA 

George  Washington  U.  BA  '63 
Manhattan  C,  BChE  '65 

Yale,  BA  '61 
Stanford  U,  BA 

WesleyanU.BA'69 
UCLA.  BS  '65 

Syracuse  U.MPA '65 
Princeton,  PhD  '69 

U  of  Penn-Wharton,  MBA  '67 
U  of  Maryland,  MBA 

Uof  Virginia,  MBA  71 
Cal  St  Los  Angeles,  MBA  '68 

232 

248 
234 

226 

13 
NA 

14 
-11 

66 
NA 

74 
26 

244 

244 
244 

260 
225 

248 
236 

244 

44 
55 

19 
14 

3 
9 

54 
-2 

221 
26 

CarletonU  (Canada).  BA'65 

Babson  C.  BS  '64 

US  Naval  Acad,  BSEE  '63 

Hamilton  CAB '65 
Westminster  C.BA  70 

McGtll,  MA'73 

Harvard,  MBA '67 
Western  Illinois  U,  MBA  75 

57 
59 

56 
51 

22 
31 

9 

17 

3 

7 

63 
20 

246 
101 

Hormel  Foods/Joel  W  Johnson 
OR  Horton/Donald  J  Tomnitz 

Household  Intl/William  F  Aldinger  III 
Hudson  City  Bancorp/Leonard  S  Gudelski 

Hudson  United  Bancorp/Kenneth  T  Neilson 
Human  Genome  Sciences/William  A  Haseltine1 

Humana/Michael  B  McCallister 
Huntington  Bancshs/Frank  Wobst 

7 
2 

8 
-20 

50 

60 

52 

65 

51 
55 

47 
66 

6 
31 

17 

7 

26 
26 

6 

11 

11 

7 

_2 

19 

24 
NA 

21 
33 

NA 
18 

105 
NA 

130 
187 

NA 

103 

CUNYBaruch.BBA'69 
U  of  Connecticut 

StOlafC  70 

Louisiana  Tech  U.  BS 

Uof  Erlangen,  BA'54 

Brooklyn  Law  School,  JD  75 

Rutgers  '80 

Pepperdine  U.  MBA 
Rutgers,  MBA  '64 

226 

226 
252 

252 

226 

258 
248 

252 
228 

232 
226 

228 
234 

252 
226 

262 
236 

258 

232 

234 
258 

234 
258 

234 
250 

258 
228 

248 
258 

236 
232 

i2  Technologies  Sanjiv  S  Sidhu1 
IBP/Robert  L  Peterson 

IDEC  Pharmaceuticals  Willam  H  Rastetter 
IKON  Office  Solutions/James  J  Forese 

Illinois  Tool  Works  W  James  Farrell 
Imperial  Bncp/George  L  Graziadio  Jr1 

IMS  Health/Victoria  R  Fash 
Inacom/Gerald  A  Gagliardi 

Incyte  Pharmaceuticals/Roy  A  Whitfield1 
Independence  Community/Charles  J  Hamm 

Infonet  Services/ Jose  A  Collazo 
Informix/Jean  Yves  Dexmier 

InfoSpace.com/Naveen  Jain1 
Ingcrsoll-Rand  Robert  L  Henkcl 

Ingram  Micro  Kent  B  Foster 
Inktomi/David  C  Peterschmidt 

Intal/Craig  R  Barrett 

InterNAP  Network  Svcs  Anthony  C  Naughtin1 

IBM  Louis  V  Gerstner  Jr 
International  Paper/ John  T  Dillon 

Internet  Capital  Group/Walter  W  Buckley  III1 
Interpublic  Group  'Phil. p  H  Geier  Jr 

Interstate  Bakeries/Charles  A  Sullivan 
InterTrust  Technols/Victor  Shear' 

Intuit  Stephen  M  Benett 
ITT  Industries/Travis  Engen 

42 
67 

52 
65 

58 

80 

12 

39 

13 
4 

35 
37 

5 
20 

13 
2 

5 
37 

68 

7 

355 
40 

OsmaniaU  (India),  BS 

Oklahoma  State  U.  MS 

Harvard,  PhD  75 
MIT.  MBA  '59 

27 
-42 

16 

16 

180 
32 

77 

87 

MIT.BS71 
Rensselaer.  BA  '57 

U  of  Detroit.  BEE  '65 

49 
52 

46 
63 

56 
48 

15 
1 

9 
15 

12 
3 

1 

9 
14 

12 

1 

-48 
NA 

59 
-17 

NA 
NA 

47 
NA 

591 
53 

NA 
NA 

Uof  Illinois.  BS  75 
Syracuse  U.  BA  '69 

Oxford.  BA  75 
Harvard.  BA  '59 

Ecole  Polytechnique.  MBA 

MPA79 
MBA  71 

Stanford  U.  MBA  79 
NYU.  MBA  '67 

Ecole  Natl  Superieure.  PhD 

40 
51 

56 
52 

60 
44 

2 

1 

_  j 
4 

26 
4 

2 
1 

_  2 

4 

2 
4 

831 
NA 

NA 
270 

74 
NA 

1.644 
NA 

NA 
897 

232 
NA 

U  of  Roorkee  (India),  BS  '79 
Polytechnic  U.  BS  70 

NC  State  U.  BS  '66 
U  of  Missouri,  BA  '69 

Stanford  U.BS  '61 
U  of  Iowa,  BA  78 

Xavier  U.  MBA  '82 
MS  72 

USC,  MBA  '69 
Chapman  U,  MBA  75 

PhD  64 
Creighton  U.  JD  '81 

58 
61 

7 
35 

7 
4 

36 
3 

252 

51 

Dartmouth,  BA '63 
U  of  Hartford,  BA  65 

U  of  North  Carolina.  BA  '82 
Colgate  U.  BA  '57 

Uof  Toledo.  BBA  '59 
Brandeis  U.  BA 

Harvard.  MBA '65 
Columbia.  MBA  71 

Columbia.  MBA '58 

40 
65 

64 
52 

4 
42 

12 
10 

4 

20 

11 
10 

NA 
24 

8 
NA 

NA 
165 

44 
NA 

45 
55 

_  2 

15 

_2 

4 

NA 
9 

NA 
60 

MIT.  BS  67 

Total  return  is  based  on  Apr  14  stock  price  Return  covers  the  tenure 
value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1 
NA  Not  available  or  not  applicable 


of  the  executive  or  ten-year  period  for  Individuals  in  office  longer  than  ten  years.  Relative  to  market  is  the  endin 
invested  in  the  market.  'Company  founder.  2New  CEO;  less  than  six  months'  service. 
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May  I 


The  official  search  engine  of 


hly  one  search  engine  delivers  the  Web  prioritized,  categorized  and  organized  into  neat  little  folders. 


NorthernLight.com 

Just  what  you've  been  searching  for. 


THF  TOP  SOP  CEOS 


Total  rtturn  Is  based  on  Apr.  14  nock  price.  Return  coven  the  tenure  of  the  executive  or  ten-yeer  period  for  Individuals  In  office  longer  then  ten  yeers.  Relative  to  market  Is  the  endln 
value  of  $100  Inveeted  In  the  stock,  divided  by  the  ending  value  of  $1  Inveeted  In  the  market.  'Company  founder.  'New  CEO;  leee  than  elx  months'  service. 
NA:  Not  available  or  not  applicable. 
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Our  401  (k) 
leadership 


plan  ahead. 


The  Principal*  is  the  leader  in  401(k) 
plans.  In  fact,  more  employers 
choose  us  for  their  401(k)  plans 
than  any  other  bank,  mutual  fund, 
or  insurance  company* 

The  Principal  offers  a  "whole 
solution"  approach.  This  means 
that,  large  or  small,  we  offer  a  com- 
plete line  of  401  (k)  products  and 
services  -  investment  options,  record- 
keeping, loan  administration, 
plan  member  communica- 
tion, and  asset  allocation  - 
backed  by  over  a  century  of 
financial  expertise.  Also,  our 
personalized  service  and  local 
support  helps  make  this  process 
more  efficient,  so  there's  more  time 
for  you  to  manage  other  important 
things,  like  your  business. 

Employees  appreciate  what  a 
retirement  plan  can  do  for  their 
future.  Isn't  it  time  to  find  out  what 
we  can  do  for  you  and  your 
employees? 


get  ahead. 


Plan  Ahead.  Get  Ahead.8 


SM 


Financial 
Group 


\)  and  Pension  •  Securities  •  PPO  •  Home  Mortgages  •  Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds 

)  Principal  Life  Insurance  Company,  Des  Moines,  1A  50392.  *CFO  Magazine,  April/May  1999,  Senior  Financial  Executive  Ranking.  Products  and  services  offered  through  Principal  Life 
J  nee  Company  (The  Principal),  its  subsidiaries  and  affiliates.  Mutual  funds  and  securities  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC).  Securities  and 
care  products  not  available  in  all  states. 

www.principal.com 


THE  TOP  «00  CEOS 

COMPANY/HHIFF  FXFHIITIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

page 

With 
company 

As 
CEO 

°/o 

Relative 

tomkt 

Undergraduate 

Graduate 

LSI  Logic/Wilfred  J  Corrigan1 
LTV/Peter  Kelly 

234 
258 

262 
258 

232 
252 

62 

58 

19 
37 

19 
2 

37 
-24 

472 
46 

imperial  C  London,  BSCE  '60 
Harvard,  BS  '63 

Duquesne  U,  JO  72 

Lucent  Technologies/Richard  A  McGinn 
Lycos/Robert  J  Davis 

53 
43 

31 

5 

3 
5 

43 
62 

170 
317 

GrinnellC,  BA'68 
Northwestern  U,  BS  79 

BabsonC,  MBA'85 

Lyondell  Chemical/Dan  F  Smith1 
Malllnckrodt/C  Ray  Holman 

M&T  Bank/Robert  G  Wilmers 
Manpower/Jeffrey  Joerres 

MarchFirst/Robert  F  Bernard1 
Marriott  Inti/J  Willard  Marriott  Jr 

Marsh  &  McLennan/Jeffrey  W  Greenberg 
Marshall  &  llsley/James  B  Wigdale 

Masco/Richard  A  Manoogian 
Mattel/Ronald  M  Loeb3 

54 
57 

32 
24 

3 

7 

-3 
-2 

47 
24 

Lamar  U,  BS  '69 
U  of  Missouri,  BS  '64 

66 
40 

17 

7 

17 

1 

16 
27 

23 

NA 

161 
NA 

Harvard,  BA  '56 
Marquette  U,  BA  '83 

Georgetown  U,  JD 

226 
228 

258 
244 

226 

38 
68 

16 
44 

37 
-7s 

154 
696 

U  of  Utah,  BS  '54 

48 
63 

5 
38 

1 

8 

NA 
15 

NA 
73 

Brown,  A6 
Stanford  U,  BA '59 

236 
252 

234 
268 

248 

63 
67 

42 

_  2 

32 

_2 

9 
NA 

45 
NA 

Yale,  BA '58 

UCLA,  BS '63 
CUNY  City,  BA  71 

Maxim  Integrated  Prod/ John  F  Gifford1 
May  Dept  Storos/Eugene  S  Kahn 

59 
50 

17 

10 

17 
2 

54 
-15 

1,531 
59 

Maytag/Lloyd  D  Ward 

MBIA/JosephW  Brown  Jr 

MBNA/  Alfred  Lerner 
McDonald's/Jack  M  Greenberg 

McGraw-Hill  Cos/Harold  W  McGraw  III 
MCI  WorldCom/Bernard  J  Ebbers 

McKesson  HBOC/John  H  Hammergren' 
McLeodUSA/Ciark  E  McLeod1 

51 

51 

4 
1 

1 

1 

NA 
-21 

NA 

68 

Michigan  State  U,  BSME  70 
Northern  Illinois  U,BS  74 

XavierU.MBA'84 

248 

248 
248 

244 
262 

252 

262 

67 
57 

17 
18 

9 
2 

39 

1 

423 
82 

91 
776 

Columbia,  BA  '55 
OePaul  U,  BS  '64 

Tufts  U.BA  72 
Mississippi  C,  BA  '67 

U  of  Minnesota,  6S '81 

JO '68 
UofPenn-Wharton,MBA76 

51 
58 

20 
15 

2 
15 

8 
44 

41 
53 

4 
9 

1 
9 

NA 
47 

NA 
202 

XavierU,  MBA'87 

Maad/Jerome  F  Tatar 

Madia  General  J  Stewart  Bryan  III 

258 
244 

262 
252 

252 

53 
62 

27 
15 

3 
10 

7 
8 

77 

43 

Carnegie  Mellon  U,  BS  '68 
U  of  Virginia,  BA '60 

U  of  Pittsburgh,  MBA  72 

U  of  Oregon,  PhD  72 
U  of  Florida,  PhD 

MedlaOna  Group/Charles  M  Lillis 
Medlmmune/Wayne  T  Hockmeyer1 

58 
55 

15 
12 

5 
12 

36 
43 

157 
544 

U  of  Washington,  BA'68 
Purdue  U,  BS 

Medtronic/William  W  George 
Mellon  Flnl/Martin  G  McGuinn 

Mercantile  Bkshs/H  Furlong  Baldwin 
Merck  'Raymond  V  Gilmartin 

Mercury  Interactivo/Amnon  Landan 
Merlsel/Dwighi  A  Steffensen 

Maritor  Automotive  Larry  0  Yost 
Morrill  Lynch/David  H  Komansky 

Metro-Goldwyn-Mayer/AlexYemenidjIan 
Metromedia  Fiber  Nat/Stephen  A  Garofalo1 

MGIC  Investment  Curt  Culver 
MicroAge/Jeffrey  D  McKeever1 

Micromuso/Gregory  Q  Brown 
Micron  Technology/Steven  R  Appleton 

Microsoft/Steve  Ballmer 
MicroStratagy/Michael  J  Saylor' 

Millennium  Pharm  Mark  J  Levin 
Minn  Mining  t  Mfg/Livio  D  OeSimone 

Moiax/Fiedenck  A  K-ehbia1 
Mcntana  Pewer/R  joert  P  Ga 

MONV  Group/Michael  1  Roth 

JP  Morgan  L  Co/Douglas  A  Warner  III 

57 

57 

11 

19 

9 
1 

35 

-7 

336 

82 

Georgia  Tech,  BSIE  '64 
Villanova,  AB  '64 

Harvard,  MBA '66 
JD  '67 

226 

226 
252 

236 
234 

248 
248 

244 
262 

256 
236 

236 
234 

236 
236 

252 
228 

234 
248 

256 
226 

68 
59 

41 
56 

62 

61 

44 

6 

11 

4 

29 
32 

24 

6 

3 

4 

3 
3 

15 
30 

140 
-21 

-15 
28 

78 
140 

918 
17 

44 
118 

Princeton,  AB '54 
Union  C.8SEE  '63 

Technion-israel  Tech,  8SC 
Stanford  U,  BS  '65 

Milwaukee  School  of  E.6SEE  77 

Harvard,  MBA  '68 

44 

48 

10 
7 

1 
4 

_» 

13 

NA 
226 

NA 
-15 

NA 
1,201 

NA 

4 

Cal  St  Northridge,  88A  78 

USC,  MBA '80 

47 
57 

18 
24 

U  of  Wis  Madison,  BBA  74 
U  of  Arizona,  BS '65 

MS  75 

MBA  73 

39 

40 

1 
17 

1 
6 

247 

35 

411 
164 

Rutgers,  BS  '62 
Boise  State  U,  BBA  '82 

43 
35 

20 
11 

_« 

11 

NA 
87 

NA 

250 

Harvard 
MIT,  BS  '87 

McGill.  BSCE'57 

Lake  Forest  C.BA '63 
U  of  Notre  Oame,  8A  '66 

U  of  Montana,  LLB  '69 

49 
63 

6 
43 

6 
9 

58 
12 

267 
63 

58 

56 

35 
26 

12 
3 

25 

65 

179 
257 

54 
53 

11 
32 

7 
5 

6 

20 

69 
62 

CUNY  City,  BBA  67 
Yale,  BA  '68 

NYU.LLM73 

Total  rtturn  is  based  on  Apr  14  stock  price.  Return  covere  the  tenure  of  the  executive  or  ten-year  period  for  Individuals  In  office  longer  than  ten  years.  Relative  to  market  Is  the  endln 
vtlue  of  $IOO  Invested  In  the  stock,  divided  by  the  ending  value  of  $1  Invested  In  the  market.  'Company  founder.  'New  CEO:  less  than  six  months'  service.  'Acting  CEO.  'Office  joint 
held  with  David  L  Mahoney    'Office  Jointly  held  with  J.H.  Krehblel  Jr.  'Start  date  as  of  Mar.  31,  I99B.  NA:  Not  available  or  not  applicable. 
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OMMUNICATIONS         !        ELECTRONICS  HEALTHCARE/SPECIALTY  PRODUCTS 


FIRE/SECUR 


FLOW  CONTROL 


•     fc-' 


mSmmmmmmmm 


r«iki 


world's  leading  provider  of  fire  and  intrusion  detection  and  monitoring  systems  for  homes  and  businesses.  We're  also  at  the  fore- 
front of  access  control  and  closed  circuit  television  technologies.  Tyco's  fire  protection  systems  provide  sprinkler  technology  and 
service  to  homes  and  businesses  around  the  globe.  Tyco  is  working  to  deliver  peace  of  mind.  Anytime.  Anywhere.  Across  five 
diverse  business  segments,  dozens  of  industries  and  throughout  the  global  marketplace, 
Tyco  is  working  in  your  world.  For  more  information,  visit  us  at  www.tyco.com.  mWmM  M#V# 


Tyco  International  Ltd. 


THF  TOP  SOO  OEOS 


COMPANY/CHIEF  FXECUTIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

With 

As 

% 

Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

tomkt 

Morgan  Stanley  DW/Philip  J  Purcell 

248 

56 

22 

18 

37 

265 

U  of  Notre  Dame,  BBA  '64 

U  of  Chicago,  MBA '67 

Motorola/Christopher  B  Galvin 
Nabisco  Group/James  M  Kilts 

262 
248 

50 

27 

3 

20 
NA 

95 
NA 

Northwestern  U,  BA  73 
Knox  CAB  70 

MBA  77 

U  of  Chicago,  MBA  74 

52 

2 

_  2 

Nash  Finch/Ron  Marshall 
National  City/David  A  Daberko 

248 
226 

46 

2 

2 

-29 

41 

Wright  State  U,  BS  76 
DenisonU,  BA'67 

54 

32 

5 

8 

55 

Case  Western,  MBA  70 

Natl  Commerce  Bncp/Thomas  M  Garrott 
Natl  Semiconductor/Brian  L  Halla 

226 
234 

62 

17 

7 

23 

116 

VanderbiltU.BS'59 

U  of  Nebraska  Omaha,  BSEE  '69 

UofPenn-Wharton.MBA'62 

53 

4 

4 

35 

145 

Nationwide  Financial/Dimon  R  McFerson 
Navistar  Intl/John  R  Home 

248 
232 

63 

20 

7 
5 

1 
22 

58 

94 

UCLA.  BS '59 
Purdue  U.BSME '60 

USC.MPA72 
Bradley  U.MSME '64 

62 

34 

NCR/Lars  Nyberg 

Network  Appliance/Daniel  J  Warmenhoven 
Network  Solutions/James  P  Run 

New  Century  Energies/Wayne  H  Brunettl 

234 
234 

48 

5 

5 

6 
1 

2 

56 

U  of  Stockholm.  BBA '94 

49 
46 

6 
1 

130 
NA 

1,617 
NA 

Princeton,  BSEE 
MIT,  BS  75 

rw+T^B 

240 

57 

6 

_2 

NA 

NA 

U  of  Florida,  BS '64 

New  York  Times/Russell  T  Lewis 
Newell  Rubbermaid/John  J  McDonough 

244 
252 

52 

34 

3 

18 

102 

SUNY  Stony  Brook,  BA  '69 

Brooklyn  Law  School,  JD  73 

64 

2 

2 

-19 

43 

U  of  Notre  Dame,  BBA  '58 

Nextel  Commun/Timothy  M  Donahue 

262 

51 

4 

1 

NA 

NA 

John  Carroll  U.  BA 

Nextel  Partners/John  Chappie 

262 

46 

2 

2 

NA 

NA 

Syracuse  U 

Nextlink  Commun/Daniel  F  Akerson 
Niagara  Mohawk/William  E  Davis 

262 

51 

1 

1 

NA 

NA 

US  Naval  Acad,  BSE  70 

London  School  of  Econ,  MSC  78 

58 

10 

7 

-4 

21 

US  Naval  Acad,  BS '64 

George  Washington  U,  MSA  70 

NIKE/Philip  H  Knight1 

252 

62 

36 

36 

19 

112 

U  of  Oregon.  BA '59 

Stanford  U.  MBA '62 

NiSource/Gary  L  Neale 

240 

60 

11 

7 

^ 

45 

U  of  Washington,  BA '62 

MBA '65 

Nordstrom/John  J  Whitacre 
Norfolk  Southern/David  R  Goode 

■  ,' '  ■ 

47 
59 

24 
35 

5 
8 

9 
2 

56 
30 

U  of  Washington,  BA  76 
Duke  (LAB  "62 

262 

Harvard,  JD  '65 

North  Fork  Bancorp/John  Adam  Kanas 
Northeast  Utilities/Michael  G  Morris 

226 
240 

53 

29 

23 

17 

99 

UU.BA'68 

53 

3 

3 

34 

145 

Eastern  Michigan  U,  BS  '69 

Detroit  C  of  Law.  JD  '80 

No  States  Power/James  J  Howard 

240 

64 

13 

13 

8 

43 

U  of  Pittsburgh,  BBA '57 

MIT.  MS  70 

Northern  Trust/William  A  Osborn 

226 

52 

30 

5 

46 

228 

Northwestern  U,  BA  '69 

MBA  73 

Northrop  Grumman/Kent  Kresa 

Northwest  Airlines/John  H  Dasburg 
Novell/Eric  Schmidt 

Novellus  Systems/Richard  S  Hill 

225 

62 

57 
45 

25 

11 

3 

10 

10 

3 

18 

9 

23 

102 

53 

102 

MIT.  BS  '59 

U  of  Florida,  BS '66 
Princeton,  BS  76 

MS  '61 

JO  73 

UofCal-Berkeley.PhD'82 

iw^*^B 

234 
234 

48 

6 

6 

39 

244 

NStar /Thomas  J  May 

240 

53 

24 

6 

15 

67 

Stonehill  C,  BS  '69 

Bentley  C,  MS  '80 

NTL/J  Barclay  Knapp1 
Nuctr/H  David  Aycock 

244 

43 
69 

10 
46 

4 
1 

52 
NA 

211 
NA 

Johns  Hopkins  U,  BA 

Harvard,  MBA 

Occidental  Petroleum/Ray  R  Irani 

242 

65 

17 

9 

6 

34 

American  U  Beirut,  BS  '53 

USC,  PhD '57 

Office  Depot/David  1  Fuente 

OfficeMax/Michael  Feuer1 

Old  Kent  Financial/David  J  Wagner 

260 
260 

54 

12 

12 

16 

89 

Purdue  U.BS '67 

MS '69 

55 
46 

12 
23 

12 
5 

-12 
21 

16 
88 

Indiana  U.  BA  75 

MBA  76 

226 

Old  National  Bncp  James  A  Risinger 

226 

51 

21 

2 

9 

85 

NC  State  U,  BA  71 

Old  Republic  Inrl/A  C  Zucaro 

256 

61 

24 

10 

13 

70 

CUNY  Queens,  BS '62 

Omnicom  Group/John  D  Wren 

228 

47 

16 

3 

49 

193 

Adelphi  U.  BA '75 

MS  75 

One  Valley  Bancorp  J  Holmes  Morrison 
Oracle/Lawrence  J  Ellison' 

226 
236 

59 

33 

9 

18 

98 

Washington  &  Lee  U.  AB  '63 

JO '66 

55 

23 

23 

55 

1,617 

Owens  Corning/Glen  H  Hmer 

236 

65 

8 

8 

-4 

19 

West  Virginia  U,  BSEE  '57 

Owens-Illinois/Joseph  H  Lemicux 

250 

69 

43 

10 

5 

36 

Bryant  C,  BS '57 

Dartmouth,  MD  73 

Oxford  Health  Plans/Norman  C  Payson 

252 

52 

2 

2 

-10 

60 

MIT.  BS  70 

Paccar/Mark  C  Pigoit 

Pacific  Century  Finl/Lawrence  M  Johnson 

PacifiCare  Health  Alan  R  Hoops 

232 

46 
59 

23 

37 

3 
6 

14 
6 

79 
42 

Stanford  U,  BS  76 
U  of  Hawaii,  BBA  '63 

MS '84 

226 
252 

52 

23 

7 

3 

36 

UCLA.  BS '69 

U  of  Washington,  MHA  73 

PaineWcbber  Group/Donald  B  Marron 

248 

65 

41 

20 

25 

182 

Total  return  is  based  on  Apr.  14  stock  price.  Return  < 
value  ot  $100  invested  in  the  stock,  divided  by  the  e 
NA:  Not  available  or  not  applicable. 
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We 


've  been  through  turbulent  times  before, 


./Legardless  of  today's  market  climate,  the  future  includes  the  distinct  possibility  of 
uncertainty  and  volatility.  What's  more,  with  the  merging  of  many  banks  and  investment 
firms,  many  investors  feel  adrift,  unsure  where  to  turn  for  advice.  Should  you  invest  more 
in  bonds  or  equities?  More  in  small  caps  or  blue  chips?  Or  keep  more  cash  on  hand?  While 
nobody  can  promise  you  all  the  right  answers,  U.S.  Trust  can  promise  you  something 
invaluable:  expertise  based  on  experience. 

For  over  145  years,  through  periods  of  extreme  uncertainty,  we've  been  a  bedrock  of 
stability  for  our  clients,  providing  them  with  sound  advice  that  has  helped  preserve  and 
enhance  their  wealth.  In  the  process,  we've  become  one  of  America's  premier  investment 
advisory  and  wealth  management  firms.  To  learn  how  to  weather  the  market's  volatility, 
please  contact  Mark  Talt  in  California  at  1-800-292-1112  or  Jeff  Grubb  for  the  Pacific 
Northwest  at  1-800-767-2301  or  visit  www.ustrust.com. 


US 


A  TRADITION  OF  GROWING  ASSETS 
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THE  TOP  SO     CEOS 


COMPANY/CHIEF  EXECUTIVF 

CED 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

With 

As 

% 

Relative 

Undergraduate 

Graduate 

page 

company 

CEO 

tomkt 

Parametric  Technology/Steven  C  Walske 

236 

47 

13 

13 

23 

165 

Princeton.  BA  74 

Harvard,  MBA  78 

Park  Place  Entertain/Arthur  M  Goldberg 

244 

58 

10 

1 

51 

152 

Rutgers,  BA 

Villanova.  JD 

Parker-Hannifin/Duane  E  Collins 

232 

64 

39 

7 

19 

92 

U  of  Wis  Madison,  BSME  '61 

Paychex/B  Thomas  Golisano1 

PE  Biosystems  Group/Tony  L  White 

228 
252 

58 

29 

29 

47 

965 

53 

5 

5 

60 

340 

Western  Carolina  U,  BA  '69 

PE  Gelera  Genomics/Tony  L  White 
PECO  Energy/Corbin  A  McNeill  Jr 

252 
240 

53 

5 

5 

NA 

NA 

Western  Carolina  U.BA '69 

60 

12 

5 

16 

72 

US  Naval  Acad,  BS  '62 

JC  Penney/James  E  Oesterreicher 

260 

58 

36 

5 

-16 

12 

Michigan  State  U,  BS  '64 

People's  Bank/John  A  Klein 

226 

51 

29 

1 

NA 

NA 

U  of  Connecticut,  BS  71 

JD77 

Peoples  Heritage  Finl/William  J  Ryan 

226 

56 

11 

11 

10 

50 

St  Francis  C  NY,  BBA  '65 

Rutgers-Stonier,  MBA  75 

PeopieSoft/Craig  A  Conway 

Pepsi  Bottling  Group/Craig  E  Weatherup 

PepsiCo/Roger  A  Enrico 

236 

45 
54 

1 

26 

1 
4 

NA 

3 

NA 
96 

Arizona  State.  BS  '67 

250 
250 

55 

29 

4 

7 

59 

BabsonC,  BA'65 

Peregrine  Systems/Stephen  P  Gardner 
Pfizer/William  C  Steere  Jr 

236 
252 

46 
63 

3 
41 

2 

130 

434 
226 

Princeton,  BS 
Stanford  U,  BA  '59 

Harvard,  MBA 

9 

29 

PG&E/Robert  D  Glynn  Jr 

240 
252 

57 

54 

16 
3 

3 

5 

70 

Manhattan  C.  BME  '64 

LIU,MSE70 

Pharmacia/Fred  Hassan 

3 

10 

78 

U  of  London,  BSCE '67 

Harvard,  MBA  72 

Phelps  Dodge/J  Steven  Whisler 
Philip  Morris  Cos/Geoffrey  C  Bible 

258 
250 

45 

24 

_  2 

NA 

NA 

U  of  Colorado.  BS 

U  of  Denver.  JD 

62 

24 

6 

9 

50 

Phillips  Petroleum/James  J  Mulva 

242 

53 

27 

1 

NA 

NA 

U  of  Texas  El  Paso.  BBA  '68 

MBA  '69 

Phone.com/Alain  Rossmann1 

236 

43 

5 

5 

NA 

NA 

Ecole  Polytechnique,  MS 

Stanford  U,  MBA 

Pinnacle  West/William  J  Post 

240 

49 

18 

1 

-18 

71 

Arizona  State.  BS  73 

Pitney  Bowes/Michael  J  Critelli 

228 

51 

21 

4 

18 

87 

U  of  Wis  Madison.  BA  70 

Harvard,  JO  74 

Pittston/Michacl  T  Dan 
Plug  Power/Gary  Mittleman 

■!;.'■ 

50 

7 

2 

-33 

30 

242 

47 

3 

3 

NA 

NA 

U  of  Rochester.  BA  75 

MS  79 

PMC-Sierra/Robert  L  Bailey 

234 

43 

7 

7 

111 

3.711 

U  of  Bridgeport.  BSEE  79 

U  of  Dallas.  MBA '83 

PMI  Group/W  Roger  Haughton 

PNC  Financial  Services/James  E  Rohr 

Popular/Richard  L  Carrion 

256 

52 
51 

31 
28 

7 

_2 

13 
NA 

21 

63 
NA 

107 

U  of  Cal-Santa  Barbara,  BA  '69 
U  of  Notre  Dame.  BA  70 

U  of  Penn-Wharton.  BS  75 

Ohio  State  U,  MBA  72 

226 
226 

47 

24 

7 

MIT,  MS  76 

Portal  Software/John  E  Little1 
Potomac  Electric/John  M  Derrick  Jr 

258 
240 

42 

15 

15 

NA 

NA 

Princeton,  BSEE 

60 

39 

3 

5 

77 

Duke  U,  BSEE  '61 

PPG  Industries/Raymond  W  LeBoeuf 

232 

53 

20 

3 

-1 

61 

Northwestern  U,  BA  '67 

U  of  Illinois.  MBA  70 

PPL/William  F  Hecht 

240 

57 

36 

7 

4 

36 

Lehigh  U.BS  '64 

MS  70 

Praxair/Dennis  H  Reilley 

232 

46 

_  2 

_2 

NA 

NA 

Oklahoma  State  U.BS  75 

T  Rowe  Price/George  A  Roche 

248 

58 

32 

3 

22 

98 

Georgetown  U.  AB  '63 

Harvard.  MBA '66 

Priceline.com/Richard  S  Braddock 
Procter  &  Gamble,  Durk  1  Jager 

58 

2 

2 

-15 

80 

252 

57 

30 

1 

-24 

63 

Erasmus  U  Rotterdam,  BA  68 

MBA  70 

Progressive/Peter  B  Lewis1 

256 

66 

45 

35 

21 

132 

Princeton,  AB '55 

Protective  Life/Drayton  Nabers  Jr 

256 

59 

21 

8 

24 

140 

Princeton,  AB  '62 

Yale.  LLB  '65 

Provident  Finl  Group/Robert  L  Hoverson 

226 

58 

15 

2 

-26 

45 

U  of  Washington,  BA  '69 

MBA  71 

Providian  Financial/Shailesh  J  Mehta 
PSINet/William  L  Schrader1 

Pub  Svc  Enterprise/E  James  Ferland 

248 

51 
48 

14 
11 

12 
11 

30 
25 

275 

106 

Indian  Tech,  BS  71 
Cornell,  BS  73 

Case  Western,  PhD  75 

258 
240 

58 

14 

14 

10 

53 

U  of  Maine.  BS  '64 

U  of  New  Haven,  MBA  76 

Puget  Sound  Energy /William  S  Weaver 
Pulte/Robert  K  Burgess 

242 
236 

56 

9 

2 

7 

-2 
6 

65 
41 

Hamilton  C.  BA'65 
Michigan  State  U.  BS  '66 

U  of  Michigan.  JD  '68 

56 

17 

QLogic/H  K  Desai 

234 

54 

10 

4 

173 

2.947 

MS  U  (India).  BSEE '69 

UofCal-Berkeley.MSEE70 

Quaker  Oats/Robert  S  Morrison 

58 

3 

3 

13 

92 

Col  of  the  Holy  Cross.  BS '63 

U  of  Penn-Wharton.  MBA '69 

Qualcomm/lrwin  M  Jacobs' 
Quantum-HDD  Group/Michael  A  Brown 

262 
234 

66 

15 

15 

73 

2.256 

Cornell.  BEE '56 

MIT.Sc0'59 

41 

16 

5 

NA 

NA 

Harvard.  BA  '80 

Stanford  U,  MBA  '84 

Quest  Software/Vincent  C  Smith 

236 

36 

3 

3 

NA 

NA 

U  of  Delaware.  BS  '86 

Total  return  is  based  en  Apr.  14  stock  price.  Return  c 
value  of  $100  invested  in  the  stock,  divided  by  the  c 
NA  Not  available  or  nol  applicable. 

overs  the 
nding  val 

tenure  of 
ie  of  $1  inv 

he  executive  or  ten 
ested  in  the  market. 

year  period  for  indu 
'Company  founder. 

iduals  in  office  longer  than  ten  years.  Relative  to  market  is  the  endinB 
■New  CEO:  less  than  six  months'  service. 
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THE  TOP  (SOO  CEOS 


MMPANV/nHIFF  FXFfMITIVF 


CEO        ACE  TENURE        TOTAL  RETURN     EDUCATION 


t  Communications/Joseph  P  Nacchio 
Ralston  Purina/ W  Patrick  McGinnis 


Rambus/Geoff  Tate 

Rational  Software/Michael  T  Devlin1 


Raymond  James  Finl/Thomas  A  James 
Raytheon/Daniel  P  Burnham 

RealNetworks/Robert  Glaser1 
Red  Hat/Matthew  J  Szulik 





Redback  Networks/Dennis  L  Barsema 
Regions  Financial/Carl  E  Jones  Jr 

Reliance  Group/George  R  Baker 
Reliant  Energy/R  Steve  Letbetter 

ReliaStar  Financial/John  G  Turner 
Republic  Services/James  E  O'Connor 

Reynolds  Metals/Jeremiah  J  Sheehan 
RF  Micro  Devices/David  A  Norbury 

Riggs  National/Joe  L  Allbritton 
Rite  Aid/Robert  G  Miller 

RJ  Reynolds  Tobacco/Andrew  J  Schindler 
Rockwell  Intl 'Don  H  Davis  Jr 

Rohm  and  Haas/Rajiv  L  Gupta 
Roslyn  Bancorp/Joseph  L  Mancino 

Ryder  System  M  Anthony  Burns 
Sabre  Holdings/William  J  Hannigan 

Safeco/Roger  H  Eigsti 

Safeguard  Scientif ics  Warren  V  Musser' 

Safeway/Steven  A  Burd 

St  Paul  Cos/Oouglas  W  Leatherdale 

Saks/R  Brad  Martin 
SanDisk/Eli  Harare 

Sanmina/Jure  Sola1 
Sapient/Jerry  A  Greenberg3 

Sara  Let/John  H  Bryan 

SBC  Communications/Edward  E  Whitacre  Jr 

Scana/Wilham  B  Timmerman 
Schering-Plough/Richard  Jay  Kogan 

Charles  Schwab/Charles  R  Schwab1 
SCI  Systems/A  Eugene  Sapp  Jr 

Scient/Robert  M  Howe 
Scientific-Atlanta  James  F  McDonald 

SDL/Donald  RScifres1 

Seagate  Technology/Stephen  J  Luczo 

Sealed  Air/William  V  Hickey 
Sears,  Roebuck/Arthur  C  Martinez 

Sempra  Energy/Richard  D  Farman 
Sepracor /Timothy  J  Bar  bench1 

Service  Corp  Intt/Roben  I  Waltrip1 
ServiceMaster,  C  William  Pollard 

7-Eloven,  James  W  Keyes 
Shaw  Industries/Robert  E  Shaw1 


Rank 
page 


50 
52 


45 
45 


58 
53 

38 

44 


45 
59 


70 
51 


75 
56 

55 


54 
62 

57 
41 

58 
73 

50 

63 

48 

54 

48 
34 

63 
58 

53 
58 

62 
64 

55 
60 

53 
43 

55 
60 

64 
52 

69 
61 


45 
68 


With      As 
company    CEO 


3 
28 


10 
4 


10 
1 


34 
2 

6 

2 

3 
38 


30 
1 

6 
1 


1 
26 


60 

33 

50 

1 

61 

12 

48 

8 

19 

_  2 

26 
37 


29 
40 

26 

_  2 

28 
47 


8 
28 

13 

12 

20 

9 

41 
37 

22 
18 

26 
38 

2 
7 


17 
7 

20 
8 

22 
16 

38 
23 

15 
40 


_2 
1 

9 
1 


19 

_2 


1 

8 
17 


8 
47 


7 
10 

11 
12 

9 
9 

25 
10 

3 
4 

22 

1 


% 


Relative 
tomkt 


85 
-5 


358 
59 


75 
99 


305 
193 


23 

-52 

123 

NA 


153 
31 

470 

NA 


NA 
-25 


NA 
36 


2 

7 

17 
2 

_2 

5 

2 
16 

38 
1 

38 


NA 
NA 


NA 
NA 


23 
-26 


138 
56 


9 
187 

-3 
NA 


66 
1,229 


15 
NA 


NA 
4 


NA 

75 


NA 

7 

5 
NA 

3 
46 

43 
11 

18 

68 

67 
64 

10 
15 


NA 

67 

32 
NA 

32 
872 

334 

57 

101 
406 


1,049 
335 

54 
82 


3 
31 

54 
NA 

NA 

33 

96 
33 

NA 
5 

-10 
30 

-1 

NA 

NA 
7 


61 
134 

1.501 
NA 

NA 
196 

1.031 

137 

NA 
47 

65 
217 

18 
NA 


NA 
40 


Undergraduate 


Graduate 


NYU,BSEE'74 
U  of  Denver,  BA  70 


U  of  Alberta,  BS 


Harvard,  BA  '64 
XavierU.BS'68 

Yale,  BA  '83 
StAnselmC  78 


Northern  Illinois  U,  BS 

U  of  Alabama,  BA  62 

CoeC,BA'51 
Texas  A&M,  BBA  70 


Amherst  C,  BA  '61 
DePaulU,BS72 


CUNY  Hunter,  BA 


Baylor  U.LLB '49 


Franklin  &  Marshall  C,  BBA  72 
Texas  A&M,  BS  '62 


Indian  Tech,  BSME  '67 
SUNY  Empire  State.  BA  80 

Brigham  Young  U,  BS  '64 


Linfield  C.  BS  '64 
Lehigh  U.  BS 

Carroll  C,  BS  71 
U  of  Manitoba,  BA  '57 

U  of  Memphis.  BA  76 
Manchester  U.  BS  '69 


Harvard,  BA  '87 

Rhodes  C.  BA  '58 
Texas  Tech  U.BSIE '64 

DukeU.BA  68 
CUNY  City.  BA '63 

Stanford  U,  BA  '59 


SMU.BBA  66 

U  of  Kentucky.  BSEE  '62 

Purdue  U.BSEE '68 
Stanford  U.  BBA  79 

US  Naval  Acad,  BSE 
Polytechnic  U,  BSME  '60 

Stanford  U.  BA  '57 
King's  C.  BS 

U  of  Houston.  BBA '54 

Wheaton  C.  BA  60 

Col  of  the  Holy  Cross.  BA  77 


MIT,  MS  '86 
Washington  U,  MBA  72 

Harvard,  MBA 


Stetson  U,  JD  '69 

U  of  New  Hampshire,  MBA  70 

MA '83 


UofPenn-Wharton.MBA74 
MBA '63 

Cornell,  MS '69 


UofCal-Berkeley,MBA'65 
U  of  Colorado,  MBA 


U  of  Wis  Milwaukee,  MA  73 

VanderbiltU.MBA'80 
Princeton.  PhD  73 


NYU,  MBA '68 

MBA  61 


Harvard.  MBA  '68 
MSEE'64 

U  of  Illinois.  PhD  70 
MBA  '84 

Harvard,  MBA 
Harvard,  MBA '65 

LLB'63 


Northwestern  U,  JD  63 
Columbia.  MBA  '80 


Total  return  Is  based  on  Apr.  14  stock  price.  Return  covers  the  tenure  ot  the  executive  or  ten-year  period  for  individuals  in  office  longer  than  ten  years  Relative  to  market  is  the  ending  value 
ot  $IOO  Invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  Company  founder.  'New  CEO:  less  than  six  months'  service.  Office  jointly  held  with  J.  Stuart  Moon 
NA.  Nut  available  or  not  applicable 
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Customer  Relationship  Management 


Q: 


With  PeopleSoft  CRM,  every  customer  transaction  can  be  an  opportunity  for  a  sale.  Whether  that's 

an  upgrade  or  a  cross-sale,  our  Vantive  products  help  every  one  of  your  employees  understand 

your  customers'  needs.  And  by  gathering  information  at  every  channel  -  in  real-time  -  any  employee 

that  can  sell  a  light  bulb  can  help  a  customer  pick  out  a  lamp.  And  shade.  And  extension  cord. 


Introducing  PeopleSoft  CRM.  Powered  by 

vantive 


Applications  for  eBusmess'        www.peoplesoft.com        1.888.773.8277 


100%  Internet  architecture  •  Powerful  sales  tools 


THE  TOP  SOO  CEOS 


COMPANY/CHIEF  EXECUTIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

page 

With 
company 

As 
CEO 

% 

Relative 
tomkt 

Undergraduate 

Graduate 

Sherwin-Williams/Christopher  M  Connor 
ShopKo  Stores/William  Podany 

Siebel  Systems/Thomas  M  Siebe! 
Sky  Financial  Group/Marty  E  Adams 

SLM  Holding/Albert  L  Lord 
Smithf  ield  Foods/Joseph  W  Luter  III 

Smurfit-Stone  Contain/Raymond  M  Curran 
Sodexho  Marriott/Michel  Landel 

Software.com/John  L  MacFarlane1 
Solectron/Koichi  Nishimura 

Solutia/John  C  Hunter  III 

Sonic  Automotive/O  Bruton  Smith1 

Sonoco  Products/Peter  C  Browning 
Southdown/Clarence  C  Comer 

Southern  Co/Alfred  W  Dahlberg 
SouthTrust/Wallace  D  Malone  Jr 

Southwest  Airlines/Herbert  D  Kelleher1 
Sovereign  Bancorp/Jay  S  Sidhu 

Sprint  FON/Wilham  T  Esrey 
Sprint  PCS/William  T  Esrey 

StanCorp  Financial/Ronald  E  Timpe 
Staples/Thomas  G  Sternberg1 

Starbucks/Howard  Schultz1 
State  Street/Marshall  N  Carter 
Steelcase/ James  P  Hackett 

232 
260 

236 
226 

248 
250 

250 
228 

258 
234 

232 

44 

53 

17 
6 

1 
1 

NA 

-34 

NA 
59 

1.049 
NA 

57 
151 

33 
NA 

NA 
992 

NA 
105 

Ohio  State  U,  BA  78 

U  of  Illinois  Urbana,  BA 
West  Liberty  State  C.  BS  '75 

Penn  State  U.  BS  '67 

Wake  Forest  U.BBA '62 



Rensselaer,  BS  '88 

San  Jose  State  U,  BSEE  '63 

Georgia  Tech,  BSCE  '69 

47 
47 

7 
23 

7 
1 

127 
NA 

MBA 

Franciscan  U,  MBA  '84 

54 

60 

54 
48 

3 
25 

19 
16 

3 
25 

1 

1 

7 
8 

1 
30 

-5 
22 

2 
NA 

NA 
57 

NA 
21 



European  Inst  of  Bus,  MBA 

U  of  Cal-Santa  Barbara,  MS  '92 
Stanford  U,  PhD  '84 

U  of  Houston,  MBA  77 

33 
60 

7 
12 

53 

73 

31 
30 

LwiiiH 

250 
236 

242 
226 

262 
226 

262 
262 

256 
260 

260 
248 
228 

58 
52 

59 
63 

69 
48 

7 
23 

40 
41 

33 

14 

2 
13 

5 
19 

19 
11 

-26 

7 

9 
19 

29 
13 

44 
40 

52 
119 

257 
70 

Colgate  U.  BA  63 
Lamar  U.BBA  71 

Georgia  State  U.  BBA  70 
U  of  Alabama,  BS  '57 

Wesleyan  C,  BA  '53 

U  of  Chicago,  MBA  76 

U  of  Pennsylvania,  MBA  '60 
NYU,  LLB  '56 

60 
60 

20 
20 

15 
15 

6 
14 

15 
8 
5 

18 
275 

NA 

31 

105 

531 

NA 

305 

Denison  U,  BA  '61 
DenisonU,  BA'61 

Lewis  &  Clark  College.  BS  '61 
Harvard.  AB  71 

Northern  Michigan  U,  BS  75 
US  Military  Acad,  BSCE  '62 
U  of  Michigan,  BA  77 

Harvard.  MBA  '64 
Harvard.  MBA '64 

MBA  73 

60 
51 

32 

14 

46 
60 
45 

18 

9 

19 

39 

24 

-37 

329 

154 

28 

George  Washington  U,  MA  76 

Total  return  is  based  on  Apr.  14  stock  price.  Return  < 
value  ot  $100  invested  in  the  stock,  divided  by  the  e 
^IA:  Not  available  or  not  applicable. 

overs  the 
nding  val 

tenure  ot 
uc  of  $1  inv 

he  executive  or  ten 
ested  in  the  market. 

year  period  for  individuals  in  office  longer  than  ten  years.  Relative  to  market  is  the  ending  j 
Company  founder.  2New  CEO;  less  than  six  months'  service. 
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nOMPiMY/HHIFF  FXFHIITIVF 

CEO 

AGE 

TENURE 

TOTAL  RETURN 

EDUCATION 

Rank 

page 

With 
company 

As 
CEO 

% 

Relative 

tomkt 

Undergraduate 

Graduate 

Suiza  Foods/Gregg  L  Engles 
Summit  Bancorp/T  Joseph  Semrod 

Sun  Microsystems/Scott  G  McNealy1 
Sunoco/Robert  H  Campbell 

SunTrust  Banks  L  Phillip  Humann 
Supervalu/Michael  W  Wright 

Sycamore  Networks/Daniel  E  Smith 
Symbol  Technologies/Jerome  Swartz1 

Synovus  Flnl/James  H  Blanchard 
Sysco/Charles  H  Cotros 

Tandy/Leonard  H  Roberts 
Target/Robert  J  Ulrich 

TCF  Financial/William  A  Cooper 

TD  Watorhouse  Group/Stephen  D  McDonald 

Tech  Data/Steven  A  Raymund 
TECO  Energy/Robert  D  Fagan 

Tele  &  Data  Systoms/LeRoy  T  Carlson  Jr 
Tellabe/Michael  J  Birck1 

250 
226 

234 
242 

226 

42 

63 

45 
62 

12 
19 

18 
40 

12 
19 

16 

9 

27 
13 

48 
2 

114 
69 

1,024 

28 

Dartmouth,  AB  79 
U  of  Oklahoma,  BA '58 

Harvard,  BA  76 
Princeton,  BSCE '59 

Yale,  JO  '82 
JD'63 

Stanford  U,  MBA  '80 
MIT,  MS  78 

MS '69 

JO '63 

54 
61 

31 
23 

2 
19 

-15 

8 

57 

43 

Auburn  U,  BS  '67 
U  of  Minnesota,  BA '61 

248 

262 
228 

226 
248 

260 
260 

50 

59 

2 

25 

2 

25 

NA 
39 

NA 
539 

Lehigh  U.BA  71 
CUNY  City,  BEE '61 

Harvard,  MBA  76 
Polytechnic  U,  PhD  '68 

LLB'65 
DePaul  U,  JD  74 

58 
62 

30 
40 

30 

_2 

21 
NA 

138 
NA 

U  of  Georgia,  BBA '63 
Christian  Bros  C  SA,  BS  '60 

51 
57 

7 
33 

1 

6 

104 
35 

223 
175 

U  of  Illinois,  BS  71 
U  of  Minnesota,  BA  '67 

226 
248 

234 
242 

262 
262 

56 
43 

15 
17 

15 
17 

27 
NA 

216 
NA 

Wayne  State  U,  BS  '67 

44 
55 

19 
1 

14 

1 

36 
NA 

428 
NA 

U  of  Oregon,  BS  78 
Dartmouth,  BA  '67 

Georgetown  U,  MS  '80 
ME '69 

53 
62 

26 
25 

14 
25 

11 
62 

59 
2,496 

Harvard,  BA  '68 
PurdueU,  BSEE'60 

MBA  71 
NYU,  MSEE'62 

Templo-lnlandVKenneth  M  Jastrow  II 
Tenet  Healthcare/Jeffrey  C  Barbakow 

Tenneco  Automotive/Mark  P  Frissora 
Teradyae/George  W  Chamillard 

Terayon  Communlcaflen/Zaki  Rakib1 

Texaco/Peter  1  Bijur 

Teiat  Instruments/Thomas  J  Engibous 

250 
252 

240 
234 

258 
242 
234 

52 

56 

44 
61 

16 
7 

4 
31 

_! 

7 

1 
3 

NA 
15 

NA 

78 

San  Jose  State  U,  BS  '66 

USC,  MBA '68 
MBA  70 

NA 

63 

NA 
243 

Ohio  State  U.BA  77 
Northeastern  U.  BA  '66 

41 
57 
47 

7 

34 
24 

7 
4 
4 

210 

8 

88 

517 

63 

510 

Ben-Gurion  U,  BS 
U  of  Pittsburgh,  BA '64 
Purdue  U.BSEE  75 

PhD 

Columbia,  MBA '66 

MSEE76 

Total  return  is  based  on  Apr.  14  stock  price.  Return  covers  the  tenure  of  the  executive  or  ten-year  period  for  Individuals  In  office  longer  than  ten  years.  Relative  to  market  is  the  ending 
value  of  $100  Invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Company  founder.  'New  CEO;  less  than  six  months'  service. 
NA:  Not  available  or  not  applicable. 
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page 
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Texas  Utilities/Erie  A  Nye 

242 

62 

40 

5 

7 

48 

Texas  A&M.BSEE  '59 

SMU,JD'65 

Textron/Lewis  B  Campbell 

225 
234 

53 

8 

2 

-10 

69 

Duke  U,  BSME '68 

3Com/Eric  A  Benhamou 

44 

13 

10 

38 

392 

Stanford  U,  MS  77 

Tlbco  Software/Vivek  Y  Ranadive1 
Time  Warner/Gerald  M  Levin 

258 
244 

41 

15 

15 

NA 

NA 

MIT.BSEE79 

Harvard,  MBA '83 

U  of  Pennsylvania,  LLB  '63 

61 

28 

8 

27 

180 

Haverford  C,  BA  '60 

Times  Mirror/Mark  HWilles 
TJX  Coi/Edmond  J  English 

244 

58 

5 

5 

35 

154 

Columbia,  AB  '63 

PhD  '67 

46 

17 

_2 

NA 

NA 

Northeastern  U 

B>-i ; 

TMP  Worldwide/Andrew  J  McKelvey1 
Torchmark/C  B  Hudson 

228 
256 

65 

33 

33 

87 

412 

Westminster  C,  BA  '56 

54 

26 

2 

-23 

44 

U  of  Oklahoma,  BS  '68 

Tosco/Thomas  D  O'Malley 
Toys  R'  Ui/ John  Eyler 

242 
260 

58 

12 

10 

17 

94 

Manhattan  C,  BBA  '63 

52 

_2 

_j 

NA 

NA 

U  of  Washington,  BBA 

Harvard,  MBA 

Trans  World  Airlines/William  F  Compron 
Transatlantic  Holding/Robert  F  Orlich 

52 

32 

1 

NA 

NA 

256 

52 

12 

6 

18 

78 

St  John's  U  NY,  BBA  '69 

MBA  75 

TransMontaigne,  Donald  H  Anderson 

242 
244 

52 
62 

1 
25 

1 

5 

NA 
23 

NA 

96 

Tribune/John  W  Madigan 

U  of  Michigan,  BBA  '58 

MBA '59 

Tricon  Global  Rest/David  C  Novak 

248 
226 

47 

14 

_2 

NA 

NA 

U  of  Missouri,  BA  74 

Truttmark/Rlchard  G  Hickson 

55 

3 

3 

13 

85 

U  of  Georgia,  BS  '68 

TRW/Joseph  T  Gorman 

TV  Guide/  Joe  Kiener 

Tyson  Foods/John  H  Tyson 

US  West/Solomon  DTrujIllo 

240 
244 

62 

32 

11 

11 

57 

Kent  State  U,  BA  '60 

Yale,  LLB  '62 

46 
46 

1 

7 

1 

_2 

NA 
NA 

NA 
NA 

TU  Darmstadt,  BS 
U  of  Wyoming,  BS  73 

PhD 
MBA  74 

250 
262 

48 

26 

5 

29 

127 

UAL/James  E  Goodwin 
Ultramar  Diamond/Jean  Gaulin 

262 
242 

55 

33 

1 

NA 

NA 

Salem-Teikyo  U,  BBA 

57 

11 

1 

2 

91 

U  of  Montreal,  BS  '67 

UMB  Financial  R  Crosby  Kemper 

226 

242 

73 

50 

30 

10 

50 

Unicom/John  W  Rowe 

54 

2 

2 

15 

103 

U  of  Wis  Madison,  BS  '67 

JD70 

Union  Carbide/William  H  Joyce 

232 
262 

64 

43 

5 

14 

65 

Penn  State  U,  BS  '57 

NYU,  PhD  '84 

Union  Pacific/Richard  K  Davidson 

58 

40 

3 

-9 

38 

Washburn  U,  BA  '65 

Union  Pacific  Roe/George  Lindahl  III 

242 
226 

53 

13 

1 

NA 

NA 

U  of  Alabama,  BS  '68 

Union  Planters/Benjamin  W  Rawlins  Jr 

62 

26 

16 

18 

101 

Vanderbilt  U.  BA  '61 

Georgia  State  U,  MBA  '69 

UnlonBanCal/Takahiro  Monguchi 
Unliye/Lawrence  A  Weinbach 

226 

234 

55 

31 

3 

9 

76 

Kobe  U,  BS  '67 

60 

3 

3 

20 

109 

U  of  Penn-Wharton,  BS  '61 

United  Auto  Group/Roger  Penske 
United  Parcel  Service/James  P  Kelly 

260 
262 

63 

1 

1 

NA 

NA 

Lehigh  U  '59 
Rutgers,  BA  71 

57 

36 

3 

NA 

NA 

US  Bancorp/John  F  Grundhofer 
US  Induitrlee/David  H  Clarke 

226 
236 

61 

10 

10 
8 

21 

130 

Loyola  U  (11),  BA '60 
HobartC.BA'65 

USC,  MBA '64 

58 

27 

5 

45 

United  Stationers  Randall  W  Larnmore 
United  Technologies  George  David 

228 
225 

53 

3 

3 

48 

185 

Swarthmore  C,  BA  '69 

Harvard,  MBA  71 

58 

25 

6 

26 

114 

Harvard,  BA '65 

U  of  Virginia,  MBA '67 

UnltedClobalCom  Gene  W  Schneider 
UnitedHealth  Group/William  W  McGuire 

244 
252 

73 
52 

11 

5 

46 

224 

12 

9 

27 

183 

U  of  Texas  Austin,  BA  70 

U  of  Texas  Galveston,  MD  74 

Unltrin/Rlchard  C  Vie 
Universal/Henry  H  Harrell 

256 
250 

62 

17 

8 

13 

69 

60 

34 

12 

6 

36 

Washington  &  Lee  U.AB  '61 

Univislon  Commun/A  Jerrold  Perenchio 
Unocal;  Roger  C  Beach 

244 
242 

69 

7 

7 

69 

307 

63 

39 

6 

3 

•uutttKIMf 

35 

Colo  School  Mines,  BS '61 

UnumProvident/ J  Harold  Chandler 
US  Airways  Group/Rakesh  Gangwal 

256 
262 

51 

7 

7 

-5 

22 
39 

Wofford  C.  BA  71 
Indian  Tech,  BS  75 

U  of  S  Carolina,  MBA  72 
U  of  Penn-Wharton,  MBA  79 

47 

16 

1 

-41 

US  Foodservice;  James  L  Miller 
USA  Network  Barry  Oilier 

248 
244 

51 

17 

11 

33 

143 
102 

Cornell  72 

58 

5 

5 

24 

USO/WilliamC-oote 

USInternetworking  Christopher  R  McCleary1 

236 
250 

49 

16 

4 

7 

57 

Williams  C.BA  73 

Harvard,  MBA  77 

47 

2 

2 

-8 

90 

U  of  Kentucky,  BS  77 

UST  Inc/Vincent  A  Gierer  Jr 

250 

52 

22 

6 

-2 

26 

lona  C,  BBA  '69 

Total  return  la  bated  on  Apr.  14  atock  price.  Return  < 
value  of  $100  Inveated  In  the  atock.  divided  by  the  e 
NA:  Not  available  or  not  applicable. 
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'New  CEO,  less  than  six  months'  service. 
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WE  DON'T  TEACH 


HE 


W  RUL 


OF  BUSINESS 


RITE 


It's  one  thing  to  analyze  the  vast  forces  of  change  in  business  today. 
It's  quite  another  to  have  the  vision  to  actually  drive  that  change.  From 
finance  to  marketing,  leadership  to  electronic  commerce,  Wharton's 
acclaimed  faculty  has  helped  to  shape  and  direct  the  trajectory  of  the 
global  economy  And  that  integrated  visionary  thinking  is  precisely  what 
makes  Wharton  Executive  Education  both  relevant  and  valuable.  Some 
of  the  best  minds  in  business  are  in  Wharton's  classrooms.  Join  them. 


Wharton 


Strategic  Alliances 

June  18-23,  2000 
November  12-17,  2000 

Executive  Team  Dynamics 

June  25-30,  2000 
November  5-10,  2000 

Web  Metrics:  Making  the  Most  of  Your 
E-Commerce  Data 

June  27-30,  2000 

Global  Market  Management 

July  30-August  4,  2000 
February  11-16,2001 

Aresty  Institute  of  Executive  Education 

FOR  A  COMPLETE  PORTFOLIO  OF  COURSES: 

215.898.1776  or  1.800.255.EXEC,  ext.2519 
http://wh-execed.wharton.upenn.edu/2519.cfm 
E-mail:  execed@wharton.upenn.edu 


Executive  education  that  works 


The  Wharton  School 
University  of  Pennsylvania 
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USX-Marathon/Thomas  J  Usher 

242 

57 

34 

5 

8 

52 

U  of  Pittsburgh,  BS  '64 

PhD  71 

USX-US  Steel/Thomas  J  Usher 
UtiliCorp  United/Richard  C  Green  Jr 

25S 
242 

57 

34 

5 

-4 

30 

U  of  Pittsburgh,  BS  '64 

PhD  71 

46 

24 

15 

10 

51 

SMU.BSBA76 

UTStarcom/Hong  Liang  Lu1 

Valero  Energy/William  E  Greehey 
Valley  Natl  Bancorp/Gerald  H  Lipkin 

Venator  Group/Dale  W  Hilpert 

262 
242 

45 

9 

9 

NA 

NA 

U  of  Cal-Berkeley,  BS 

63 
59 

37 
25 

26 
11 

14 
19 

71 
118 

St  Mary's  U.  BBA  '60 

Rutgers,  BA  '63 

NYU,  MBA '66 

226 
260 

56 

5 

1 

NA 

NA 

Ventro/Oavid  P  Perry1 
VeriSign/Stratton  D  Sclavos 

228 
258 

31 

3 

3 

NA 

NA 

U  of  Tulsa,  BS  '90 

Harvard,  MBA '97 

38 

5 

5 

245 

1,076 

U  of  Cal-Davis,  BS  '81 

Veritas  Software/Mark  Leslie 
VerticalHet/Mark  L  Walsh 

236 
258 

54 

10 

10 

115 

3,852 

NYU,BA'66 

Harvard,  MBA 

45 

3 

3 

116 

225 

Union  C.BA 

VF/Mackey  J  McDonald 
Viacom/Sumner  M  Redstone 

53 

17 

4 

2 

46 

Davidson  C,  BA  '68 

Georgia  State  U,  MBA  73 

244 

76 

14 

4 

23 

101 

Harvard,  BA '44 

LLB'47 

Viad/Robert  H  Bohannon 
Vignette/Gregory  A  Peters 

228 
258 

55 

7 

3 

13 

77 

Kensington  U,  BBA  '80 

40 

2 

2 

370 

535 

Rhodes  CBA  '82 

Vitesse  Semiconductor/Louis  R  Tomasetta1 

Virria  Technology/JoMei  Chang1 
VoiceStream  Wireless/John  W  Stanton 

Vulcan  Materials/Donald  M  James 

234 
258 

51 

13 

13 

51 

741 

MIT,  BSEE 

PhD 

47 

44 

6 

6 

6 
6 

NA 
NA 

NA 
NA 

Chiao  Tung  U,  BS 

Purdue  U,  PhD 

262 
236 

51 

8 

3 

30 

129 

U  of  Alabama,  BS  71 

UofVirginia.  JD'77 

Wachovia/Leslie  M  Baker  Jr 
Wal-Mart  Storei/H  Lee  Scott  Jr 

226 
260 

58 

31 

6 

14 

70 

U  of  Richmond.  BA '64 

U  of  Virginia,  MBA  '69 

50 

21 

_2 

NA 

NA 

Pittsburgh  State  U,  BS  71 

Walgreen/L  Daniel  Jorndt 
Warner-Lambert/Lodewijk  de  Vink 

260 
252 

58 

37 

2 

25 

113 

Drake  U,  BS  '63 

U  of  New  Mexico,  MBA  74 
American  U,  MBA  '69 

54 

12 

1 

NA 

NA 

Washburn  U,  BBA '68 

Washington  Federal/Guy  C  Pinkerton 
Washington  Mutual/Kerry  K  Killlnger 

226 
226 

65 

35 

8 

6 

40 

U  of  Washington,  BA  '59 

50 

24 

10 

21 

134 

U  of  Iowa,  BBA  70 

MBA  71 

Washington  Post/Donald  E  Graham 
Watte  Management/A  Maurice  Myers 

244 
228 

55 

29 

9 

11 

58 

Harvard,  BA  '66 

Cal  St  Fullerton,  BS'64 

Cal  St  Long  Beach,  MBA  72 

59 

1 

1 

NA 

NA 

Wateri/Douglas  A  Berthiaume 

252 

51 

20 

6 

73 

458 

U  of  Massachusetts,  BBA  71 

Weatherf  ord  Inrl/Bernard  J  Duroc-Danner 

242 

46 

13 

10 

21 

132 

webMethods/Phillip  Merrick' 
Webster  Financial/ James  C  Smith 

258 
226 

37 

4 

4 

NA 

NA 

U  of  Melbourne,  BS  '84 

51 

25 

13 

22 

149 

Dartmouth,  BA  71 

WellPoint  Health/Leonard  D  Schaeffer 
Weill  Fargo/Richard  M  Kovacevich 

252 
226 

54 

14 

14 

9 

50 

Princeton,  BA '69 
Stanford  U,  BS  65 

MBA '67 

56 

14 

7 

23 

123 

Weico  International/Roy  W  Haley 

234 

53 

6 

6 

NA 

NA 

Western  Resources/David  C  Wlttig 

242 

44 

5 

2 

-37 

36 

U  of  Kansas,  BSBA 

Westvace/John  A  Luke  Jr 
Wsyerhaeuser'Steven  R  Rogel 

250 
250 

51 

21 

8 

6 

42 

Lawrence  U  Wis,  BA  71 

U  of  Penn-Whartcn,  MBA  79 

57 

2 

2 

5 

77 

U  of  Washington,  BSChE '65 

I 

Whirlpool/David  R  Whitwam 

240 
250 

58 

32 

13 

10 

54 

U  of  Wis  Madison,  BS  '67 

1 

Willamette  Inds/Ouane  C  McDougall 

48 

20 

1 

6 

92 

Oregon  State  U.  BS  74 

Williams  Cos/Keith  E  Bailey 
Wilmington  Trust/Ted  T  Cecals 

242 
226 

58 

27 

6 

30 

158 

U  of  Missouri,  BS  '64 

1 

51 

21 

4 

14 

76 

Florida  State,  BS  71 

Wlnn-Dlxle  Stores/Allen  R  Rowland 

248 

56 

_! 

_! 

NA         NA 

Wireless  Facilltiss/Massih  Tayebi- 

262 

40 

6 

6 

NA 

NA 

U  of  Strathclyde  (UK),  MS 

PhD 

Wisconsin  Energy/Richard  A  Abdoo 
Wm  Wrlgley  Jr/Wtlliam  Wrigley  Jr 

242 
250 

56 

25 

9 

5 

35 

U  of  Dayton,  BSEE  '65 

U  of  Detroit,  MA  '69 

36 

15 

1 

-14 

78 

Duke  U,  BA 

Xerex/G  Richard  A  Thoman 

228 

55 

3 

1 

-56 

42 

McGIII.BA'66 

Tufts  U.  PhD  71 

Xlllnx/Wlllem  P  Roelandts 

234 

55 

4 

4 

60 

303 

Rijks  Hogere  Tech,  BSEE  '65 

Yahool/'Timothy  Koogls 

York  International/Michael  R  Young 

258 
232 

48 

5 

5 

154 

1.856 

U  of  Virginia,  BS  73 

Ph0  77 

55 

17 

-' 

NA 

NA 

U  of  Detroit,  BS  '68 

PhD  71 

Zlens  ■ancerp/Harris  H  Simmons 

226 

45 

19 

9 

33 

2B4 

UofUtah,  BA77 

Harvard,  MBA '80 

Total  return  it  based  on  Apr.  14  stock  price.  Return  c 
value  ot  $100  Invested  In  the  stock,  divided  by  the  e 
NA:  Not  available  or  not  applicable 
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Atlanta,  Georgia  •  June  4  -  8,  2000 

Exhibit  Dates:  June  6-8 


www.supercomm2000.com 


SUPERC0MM1 


Explore  the  Whole  World  of  Communications 


Special  Advertising  Section 


PART     1 


The 


Freedom 


Seeing  what  will  be,  SUPERCOMM  participants  can  determine  their  futures  in  a 

X 


Advances  in  communications  are  more 
than  an  FYI  for  business.  The  convergence 
of  voice,  data  and  video  via  the  Internet  is 
changing  the  foundation  of  the  economy. 

"Communications  and  the  ability  to 
have  more  information  immediately  is 

E  going  to  make  the  decision  of 
whether  your  business  is  suc- 
cessful or  not,"  says  Matthew 
Flanigan,  president  of  the 
Telecommunications  Industry 
Association  (TIA),  which  is  one  of  the  co- 
owners  of  SUPERCOMM  2000. 

His  counterpart  on  the  service  provider 
side,  Roy  Neel,  president  and  CEO  of 
the  United  States  Telecom 
Association  (USTA),  amplifies 
the  point. 

"This  is  the  most  impor- 
tant improvement  in  produc- 
tivity for  business,"  says  Neel,  "since 
the  computer." 

To  Neel,  "high-speed  business  data  ser- 
vices over  the  Internet  are  the  fundamental 
business  tools  in  the  early  21st  century." 

Flanigan  and  Neel  see  unprecedented 
services,  abetted  by  deregulation,  as  critical 
to  all  vertical  industries.  Hence,  Flanigan 
thinks  diat  today's  executives  should  famil- 
iarize themselves  with  the  technologies 
that  enable  e-business.  And  Neel  notes  that 
service  providers  stand  ready  to  educate 
businesses  about  this  transition. 

SUPERCOMM  2000  offers  this  kind 
of  firsthand  education.  From  June  4-8 
in  Atlanta,  GA,  some  50,000  service 


SUPERCOMM  2000,  the  premier  annual  communica- 
tions and  information  technology  exhibition  and 
conference,  will  explore  the  practical  implications  of 
current  and  anticipated  changes:  a  global  economy, 
powered  by  a  single  global  network;  and,  new  com- 
panies, industries  and  patterns  of  life,  generated  by  the 
convergence  of  the  Internet  and  wireless  networks. 


sracoMMi 


Explore  the  Whole  World  of  Communications 


providers,  communications  manufactunl 
and  enterprise  network  executives  vl 
try  to  anticipate  what  their  demandifl 


constituencies  want. 


Fortunately,  industry  leaders  will  gu^l 
them  through  plenary  keynotes  and  pan! 
as  well  as  special  fee-based  sessions,  spa 
sored  by  the  International  CommunicatiJ 
Association  (ICA)  and  the  Internatiol 
Engineering  Consortium  (IEC). 


Leadership  versus  the  technohv 
trap.    When    Richard    "Dick"    Bros 
became  chairman  and  CM 
of  Electronic  Data  Systai 
(EDS)  in  January  1999,  til 
was  a  sense  of  urgency.  Efl 
had  pioneered  the  IT  servfl 
business  and  long  maintained  the  nurrSi 
one  position.  But  in  the  mid-1990s,  Efl 
was,no  longer  the  front-runner.  By  ISM 
its  board  knew  that  drastic  change  wal 
the  essence  for  the  $18.5  billion  comp« 
"Incremental  change  doesn't  mall' 
difference,"  says  Brown.  "It  gets  trappeil 
the  noise.  It  isn't  worth  calories  spent  ofl 
You  need  bold  change.  And  people  >■ 
undertake  bold  change  can't  be  worl 
about  failure  and  distracted  by  processM 
Appropriately,  Brown  is  the  kic« 
keynoter  for  SUPERCOMM  2000,  wi 
he  will  face  an  audience  whose  ctaf 
dilemmas  he  understands  well.  His  cl 
munications  background  includes  \>m 
CEO  of  Illinois  Bell,  then  the  largest  I 
sidiary  of  Ameritech.  He  left  Bell  Sysm 
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o  become  an  executive  vice  president  of  supplies.  The  company  also  has  a  $1.5  bil- 
Iprint  because,  as  he  puts  it,  he  wanted  "to  lion  venture  fund  that  spots  and  helps  new 
arn  a  new  business  model."  This  learning      dot.com  companies. 


LUCENT 


ontinued  in  his  position  as  CEO  of  the 
JK's  Cable  &  Wireless,  which  he  helped 
urn  into  a  major  Internet  player. 

This  experience  has  taught  him  that 
he  solution  to  change  is  more  high  touch 
ban  high  tech.  Since  most  companies 
deploy"  technology,  technical  issues  can 
bscure  more  fundamental  problems. 

Looking  back  over  his  30-year  career, 
•rown  finds  that  "too  many  people  get 
apped  behind  technology." 

Brown  believes  that  this  technology 
ap  is  especially  true  in  the  services  area, 
here  leadership  should  be  paramount. 

While  many  companies  profess  leader- 
lip,  Brown  cites  three  elements  that  verify 
.  First,  there  is  superior  service.  Speed-to- 
arket  and  speed-to-service  offerings  are 
so  critical.  If  a  business  isn't 
'■  st  nowadays,  it's  not  good. 

"Finally,  there  must  be 
lagination  and  innovation," 
i  ys  Brown.  "The  most  fun- 
mental  ingredient  in  grow- 
t  g  a  business  is  creativity." 

To  get  his  people  working 

ward  these  aims,  Brown 

:quendy  e-mails  his  em- 

ayees,  ending  each  e-mail 

J  th   the   words    "Action, 

'"gency  and  Excellence." 

Brown  does  not  limit  his 

:•  nails  to  good  news.  His 

'•ling  is  that  people  are  not  afraid  of 

I  uige  but  of  the  unknown.  Unfiltered  facts 

•m   the   top   strike   at   the   heart   of 

S  fear.  The  company  then  becomes  one 
'%  erating  mechanism. 
I  Extending  this  proactive  leadership  to 
I  customers,  Brown  takes  an  in-depth 
^iroach  to  e-business  transformation. 
4  "We  encourage  companies  all  the  time 
■go  'e',"  says  Brown.  "It  doesn't  mean 
Siply  wrapping  your  business  with  an 
clernal  shell.  You  have  to  change  the 
■•cesses,  the  systems,  the  fulfillment 
:£  abilities,  the  very  way  you  do  business." 
dS  He  underscores  that  even  businesses  la- 
«hd  as  old  economy  can  enhance  them- 
:M  es  through  new  economy  capabilities. 
jlAn  example  is  the  company's  EDS 
I  ^Jext  subsidiary  that  helps  large  compa- 
dj :  use  e-commerce  to  leverage  their  pro- 
minent of  non-core  items,  like  office 


To  Brown,  the  Internet  is  for  real:  "a 
cost-free  distribution  channel  that  enables 
companies  to  control  their  future."  Or,  as 
he  jocularly  puts  it,  "the  Internet  is  an  elec- 
tronic data  system." 

You  ain't  seen  nothing  yet.  Ed  Zander 
jokes  that  when  he  grew  up,  he  got  "very 
good  with  the  remote  control 
on  a  television  set."  He  con- 
trasts this  technological  dex- 
terity with  the  "Internet 
ready"  seven-year-olds  who 
nonchalantly  "take  a  URL  down  and  surf 
the  Web."  As  interactive  devices  get  as  user- 
friendly  as  cell  phones,  an  always-on, 
always-there  Internet  will  change  the  lives 
of  upper  management. 

"Once  you  have  that," 
says  Zander,  "the  guys  like 
me  are  accessible,  mobile 
and  within  a  click  from 
my  customers,  employees 
and  suppliers." 

Zander,  who  is  presi- 
dent and  COO  of  Sun 
Microsystems,  gives  the 
Evening  Keynote  address 
at  SUPERCOMM  2000. 
Guiding  the  operations  of 
the  company  that  "put  the 
dot  in  dot.com,"  he  realizes 
how  to  deal  constructively 
with  this  new  information  onslaught  and 
personal  accessibility  "on  a  daily  basis  in 
managing  our  businesses." 

Zander  has  seen  that  technology  does 
not  slow  down  until  humans  master  its 
changes.  In  fact,  more  often  than  that, 
events  tend  to  bewilder  even  the  best  and 
the  brightest.  He  refers  to  the  industry 
rolling  along  in  1995,  "talking  about  NT 
and  desktops  and  PCs  and  upgrades,  and 
then  .  .  .  boom!  Within  12  months,  the 
Internet  happens  in  a  pervasive  fashion." 

Fortunately,  Zander  feels,  Sun  saw  the 
Internet  coming.  But  in  spite  of  foresight 
by  astute  companies,  no  one  fully  antici- 
pated the  "most  incredible  disruptive  sort 
of  technology"  that  has  swept  over  business 
in  the  past  three  years. 

"So  it  is  really  fun  to  watch,"  says 
Zander,  who  recalls  previous  disruptive 
influences  in  the  early  1 980s  when  the  first 


"Attendance  at 
SUPERCOMM  is  a 

must  for  your 
business-whatever 
it  is-to  stay  ahead 
of  the  market 
and  beat  your 
competitors." 

—  Matthew  Flanigan,  president  of 
the  Telecommunications  Industry 
Association  (TIA) 


Richard  A.  McGinn 
Chairman  &  CEO 
Lucent  Technologies 


Lucent  Technologies  is  a  leader  in 
a  global  communications  industry 
soon  to  be  worth  $800  billion  a  year. 

The  company  designs  and  deliv- 
ers the  systems,  software,  silicon 
and  services  for  next-generation 
communications  networks  for  service 
providers  and  enterprises.  Backed  by 
the  research  and  development  of  Bell 
Labs,  Lucent  focuses  on  high-growth 
areas  such  as  optical  and  wireless 
networks;  Internet  infrastructure; 
communications  software;  communi- 
cations semiconductors  and  opto- 
electronics; Web-based  enterprise 
solutions  that  link  private  and  public 
networks;  and  professional  network 
design  and  consulting  services. 

World-renowned  Bell  Labs  receives 
more  than  three  patents  every  busi- 
ness day. 

Based  in  Murray  Hill,  NJ,  Lucent 
has  more  than  153,000  employees 
worldwide  -  about  one-quarter  of 
them  based  outside  the  U.S.  -  and 
has  offices  or  distributors  in  more 
than  90  countries  and  territories.  Bell 
Labs  has  a  presence  in  20  countries. 

For  the  fiscal  year  ended  Septem- 
ber 30,  1999,  its  third  as  an  indepen- 
dent company,  Lucent  had  $38  billion 
in  revenues,  an  increase  of  23%  over 
the  previous  year. 

In  the  U.S.,  Lucent  is  the  number 
one  supplier  of  voice  switching 
systems  for  large  business,  wireless 
systems  for  businesses,  small-business 
systems,  and  voice  services  and  sup- 
port. Internationally,  the  company 
ranks  number  one  in  call  centers, 
messaging  Asynchronous  Transfer 
Mode  (ATM)  access  and  Internet  Pro- 
tocol telephone  products  and  services. 


Lucent  Technologies 

Bell  Labs  Innovations 
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can  be  the  hub  of  activity. 


The  idea  of  working  in  an  office  has  just  become  antiquated. 
Now  that  Alcatel  has  delivered  the  full  potential  of  voice-data 
convergence,  ideas  such  as  single-line  Internet  access  to 
e-mail,  voicemail,  fax,  and  PBX  services;  a  single  number  that 
reaches  you  wherever  you  are;  and  complete  teleworker 
integration  are  changing  the  way  people  get  their  work 
done.  As  well  as  where  they  get  it  done.  Alcatel.  Pioneer 
in  enterprise  network  convergence.  www.OmniPCX.com/ads 


ALCATEL 


ARCHITECTS    OF    AN    INTERNET    WORLD 
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Nx  NETWORKS 


Steven  Francesco 
Chairman  &  CEO 
Nx  Networks 


As  the  technologies  that  provide 
for  true  convergence  of  services 
continue  to  evolve,  businesses  con- 
tinually need  to  search  for  secure  and 
effective  ways  to  improve  their  com- 
munications offerings  with  respect  to 
remote  workforces  and  productivity, 
as  well  as  deriving  cost  savings. 
Today,  many  companies  are  demand- 
ing the  services  of  Voice  over  Virtual 
Private  Networks  (VoVPNs)  as  practical 
and  mission-critical  business  solutions. 

Nx  Networks  (Nasdaq:  NTRX), 
headquartered  in  Herndon,  VA,  is 
the  leading  provider  of  VoVPN 
solutions,  serving  a  range  of  cus- 
tomers, including  service  providers, 
multinational  corporations  and 
government  agencies  in  over  60 
countries  worldwide. 

N*  Networks  combines  decades  of 
experience  with  Voice  over  Internet 
Protocol  (VoIP)  technology,  with 
proven  expertise  in  secure  Virtual 
Private  Networking  (VPN).  The  result 
is  the  industry's  first  VoVPN  solution 
providing  corporations  all  of  the 
advantages  and  benefits  of  a  fully 
integrated  communications  network. 

In  addition,  N*  Networks  has  also 
created  a  diverse  solution  portfolio 
that  gives  customers  the  flexibility 
and  performance  of  high-speed 
VoIP,  frame  relay  and  DSL,  all  in  a 
secure  network  environment,  com- 
plemented with  the  management 
solutions  needed  to  operate  these 
networks  effectively. 


Networks 


Apple  computer  surprised  producers  of 
large  word  processors  and  electric  type- 
writers. "No  matter  how  smart  we  are,  we 
don't  necessarily  get  it  right.  Somewhere 
in  the  world  right  now  there  are  a  lot  of 
smart  people  working  on  a  major  dis- 
ruptive technology." 

Some  of  those  bright  folks  just  might 
be  at  Sun.  Zander  mentions  that  the  com- 
pany is  exploring  such  areas  as  the  merging 
of  biology  and  science  in  building  storage 
devices.  Then  there  is  the  application  of 
quantum  physics,  which  can 
make  today's  fastest  com- 
puters look  slow. 

The  more  immediate 
challenge,  however,  is  "to 
marry  the  bright  people 
who  understand  technology 
with  the  pragmatic  business- 
people."  Only  then  can  a 
company  "trade  off  the 
current  success  with  the 
disruptive  technology  that 
impedes  you  from  growing 
five  years  out."  Sun  per- 
formed this  feat  when  it 
moved  away  from  being  a  workstation 
company,  leaving  many  of  its  peers  behind. 

Zander  believes  that  e-commerce  will 
disappear  as  a  distinct  idea.  All  businesses 
will  have  to  realize  that  their  customers  are 
a  click  away.  The  "bricks"  (traditional 
brick-and-mortar  companies)  who  get  it 
will  succeed.  And  some  of  the  new  "clicks" 
(dot. corns),  while  their  high  stock  valua- 
tions may  prove  ephemeral,  may  join  the 
ranks  of  solid  ROI  businesses.  Even  in  the 
California  Gold  Rush  of  1849,  some  came 
away  with  gold.  And  soaring  capitalizations 
should  not  obscure  a  fundamental  shift 
in  business. 

"The  Internet  will  make  the  PC  pale  in 
comparison  in  terms  of  its  impact  on  soci- 
ety," says  Zander.  He  likens  its  historic  dis- 
ruption to  the  printing  press,  electricity 
and  the  automobile. 

He  adds,  "We  ain't  seen  nothing  yet." 

Avoiding  the  "spectrum  drought." 

FCC  Chairman  William  Kennard  envi- 
sions "a  network  of  networks, 
giving  American  homes  the 
option  of  many  digital  ser- 
vices, including  cable,  DSL, 
wireless,  satellite  and  broad- 
cast." But  there  is  a  caveat. 


"SUPERCOMM  is 

the  only  'Show  of 

Convergence' . . . 

as  computers  and 

telecommunications 

have  now 

truly  merged." 


—  Roy  Wee/,  president  and  CEO 
of  the  United  States  Telecom 
Association  (USTA) 


"Without  increased  availability  of  m 
wireless  spectrum,"  says  Kennard,  a  plen 
panel  keynoter  at  SUPERCOMM  20 
"my  vision  will  be  hard-pressed  to  beco 
a  reality." 

Since  new  technologies  are  consum 
spectrum  faster  than  availability,  Kenn 
foresees  the  "danger  of  a  spectr 
drought."  One  solution  is  to  increase  sp 
tral  efficiency  by  creating  fluid  seconc 
markets  for  short-term  needs  like  a  m; 
sporting  event. 

Kennard  sees  a  bluri 
in  the  communications 
dustry  between  so-called 
and  new  economies. 

"Incumbents  are  ac 
like  startups,"  says  Kenn 
"and  portions  of  the  e-c 
panies  are  firmly  roote 
the    infrastructure." 
result,  he  feels,  may  I 
"new,  new"  economy 
produces  "something  t 
original  and  filled  with! 
portunity  for  American* 
Kennard's     panel! 
SUPERCOMM     will     highlight  | 
challenges  for  regulators  in  accelerating 
growth  of  telecommunications  mail 
around  the  world.  The  panel  will  incj 
colleagues  from  regulatory  agencies  ii  in 
Asia-Pacific  region. 

Along  these  lines,  in  June  1999H 
chairman  announced  an  initiative  to  1 
ner  with  telecommunications  leaders  ifl 
developing  world.  Since  then,  the  FC(fl 
entered  into  work  programs  with  sefl 
African  countries  that  "embraced  coiflj 
tition  as  a  method  for  expanding  acoH 
telecommunications." 

Speaking  in  Peru  this  past  MB 
Kennard  took  the  initiative  to  !■ 
America,  encouraging  sharing  of  infcBJ 
tion  and  experience.  He  applauded 
region's  "historic  market-opening  efM 
and  he  reiterated  that  a  truly 
information  infrastructure  requires 
sponding  infrastructures  throughoi 
developing  world. 

"We  have  to  make  sure,"  he  saidj 
all  of  the  world's  economies,  deve| 
and  developing,  are  connected."  He 
indicated  that  his  vision  for  the  next  I 
in  this  worldwide  transition  is  "ubiqil 
access  to  broadband  capacity." 

To  develop  this  ubiquitous  broad 
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letworks  have  everyone  talking.  Were  enabling  new  applications 
and  services,  including  secure  voice  and  data  over  the  Internet.  So,  service  providers  can  ease  deployment, 
lower  access  costs  and  improve  operational  efficiencies.  As  the  world  turns  to  IP,  turn  to  the  worldwide 
provider  of  VoIP  technology.  We'll  make  sure  you  don't  miss  a  word.  Log  on  to  www.nxnetworks.com/forbes 
and  we'll  tell  you  more. 


Networks 


75%  of  your  profit  is  coming  from  30%  of  your  customers. 
Are  you  giving  them  your  100%? 


oducing  Relationship  Technology™  Solutions  from  NCR,  the  power  to  know. 
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Relationship  Technology  Solutions.  When  you  have  them,  you  can  provide  the  level  of  service  those  high- 
value  customers  deserve.  With  a  single,  integrated  customer  view,  you  can  offer  the  right  products 
and  services  to  the  right  customers,  at  the  right  time.  That's  the  awesome  power  of  a  Teradata' Active 
Data  Warehouse  from  NCR.  Eight  of  the  top  ten  most  admired  telecommunications  companies*  use  a 
Teradata  Active  Data  Warehouse  to  recognize  patterns,  reduce  churn,  identify  opportunities  and 
make  their  customer  relationships  more  powerful  and  profitable.  So  if  you  want  to  better  connect 
with  your  customers,  visit  www.teradata.com  today  and  get  your  Teradata  Knowledge  Pack.  We  give 


you  the  power  to  know. 


GO  NCR 
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Ned  Barnholt 
President  &  CEO 
Agilent  Technologies 


Agilent  Technologies,  Inc.  (NYSE: 
A)  is  a  diversified  technology  compa- 
ny, resulting  from  Hewlett-Packard 
company's  plan  to  strategically 
realign  itself  into  two  fully  inde- 
pendent companies.  With  42,000 
employees  serving  customers  in  more 
than  120  countries,  we  are  a  global 
leader  in  designing  and  manufacturing 
test,  measurement  and  monitoring 
instruments,  systems  and  solutions, 
and  semiconductor  and  optical 
components.  The  company  serves 
markets  that  include  communica- 
tions, electronics,  life  sciences  and 
health  care.  The  businesses  compris- 
ing Agilent,  a  subsidiary  of  HP, 
had  net  revenues  of  more  than  $8.3 
billion  in  fiscal  year  1999. 

Information  about  Agilent  Tech- 
nologies can  be  found  on  the  Web 
at:  www.agilent.com. 


Agilent  Technologies 

Innovating  the  HP  Way 


he  noted  that  "we  must  create  transparent, 
effective  regulatory  regimes  that  ensure 
full  competition." 

Within  his  own  immediate  arena  of 
responsibility,  Kennard  emphasizes  this 
same  theme  of  broadband  access. 

As  chairman  of  the  FCC,  he  says,  "I 
am  doing  all  I  can  to  bring  America  into 
the  broadband  Internet  age.  Americans  are 
so  excited  about  the  Internet  that  they 
want  more  of  it,  and  more  quickly." 

In  this  regard,  he  laments  the  fact 
that  average  U.S.  Internet  users  spend 
25  hours  a  year  waiting  for  Web  sites 
to  download. 

But  he  also  acknowledges  that  all  of 
these  changes,  whether  pertaining  to  old 
or  new  economies,  are  only  in  the  begin- 
ning stages. 

"If  the  Internet  age  is  a  marathon,"  says 
Kennard,  "we  are  only  a  few  meters  into  it. 
It  is  far  too  early  to  divide  the  players  into 
old  and  new  and  winners  and  losers." 

As  the  race  goes  on,  Kennard,  who  as- 
sumed his  four-year  leadership  of  the  FCC 
in  1997,  is  optimistic. 

"The  choices  for  the  American  public 
have  never  been  greater,"  he  says.  "And  the 
prospects  for  America's  telecommunica- 
tions have  never  been  brighter." 

The  Lucky  top  ten.  Forecasting 
isn't  what  it  used  to  be.  "The  Internet  is 

B  almost  a  social  invention," 
says  Robert  Lucky,  corpo- 
rate vice  president  of  Telcor- 
dia Technologies  (formerly 
Bellcore). "It  keeps  redefining 
itself  every  day.  And  every  time  the 
telephone  company  has  tried  to  make  its 
own  definition  of  the  future,  it's  been 
off  base." 

Lucky,  who  also  chairs  the  FCC  Tech- 
nical Advisory  Committee,  concludes  that 
"in  a  world  where  there's  exponential 
change  in  technology,"  predicating  your 
plans  on  what  you  think  the  future  appli- 
cation will  be  "usually  turns  out  to  be 
a  mistake." 

You  might  expect  the  keynoter  for 
SUPERCOMM's  closing  address,  a  spot 
in  recent  years  handled  by  George  Gilder 
and  John  Naisbitt,  to  be  more  definitive 
about  "what  will  be."  Yet  Lucky's  vision,  a 
profound  result  of  years  of  invention 
dating  back  to  his  days  at  Bell  Labs,  takes 
a  lighter  tack. 


In  fact,  in  Letterman-like  style,  Luci 
can  easily  rattle  off  his  top-ten  list> 
telecommunications  trends  in  ascendi] 
order.  An  example  is  number  eight,  wh  i 
he  calls  the  "Meteorology  of  the  Net." 

While  Lucky  questions  whether  i 
Internet  is  understandable  in  its  entire 
like  the  weather,  it's  too  huge,  amorph>t 
and  changing.  But  people  are  provid^ 
weather  reports  for  the  Net,  show  j 
storms  and  pinpointing  congesti  i 
Lucky  finds  this  effort  fascinating,  esjj 
daily  because  of  what  it  reveals  about  a 
world  economy. 

"This  is  a  real-time  event  happens 
out  there,"  says  Lucky.  "You  can  I 
the  economic  activity  on  the  network 
terms  of  real-time  flows  of  data."  Si 
measurements  may  have  value  in  unci 
standing  economic  behavior.  He  pointi 
companies  like  Cisco  that  aim  atl 
ultimate  objective  of  having  all  finani 
performance  data  available  on  an  upa 
the-minute  basis. 

Lucky's  definition  of  next-generaill 
networks  occupies  the  third  spot  oni 
chart.  "I  would  like  to  have  therrl 
number  one,"  admits  Lucky,  "because! 
a  telecom  guy."  But  the  "packet-izatio fl 
the  traditional  networks"  to  replace  dill 
switching  is  happening  slower  tharT 
had  hoped. 

Number  two  is  the  Wireless  Rev 
tion,  particularly  in  regard  to  data.  ^ 
wireless  capacity  possibly  doubling  i 
nine  months,  Lucky  sees  endless  possi 
ties  and  a  whole  new  way  of  thinking, 

"Wireless  always  seemed  like  the 
cousin  in  the  past,"  comments  Lu 
"and  now  wireless  is  flexing  its  mui 
saying,  'I  can  do  everything.'  You  c 
need  wires  anywhere,  at  least  in 
access  network." 

What  is  number  one?  It's  Appli 
Networks,  having  everything  connect<j 
the  network  or,  as  the  MIT  MediaJ 
puts  it,  "Things  that  think,  blink.' 

Lucky  jokingly  refers  to  his 
invention  as  the  "dog  cam."  He  pij 
camera  on  the  head  of  his  dog  and  tj 
wherever  he  is,  he  can  tune  into  wha 
canine  is  viewing. 

Lucky  even  generalizes  the  con| 
legislating  it  for  all  dogs  and  adding  '1 
"Then,  whenever  anything  is  happenii 
the  world,  you  just  find  the  nearesij 
and  tune  it  in." 
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Sign  up  today  at  www.deltathree.com 

and  start  making  FREE  unlimited  calls  from  your  PC 

to  any  phone  in  the  United  States  or  Canada. 


deltathree.com 
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Agilent  Technologies.  Inc.  2000 


iext  Internet  is  under  construction.  Pardon 


just  five  years,  the  Internet  will  have 


andle  twenty  times  more  traffic.  So  Agilent 


Iready  providing  technologies  that  will 


it  do  exactly  that.  Creating  a  high-speed, 


i-capacity  Internet  that  was,  until  today,  just 


;>•;.     Agilent  Technologies 

'"  •  ""•     Innovating  the  HP  Way 


Agilent  Technologies  is  a  new 

orised  of  the  former 
test  and  measurement,  t 
semiconductor  compone 
products  businesses   www.agilent.com 
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PART     2 


Profiting  from 


the  leaders  who  can  transform  your  business. 


Several  years  ago,  communications  shifted  from  the 
back  room  to  the  boardroom.  But  in  this  millennial 
year,  the  business  world  has  taken  a  larger  step. 


SUPEROOMMB 


Explore  the  Whole  World  of  Communications 


Convergence,  a  single  pipe  for  bundling 
voice,  data  and  video,  is  becoming  a 
pervasive  reality.  Those  who  make  forward- 
thinking  choices  about  networks  will  have 
an  advantage  over  those  who  lag  behind. 
The  purpose  of  SUPERCOMM  2000  is  to 
make  those  choices  apparent  and  thereby 
assist  public  and  private  networks  in  their 
far-reaching  decisions. 

"SUPERCOMM  is  the  only  'Show  of 
Convergence',"  says  Roy  Neel,  "as  com- 
puters and  telecommunications  have  now 
truly  merged." 

Matthew  Flanigan  adds,  "Attendance 
at  SUPERCOMM  is  a  must  for  your  busi- 
ness, whatever  it  is,  to  stay  ahead  of  the 
market  and  beat  your  competitors." 

AT  YOUR  SERVICE 

Serving  the  miners  in  the  gold  rush. 

Royce  Holland,  Allegiance  Telecom  chair- 
man and  CEO,  sees  applica- 
tion services  as  the  next  major 
trend  for  bringing  smaller 
businesses  into  e-competition. 
"We're  kind  of  like  Levi 
Strauss  was  back  in  the  California 
Gold  Rush,  providing  the  picks,  shovels 
and  clothing  to  the  gold  miners,"  says 
Holland.  "And  the  gold  miners  are  the 
content  people." 

These  software  providers  can  take  you 
into  e-business,  which  Holland  feels  is  just 
emerging  from  the  early  adopter  stage. 

"Business-to-business  e-commerce  is 
about  where  the  use  of  Web  browsers  was 
in  1995,"  says  Holland.  "That's  the  year 
Netscape  went  public." 

Now  Holland  feels  that  a  phalanx  of 
competitive  carriers  are  the  ones  to  pull  off 
a  massive  leveling  of  the  playing  field. 


Holland  has  leveled  playing  field 
his  own.  He  is  recognized  as  one  of 
founding  fathers  of  telecommunicati 
deregulation.  His  work  on  Capitol  Hil 
the  1980s  helped  pass  the  landm 
Telecommunications  Act  of  1 996.  Anc 
former  company,  MFS  Communicati 
became  one  of  the  first  competitive  1 
exchange  carriers  or  CLECs.  Holland  i 
MFS,  along  with  his  later  acquisit 
UUNET,  to  WorldCom  (now  rv 
WorldCom).  But  Holland  is  not  on 
stop  with  successes.  In  1998,  he  stai 
Allegiance  Telecom,  a  company  foci 
on  nationwide  service  to  the  busil 
customers  in  America's  major  me 
politan  areas. 

Holland  is   enthusiastic  about 
potential  of  the  entire  industry,  as  we 
his  new  business-to-business  (B2B)  c 
petitive  carrier.  He  feels  that  there  is  n 
for  many  competitors  to  make  it  o 
expanding  horizon. 

The  vision   of  building  a  gi 

Covad's    President    and    CEO    Ro 

a  Knowling  has  a  vision  fo 
company  .  .  .  and  you 
"I  want  to  create  su 
franchise,"  says  Know 
"that  people  cannot 
the  right  Internet  experience  wit 
touching  Covad." 

Knowling   cites   Cisco   CEO 
Chambers  as  an  example.  "I've  seen 
turn  a  popcorn  stand  into  something 
some,"  says  Knowling. 

Now  he  sees  Covad,  the  lead* 
wholesale  DSL  solutions,  as  poised  to 
advantage  of  several  major  trends  ove 
next  18  months.  First,  broadband 


" 
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;t  become  a  reality.  Second,  the  great 
plications  and  content  that  have  been 
omises,  such  as  streaming  video  and 
dio,  will  happen.  Then,  in  the  third 
lase,  convergence  will  bring  simultane- 
is  capabilities  to  the  desktop.  The 
erage  person  will  be  able  to  write  e-mails 
lile  listening  to  a  sportscast,  watching  a 
ovie  and  monitoring  ticker  tape  running 
ross  the  screen. 

Knowling  does  see  a  drawback  to  this 
dization  of  Net  potential. 

"The  frightening  thing  to  me,"  says 
cowling,  "is  we  will  create  a  divide 
tween  those  who  have  access  to  these 
at  capabilities  and  those  who  don't." 

To  avoid  this  digital  divide,  education 
ist  keep  pace  with  business  and  broad- 
nd  services,  like  VCR  and  PC.  It  must 
low  typical  technology  progression  from 
siness-to-consumer  (B2C)  markets. 

As  chairman  of  the  Industry  Committee 

the  Information  Technology  Association 

America,  Knowling  is  addressing  the 

suitable  participation  of  minorities  in 

i  ;h-tech  education  and  employment. 

A  world  turned  on  its  head.  John 
\  Igmore  likes  to  quote  the  fact  that  the 
Internet  backbone  bandwidth 
has  been  growing  at  8  to  10 
times  per  year. 

"The  focus  in  the  tech- 
nology world,"  says  Sidgmore, 
i  z  chairman  of  MCI  Worldcom  and 
:  irman  of  UUNET,  "is  on  building  net- 
»  ks  that  are  large  enough  to  handle  that. 
\  t  communications  world  is  completely 
i  led  on  its  head  because  the  demand  is 
•%  driven  by  the  Internet." 
Why  will  capacity  increase  at  this  rate? 
I.eo  applications  are  going  to  expand 

I  lyfold,  and  wireless  computing  devices 
»  be  talking  with  one  another. 

.  While  videoconferencing  was  the  big 
ijjf  the  1964  World's  Fair  in  New  York, 

I I  costs  (about  $500,000  a  month)  have 
iri{  'ented  its  routine  use.  Now  broadband 

r  met  will  finally  make  it  feasible. 

"Voice  browsers  will  bring  a  new 
[(^ration  of  users  to  the  Internet,"  says 
c|;more.  He  describes  driving  behind 

:  dule  to  the  airport  and  ordering  your 
.&  s  browser  to  get  you  on  another  flight, 
tl/oice  commands  will  also  initiate 
4  puter-to-computer  applications  that 
:«j|  shop  the  Web  for  you.  Obviously, 


these  intelligent  agents  "won't  care  what 
sites  look  like,"  comments  Sidgmore. 

Instead  of  luring  surfers,  e-commerce 
sites  will  bargain  on  price  and  delivery 
date,  a  trend  that  Sidgmore  feels  may  lower 
the  first  and  speed  the  latter. 

"The  Internet  works  fundamentally," 
says  Sidgmore,  "because  it's  the  only  place 
in  the  world  where  you  have  a  chance  to 
get  ubiquitous  access." 

A  magical  combination  for  business. 

While  business-to-consumer  e-commerce 
has  received  most  of  the 
publicity,  Duane  Ackerman 
believes  the  real  potential 
is  business-to-business.  He 
quotes  Forrester  Research's 
estimate  that  B2B  will  grow  to  $  1 .3  trillion 
by  2003,  putting  the  vast  majority  of 
transactions  between  businesses  on  an 
e-commerce  platform. 

Ackerman,  chairman  and  CEO  of 
Bell  South,  the  host  organization  for 
SUPERCOMM  2000,  sees  this  migration 
as  a  tremendous  opportunity  to  increase 
distribution  and  reduce  costs. 

"That  is  a  magical  combination  for 
business,"  says  Ackerman,  encouraging  all 
companies  to  take  advantage  of  it. 

"There  has  arguably  been  no  single 
phenomenon  in  the  history  of  mankind 
that  has  had  such  a  rapid  and  far-reaching 
impact  on  the  world  as  the  Internet," 
says  Ackerman. 

Ackerman  cautions  companies  new 
to  the  e-world  not  to  try  an  overnight, 
total  transformation. 

Instead,  he  advises,  "Pick  out  one 
piece  of  your  business  and  move  quickly 
to  dot.com  that  segment."  The  impor- 
tant thing  is  to  do  something  now, 
whether  it  is  an  "e-store"  or  automating 
a  supply  chain. 

"Above  all,"  he  adds,  "don't  be  shy 
about  incorporating  successful  approaches 
used  by  others." 

WIRELESS  NETWORKS  FOR 
A  FREER  WORLD 

Rolling  out  fast  access  . . .  fast.  In  late 
October  1998,  Teligent  began  installing 
small  rooftop  microwave  an- 
tennas on  office  buildings. 
The  company's  goal  was  to 
provide  high-speed,  low-cost 
communications  services  for 
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Noam  Bardin 
President  &  CEO 
deltathree.com 


As  one  of  the  original  innovators 
of  the  Internet  Telephony  movement, 
deltathree.com  (Nasdaq:DDDC)  now 
handles  17%  of  the  world's  Internet 
telephony  traffic.  With  one  of  the 
largest  private  networks  dedicated 
solely  to  Voice  over  Internet  Protocol, 
deltathree.com  currently  routes 
Internet  telephony  traffic  from  more 
than  1.7  million  subscribers  in  over 
160  countries,  including  11  interna- 
tional telecommunications  carriers. 

deltathree.com  offers  a  broad 
range  of  global  Internet  telephony 
services,  ranging  from  e-commerce 
solutions  to  applications  for  the 
everyday  consumer.  Currently 
in  use  on  CNET's  Shopper.com 
site  and  Yahool's  Phone  Booth, 
deltathree. corn's  ClickIT  technology 
lets  visitors  to  an  e-commerce  site 
speak  directly  to  customer  service 
representatives  with  just  a  click. 
Access  a  virtual  office  with  D3Box, 
a  unified  message  system  that 
aggregates  e-mail,  voice  mail  and 
faxes  in  one  inbox,  accessible  online 
or  by  phone  from  anywhere  in  the 
world.  Make  free,  unlimited  phone 
calls  to  the  U.S.  and  Canada 
with  deltathree. corn's  free  PC-to- 
Phone  service. 


deltathree.com 
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NCR 


Lars  Nyberg 
Chairman  &  CEO 
NCR 


NCR  is  a  world  leader  in  providing 
Relationship  Technology™  solutions. 
These  solutions  deliver  the  intelli- 
gence companies  need  to  compete  in 
today's  networked  economy  and 
allow  communications  companies  to 
quickly  and  economically  maximize 
customer  retention,  acquisition 
and  profitability. 

NCR's  Relationship  Optimizer 
marketing  automation  application 
paired  with  NCR  Teradata  Active 
Data  Warehouse  produces  a  power- 
ful relationship  engine,  allowing 
marketing  managers  to  analyze  and 
actively  detect  unique  opportunities 
to  delight  customers.  The  solution 
allows  companies  to  capitalize 
on  these  opportunities  through 
consistent,  relevant,  timely  and  per- 
sonalized communications  via  its 
multiple  sales  channels,  including 
Web,  call  center  and  kiosk. 

NCR  helps  leading-edge  compa- 
nies around  the  planet  transform 
transactions  into  relationships.  In 
fact,  the  world's  most  prestigious 
communications  companies  use  NCR 
Relationship  Technologies  to  power 
their  knowledge  and  help  them 
form  profitable,  enduring  relation- 
ships with  their  customers,  suppliers 
and  partners. 

To  learn  more  about  NCR  Rela- 
tionship Technology™  Solutions,  visit 
our  Web  site  at:  ncr.com. 


NCR 


Transforming  Transactions 
into  Relationships 


small  and  midsized  businesses.  And  they 
wanted  to  do  it  as  quickly  as  possible. 
Within  14  months,  they  had  launched  40 
markets  with  7,000  buildings  and  10,000 
customers.  Teligent  had  set  a  record  for 
new,  facilities-based  local  communica- 
tions companies.  And  the  architect  was 
Keith  Kaczmarek. 

Kaczmarek,  who  began  his  engineer- 
ing career  with  GTE  in  the  1980s,  has 
long  seen  a  connection  between  wireless 
and  data.  As  Teligent's  senior  vice  presi- 
dent for  the  Enterprise  Group,  he  sees 
wireless  Internet  as  a  logical  evolution  of 
both  technologies.  He  clearly  views 
the  next  major  focus  as  the  last  mile. 
Fixed  wireless  ranks  among  the  chief  tech- 
nologies to  open  up  this  access  to  the 
business  office. 

In  this  task,  the  different  local  loop 
technologies  are  complementary.  The  key 
issue,  according  to  Kaczmarek,  is  architec- 
ture. Many  different  parameters,  such  as 
capacity,  distance,  cost  and  speed-to- 
market  determine  the  right  technology  for 
a  specific  user. 

Teligent,  which  defines  itself  as 
a  global  service  provider,  opted 
for  fixed  wireless  largely  for  its  fast 
launch  advantage. 

"You  can  really  deploy  it  very  quickly," 
says  Kaczmarek.  "You  don't  dig  up  the 
street.  You  don't  have  to  rely  on  the 
existing  copper  network." 

Teligent's  recent  performance  attests 
not  only  to  the  speed  of  broadband,  but  to 
the  rapidity  of  its  deployment. 

Frictionless  business.  Nathan  Kantor 
sees  a  profound  effect  of  technology  on  the 
business  landscape. 

"For  the  first  time  in 
history,"  says  Kantor,  CEO 
and  chairman  of  Winstar, 
"the  small  and  medium- 
sized  businesses  have  an  opportunity  to 
provide  leadership."  Because  of  technol- 
ogy, these  firms,  which  are  Winstar's 
sweet  spots,  can  have  the  look  and  feel  of 
a  large  company. 

No  longer  must  a  small  company 
painstakingly  open  up  distribution  chan- 
nels and  establish  sales  regions.  Instead, 
it  can  now  use  the  Internet  for  large-scale 
distribution  that  would  Otherwise 
be  impossible.  Kantor's  objective  is 
to  give  the  entrepreneur  a  tremendous 


competitive  advantage. 

Winstar  helps  its  audiences  levers 
technology  in  three  parts. 

First,  Kantor  advocates  "frictionl 
business,"  helping  businesses  become  m 
productive  by  providing  applications  a 
solutions.  These  services  range  from  lo 
area  networks  and  database  managerm 
to  consultation  and  Web  site  design, 
example  is  Winstar's  "Office.com"  busir 
center,  which  has  full  e-commerce  capa 
ities  for  smaller  businesses. 

Second,  the  company  is  buildin 
proprietary,  facilities-based,  global  ei 
to-end  network  that  links  these  appli 
tions.  This  network  uses  point-to-pc 
and  point-to-multipoint  fixed  wirel 
which  Kantor  terms  "wireless  fiber." 
estimates  that  some  60%  of  Ameri 
businesses  are  prospects  for  this  typ< 
access  solution. 

"The  third  element  that  I  love  to  I 
about,"  says  Kantor,  "is  that  we  do  all 
that  with  a  passion  for  our  customers  I 
customer  satisfaction." 

An  interesting  collaborative  examp 
Lucent,  which  provides  much  of  the  t( 
nology  for  Winstar's  network.  In  turn, 
telecom  giant's  Chicago-based  Bell  I 
depend  on  a  Winstar  wireless  networ 
connect  their  facilities. 

Mixing    fiber    with    air.    Dei 

O'Connell  believes  most  customers 
more  about  network  quality  t 
underlying  technologies.  But  from 
perspective  as  regional  president  of 
north  region  of  NextLink  Commur 
tions,  multiple  access  technolc 
offer  important  economic  advanta 
NextLink  provides  broadband  servic 
businesses  over  fiber-optic  and  fi 
wireless  facilities.  The  company,  foi 
ed  by  wireless  pioneer  Craig  Mc(| 
is  the  largest  holder  of  fixed-wir] 
spectrum  in  the  U.S.  Its  licenses  cl 
95%  of  the  population  in  the  | 
30  markets. 

But  this  so-called  real  estate  in  tfl 
is  not  enough  to  ensure  the  continl 
quality  levels  O'Connell  thinks  you  d 
from  your  experience  with  analog.  H 
NextLink  is  seeking  to  complete  a  16, 
mile  fiber-optic  backbone  network 
will  connect  over  50  cities  in  North  A 
ica.  In  some  cases,  O'Connell  notes^ 
customers  will  be  using  both  fibei 
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all  comes  together 
t  SUPERCOMM. 

PERCOMM  is  the  one  event  that  can  help  you  find  that 
sive  "single  pipe." 


r  Enterprise  Communications  Zone  brings  together  a 
Je  range  of  solutions  for  bundling  services.  You'll  also  find 
ny  relevant  solutions  for  converging  voice,  data  and  video 
Dughout  our  450,000+  net-square-foot  exhibit  floor. 

iddition,  our  240+  education  sessions  are  virtually  a 
invergence  curriculum."  Here  you  can  get  all  angles 
balancing  network  traffic  with  cost  and  reliability. 

•.through  the  complexity.  Go  to  SUPERCOMM  2000, 
e  4  -  8,  Atlanta,  Georgia.  For  more  information  or  to 
ister,  visit  us  now: 

ww.supercomm2000.com/enterprise 
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he  average 
Internet  download 

akes  22  seconds. 

hat's  22  seconds 

onger  than  a 
|10-year-old  wants 

it. 


'    -    -s 


iitons 


?.\u« 


.cent 


coto 


v^r^cB^ 


Todays  kids  are  born  believing  that 
fast  enough  isn"t  fast  enough.  The 
Optical  Internet  we're  creating  offers 
unlimited  bandwidth.  So  kids  can 
send  friends  streaming  video  of  their 
birthday  party.  Or  download  pictures 
from  their  cousins  in  nanoseconds. 
And  actually  have  time  left  to  email 
their  grandparents.  Change  the 
way  kids  communicate,  and  you 
change  the  way  they  live.  Lucent 
Technologies.  We  make  the  things 
that  make  communications  work." 

Expect  great  things. 
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ALCATEL 


Krish  Prabhu 
COO  of  Alcatel  & 
CEO  of  Alcatel  USA 


Alcatel  is  a  $25  billion  global  com- 
munications company  with  unique 
international  reach  and  over  a  centu- 
ry of  innovation  experience.  We  build 
next-generation  networks,  delivering 
integrated  end-to-end  data  and  voice 
communications  solutions  to  estab- 
lished and  new  service  providers,  as 
well  as  to  enterprises  and  consumers 
worldwide.  We  operate  in  more  than 
130  countries  and  employ  a  global 
workforce  of  120,000  employees 
(13,000  in  the  U.S.). 

Alcatel  holds  the  number  one 
position  in  DSL-lnternet  access 
technology  that  is  200  times  faster 
than  traditional  modems.  We're  at 
the  forefront  of  integrating  commu- 
nications onto  a  single  broadband 
network.  The  company  also  is  a 
leader  in  building  high-speed  optical 
networks  both  on  land  and  under 
sea.  For  corporate  networks,  Alcatel's 
recent  U.S.  acquisitions  give  it  a 
complete  portfolio  of  voice  and  data 
networking  products. 

Alcatel  is  the  global  leader 
in  telecommunications  cables,  com- 
ponents and  energy  systems.  We 
design,  manufacture  and  install 
undersea,  fiber-optic  cables  that 
connect  continents  and  transport 
Internet  traffic  worldwide. 

We  invite  you  to  visit  us  at 
SUPERCOMM  2000  (Booth  #6039) 
in  Atlanta,  GA,  June  4-8,  to  see  our 
global  solutions  for  an  Internet  world. 
Visit  our  Web  site  at:  www. 
alcatel.com. 


ALCATEL 
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wireless  for  the  necessary  redundancy  of 
seamless  service. 

NextLink  is  expanding  the  dimen- 
sions of  that  service  too.  Pending 
federal  approval,  the  company  is  also 
poised  to  acquire  Concentric  Network 
Corporation  with  its  complete  Internet 
business  solutions  for  small  and  medium- 
sized  enterprises. 

Capitalizing  on  the  discontinuity. 

Discontinuities  in  technological  evolution 
I  translate  into  opportunities 
v  I  for  well-positioned  compa- 
*"*  I  nies.  Bo  Hedfors,  president 
■^^  of  Motorola,  Inc.'s  Network 
I.  V  T  I  Solutions  Sector,  believes 
Internet  protocol  (IP)  is  today's  disconti- 
nuity. And  the  longtime  wireless  leader  is 
poised  to  take  advantage  of  the  intersection 
of  IP  and  wireless. 

Motorola  envisions  as  many  as  one 
billion  wireless  Internet  users  within  the 
next  three  years.  This  figure  involves  the 
rapid  growth  and  convergence  of  the 
present  300  million  Internet  and  500 
million  wireless  users.  These  figures  have 
serious  implications  for  both  the  wireless 
and  Internet  infrastructures. 

Hedfors  and  his  sector  are  focused  on 
building  an  end-to-end  infrastructure  for 
fixed  and  mobile  wireless  applications. 
Motorola  is  working  with  Sun  Microsys- 
tems, Alcatel  and  Cisco  to  move  from  the 
traditional  switch-based  hierarchy  of  net- 
works to  an  IP-based  peer-to-peer  network 
called  Aspira'M.  This  network  can  support 
integrated  wireless  IP  solutions  that 
Hedfors  says  is  creating  a  "complete  new 
ecosystem  of  people  developing  applica- 
tions for  the  wireless  arena." 

Besides  the  communications  architec- 
ture, Hedfors  believes  another  new  tech- 
nology, Bluetooth,  will  fundamentally 
transform  the  nature  of  communications. 
Using  Bluetooth,  Motorola  is  demonstrat- 
ing how  you  can  have  your  network  follow 
you  and  you  can  set  preferences  so  the 
network  adjusts  your  service,  depending 
on  your  location  —  automobile,  office 
or  home. 

Hedfors  has  been  around  several  other 
telecom  discontinuities,  like  the  shift  to 
digital  and  the  shift  to  wireless.  Now  he 
and  Motorola  will  continue  a  telecommu- 
nications leadership  role  in  the  upcoming 
Internet  discontinuity  as  it  centers  on  the 
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wireless  mobile  convergence  of  voice 
and  multimedia  communications 


The  mobile  information  society. 

years  ago,  few  Americ 
knew  the  name  of  Kari-Pe 
Wilska's  company.  E'i 
when  the  first  Nokia  pho: 
appeared  on  the  Ameri  i 
scene,  few  could  guess  that  this  FinrJ 
company  would  soon  become  the  wot:' 
leading  mobile  phone  provider. 

Wilska,   Nokia's  president,  sees! 
success  as  indicative  of  several  trends.  I 
First,  "wireless  penetration  is  pickd 
up."  In  some  countries,  such  as  Japan  I 
Finland,  wireless  is  already  more  pop! 
than  landlines.  This  wireless  service,  eJ 
daily  in  European  markets,  is  movl 
beyond  voice  into  text  messaging,  whj 
allows  response  even  when  recipients  arl 
meetings.  Finally,  the  merger  of  Intel 
and  wireless  will  create  the  "mobile  in 
mation  society"  with  rapid  Internet  set 
via  wireless  devices. 

Right  away  he  foresees  major  cha 
in  behavior  brought  about  by  Inte 
wireless  and  text  messaging. 

Appropriately,  in  late  February,  N< 
announced  an  agreement  with  Am< 
Online  to  develop  a  version  of  A 
Instant  Messenger  (AIM)  for  Nokia's  h 
held  devices.  AIM  will  provide  a  gate 
for  text  messaging  that  works  across 
three  wireless  technology  standa 
CDMA,  TDMA  and  GSM. 

Wilska     believes     that    the    / 
application  will  be  especially  welo 
to     small     businesses     and     youi 
consumer  demographics.  "The  comb 
tion  of  Internet  and  mobility,"  says  Wi 
"will  give  users  a  newfound  free< 
through  intuitive,  personalized  and  Ij 
tion-based  applications.  We  are  excittl 
be  working  with  AOL  to  bring  insl 
messaging  to  the  wireless  world." 

A  major  advance  from  the  fa 
of  the  cell  phone.  In  1973,  whi 
Motorola,  Martin  Co 
invented  and  introduce< 
first  portable  cell  ph 
Today,  as  chairman  and  ( 
of  ArrayComm,  he  rerr 
dedicated  to  enhancing  an  invention 
has  spawned  a  cumulative  sales  volur 
over  $50  billion. 
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Remember  when  E  was  easy? 


i. 

eds.com 


How  good  is  your  vision  when  it  comes  to  the  details  of  putting  together  E-business  systems?  The  EDS  Web 
Computing  Suite  of  Services  has  everything  you  need  to  go  E  -  safely  and  reliably  -  from  hosting  to  applications. 
EDS  will  even  integrate  your  Web  systems  with  your  legacy  systems.  And  if  you  don't  need  the  whole  enchilada  right 
away,  we  offer  everything  a  la  carte.  With  different  levels  of  service  to  meet  different  needs.  To  learn  how  we  can  help 
you  manage  the  complexities  of  electronic  business,  call  (800)  435-1222  or  visit  www.eds.com,  a  site  for  sore  eyes. 
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TELECOM 

INVESTOR  FORUM 

AtSUPERCOMM 


Financial  Community 
Gains  Tactical  Advantage 
At  Second  Annual 
Telecom  Investor  Forum 

Communications  companies  are  hot. 
But  how  do  you  pick  the  winners? 
A  good  bet  is  the  Telecom  Investor  Forum 
atSUPERCOMM. 

No  other  investment  forum  brings 
together  investors  and  companies  in  an 
environment  where  they  can  actually 
examine  the  technologies  touted. 
This  year  nearly  60  private,  public  and 
startup  companies  will  make  concise 
20-minute  presentations.  And  all  pre- 
senters for  private  companies  will  be 
upper  management. 

Last  year,  of  the  31  private  companies 
presenting  at  the  forum,  1 1  announced 
subsequent  cumulative  funding  of  $300 
million,  four  issued  successful  IPOs,  while 
five  have  been  acquired  or  merged.  And, 
according  to  Venture  One,  communica- 
tions and  networking  remain  the  single- 
most  active  IPO  segment. 

No  wonder  hundreds  of  leading 
senior  analysts,  institutional  investors, 
venture  capitalists  and  the  financial  press 
will  attend  the  Telecom  Investor  Forum  at 
SUPERCOMM  2000.  Tuesday,  June  6  - 
Thursday,  June  8,  2000,  9:00  a.m.  to 
1:30  p.m.,  Georgia  World  Congress 
Center,  Atlanta,  GA.  For  information, 
please  call:  (312)  559-3650. 


"The  first  item  on  the  wireless  agenda 
is  to  finish  the  job,"  says  Cooper.  He 
adds  that  the  "real  potential  is  still  in 
its  infancy." 

Cooper  finds  it's  easy  to  support  this 
statement:  Most  people  still  use  wirelines 
for  their  primary  phones.  But  people 
would  rather  talk  with  people  than  talk  to 
cars  or  desks. 

"You  want  to  have  your  own  person- 
al phone  and  number,"  says  Cooper,  "and 
the  reason  that  doesn't  happen  is  wireless 
isn't  good  enough.  It  costs  too  much. 
It  doesn't  work  well.  And  that  has  to 
be  fixed." 

Cooper  similarly  sees  no  real  solution 
in  3G  for  wireless  Internet  for  the  con- 
sumer and  road  warrior.  A  true  broadband 
wireless  solution  should  cost  no  more  than 
S25-S30  in  monthly  payments  for  the 
typical  consumer  who  downloads  about  a 
gigabyte  a  year. 

While  3G  offers  a  somewhat  more  ef- 
ficient use  of  spectrum,  Cooper  feels  that 
it  cannot  accomplish  this  bigger  task.  He 
finds  it  both  too  expensive  and  limited  in 
bandwidth.  But  he  also  feels  that  interna- 
tional standards  will  not  lead  to  a  cost- 
effective  use  of  the  spectrum. 

"The  modern  world  is  moving  much 
too  fast  to  go  through  the  standards 
process,"  says  Cooper. 

A  better  long-term  solution  is  a  multi- 
band,  multimode  phone.  The  customer 
would  buy  a  phone  that  would  have  access 
to  any  system,  anywhere.  This  method 
would  achieve  the  global  interoperability 
of  a  standard,  cutting  across  the  three 
mdes.  But  the  market  would  allocate  the 
spectrum  rather  than  the  government.  This 
market-driven  approach  will  take  longer, 
but  it  will  result  in  consumers  getting  what 
they  want. 

ArrayComm's  own  entry  into  this  field 
is  i-Burst,  which  the  company  calls  the 
"first  truly  portable,  low-cost,  ubiquitous, 
high-speed  wireless  Internet  solution." 
The  new  technology  delivers  "400  times 
the  efficiency  of  conventional  cellular  sys- 
tems and  up  to  40  times  the  projected 
[efficiency]  tor  third-generation  systems 
still  under  development." 

Cooper  envisions  i-Burst  as  a  crucial 
first  step  toward  handy  wireless  devices, 
similar  to  portable  CD  players  that  will 
,<llow  users  to  download  their  favorite 
music  .is  they  jog. 


PREPARING  FOR 
E-CENTRICITY 

The    second   wave    of  e-busine 

Financial  analysts  have  hailed  Nortel  pr 
ident  and  CEO  John  Re 
for  catching  trends.  He 
presently  transforming 
largely  voice-focused,  centu 
old  telecommunicatic 
company  into  a  $21.3  billion  (1999)  or 
nization  whose  commercials  ask,  "W 
do  you  want  the  Internet  to  be?" 

Nortel's  own  answer  has  focused  lai 
ly  on  the  "optical  Internet"  and  its  abi 
to  accommodate  burgeoning  bandwi 
growth.  Years  ago,  Roth  saw  that  traffic 
increasing  at  the  rate  of  3%  a  year  w 
bandwidth  was  increasing  1 0  times  fas 

Realizing  that  2.5-gigabyte  optical-f 
transmission  could  not  meet  this  dema 
Nortel  leapt  ahead  with  a  fully  qualif 
proven  10-gigabyte  (OC192)  system 
crement.  In  fact,  the  company  recendy 
a  trial  with  160  strands  of  1 0-gigat 
resulting  in  1.6-terabyte  transport. 

Roth  is  also  interested  in  the  syner 
between  customer  relationship  man; 
ment  and  networking.  This  second  w 
of  e-business  will  move  beyond  tran 
tions  to  instilling  customer  loyalty, 
information  technology. 

While  more  and  more  business  wi 
done  over  the  Web,  Roth  says  that  s 
"65%  of  shopping  carts  get  abando 
and  people  don't  complete  the  transactij 

Roth  believes  that  the  majority  of 
sumers  are  still  not  comfortable  ma 
major  purchases  over  the  computer  v 
out  speaking  with  a  person. 

Nortel's  recent  acquisition  of  CI. 
and  its  voice-over-IP  technology  h 
remedy  this  situation.  Internet  purchl 
can  speak  with  a  human  agent  while  oil 
Internet  to  facilitate  their  transact 
Simultaneously,  the  call  center  can  bu 
more  loyal  customer  relationship. 


A  network  driven  by  your  exp< 
tions.  Compaq's  Larry  Schwartz  bel 
that  the  near  future  wi 
a  phenomenal  integrati 
capabilities.  Thanks  to  d 
illation,  "probably  for  th 
time  in  history,  the  netw 
being  defined  for  the  end  user." 

As  group  vice  president  and  ge 
manager  of  Compaq  Telecommunicai 


If  only  It  were  this  simple. 


solved 


eds.com 


formation  security  is  a  hot  subject,  but  a  complex  one.  It  affects  every  aspect  of  your  business,  from  safeguarding  privacy  and  proprietary  information 
i  protecting  Web  sites,  e-mail,  on-line  commerce  and  databases.  At  EDS  we  address  the  complexity  of  information  security  by  continually  assessing 
our  business  needs  and  technical  systems  to  make  sure  your  information  stays  safe.  To  learn  more,  call  800  566  9337  or  check  out  our  Web  site. 
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One  global  communications 
event  helps  you  experience 
not  only  what  is . . . 

. . .  but  what's  ahead. 

Sweeping  technological  changes 
are  redefining  today's  communica- 
tions players:  from  incumbents  and 
alternate  carriers  to  Internet  Service 
Providers  and  corporate  enterprise 
networks.  All  must  build  an  infra- 
structure that  endures.  And  they 
need  comprehensive  information 
to  make  hard  choices.  That's  why 
decision-makers  rely  on  SUPERCOMM, 
the  premier  annual  communications 
and  information  technology  exhibi- 
tion and  conference. 

SUPERCOMM  is  a  global  market- 
place of  communications  equipment, 
systems  and  ideas.  Deregulation  and 
rapid  technological  advances  have 
quickly  transformed  SUPERCOMM 
into  an  event  that  explores  the  whole 
world  of  communications:  Wireless 
and  Satellite.  Enterprise  networks. 
Fiber  optics.  The  Internet  and  IP 
protocol.  Similarly,  the  audience 
has  evolved  to  embrace  both  new 
industry  players  and  delegates 
from  many  countries. 

In  a  typical  year,  SUPERCOMM 
draws  some  50,000  registrants  from 
around  the  world.  Through  800 
exhibitors  and  240+  educational 
sessions,  they  gain  a  sweeping 
perspective  on  what's  ahead  to  more 
efficiently  take  charge  of  their  future. 
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Explore  the  Whole  World  of  Communications 


Schwartz  is  responsible  for  his  organi- 
zation's worldwide  activities  related 
to  telecommunications.  He  notes  that 
"because  customers  are  becoming  more 
sophisticated,  they're  basically  defining 
what  attributes  they  expect  out  of  the 
network."  Schwartz  then  offers  some  star- 
tling facts  about  those  expectations: 

By  2003,  more  people  will  access  the 
Internet  via  wireless  devices  than  with  PCs. 

By  2005,  830  million  wireless  devices 
will  access  the  Internet. 

For  Schwartz,  these  numbers  hold 
a  special  significance.  His  company, 
Compaq,  is  the  second-largest  computer 
company  in  the  world.  According  to 
Schwartz,  Compaq  and  many  other  com- 
panies will  be  reinventing  themselves 
around  the  next  megatrend:  the  explosion 
of  specialty  communications  devices. 

Schwartz  says  this  merging  of  the  two 
major  trends,  which  is  moving  faster  than 
either  Internet  or  wireless  on  their  own, 
will  change  the  shape  of  communications. 

After  all,  consumers  want  real-time 
traffic  information  in  their  car,  not  from 
their  desktop.  And  since  wireless  users 
prefer  interacting  with  the  network 
through  voice,  voice  recognition  is  essential. 

"The  next-generation  user  interface," 
says  Schwartz,  "is  going  to  be  'show  me, 
tell  me.'  It's  going  to  be  able  to  tell  me  my 
last  call  or  show  me  my  last  50  calls  or  last 
bill."  In  contrast  to  the  historical  pattern, 
wireless  may  even  determine  the  desirable 
features  for  wireline. 

Schwartz  explains,  "It  will  be  how  do  I 
enable  all  these  cool  wireless  features  and 
offer  them  to  my  customers?  We  probably 
have  60  to  70  different  features  for  our 
wireless  customers,  and  they  are  fairly 
sophisticated.  The  question  is,  'how  do  I 
offer  them  to  my  fixed  customer?'" 

Schwartz  believes  that  as  a  big 
consumer-oriented  company,  Compaq 
has  an  "inside  track  on  building  next- 
generation  appliances  that  people  want." 
Compaq  has  demonstrated  this  capability 
with  its  Aero  line  of  palm-sized  PCs.  But 
as  Schwartz  would  say,  it  barely  hints  at 
the  shape  of  things  to  come. 


Making    the    revolution    reliable 

Michael  Margolis  knows  that  the  mor 
things  change,  the  mor 
some  things  must  remain  th 
same.  As  president  and  CE(| 
of  Tekelec,  Margolis  believtj 
that  communications  is  unde 
going  its  greatest  transformation  since  til 
onset  of  dial  tone  in  the  1930s.  But  rl 
cautions  that,  even  with  the  attractive,  cost 
effective  advances  of  voice  over  the  Intern^ 
no  one  wants  to  reboot  their  telephone. 

Margolis  is  a  bridge-builder,  a  conne 
tor  for  traditional  circuit-switched  ne 
works  to  the  IP  world  and  for  IP  networi 
to  circuit-switched  reliability. 

His  company  is  the  leader  in  SS7  so 
tions,  the  command  and  control  syster 
that  make  interconnectivity  possi 
between  networks.  Because  of  SS7,  you  c 
have  a  portable  local  phone  numb< 
owning  the  same  10-digit  address  if  y( 
switch  service  providers. 

Part  of  Tekelec's  role,  in  Margol 
vision,  is  to  build  a  sound  link  betwe 
SS7  circuit  switching  and  Internet  Proi 
col  packet  services.  While  the  latter  off 
many  economical  advantages  —  e.g. 
unused  bandwidth  during  silences  on 
phone  —  the  migration  from  circuit 
packet  is  not  simple.  If  you're  having 
conference  call  among  different  syster 
you  still  want  the  buttons  on  all  telephoi 
to  operate  the  same  way. 

According  to  Margolis,  you  don't  w; 
the  rich  features  and  reliability  of  circ 
switching  "to  come  to  a  halt  because 
convergence  and  different  technologic 
On  the  other  hand,  you  don't  want 
database-driven  features  to  lack  the  " 
nines"  —  99.999%  reliability. 

It's  the  kind  of  reliable  revolut] 
that,  as  Margolis  says,  offers  somethl 
for  everybody. 

SUPERCOMM  2000  echoes  thl 
diverse  thoughts.  In  a  converjj 
e-centric  world  that  revolves  around  | 
Internet,  an  annual  presentation! 
ubiquitous  offerings  is  the  best  wajl 
"see  what  will  be." 
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Web  hosting.  Not  everyone  can  handle  it. 


eds.com 


F1  your  company  from  the  time  and  headache  of  maintaining  your  own  Web-business  functions.  At  EDS,  we  take  care  of  all  your  Web  hosting 

Isles.  From  network  security  to  24x7  backup  systems  to  redundant  service  centers  worldwide.  We  provide  you  with  the  kind  of  custom  packages 

I  keep  businesses  organized  and  efficient.  To  learn  more  about  our  extensive  hosting  capabilities  call  1-800-435-1222  or  visit  our  Web  site. 
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A  CRY  IN  THE 
WILDERNESS 

Steven  Demos  is  selling  soy  as  something  that's  good  for  you— and  tasty, 
too.  Too  bad  a  lot  of  people  think  it's  the  yuckiest  food  in  America. 
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BY  LEA  GOLDMAN 

TALK  ABOUT  LONG  ODDS. 
Steven  Demos  has  spent  the 
past  quarter  of  a  century  trying 
to  convince  people  to  buy  a 
product  that  instinctively 
makes  them  cringe.  Ever  since  he  learned 
to  make  tofu  while  on  a  spiritual  retreat  in 
India  during  the  early  1970s,  he  has  been 
convinced  he's  found  the  path  to  en- 
trepreneurial nirvana.  "I'm  bringing 
something  to  the  planet  that  the  world 
is  better  off  with,"  he  says. 

In  other  words,  the  makings  of  a 
very  lonely  quest.  White  Wave,  the  Boul- 
der, Colo,  maker  of  soymilk  and  soy- 
based  foods  Demos  founded  in  1977, 
began  as  a  pots-and-pans  operation  with 
only  $500  in  startup  capital.  Enough  to 
start  lugging  buckets  of  the  drink  to  local 
vegetarians  and  a  then-tiny  group  of  the 
lactose-intolerant.  By  the  mid-1980s 
I  )emos  had  persuaded  more  than  1 ,000 
health  food  stores  nationwide — includ- 
ing the  chains  Whole  Foods  Market  and 
Wild  Oats  Markets — to  stock  his  prod- 
ucts. But  thanks  to  its  less-than-savory  fla- 
vor and  slippery  texture,  soymilk  never 
reached  mainstream  status. 

By  1986  White  Wave  seemed  in  dan- 
ger of  crashing.  The  macrobiotic  crowd 
couldn't  keep  the  business  afloat:  Sales 
stalled  at  less  than  $5  million,  while  the 
company  piled  up  $200,000  in  bank  debt. 
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"It  started  out  as  a  cute  'Small  is  beauti- 
ful' concept,"  says  Demos,  50.  "Small  is 
beautiful,  but  highly  unprofitable." 

To  stave  off  bankruptcy,  he  promised 
to  repay  his  debts — plus  10%  interest — 
within  18  months.  Only  one  creditor 
balked. With  a  new  credit  line  of  $200,000, 
Demos  quickly  rethought  his  strategy. 
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Soymilk  versus  Milk 

Soymilk  sales  have  taken  off  since 
1990;  sales  of  regular  milk  are  flat. 
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How  to  make  soy  prod 
ucts— tucked  away 
health-food  shelves,  aii 
dried  and  sealed — less  of 
packaging  horror?  Firs 
deal  with  what's  insid 
Demos  put  his  six  scier 
tists  to  work  to  impro\ 
the  taste  by  rejiggering  "fL 
vor  components"  HI 
vanilla,  sugar  and  sodiur 
The  ultimate  test: 
beany  soymilk  flavor  he 
to  go  undetected  in  a  bowl  of  cerez 
Thousands  of  bowls  passed  under  tl 
noses  of  people  in  focus  groups. 

Once  he  got  the  composition  rig 

Demos  moved  to  marketing.  Instead 

selling  soymilk  in  aseptic  boxes, 

repackaged  it  in  milk  cartons  to  be  refri 

erated  in  the  dairy  case  of  grocery  stori 

That  proved  a  selling  point  to  superrra 

kets,  which  had  been  reluctant  to  gi 

the  product  any  shelf  space.  But  wi 

a  new  container — as  well  as  clair 

about  how  soymilk  is  lower  in  chol< 

terol  than  whole  milk  but  still  as  rich 

calcium — Demos  was  able  to  sign 

with  chains  like  A&P  and  Food  Lie 

"Isn't  it  ironic  that  we  look  at  a  prodi 

that's  functionally  identical  to  milk,  f 

it  in  a  milk  carton  and  call  it  a  novel 

preach?"  laughs  Demos.  "The  whole  c 

egory  was  mispositioned." 

Mispositioned  is  right.  When 
Wave  launched  its  signature  brand, 
soymilk,  in  1996,  no  one  could  find 
product.  Loyal  customers  looked  on  st 
shelves — and  didn't  think  to  check 
dairy  case.  As  a  result,  White  Wave  1 
$400,000  in  six  months.  Time  to  regrc 
again.  Demos  revamped  his  in-store  gi 
away  programs,  doling  out  coupons  a 
free  samples  to  shoppers.  This  year  Wl 
Wave  will  dispense  4  million  free  half-pi 
■6,000  stores  at  a  cost  of  $2.5  million 
Last  year  White  Wave  earned  $1  n 


t  soymilk?  Steven  Demos  is  peddling  the  health  benefits  of  soy  foods 
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lion  on  revenue  of  $30  million;  this  year 
Demos  hopes  to  double  that  revenue  fig- 
ure. He's  also  trying  to  lock  out  competi- 
tors like  Suiza  and  Eden  Foods  by  negoti- 
ating exclusive  agreements  with  his 
manufacturers.  For  now,  he  has  a  30% 
market  share  among  all  soymilk  products, 
and  78%  of  the  refrigerated  category,  a 
$300  million  market. 

White  Wave  has  also  gotten  smarter 
about  milking  soy's  health  benefits.  Phy- 
toestrogens, substances  found  in  soy,  are 
known  to  reduce  bone  loss  in  aging 
women  and  inhibit  breast  cancer.  Last  Oc- 
tober the  Food  &  Drug  Administration 
announced  that  soy  helped  reduce  the  risk 
of  heart  disease.  You  can  now  read  all 


THE  $20  BILLION  MILK 
INDUSTRY  IS  HAVING  A 
COW  OVER  SOYS  SUCCESS. 


about  soy's  virtues  on  Silk  cartons. 

But  the  $20  billion  milk  industry  is 
having  a  cow  over  soy's  success.  On  Feb. 
14  the  dairy  producers  petitioned  the 
FDA  to  prevent  the  term  "milk"  from  ap- 
pearing on  soymilk  cartons.  Consumers 
are  being  misled  about  the  nutritional 
content  of  the  drinks,  the  milkmen  ar- 
gued. "There  are  federal  standards  for  the 
identity  of  milk.  Just  like  you  can't  take 


flavored  sugar  water  and  label 
it    orange   juice,"    contends 
Christopher  Galen,  spokesman 
for  the  National  Milk  Producers 
Federation,  which  seeks   to 
have  soymilk  renamed  "soy 
beverage." 
The  FDA  has  yet  to  rule  on  the  peti- 
tion, but  at  least  one  milkman  is  hedging 
his  bets.  Last  summer  Dean  Foods,  one 
of  the  country's  largest  dairies,  bought  a : 
25%  stake  in  White  Wave  that's  nowl 
worth  $17  million.  Demos,  meanwhile,  I 
plans  one  day  to  have  a  national  brand — f 
a  goal  that  has  so  far  eluded  milk  pro-  i 
ducers.  That  would  indeed  be  a  triumph] 
of  tenacity  over  taste.  F 


shington 
+57 
$9  million 

Oregon 

♦32 
$4  millioi 


South  Dakota 


$6  million 


$5  million 


Colorado 
$14  milli 


-339 
$0  million 


Miss. 

♦47 

5  millio 


!i)l 


Hawaii 

-152 

$0  million 


Massachusetts 
♦110  — 
$20  million 


Virginia 

+34 
$7  millio 


Connecticut 

+37 
$6  million 

Washington,  D.C 

+147 

$16  million 

Maryland 

♦30 
$5  million 


Sources  National  Venture  Capital  Association;  Venture  Economics; 
RFA  Dismal  Sciences  of  West  Chester.  Pa. 
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Many  states  are  posting  double-digit  increases 
VC  funding  as  a  percentage  of  economic  output. 


SPREADING  THE  WEALTH 


Venture  capital  has  become  a  national  phenomenon. 


BY  DOUG  DONOVAN 

THANKS  TO  THE  EPIDEMIC  OF 
young  dot-coms,  telecoms  and 
software  outfits,  venture  capital  in- 
i<  nts  m  the  U.S.  last  year  jumped 
lion,  from  $19  billion  in  1998. 


Where  are  the  greatest  concentrations  of 
funds?  Where  you'd  expect:  the  two 
coasts  and  Texas.  But  they  aren't  the  only 
regions  that  are  being  showered  with 
venture  capital.  Twelve  states  and  Wash- 
ington, D.C.  had  VC  investments  pouring 


in  at  a  rate  of  at  least  $4  million  per  $ 
billion  of  state  economic  output, 
chart  shows  that  VC/GDP  ratio  in  mi 
lions  of  dollars  and  also  displays,  in  t 
state's  height,  the  percentage  change 
the  ratio  from  1998  to  1999. 
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Around  the  world,  the  future  of  Visual 
technology  looks  bright  with  ViewSonic 


Welcome  to  the  Visual  Revolution?" 

We  have  entered  the  new  information 
economy.  Where  demand  for  niched 
content,  e-commerce,  business 
information  and  entertainment  will 
be  supplied  through  a  variety  of 
visual  and  communication  products 
and  services  from  ViewSonic. 

ViewSonic  is  leading  the  visual 
technology  revolution  with  OptiSync 
digital  displays  and  networked 
internet  appliances  designed  for  B2B 
and  B2C  commerce.  Web  telephones 
delivering  the  ultimate  communications 
experience  both  in  voice  and  across 
the  world  wide  web. 

ViewSonic,  the  #1  best  selling 
monitor  and  display  company  in  the 
USA*  is  working  hard  to  lead  the 
visual  technology  revolution  in  the 
information  economy.  Welcome  to 
the  Visual  Revolution.' 

For  more  information  visit: 
www.ViewSonic.com 


The  Visual  Technology  Company' 


(800)  888-8583  •  Specifications  subject  to  change  without  notice.  •  Copyright  e  2000.  ViewSonic  Corporation.  •  Corporate  names  and  trademarks  stated  nerein  are  the  property  ol  their  respective  companies. 
« "ViewSonic  ranks  as  United  States'  #1  best  selling  flat  panel  display  and  the  leading  non-captive  monitry  brand  by  Stanford  Resources.  Inc.  (Flat  Panel  Monitrak,  Q3  '99  and  Monrtrak  03  99)  •  All  rights  reserved 
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SNAP  DECISIONS 

The  world's  best-known  photographs  come  from  one  of  two 
Seattle  companies.  Here's  how  they  make  a  buck. 

BYCHRISTOPHERHELMAN  that  probably  means  dealing  with  just 

IF  YOU'VE  EVER  DOWNLOADED  A  one  of  two  outfits:  Corbis,  a  company 
photo,  of,  say,  a  well-known  fashion  owned  by  Bill  Gates,  or  Getty  Images,  a 
model — or  made  a  poster  out  of  the  publicly  traded  company  founded  by 
image  of  U.S.  Marines  planting  the  flag  Mark  Getty  (grandson  of  J.  Paul)  and 
on  Iwo  Jima — you  may  have  had  to  go  Jonathan  Klein,  both  former  invest- 
through  a  photo  agency.  And  these  days  ment  bankers.  Each  controls  at  least  65 


million  images  covering  a  century  of  i 
photography  art  and  history. 

These  two  giants  have  bought  their 
way  into  dominance.  In  the  past  five  j 
years  Getty  Images  has  spent  $1  billion 
to  buy  24  blue-chip  stock-photo  agen- 
cies like  the  Image  Bank,  Tony  Stone  j 
Images  and  Visual  Communications} 
Group.  Corbis  recently  got  into  the  ! 
agency  game,  too,  picking  up  Sygma,  ] 
Saba  and  the  Stock  Market.  But  its  core  j 
asset  is  the  Bettmann  Archive — 17  mil-  j 
lion  images,  including  30  years  of  UPI I 


Chief  Steve  Davis  has  am?ss<  ■  colebrity  and  news  photc 
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jhotos — for  which  it  paid  an  estimated 
i20  million.  Corbis  Outline  is  the  lead- 
ng  agency  for  celebrity  shots. 

Different  acquisitions,  different 
msiness  models.  Getty  sells  mainly  to 
he  advertising  and  editorial  markets.  It 
arely  owns  stock  images  outright.  In- 
tead,  it  manages  usage  rights  and  pays 
)hotographers  royalties  of  up  to  40% 
)f  the  take.  These  may  be  well-known 
mages,  but  not  of  famous  people.  A 
>hoto  of  a  bug-eyed  tree  frog,  for  in- 
tance,  can  generate  $100,000  in  sales  a 
'ear.  Such  stock  images  account  for 


80%  of  annual  sales.  The  rest  comes 
from  photojournalism  and  historical 
shots  via  the  Hulton  Getty  archive 
whose  licensing  rights,  ironically,  are 
held  by  Corbis.  Getty  also  sells  prints 
and  posters  on  its  art.com  Web  site. 
Corbis,  by  contrast,  focuses  primarily 
on  print  media  and  consumer  mar- 
kets— real  people  and  historic  events, 
rather  than  conceptual  stock  photos.  It 
owns  its  archival  assets;  it  pays  royalties 
in  its  smaller  agency  business. 

The  Internet,  no  surprise,  is  revolu- 
tionizing the  industry.  It  once  cost 


more  than  $200  a  year  to  maintain  a 
hard-copy  inventory  for  a  single  image. 
Now,  for  $45,  a  shot  can  be  digitized, 
indexed  and  dropped  onto  a  Web  site. 
Getty  has  invested  $50  million  prepar- 
ing its  top-selling  images  for  direct 
download  to  customers.  Internet  sales 
were  $68  million  last  year.  Corbis,  too, 
has  built  an  extensive  Web  infrastruc- 
ture, spending  millions  of  dollars  to 
preserve  and  digitize  its  aging  images — 
and  to  secure  future  revenues. 

Here's  how  the  companies  stack  up 
against  each  other.  F 


FORBES-   Mavl5.2000      327 


ENTREPRENEURS 


GAME  BOY 

Alan  Milosevic's  software  packs 
more  realistic  action  into  computer 
games.  But  can  he  deliver  a  death 
blow  to  the  competition? 


BY  MICHAEL  MAIELLO 

WHEN  SONY'S  MUCH-BALLY- 
hooed  PlayStation  2  rolls  out 
this  fall,  U.S.  videogame  fans 
will  be  treated  to  a  more  lifelike  com- 
puter universe.  With  a  300  megahertz 
CPU,  the  game  console  will  have  the 
computing  power  to  display  3-D  flying 
shrapnel,  ricocheting  bullets — even  jig- 
gling breasts  on  curva- 
ceous heroines. 

All  this,  thanks  to  en- 
hanced game  physics  that 
break  down  the  action  into 
a  series  of  complex,  algo- 
rithmic 3-D  simulations. 
Until  recendy  realistic  ani- 
mation via  Newton's  laws 
of  motion — force  equals 
mass  times  acceleration, 
and  the  like — hasn't  ap- 
plied to  videogames.  In- 
deed, designers  have  had  to 
draw  a  series  of  animated 
sequences  to  approximate 
any  action,  much  the  way 
TV  cartoons  are  created. 
There  are  now  some  half- 
dozen  companies  licensing  -*" ~ "" "" ~~ 
physics  enhancers  to  game  designers. 
They  include  Ipion  of  Munich  and 
Telekinesys  in  Dublin. 

One  of  the  best-known  players  is 
MathEngine,  based  in  Oxford,  England, 
with  an  office  in  San  Francisco.  Alan 
Milosevic,  its  founder  and  chief  execu- 
tive, is  a  Welsh-born  former  math 
teacher  and  computer  programmer. 
With  MathEngine  technology  a  designer 
can  have  a  600-pound  bad  guy  sock  a 
dwarf  in  the  jaw  and  make  it  look  real- 
ist ic.  The  software  tells  designers  how 
ic  dwarf  flies,  how  often  he  bounces 
and  whether  he  lands  on  his  head  or 
arm.  I uture  where  everything 


from  games  to  the  Web  will  be  de- 
livered in  a  realistic  3-D  format," 
says  Milosevic,  44. 

Sony  is  a  big  MathEngine 
booster.  The  electronics  giant  is 
encouraging  300  of  the  world's 
best  game  designers  to  license 
MathEngine's  software.  That  en- 
dorsement seems  to  be  getting 
results:  Milosevic  expects  revenue  to 
total  $3  million  this  year,  up  from  less 
than  $300,000  in  1999.  Atlus,  a  Japan- 
ese game  designer,  is  using  Math- 
Engine  for  a  game  called  "Primal 
Image,"  which  lets  users  manipulate  a 
realistic  human  body  as  a 


More  sophisticated  games  are  in  the 
works.  A  mystery- and-adventure  game 
called  Actor,  which  relies  on  Math- 
Engine,  is  in  development  by  Vivid 
Image,  a  game  architect  in  Oxford. 
It  will  be  released  for  PlayStation  2 
next  year. 

Back  in  1997,  when  Milosevic! 
launched  the  company,  British  in- 
vestors weren't  impressed.  He  man-ii 
aged  to  lure  one  venture  capitalist 
who  ponied  up  $400,000— for  25%  o] 
the  company.  A  bit  better  luck  the  nex  ; 
year,  when  200  investors  put  up  an  add 
ditional  $5  million  and  got  30%  ol 


c-~   -  a.  MathEngine. 

Sitting  pretty:  Alan  & 

digital  model  for  an  imag-     Milosevic  provided  3-D  Finally,        Milosevic 

inary  fashion  photo  shoot,     pizzazz  for  PlayStation  2.  caught  a  break.  In  1 99J| 


ANIMATION  VS. 
REALISTIC  MOTION 

When  a  motorcycle  rider  falls  off  his 
bike  in  most  videogames,  he  hits  the 
ground  the  same  way  every  time— 
whether  he  falls  into  a  puddle  or  a 
cactus.  That's  because  the  anima- 
tion is  a  sequence  of  prepro- 
grammed and  unchanging  actions 
that  the  computer  plays  at  the  ap- 
propriate time.  Physics-based  game 
design  offers  an  alternative:  The 
computer  decides  each  time  how  the 
crash  will  look,  based  on  environ- 
mental circumstances  that  con- 
stantly change— according  to  New- 
ton's laws  of  motion. 
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Intel's  educational  division  hired  Math- 
Engine  to  perfect  a  computer  simula- 
tion of  a  medieval  catapult,  a  demo  for 
young  history  students.  That  deal  helped 
Milosevic  raise  $10  million  from  70  in- 
vestors, including  Fidelity  Europe,  in 
1999.  He  spent  $3  million  in  cash  and 
equity  to  acquire  Montreal-based  Lat- 
eral Logic,  another  3-D  simulation  soft- 
ware company,  with  a  renowned  team 
of  15  engineers.  (Milosevic  holds  only  a 
bachelor's  degree  in  mathematics.)  He 
convinced  them  to  stay  by  offering  them 
i  combined  2%  stake  in  MathEngine. 
vVith  now  more  than  300  venture  capi- 
alists  and  investors,  Milosevic  owns  just 
15%.  He  hopes  to  raise  additional 
noney  in  an  initial  public  offering  later 
this  year.  But  development 
costs  are  expensive,  and  the 
company  needs  $10  mil- 
lion in  revenue  before  it 
turns  a  profit. 

That's  not  Milosevic's 
only  challenge.  Math- 
Engine  doesn't  come 
cheap.  It  licenses  its  soft- 
ware for  fees  ranging 
from  $50,000  to 
$100,000— plus  a  1%  to 
2%  royalty  on  each  unit 
sold.  Most  of  its  rivals 
don't  demand  royalties. 
Ipion,  for  instance, 
charges  a  flat  $55,000. 
Then  there's  the  issue  of 
performance.  Some  game 
designers,  like  Mark  Cald- 
well, a  vice  president  of 
New  World  Computing 
(its  parent,  3DO,  makes 
the  Army  Men  series), 
claim  that  Ipion  is  easier 
to  use,  eats  up  less  mem- 
ory and  runs  through 
more  calculations  per  sec- 
ond than  MathEngine. 
Other  designers  are  work- 
ing on  their  own  physics- 
based  models. 

For    now,    Milosevic 

5 

2  may  have  an  advantage. 
1  But  this  is  one  game  that's 
p  far  from  over.  F 


BANK   &  THRIFT   SPECIALISTS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


Stuttering  Didn't 
Silence  His  Story. 


National  Stuttering 
Awareness  Week     May  8-14 


20/20's  John  Stossel  knows  news. 
He  also  knows  what  it's  like  to  deal 
with  a  stuttering  problem.  John  stil 
struggles  with  stuttering  yet  has 
become  one  of  the  most  successful 
reporters  in  broadcast  journalism 
today. 

For  more  information  on  what  you 
can  do  about  stuttering,  write  or 
call  toll-free: 

Stuttering 
Foundation 

of  America 

A  Nonprofit  Organisation 
Since  1 947 — Helping  Those  Who  Stutter 
3100  Walnut  Grove  Road,  Suite  603 
Box  11749  •  Memphis,  TN  381 11 

1-800-992-9392 

www.stutterSFA.org 


Specialized  financing 
for  business  leadership. 


"Globalization  hasn't  only  made  the  world  smaller, 
its  made  it  more  competitive.  And  that s  where  specialization 
and  experience  really  pay  off.  A  partner  that  knows  your 
business  inside  and  out,  and  has  proven  itself  time  and  time 
again  —  is  the  kind  of  partner  that  can  make  all  the  difference 

111  the  WOl'Id.  "  Albert  R.  Camper  Jr.,  CEO.  The  CIT  Group.  Inc. 
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Can  these  guys 
really  be  the 
harbingers  of 
hip-hop?  Ecko 
founders  Marci 
Tapper,  Marc 
Ecko  and  Seth 
Gerszberg. 


and  Wu  Wear,  Ecko  was  founded  not  by 
urban  African-Americans  but  by  white 
suburbanites:  Marc  Ecko,  his  twin  sister 
Marci  Tapper,  and  company  president 
Seth  Gerszberg.  It's  a  detail  many  fans 
have  missed — and  perhaps  a  lucrative 
oversight  for  Ecko.  (The  company  and 
Marc  were  originally  called  "Echo" 
until  someone  else  claimed  title  to  the 
moniker.) 

Ecko,  the  company's  creative  force, 
met  Gerszberg  seven  years  ago.  A  phar- 
macy school  dropout,  Ecko  was  getting 
by  painting  images  of  Queen  Nefertiti 


DONALD  C.  TOSTEVIN II  OF  DENVER 
likes  Ecko  Unlimited  clothing  so 
much  that  he's  got  its  distinctive 
rhinoceros  logo  on  his  shirts,  baggy 
cargo  pants  and  sneakers.  It's  also  tat- 
tooed on  his  leg. 

You  may  call  that  nuts.  Designer 
Marc  Ecko,  27,  and  his  partners  call  it 
customer  loyalty — which  has  helped 
turn  their  once-fledgling  T  shirt  com- 
pany into  the  hot  hip-hop  apparel 
brand  of  the  day.  Tostevin,  21,  started 
wearing  Ecko  four  years  ago,  when  its 
logo  was  perhaps  better  known  among 
urban  cops — inner-city  toughs 
were  amone  its  first  fans — than 

maii  crawieL  ECKO  IS  AN  ATTRACTIVE  TARGET  TO  RA 

The  company  still  peddles  T 
shirts  that  celebrate  its  early  hip-hop     on  blue  jeans.  Gerszberg,  now  28,  was 
appeal — a  guy  smoking  marijuana;  a     selling  architectural  details  from  aban- 
graffiti  artist  being  frisked  by  a  cop.  But      doned  New  Jersey  mansions.  Ecko 

thought,  why  not  sell  T  shirts  embla- 
zoned with  my  art? 

Gerszberg  cobbled  together  $55,000 
from  friends  and  family  and  bought 
5,000  shirts,  which  Ecko  unabashedly 
decorated  with  hardscrabble,  inner-city 
images.  In  the  spring  of  1993  boutiques 
in  New  York  and  New  Jersey  began  sell- 


ing the  shirts  for  $3 
each.  By  1995  Sout 
River,  N.J. -based  Eel 
was  bringing  in  $L 
million  a  year. 

Then,       troubll 
When  Ecko  tried  to  i 
troduce  hats,  jeans  and  backpacks,  il 
Asian  manufacturer  supplied  only  $21 
million  worth  of  the  $4.3  million  in  o| 
dered  goods.  Half  the  stuff  that  did 
rive  was  shoddy.  "We  had  backpacks  thd 
if  you  put  actual  books  in  them,  the  be 
torn  would  fall  out,"  recalls  Gerszbergl 
Despite  problems  with  productiq 
and  quality,  sales  continued  to  climt 
to  $15  million  in  1998.  But  Ecko's  de 
also  piled  up,  to  $6  million.  Its  n( 
Asian  manufacturer  was  reliable,  b| 
expensive.  A  boom  in  revenues  h 
year — the  introduction  of  a  womei] 
line  and  outerwear  added  $8  million  | 
the  bottom  line — helped  Ecko  pay 
that  debt.  The  company  will  get 
other  $10  million  a  year  in  licensil 
fees  by  designing  clothes  for  the 
tional  Football  League,  Marvel  Cor 
and  Playboy.  Revenues  for  the  privat 
held  firm  hit  $50  million  last  year, 
which  it  netted  9%  pretax. 

All  of  this  has  made  Ecko  an 
tractive  target  to  Perry  Ellis,  Naut| 
and  Ralph  Lauren,  which  hi 
dropped  broad  hints  about  acquirj 
the  company.  Not  yet,  say  its  prir 
pals,  who  want  to  see  how  big  they  i 
get  on  their  own.  Or  have  they  aired 
reached  their  limit?  That  major  ret] 
ers  like  Nordstrom  and  Gadzo^ 


like  many  inner-city  trends  in  music 

and  fashion,  Ecko  has  migrated  to  the 

masses.  Rapper  Method  Man  wears  the 

label.  So  does  Hollywood  director  Spike 

M  ho  oversees  Ecko's  advertising  ef- 

and  fashion  shows. 

A  bit  surprising,  given  Ecko's  real 

roots.  Unlike  rivals  Fubu,  Ph.it  (arm 


carry  Ecko  is  great  for  the  compai 
bottom  line — but  bad  for  its  im^ 
"When  hip,  urban  designers  becc 
mainstream,  kids  look  for  alterl 
tives,"  says  Kenneth  Smikle,  editol 
Target  Market  News,  a  Chicago-ba] 
newsletter  that  tracks  ethnic  marf 
ing.  In  short,  Ecko  has  all  the  ma 
ings  of  a  flash  in  the  pan,  although| 
ambitious  owners  may  yet  overc<| 
that  fate. 
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Most  see  the  world  getting  smaller.  A  few  see  you  getting  bigger. 


CONFIDENCE. 


You.  The  financial  world  around  you.  As  one  of 

the  largest  integrated  financial  services  companies  in  the 
world,  we  have  over  $450  billion  in  total  assets,  $50  billion  in 
market  cap  and  over  83,000  employees  -  all  the  expertise  and 
resources  it  takes  to  make  your  priorities  our  priorities.  For 
personal  and  corporate  needs,  over  25  companies  across  North 
and  South  America  are  now  aligned  under  the  ING  Group  brand 
r  ready  access  to  everything  it  takes  to  deliver  a  wide  range  of 
insurance,  banking  and  asset  management  products  and  services. 
3et  the  real-world  answers  you  need  to  make  a  difference. 
"lobally,  Locally,  ING.  The  Confidence  To  Put  You  First. 


800-465-3330 


www.ing-na.com 


NYSE:    ING 


In  the  Americas... 

ING  Advisors  Network 

ING  Asset  Management 

ING  Bank  of  Canada 

ING  Bank  of  Montevideo 

ING  Barings 

ING  Commerce  Group 

ING  Equitable  Life 

ING  Fatum 

ING  Financial  Services  of  NY 

ING  Funds 

ING  Halifax 

ING  Institutional  Markets 

ING  Insurance 

ING  Life 

ING  Life  of  Georgia 

ING  Reinsurance 

ING  Risk  Management  (Bermuda)  LTD. 

ING  Security  Life 

ING  Seguros 

ING  Southland  Life 

ING  Structured  Settlements 

ING  United  Life 

ING  USG  Annuity 

ING  Variable  annuities 

ING  Vida 

ING  Wellington 

ING  Western  Union 

...and  in  nearly  60  other  countries  worldwide 


ING 


THE      WEB 


Browser 
Bashers 

Everybody  says  that  the  Web  is  ugly,  unreliable  and  hard  to 
use.  At  last  someone  is  trying  to  do  something  about  it. 


BY  DANIEL  LYONS 


W 


HEN  MOST  PEOPLE  WERE 
just  discovering  the 
World  Wide  Web  five 
years  ago,  Roy  Stringer 
was  already  discovering 
its  shortcomings.  Stringer  was  a  consul- 
tant in  a  computer  lab  at  John  Moores 
University  in  Liverpool,  England  at  the 
time.  His  main  beef  was  with  the 
browser,  that  supposedly  nifty  little 
piece  of  point-and-click  software  used 
by  240  million  people  worldwide  to 
surl  the  Web. 

He  has  been  trying  to  build  a  better 
one  ever  since.  Stringer  figures  the  basic 
problem  is  that  typical  Web  sites 
arrange  information  in  a  hierarchical 
structure.  You  spot  an  underlined 
"link,"  click  on  it  and  go  down  one 
step,  then  another,  then  another — then 
realize  you're  in  the  wrong  place.  So 
von  back  up,  back  up,  back  up,  then 
start  all  over  again  on  a  different  ladder. 
A  better  approach,  Stringer  reasons, 
would  be  to  arrange  a  Web  site's  infor- 
mation as  points  on  a  globe.  On  a  globe 


with  12  points,  each  point  would  be  no 
more  than  three  clicks  away  from  any 
other.  And  you  could  see  the  whole 
thing  by  rotating  the  globe  on-screen. 

He  called  this  structure  a  "navihe- 
dron,"  and  in  1997  his  operation  was 
spun  out  of  John  Moores  University 
into  Amaze  Ltd.,  a  100-employee  Web 
design  shop  with  offices  on  the  banks  of 
the  Mersey.  Last  year  Stringer  published 
his  concept  on  the  Web,  along  with 
some  prototypes,  inviting  other  Web 
designers  to  try  it. 

Today  about  2,000  navihedrons 
exist,  visible  at  www.navihedra.com, 
but  most  are  experimental.  Many  of 
Amaze's  clients  shun  the  navihedron  in 
favor  of  traditional  site  design.  Stringer, 
Amaze's  "chief  hypermedia  architect," 
admits  it  will  be  a  struggle  to  get  the 
world  to  scrap  the  old  browser.  "We 
have  20,000  years  of  hierarchy  in  our 
systems.  It  goes  back  to  kings  and 
queens.  Those  sorts  of  hierarchical 
mechanisms  in  society  are  very  strong 
in  our  psyche,"  he  says. 

Stringer's  experiment  points  up  a 


A  Global  View 


growing  dissatisfaction  with  the  w 
the  Web  looks  and  works.  Many  crit 
blame  the  browser  and  are  trying  to  c 
velop  an  entirely  new  way  of  navigati 
the  Internet.  Excite  at  Home,  the  W 
portal,  runs  a  handful  of  skunkwoi 
projects,  including  one  aimed  at  ere 
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at  once.  Click  on  an  icon,  and  that  subject  rotates  to 


I  three-dimensional  Web  interfaces. 

icrosoft  is  pursuing  a  3-D  design,  as 
ill.  At  the  World  Wide  Web  Consor- 
I  m,  scientists  are  working  on  a  voice- 
liven  browser. 

Now  Stringer,  a  Liverpool  native 
jio  dropped  out  of  school  at  age  16 


and  never  attended  college,  is  accelerat- 
ing his  crusade  to  one-up  the  browser. 
This  summer  Amaze  releases  its  soft- 
ware free  for  any  Web  site  to  use,  so 
long  as  it  plugs  Amaze  on-screen.  Later 
this  year  it  will  debut  its  own  browser, 
free  of  charge  and  specially  geared  to 


run  animation  and  video. 

But  displacing  such  a 
pervasive,  if  antiquated,  soft- 
ware tool  as  the  browser  will 
be  a  huge  challenge.  First  de- 
signed under  the  name  Mo- 
saic at  the  supercomputer 
lab  of  the  University  of  Illi- 
nois at  Champaign-Urbana 
in  1993,  it  inspired 
Netscape's  Navigator  and 
Microsoft's  Explorer  and  is 
still  the  only  game  in  town. 
Netscape,  now  owned  by 
America  Online,  just  intro- 
duced its  sixth  major  release 
in  six  years,  and  it  boasts 
such  whiz-bang  features  as 
integrated  messaging  and 
search  functions.  But  it's  still 
essentially  the  same  thing 
Marc  Andreessen  helped 
create. 

"Web  usability  is  a  dis- 
grace," says  Jakob  Nielsen,  a 
former  interface  guru  at  Sun 
Microsystems  and  now  a 
principal  at  Nielsen  Norman 
Group,  a  Web-design  con- 
sultancy. "For  seven  years 
we've  had  close  to  zero 
progress  in  enhancing  the 
user's  main  tool  for  using 
the  Internet." 

The  big  problem  with 
the  typical  browser  is  that  it 
relies  on  the  metaphor  of 
pages  in  a  book;  you  can 
view  only  one  page  at  a  time, 
then  click  on  another.  That 
is  fine  for  displaying  a  sim- 
ple brochure,  but  it's  a  big 
step  backward  as  far  as  user 
interfaces  are  concerned. 
Some  experts  liken  it  to  the 
limited  interface  of  comput- 
ers in  the  1970s.  "The  printed  page  is  a 
wonderful  thing  for  communication, 
but  it's  crippling  what  we  can  do  on  the 
Internet,"  Stringer  says. 

Other  beefs  about  the  browser: 
Links  go  only  in  one  direction  instead 
of  two,  so  it  is  difficult  to  retrace  your 
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steps;  it  takes  too  many  mouse  clicks  to 
get  from  one  place  to  another;  the 
arrangement  of  information  some- 
times makes  no  sense.  And  many  sites 
are  just  plain  ugly. 

It  seems  unfair  to  blame  the 
browser  for  the  sins  of  bad  Web  site  de- 
signers, but  some  say  it  contributes  to 
the  mess  by  forcing  designers  to  build 
sites  in  a  limited  way — as  a  stack  of 
pages.  Dozens  of  browser  "plug-ins" 
add  such  functions  as 
music  and  video,  but  the 
plug-ins  only  add  to  the 
mess.  It  is  like  taking  a 
World  War  I  biplane, 
adding  a  bunch  of  extra 
features  and  trying  to  fly  it 
into  outer  space. 

"That  little  thing  you 
started  with  is  simply  inade- 
quate. That's  why  people  are 
trying  to  fix  it  by  creating  all 
those  plug-ins,"  says  Stuart 
Card,  manager  of  the  user 
interface  research  group  at 
Xerox's  Palo  Alto  Research 
Center. 

Card  and  his  team  at 
PARC  are  working  on  an  al- 
ternative called  Web  For- 
ager, which  lets  you  gather 
dozens  of  Web  pages  into  a 
"book"  and  store  these  live 
links  on  a  "shelf."  Take 
down  a  book  on,  say,  car- 
buying,  and  you  can  flip 
through  the  pages  without 
waiting  for  each  page  to 
load.  And  you  can  look  at 
several  pages  at  the  same 
time,  in  a  3-D  "work 
space." 

Another  PARC-related 
effort,  pursued  by  Xerox 
spinoff  Inxight  Software  in 
Palo  Alto,  aims  to  let  users 
view  a  picture  of  an  entire 
Web  site  before  diving  in. 
"By  using  graphics  you  can 
see  the  whole  territory  first 
and  then  realize  which 
portion  of  the  site  you 
t<  visit,  to  get  to  the 
right  area  more  quickly," 


THE  WEB'S  EARLY  DESIGNERS  ERRED  BY 
DUMBING  IT  DOWN  TO  MAKE  IT  WORK. 


says  Ramana  Rao,  chief  technology 
officer. 

Inxight  was  spun  off  in  1997  to  de- 
velop visualization  tools  for  navigating 
the  Web.  One  technology,  Hyperbolic 
Tree,  lets  companies  build  a  map  of 


Do's  and  dots:  DoDots  runs  multiple  sites,  side  by  side. 


their  site  to  show  different  areas  and  the 
links  among  them.  A  person  trying  to 
research  a  product  can  spin  the  map 
around  until  that  part  of  the  site  shows* 
up — and  then  click  on  that  spot.  So  far 
70  sites  use  Hyperbolic  Tree,  including 
the  Wall  Street  JournaFs. 

Microsoft's  3-D  effort,  TaskGallery, 
is  experimental  and  will  require  a  lol 
more  bandwidth  than  most  users  have 
today.  "We  all  know  there's  a  lot  mon 
that  can  be  done,"  says  Daniel  Robbins 
a  3-D  interface  designer  at  Microsoft. 

For  now,  some  companies  are  tryinj 
to  make  the  best  of  a  bad  situation  b) 
creating  Web-based  applications  tha 
hide  the  browser.  Unext.com  makes  on 
line  educational  software  that  runs  on  i 
browser;  once  the  program  is  running 
the  browser  disappears.  "We  need  to  jus 
forget  the  browser.  The  browser  has  se 
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us  back  ten  years,"  says  Donald  Norman, 
president  of  Unext's  learning  division 
and  a  partner  in  Nielsen  Norman  Group. 

Eliminating  the  browser  is  exactly 
what  George  and  John  Kembel,  twins 
with  engineering  and  design  degrees 
from  Stanford,  have  managed  to  do. 
Their  shop,  DoDots  Inc., 
sells  software  that  lets  you 
view  a  handful  of  miniature 
Web  pages,  each  one  in  its 
own  little  window  on  the 
screen,  without  having  to 
run  a  browser.  Some  20 
companies  now  make  their 
Web  information  available 
in  this  format. 

These  "dots"  offer  less 
information  than  a  full-size 
site  but  let  you  keep  a  lot  of 
different  information  close 
at  hand.  One  dot  can  have 
the  Merriam  Webster  dictio- 
nary up  on  the  screen,  while 
another  lets  you  track  the 
stock  market.  "You  don't 
have  to  drop  what  you're 
doing  and  hand  over  your 
entire  screen  to  the  browser 
whenever  you  want  to  go 
look  something  up  on  the 


Web,"  says  George  Kembel. 

But  big  sites  present  a  tough  chal- 
lenge for  seamless  navigation.  To  model 
all  of  a  Web  site's  information  for  better 
surfing,  Harlan  Hugh  created  The- 
Brain.  Hugh,  a  26-year-old  college 
dropout,  released  his  first  version  of  the 
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Inxight's  Hyperbolic  Tree  has  roots  at  Xerox  PARC's 

interface  group. 
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Mind-meld:  TheBrain  lets  users  see  a  site's  interconnections 


software  in  1998,  letting  users  creat 
connections  among  all  sorts  of  Web  in 
formation.  A  new  version  lets  compa 
nies  create  sites  that  are  easier  to  use 
"We're  going  to  replace  the  o 
point-and-click  interface  with  some 
thing  that's  much  more  in  tune  wit 
what  the  computer  is  capab 
of,"  Hugh  vows. 

Another  effort,  ZigZa 
from  respected  designe 
Theodor  Nelson,  seeks  t 
create  an  entirely  new  stru< 
ture  for  programmin 
graphics  and  data  storag 
He  envisions  a  "floatin 
world"  in  which  the  us 
"flies"  through  3-D  space  ; 
objects  morph  and  pa: 
around  him.  The  Web's  ear 
designers  erred  by  dumbir 
it  down  to  make  it  work 
says.  "They  got  a  quick  ki 
and  now  we're  paying  for  it 
he  gripes. 

Just  one  problem:  He  h 
no  idea  how  long  it  will  ta 
to  make  ZigZag  work.  F 
now,  the  only  consolation 
this:  Even  a  bad  browser 
better  than  none  at  all. 
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URLazy.com 

Professors  hate  them.  Students  love 
them.  Web  sites  are  posting  free 
lecture  notes  online— and  drawing 
heavy  fire  from  the  Ivory  Tower. 


BY  ADRIENNE  SANDERS 

EVER  SINCE  THE  INVENTION  OF  THE 
photocopier,  enterprising  students 
have  been  more  than  happy  to  sell 
their  lecture  notes  to  lazier  classmates. 
Teachers  warily  tolerated  the  practice. 
Universities  usually  looked  the  other  way. 
Post  them  on  the  Web,  free  and  tor 
ill  to  see,  and  this  quiet  cottage  industry 
is  suddenly  besieged  by  a  controversy 
over  intellectual  property  rights,  free- 


dom of  speech  and  the  decline  of 
education. 

In  the  past  year  13  Web  sites, 
including  Versity.com,  Stu- 
dentU.com  and  Study24-7.com, 
have  posted  lecture  notes  taken  by 
students  in  thousands  of  courses 
at  hundreds  of  schools.  That  has 
brought  rebukes  from  Harvard, 
UCLA,  Princeton  and  other  uni- 
versities. UCLA  and  Berkeley  last 
fall  sent  cease-and-desist  letters  to  Ver- 
sify and  StudentU.  The  sites  retreated. 

"These  companies  interfere  in  the 
student-teacher  relationship  and  have  no 
accountability,"  says  Mathieu  Deflem,  a 
Purdue  University  sociology  professor. 

But  academia  is  finding  the  Weblets 
to  be  tough  adversaries.  The  sites  have 
raised  millions  of  dollars  in  backing,  aim- 
ing to  turn  a  profit  on  advertising  rev- 
enue. Versify,  founded  in  1997  by  four 


20-year-old  college  dropouts,  landed  $ 
million  from  the  likes  of  Venrock  ai 
Sigma  Partners.  Collegeclub.com  just  a 
quired  it  for  an  undisclosed  sum.  St 
dentU  raised  $6  million  from  Houstq 
incubator  NetStrategy. 

Flush  with  cash,  these  sites  get  stj 
dents'  attention  through  stunts  and  ha 
storms  of  promotional  trinkets  like 
tenna  balls,  key  chains  and  baseball  caj 
Versify  unabashedly  encourages  guerq 
tactics  to  promote  itself.  Its  stude 
agents  chalk  up  campus  sidewalks. 
Texas  A&M,  two  students  stand  at  opd 
site  ends  of  a  lecture  hall  and  perform 
kind  of  live  commercial,  shouting  to  eaj 
other:  "Have  you  heard  of  Versity.cor 
"No,  what  is  it?"  And  so  on. 

Versity  goes  about  recruiting  nol 
takers  just  as  blundy,  paying  students  j 
to  $12  per  class  to  post  their  notes  wit 
24  hours.  Students  earn  bonuses  for  J 
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Sometimes  it's  difficult  to  remember 
vhat  they  hired  you  for.  Register.com's 
orporate  Services  Division  was  created  to  help 
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verwhelming  task  of  registering  and  managing 
leir  company's  domain  names.  Once  you  set  up 
i  account,  you'll  have  a  dedicated  Account 
anager,  reachable  by  phone,  to  assist  you  with 
gh  volume  registrations  and  many  other 
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perior  notes  and  early  posting.  Notes  stay 
up  indefinitely,  and  the  ads  that  run  widi 
them  are  expected  to  generate  revenue 
of  up  to  $7  million  this  year,  from  Coke, 
Nintendo  and  Kaplan. 

Study24-7  has  developed  a  stealthier 
marketing  approach.  Co-Chief  Executive 
Craig  Green  says  he  asks  note-takers  to 
tastefully  talk  up  their  offerings  to  class- 
mates and  says  he  hasn't  received  any 
complaints  from  universities. 

The  Web  outfit  gives  students  40% 
of  ad  revenue  tied  to  their  classes,  typi- 
cally about  $400  per  student  each  se- 
mester. Andrew  Coburn,  a  senior  at  the 
University  of  Illinois  in  Chicago,  earned 
$2,000  last  semester  and  a  bonus  eight- 
day  tup  to  1  tawaii  by  attaching  colorful 
diagrams  to  his  biology  class  notes  on 
topics  such  as  meiosis. 

B-school  professors  might  admire  the 

students'  enterprise,  but  otherwise  the 

faculty  doesn't  take  kindly  to  having  its 

intellectual  property  given  away.  lean 

mi,  president  of  the  faculty  sen- 

niversity  of  Vermont,  received 


complaints  about  it  from  hundreds  of 
teachers  last  semester. 

Yet  she  concedes  the  Web  sites  may 
have  a  loophole.  "Laws  are  murky  in 
this  area.  Copyright  belongs  to  the  pro- 
fessor, not  the  note-taker.  But  if  a  stu- 
dent takes  down  and  reinterprets  my 
words,  the  copyright  belongs  to  her," 
Richardson  says.  That's  why  the  Web 
shops  advise  students  to  avoid  copying 
lectures  verbatim. 

In  February  Yale  University  threat- 
ened legal  action  against  Versity  unless 
the  site  immediately  yanked  all  Yale 
notes.  Versity  caved.  The  ban  is  still  in 
place  despite  ongoing  negotiations.  "It's 
unfortunate  that  we  caused  such  an  up- 
roar," says  Janet  Cardinell,  Versity's  di- 
rector of  campus  relations. 

Even  if  the  Web  firms  were  on  solid 
legal  ground,  they  probably  couldn't  af- 
ford protracted  legal  battles.  So  accom- 
modation is  key.  Versity  handed  an 
undisclosed  number  of  options  to  the 
local  note-taking  service  at  the  Univer- 
sity of  Vermont,  gaining  establishing  ties 


s*?^ 


to  the  college;  it  also  struck  a  partnershi 
with  a  service  at  Stanford. 

Versity  has  launched  a  pilot  progr; 
at  eight  schools,  requiring  professors'  p 
mission  before  any  note-taking  occur 
The  instructors  get  the  opportunity  to  n 
view  the  content  prior  to  posting  an 
block  sensitive  portions  of  their  lecture 

Some  professors  are  receptive.  At 
University  of  Vermont,  philosophy  p; 
fessor  Don  Loeb  says  that  such  servii 
let  students  better  "follow  the  thread" 
class  discussion  without  having  to  wo: 
about  scribbling  notes;  that  is  especi 
beneficial  to  foreign  students  and  tho; 
with  disabilities. 

Whether  the  sites  can  turn  a  profit 
another  matter  entirely.  Versity  Chief  Ej 
ecutive  Charles  Berman  concedes  that 
the  future,  he  may  have  to  charge  sti 
dents  for  the  notes,  which  could  prom 
some  to  return  to  the  venerable  phot 
copier.  The  bigger  question,  though, 
whether  the  Harvards  and  Yales  af 
UCLAs  of  the  note-taking  world  will  i 
these  sites  survive  at  all. 
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Is  That  a  Qwerty  in  Your  Pocket? 

Computers  shrink,  but  a  hand  is  forever.  That  spells  opportunity  for  the  inventive  Bob  Olodort. 


BY  SETH  LUBOVE 

THEY  CAN  MAKE  THE  PC  BECOME  A 
PalmPilot  or  maybe  tomorrow  a 
Pinkie.  But  they  can't  do  much 
about  the  real  human  hand  and,  barring 
minor  miracles,  the  need  to  type.  Thus, 
the  mother  of  invention  paid  a  call  on  a 
favorite  son,  Robert  Olodort,  an  inventor 
who  toils  in  an  aging  converted  sheet- 
metal  hangar  of  an  office  at  the  Santa 
Monica  (Calif.)  Airport. 

The  result  is  one  of  the 
hottest  things  going  in  the 
portable-electronics  market — the 
Stowaway  keyboard.  Since  Palm 
Inc.  began  selling  the  foldup  pe- 


ripheral keyboard  in  February,  the  com- 
pany has  scrambled  to  meet  orders.  New 
York  electronics  retailer  J&R  Music  World 
sold  out  its  allotted  200  units  the  first 
week,  at  $100  each.  Users  forced  to  strug- 
gle with  Palm's  quirky,  stylus-based  Graf- 
fiti alphabet  or  to  peck  at  Chiclet-size 
keys  delight  that  the  full-size  Stowaway 
fits  into  a  shirt  pocket  and  weighs  8 
ounces.  Finally,  Palms  and  other  pint-size 
PCs  can  live  up  to  their  hype  as  light- 


OPENS  PEOPLE'S  MINDS  TO  THE 
POSSIBILITIES  OF  SMALL  DEVICES" 


weight  computers  rather  than  overblown 
pocket  organizers. 

That's  got  everyone  from  network 
anchormen  to  tech  visionaries  like 
Daniel  Bricklin  (co-inventor  of  VisiCalc 
the  first  personal-computer  spreadsheet 
showing  off  their  new  toy.  "The  Stow, 
away  opens  people's  minds  to  the  possi 
bilities  of  small  devices,"  says  Bricklin 
Joshua  Newman,  founder  of  a  Palo  Altc 
Calif.  Internet  venture  fund,  leaves  hi 
laptop  home  when  he  trav 
els.  "While  a  Palm  itself  nil 
longer  inspires  techno-lusi 
opening  the  Stowaway  at  1 
meeting  or  on  an  airplan 
always  draws  comment, 
he  swoons. 

And  the  invento 
Olodort,  53,  began  life  as 
documentary  cinemato 
rapher  but  got  more  int 
ested  in  film-editing  mi 
chines  than  in  film  itse 
He  later  invented  an  env< 
lope-label  printer  that's  st 
sold  by  Seiko  as  a  PC  pi 
ripheral.  In  the  early  199( 
Olodort  got  going  on  tr 
keyboard. 

Even  before  the  o 
Apple  Newton  became  i 
industry  joke,  he  knew  th 
handwriting  recognitic 
on  a  handheld  comput 
would  never  supplant  ty 
ing.  And  he  thinks  th 
voice-recognition  syster 
will  be  impractical  in  tig 
settings  and  open  offio 
He  winces  at  his  ov 
"dumb  idea"  from  fi 
years  ago  to  replace  t 
keyboard  keys  with  lig 
beams. 

He  designed  an  ai 
minum-accordion  Qwe 
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It's  always 
the  right  time 
and  place  to 
get  ahead  in 
business. 


The  Sprint  PCS  Wireless  Web  is  here. 

It  doesn't  matter  where  your  employees  are,  as  long  as  they  have  the  information 
they  need  to  do  business.  The  Sprint  PCS  Wireless  Web  Connection  lets  them 
access  your  company's  network  using  their  laptop  PC  and  a  wireless 
Internet-ready  Sprint  PCS  Phone.  They  can  send  and  receive  e-mails, 
check  inventory,  place  orders- all  without  a  phone  jack.  They'll  even 
get  clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide  network, 
serving  more  than  300  major  metropolitan  areas,  including  major  airports 
And  when  your  employees  are  positioned  for  success,  so  is  your  business. 


Sprint  PCS  Phone.  NP1000 


The  Sprint  PCS  Clear  Wireless  Workplace 


1-888-895-4186  or  www.sprintpcs.com/clear 


{^Sprint 


The  clear  alternative  to  cellular. 


Sprint  PCS 


CS  Wireless  Web -'■'  Connection  and  Browser  applications  require  a  wireless  Internet-ready  phone.  Connection  application  requires  the  purchase  of  a  Sprint  PCS  Wireless  Webl,J  Connection  Kit. 

for  computing  devices  supported.)  This  service  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  option  is  available  only  with 
plans  of  $29.99  or  more.  Not  available  to  Prepaid  customers.  Overage  rates  vary  by  plan  or  option.  A  rate  of  SO  39  per  minute  applies  to  all  Wireless  Web  usage  without  a  plan  or  option.  See  the 
lid  Simple  Facts  Guide  for  conditions  on  voice-only  plans  Customers  with  Account  Spending  Limits  or  Sprint  PCS  Add-a-Phonew  are  eligible  only  for  the  $9.99  option  A  complete  statement  of 
lis  and  restrictions  for  Sprint  PCS  Wireless  Web  services  is  available  in  the  Wireless  Web  brochure.  Not  all  phones  are  available  in  all  locations  ©2000  Sprint  Spectrum  LP  All  rights  reserved, 
llprint  PCS  and  the  diamofid  logo  are  registered  trademarks  of  Sprint  Communications  Company  LP,  used  under  license.  Sprint  PCS  Phone  is  a  trademark  of  Sprint  Communications  Company  LP. 
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contraption  that  was  enough  to  get  him 
$1.5  million  in  funding  from  such  nota- 
bles as  Fairchild  Semiconductor  co- 
founder  Jay  Last.  Even  Palm  founder  Jef- 
frey Hawkins  liked  it.  But  it  was  too  bulky 
and  a  manufacturing  nightmare. 

A  year  ago  he  snipped  a  photo  of  a 
keyboard  into  four  pieces,  and  folded 
them  in  a  "W"  shape.  After  overcoming 
engineering  challenges  that  included 
making  the  keys  bounce  back  after  they 
were  squashed,  the  Stowaway  was  born. 


This  time  Olodort  wanted  to  control 
his  fate.  Rather  than  licensing  his  idea,  he 
built  a  company,  Think  Outside,  around 
the  keyboard  and  became  an  original 
equipment  manufacturer  for  Palm, 
Handspring  and,  soon,  Windows-based 
Pocket  PCs  made  by  HP  and  Casio.  If  he 
can  move  the  750,000  units  he's  predict- 
ing for  2000,  Think  Outside  will  have 
revenue  of  $30  million. 

His  quick  success  attracted  $8  million 
more  in  financing  and  the  interest  of 


renowned  Silicon  Valley  venture  capital- 
ist John  Doerr.  "He  walked  us  to  our  car," 
Olodort  beams.  Doerr  is  likely  looking 
beyond  Olodort's  keyboard  to  his  cryp- 
tic promise  of  a  "complete  handheld 
wireless  device,"  that  will  do  for  the  cell 
phone  what  the  keyboard  is  doing  for 
the  Palm. 

"Some  people  think  it's  the  most  ex- 
citing thing  going  on  in  all  of  handheld 
computing,"  Olodort  boasts.  Right  nowj 
we'll  settle  for  the  simple  Stowaway. 
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Module  Mania 

Threats  to  Palm  Inc.'s  domi- 
nance in  handheld  devices 
are  intensifying.  Microsoft, 
trying  yet  again  to  erode  Palm's 
75%  market  share,  just  launched 
an  enhanced  version  of  its  Pocket 
PC  software  for  handhelds  to  be 
made  by  Compaq,  Casio  and 
Hewlett-Packard. 

A  much  friendlier  foe— the 
Visor— is  also  gathering  steam. 
The  colorful  Visor  comes  from 
Handspring,  the  upstart  founded 
two  years  ago  by  Donna  Dubinsky 
and  Jeffrey  Hawkins,  the  duo 
who  invented  the  Palm  Pilot.  The 
Visor  runs  Palm  software  but 
comes  with  an  expansion  slot  for 
add-ons  such  as  cameras,  mem- 
ory cards  and  modems. 

Dubinsky,  44,  and  Hawkins, 
42,  muddled  through  a  near- 
calamitous  launch  in  October, 
when  Handspring  had  to  shut 
down  its  online  store  because  of 
stronger-than-expected  demand 
and  software  glitches.  But  the 
company  seems  to  have  solved 
the  bottlenecks.  It  posted  $16  mil- 
lion in  revenue  in  the  fiscal  sec- 
ond quarter  but  won't  specify  unit 
sales.  Now  distribution  of  the 
Visor  is  expanding  beyond  its  ini- 
tial Web-only  venue.  Handspring  has  signed  deals  to  sell  Visors 
at  CompUSA,  Best  Buy  and  Staples.  The  company  also  has  filed 
for  a  $300  million  initial  public  offering. 

But  the  Visor's  long-term  success  depends  in  part  on  the 
one  key  point  of  differentiation  from  its  bigger  rivals:  that  ex- 
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pansion  slot,  called  the  Springboard.  More  than  2,000  developj 
ers  have  signed  up  to  create  Springboard  modules,  everything 
from  global  positioning  systems  to  voice  recorders.  Right  nov 

only  a  few  modules  are  on  thd 
market,  such  as  Handsprings 
own  poky  modem  and  an  8J 
megabyte  memory  expansior 
But  dozens  more  add-ons  ar| 
slated  to  debut  by  year-end. 
much-anticipated  digital  camera" 
the  Eyemodule,  is  out  but  ma| 
face  a  cool  reception  from  re 
viewers    (see   "Digital   ToolsJ 
p.  352). 

Handspring  refuses  to  charg 
developers  royalties  on  module! 
betting  that  a  free  platform  w| 
stimulate  more  modules,  thi 
more  interest  in  the  Visor.  "V 
have  a  large  investment  in  th| 
platform,  and  it's  very  much  pa 
of  our  business  model,"  says  I 
Epting,  Handspring's  director  \ 
partner  programs.  Co-foundj 
Hawkins  tries  out  new  modul(| 
as  he  walks  around  the  office,  i 
fering  lengthy  e-mail  reviews  arj 
tips  for  developers. 

Whether  consumers  embral 
module-mania  is  another  quel 
tion.  Not  everyone  wants  to  can 
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THOUSANDS  SIGNED  UP  TO  DEVELOP  VISOR 
MODULES.  ONLY  A  FEW  ARE  ON  THE  MARKET. 


around  a  bunch  of  cartridges  or  to  try  to  predict  what  functio 
they  want  their  handheld  computers  to  perform.  Dubinsky  a 
Hawkins  sought  simplicity  in  creating  the  Palm  Pilot.  Mif 
module  proliferation  confuse  that  original  goal? 

-NICOLE  RlDGW, 
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mp  for  startups: 


ON  VALLEY,  May  16-17 


AUSTIN,  June  5-6 


garagelftcom 


we  start  up  startups 


on.  Join  Garoge.com 's  twoday  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 
restors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 
p    ON     TO    WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY. 
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TECHNOLOGY 


KEVIN  KNIGHT,  CHIEF  EXECUTIVE  OF 
Knight  Transportation  in  Phoenix, 
wanted  to  keep  tabs  on  his  1 ,300 
truckers.  Obvious  solution:  QuaJcomm's 
Omnitracs  satellite  communication  sys- 
tem. But  the  price  is  stiff:  up  to  $3,500  or 
so  per  truck  for  installation  plus  $50  a 
month.  Less  obvious  solution:  an  alter- 
native technology  from  Terion  Inc.  of 
Melbourne,  Fla. 

Where  Qualcomm  uses  costly  satel- 
lites to  relay  messages  between  dispatch- 
ers and  drivers,  Terion  bounces  FM  radio 
signals  off  the  earth's  ionosphere.  Knight 
was  told  in  1998  that  it  would  cost  him 
only  $1,500  per  truck,  plus  a  $35 
monthly  fee.  He  not  only  ordered  850  re- 
ceivers for  his  fleet  but  invested  $4.5  mil- 
lion for  a  5%  stake  in  Terion. 

Trucking  companies  are  not  exacdy 
famous  for  being  early  adopters  when  it 
comes  to  technology;  only  a  third  of 
trucks  on  the  road  have  any  kind  of  sys- 
tem wirelessh/  linking  them  to  dispatch- 
ers. As  the  first  to  market  12  years  ago, 
Qualcomm  built  up  a  dominant  80% 
market  share.  Its  Omnitracs  division 
million  last  year,  10%  of  the 


San  Diego  company's  total. 

Six-year-old  Terion  has  a  long  way  to 
go  to  catch  Qualcomm.  It  started  off  in 
1994  as  a  spinoff  venture  of  defense-  and 
wireless-equipment  maker  Harris  Corp. 
A  team  of  Harris  engineers  spent  three 
years  perfecting  the  technology.  In  July 
1997  the  company  won  its  wireless  li- 
cense. To  date  it  has  raised  $61  million 
from  venture  backers  including  Penske 
Capital  Partners  and  Safeguard  Scien- 
tifics,  valuing  the  company  at  $100  mil- 
lion. Roger  Penske's  cash  was  a  big  help, 
but  his  industry  connections  proved  in- 
valuable. He  arranged  for  sales  and  dis- 
tribution deals  with  enginemaker  Detroit 
Diesel  and  Penske  Truck  Leasing,  both 
of  which  he  controls. 

Terion  can  sell  its  system  cheaply 
since  it  hitchhikes  on  existing  telecom  in- 
frastructure. A  dispatcher's  message  is 
sent  via  the  Internet  to  Terion's  central 
network  center,  which  keeps  track  of  a 
truck's  last  known  location.  The  network 
center  redirects  the  bits  to  the  nearest  of 
one  of  800  FM  radio  stations.  The  mes- 
sage is  beamed  from  the  radio  antenna  to 
a  truck  over  unused  broadcast  spectrum, 


Radio  star: 
Terion's  Jeff 
Locke  makes 
the  open  road 
not  so  lonesome 


with  a  range  of  up  to  75  miles.  A 
trucker's  response  bounces  off  the  ionos- 
phere to  antennae  at  one  of  Terion's  eight 
receiving  centers. 

A  dispatcher's  instructions  to  the 
driver  show  up  as  text  on  a  small  com- 
puter in  the  cab.  Readings  on  engine 
heat,  truck  speed  or  other  equipment  car 
be  sent  back  automatically.  A  drawback  i: 
that  one  round  trip  takes  a  minute,  com- 
pared with  30  seconds  for  Omnitracs. 

In  April  Terion  recruited  a  chief  ex 
ecutive,  Jeffery  Locke,  the  top  marketing 
executive  with  Canadian  wireless  carrie 
Rogers  AT&T.  He  plans  to  convinc 
haulers  to  also  install  tracking  devices  t< 
their  trailers.  A  fleet  of  trailers  is  a  larg 
investment;  companies  typically  have  tw< 
or  three  $18,000  trailers  for  every  tractoi 
For  $500  per  trailer,  plus  monthly  fee; 
dispatchers  can  always  know  the  locatio: 
of  each  trailer  an 
whether  it  is  moving 
The  company  recent 
signed  a  letter  of  inter 
with     manufacture 
Wabash  National  Corp.  to  embed  ser 
sors  in  a  line  of  its  trailers. 

Eighteen-wheelers  are  only  a  star 
says  Thomas  Doyle,  Terion's  vice  pres 
dent  of  marketing.  He  wants  to  outf. 
cable  and  utility  service  trucks  as  well  i 
construction  equipment.  The  sensof 
could  also  be  used  to  monitor  a  railroa 
crossing  or  the  temperature  of  a  liqv 
tank.  Locke  says  Terion  is  selling  aboJ 
$1  million  in  systems  per  month,  bij 
sales  are  so  brisk  that  he  expects — wi 
the  monthly  fees —  to  gross  $50  millic 
this  year. 

Qualcomm,  with  1,200  U.S.  oil 
tomers  to  Terion's  57,  is  not  yet  three 
ened  by  its  new  competitor.  Ultimate 
they  both  may  lose  out  to  yet  some  ot 
technology  that  brings  the  cost  dov 
considerably  further.  J.B.  Hunt  Transpcl 
Services  in  Lowell,  Ark.,  the  largest  puj 
licly  held  truckload  carrier,  is  testing  i 
trailer  systems  from  both  Qualcomj 
and  Terion.  But  George  Brooks,  an 
formation  technology  vice  president  I 
Hunt,  is  hoping  for  a  better  deal,  "il 
could  get  a  system  in  the  $300  range] 
would  probably  buy  it,"  he  says. 
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Software  Horizon  By  Joseph  R.  Garber 


Across  the  Great  Divide 


I'M  AMBIVALENT  ABOUT  THE  POLITICAL  CATCHPHRASE 
"digital  divide."  Nicely  alliterative,  it  lends  itself  to  hol- 
low campaign  promises.  On  the  other  hand,  it  is  quite 
true  that  a  bunch  of  Americans  can  afford  neither  com- 
puters nor  Net  connections — and  in  this  digital  econ- 
omy, that  bothers  me. 

A  year  and  a  half  ago  I  sat  in  on  a  computer  class  for 
grammar  school  teachers.  Teachers  can't  teach  what  they 
don't  know,  and  an  appallingly  high  percentage  of  these 
teachers  were  computer  illiterates.  As  the  class  progressed, 
I  wandered  from  workstation  to  workstation  lending  a 
hand  to  befuddled  40-something  educators.  Many  of  them 
had  heard  the  words  "search  engine,"  but  none  had  seen 
one  before. 

Why,  I  asked,  hadn't  these  folks  bought  PCs  and  learned 
how  to  use  them  at  home?  The  sobering  answer:  Most 
teachers  aren't  paid  enough  to  afford  one.  A  yearly  salary  of 
$40,000  doesn't  get  you  very  far  in  Silicon  Valley,  where  a 
one-bedroom  cottage  was  just  gaveled  down  for  a  half-mil- 
lion bucks. 

Sure,  my  plutocratic  township's  school  has  more  PCs 
than  students.  But  45  minutes  up  the  freeway  there  are 
schools  so  impoverished  that  they  have  no  computers  at  all. 
I  know  of  an  immigrant  blue-collar  worker  in  that  particu- 
lar school  district  who  sold  his  rattletrap  car  to  buy  his  son  a 
computer.  He  figured  a  two-hour  bus  ride  to  work  every 
morning  was  not  too  high  a  price  to  pay  for  his  son's  future. 

Another  nearby  school  district  is  able  to  afford  only  two 
do/en  or  so  PCs,  which  it  lends  to  kids  like  library  books. 
When  parents  come  to  pick  up  those  loaners,  they  cradle 
them  in  their  arms  like  babies — their  children's  hope  for  a 
better  life. 

Heartbreaking  stuff.  But  does  it  mean  that  there's  a 
(irand-Canyon-size  digital  divide,  and  Uncle  Sam  should 
ivadi  for  his  (or  rather  your)  wallet  to  fix  it?  Not  the  way  I 
read  the  numbers. 

About  7  million  American  families  live  below  the 
poverty  line.  Politicians  who  think  buying  personal  comput- 
ers for  those  folks  is  a  matter  of  supreme  urgency  have  got 
their  priorities  wrong.  Besides — and  not  to  be  cynical,  and 
education  considerations  aside — people  who  don't  qualify 
for  credit  cards  just  aren't  going  to  do  a  whole  lot  of  Internet 
shopping. 

Some  35  million  Americans  ended  their  education  be- 
fore graduating  from  high  school — 7  million  of  them  never 
made  it  past  sixth  grade.  An  incredible  21%  of  our  popula- 
tion are  functionally  illiterate  and  50%  cannot  read  at  the 
eighth  grade  level.  Setting  aside  questions  about  how  moti- 


vated such  citizens  might  b» 
to  surf  the  Web  seeking  en-l 
lightenment,  it's  obvious  thai! 
the  reason  they're  on  the 
wrong  side  of  the  digital  dij 
vide  has  little  to  do  with  thj 
cost  of  computers. 

Finally,  in  this  nation  ol 
immigrants  there  are  aboul 
14  million  Americans  whJ 
don't  understand  English  sui 
ficiently  well  to  read  a  usel 
manual.  This  country  is  th| 
adoptive  home  to  50  differer 
mother  tongues — and  PC 
structions  written  for  Ameij 
ica's  145,000  Ilocano,  Gujaraj 
and  Punjabi  speakers,  for  ii 
stance,  aren't  easy  to  come  b\ 
Ditto  for  Web  sites. 

Dataquest  says  that  54*] 
of  American  households  o\ 
personal  computers.  Subtraj 
the  very  poor,  the  illiteraj 
and  the  non-English  speakej 
from  the  other  half,  and  you| 
conclude  that  most  of  tl 
people  who  can  benefit  from  a  PC  already  have  one. 
What  about  the  rest? 

About  2  million  old  computers  hit  the  landfills  evej 
month — not  a  good  thing  given  the  amount  of  toxic  mat] 
rials  PCs  contain  (your  CRT  screen  is  about  80%  lead).  So  i 
stead  of  junking  your  old  home  and  office  computers,  wl 
not  give  'em  to  a  charity  for  redistribution  to  schools  ai| 
the  needy? 

That's  not  as  easy  as  it  sounds.  Many  charities  won't 
cept  used  PCs  because  a  computer  without  software  is  ud 
less — but  giving  away  a  computer  equipped  with  soffwa 
may  violate  antipiracy  laws.  (Note  to  Bill  Gates:  Rewritij 
your  Windows  software  license  would  be  a  kindly  act  indeeJ 
Happily,  a  California  not-for-profit,  the  Computer  Red 
cling  Center,  has  established  a  model  program  to  deal  wj 
such  issues.  Its  executive  director,  Steven  Wyatt,  hopes  chl 
ities  in  other  states  will  follow  his  lead.  Check  out  WyatJ 
proposition  at  www.crc.org,  or  e-mail  his  outfit  to  set| 
someone  near  you  has  joined  the  club. 

Joseph  R.  Garber's  E-mail  address  is  garber@well.com. 


A  blue-collar 
worker  I  know  of 
figured  a  two-hour 
bus  ride  to  work 
every  morning 
was  not  too  high 
a  price  to  pay  for 
his  son's  future. 
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The  best  college  grads 
aren't  just  looking  for 
Internet  jobs. 

They're  looking 

for  jobs  on  the  Internet 


Free  trial  job-posting  accounts  through  June  15th. 

Hundreds  of  thousands  of  top  quality  students  and  graduates.  The  nation's  leading 
colleges.  One  source  on  the  Internet,  experience  helps  young  professionals  start 
(heir  careers  and  offers  employers  the  most  targeted  source  of  pre -qualified, 
up-and-coming  talent.  No  other  source  has  the  "twenty-something"  talent  market 
covered  quite  like  we  do. 

\  isit  www.experience.com  or  call  toll-free  (877)  508-4524  to  learn  more  ahout  our 
recruiting  solutions.  As  you'll  see,  attracting  the  best  talent  requires  experience. 


in  e-business 


URVIVAL   MEANS   ATTRACTING   ATTENTION  TO   WHAT  S    CRITICAL. 


j'W  economy,  the  proliferation  of  e-mail  messages, 

k.:oicemail,  faxes,  and  web  sites  can  obscure  or 

terate  time-sensitive,  crucial  data.  BackWeb® 

real  solution.  Its  patented  Polite™  Push  tech- 

jdtomates  the  delivery  of  critical  information — 

to  your  sales  force,  call  center  reps,  employees, 


resellers,  and  customers.  BackWeb  can  ensure  information 

is  noticed  immediately,  with  a  multimedia  graphical  alert 

that  appears  on  users'  PCs.  For  a  white  paper  on  how 

BackWeb  can  accelerate  everything  from  sales  force 

automation    to    executive    communications,    go    to 

www.backweb.com/acceleratel.html  or  call  1-800-863-0100. 


What  Pushes  e-business 


many  companies  using  BackWeb:   Bell  Atlantic  Mobile,  Cisco,  Robertson  Stephens,  Ericsson,  Hewlett-Packard,  Siemens 


TECHNOLOGY 


Digital  Tools  By  Stephen  Manes 


Stars  in  Your  Spreadsheet 


THE  ELECTRONICS  WORLD  DOES  NOT  LOVE 
simplicity.  Show  an  engineer  a  plain-vanilla  TV  set, 
and  the  next  thing  you  know,  it'll  be  linked  to  the 
Web.  Now  comes  a  new  flavor  of  twofer:  a  com- 
puter monitor  with  a  built-in  TV  tuner  and  remote 
control.  When  your  financial  statement  gets  too  depressing, 
you  can  liven  things  up  with  Maria  Bartiromo's  picture-in- 
spreadsheet  coverage  of  your  vanishing  net  worth. 

What  price  convergence?  Samsung's  new  15-inch  flat- 
panel  SyncMaster  150  MP  costs  about  $1,250.  But  that  is 
about  $300  more  than  comparable  TV-less  flat-panel  moni- 
tors, and  hundreds  more  than  traditional  tube  screens. 

That's  a  stiff  premium  in  a  digital  world  where  $50  will 
buy  a  TV  card  you  can  stuff  into  your  computer  and  $100 
will  pipe  Regis  Philbin  through  the  USB  port — assuming 
you  can  get  a  TV  signal  to  the  machine.  Mating  the  TV  elec- 
tronics to  the  computer  instead  of  the  monitor  offers  more 
flexibility,  like  the  ability  to  record  video  on  your  hard  drive 
or  control  the  TV  from  the  mouse  and  keyboard  with  any 
old  monitor  you  happen  to  have  around. 

There  may  be  no  good  reason  to  spring  for  Samsung's 
new  twist  on  convergence.  The  picture  the  SyncMaster 
delivered  from  my  cable  system's  lousy  signals  did  tend  to 
beat  the  computer- 
based  solutions  I 
tried,  including 
Hauppauge  Com- 
puter Works'  WinTV- 
D  card  and  Pinnacle 
Systems'  Studio  PCT\ 
USB  box.  Plugging  in 
the  Samsung  definitely 
beat  installing  quirky  TV 
software.  And  putting  TV 
I  u  net  ions 
^^  in     the 


Does  everything 
have  to  be  on  one 
screen?  Take  your 
laptop  to  the  den  if 
you  want  Seinfeld 
while  you  compute. 


Samsung's 
SyncMaster  150  MP: 
Is  its  built-in  TV  tuner 
worth  paying  a 
premium  price? 
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monitor  relieves  the  com- 
puter of  the  burden  of  ren- 
dering video  while  doing 
something  else,  though  that 
is  unlikely  to  be  a  problem 
unless  you  do  a  lot  of  graph- 
ics work. 

But  seen  in  little  inset 
windows — the  way  you'c 
likely  use  these — picture  dif- 
ferences were  less  significant 
Full-screen  video  was  lous) 
with  all  the  systems,  in  par 
because  extra  digital  artifact; 
result  from  rejiggering  th< 
analog  picture  to  fit  the  digi 
tal  screen,  and  in  part  be 
cause  you  typically  view  sucl 
a  screen  from  a  much  shorte 
distance  than  a  TV,  so  the  im 
perfections  are  literally  ii 
your  face.  The  Samsung' 
built-in  speakers  soun 
worse  than  cheap  externa 
ones  that  come  with  desktop  computers.  Its  elegai 
brushed-metal  front  panel  is  mocked  by  the  spaghet 
nner  of  cables  that  inevitably  snakes  out  the  back. 

Hauppauge  Computer's  $300  digital-TV  card  sug 

gests  intriguing  possibilities.  Provided  you  ahead 

own  a  computer,  it's  the  cheapest  way  so  far  to  decoc 

broadcast  digital  television  signals,  namely  the  higr. 

definition   shows   currently   available   in   moi 

big  cities. 

But  few  cable  systems  carry  these  signals  yet,  ar 
receiving  them  over  the  airwaves  can  be  a  challengl 
At  my  abode  in  hilly  Seattle,  TV  reception  of  ar 
kind  requires  a  big  outdoor  antenna.  Testi 
Hauppauge's  card  involved  buying  Radio  Shad 
rabbit  ears,  toting  a  machine  to  a  colleague's  aer 
and  slowly  twirling  the  dipole  in  ways  thj 
brought  back  visions  of  the  1952  Raytheon  blacj 
and-white  set  of  my  youth. 

The  digital  picture,  once  I  got  one,  was  signij 

cantly  sharper  and  cleaner  than  the  rather  grit] 

ones  the  Hauppauge  served  up  with  tradition] 

signals,  but  not  fully  HDTV-quality.  Similar  carl 

offering  true  high-def  video  should  be  available  f] 

about  $400  from  Hauppauge  and  Pinnacle  withir 
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a\\    Business    is    Personal 


Wednesday.     June     14     -     Friday.     June     16.     2000 
Charleston     Place,     Charleston.     South     Carolina 


Over  the  past  six  years  the  FORBES  CEO  Forum  has  gained  a  repu- 
tation as  tl>e  high-level  corporate  forum  tor  Global  1000  leaders, 
presenting  and  provoking  insightful  dialogue  on  the  impact  of  con- 
verging markets,  advancing  technologies,  and  political  and  social 
change  on  global  business.  Once  a  year.  CEOs  from  the  most 
dynamic  global  companies  enjoy  an  unprecedented  exchange  of 
ideas  and  strategies  with  their  colleagues,  as  well  as  with  renowned 
government  and  academic  leaders. 

This  year,  the  CEO  Forum  2000,  People:  All  Business  Is 
Personal,  will  present  the  very  latest  findings  in  economics,  manage- 
ment, psychology,  and  organizational  behavior  —  empowering 
CEOs  to  better  understand,  anticipate,  and  satisfy  their  customers; 
partner,  collaborate,  negotiate,  or  compete  with  their  competitors; 
recruit,  motivate,  and  retain  top  talent;  design  optimal  organiza- 
tional structures;  and  lead  effectively. 


For   Additional    Information 

Fax:  212-367-3550    Phone:  212-367-3559 

E-mail:  ceoforum@forbes.com      Web:  www.forbes.com/conf 

Forbes  Management  Conference  Group 

28  West  23rd  Street,  10th  Floor.  New  York.  XV   10010 

Limited  sponsorship  opportunities  are  available. 

E-mail  sponsorship  inquiries  to  gewing@forbes.com 
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TECHNOLOGY    Digital  Tool? 


month  or  two. 

Unfortunately,  there's  also  a  software  shortage:  Most 
programs  still  aren't  broadcast  in  high-def.  And  the  high-def 
local  newscasts  I  watched  were  unintentionally  hilarious. 
Though  boasting  that  they  came  "live  from  our  digital  stu- 
dios," the  digital  part  began  and  ended  with  the  anchors 
adrift  at  opposite  ends  of  the  wide  screen.  Cut  to  reporters  in 


the  field,  and  the  picture  contracted  from  widescreen  to  the 
familiar  squarish  format — with  visibly  poorer  quality. 

Which  reminded  me  that  the  convergence  game  can  bd 
countered  with  simpler  solutions.  Who  says  everything  ha!, 
to  appear  on  the  same  screen?  If  you  want  Seinfeld  while  yoi! 
compute,  simply  take  your  laptop  to  the  den  or  buy  a  cheap, 
TV  for  your  office.  F 


Smile!  You're  on  Candid  Organizer! 


Another  new  form  of  convergence  sounds  great  at  first 
blush:  turning  your  organizer  into  a  digital  camera. 
Simply  clip  on  a  lens,  use  the  screen  as  a  viewfinder, 
store  images  in  the  device  and  upload  them  to  your  com- 
puter for  printing  or  e-mailing.  But  so  far  the  concept 
greatly  outstrips  the  reality. 

Kodak's  $180  PalmPix  attaches  directly  to  the  bottom  of 
Palm  Ill-style  models  and  to  slimmer  Palm  Vs  with  the  help 
of  a  third-party  adapter.  Ideo  Product  Development's  $150 
Eyemodule  plugs  into  the  Springboard  socket  on  the  back 
of  the  Handspring  Visor. 

Both  include  a  software  self-timer  that  lets  you  take  pic- 
tures after  a  brief  delay.  Both  deliver  standard  jpeg  images. 
Both  can  take  color  pictures  at  a  low  resolution  of  320-by- 
240  pixels — even  if  the  organizer's  screen  can  display  only 
shades  of  gray.  But  the  PalmPix  adds  a  higher-quality  640- 
by-480  color  mode  and  a  digital  zoom;  the  Eyemodule's 
extra  modes  are  black-and-white  and  even  lower  resolution. 

Even  the  cheapest  cardboard  film  camera  will  shame 
these  units,  which  have  similar  fixed-focus  lenses.  Neither 
offers  the  handy  software  adjustments  for  exposure  and 
color  that  come  with  even  the  cheapest  PC  Webcam. 

The  Eyemodule  I  tried  produced  grainy 
color  pictures  spotted  with  lots  of  flecks  of 
what  looked  like  square  confetti.  Printing 
them  at  even  small  sizes  is  a  bad  idea  un- 
less you're  aiming  for 
the   artistic   effect   of 
looking      through      a 
screen  door  at   Mardi 
Gras;  they  might  be  ac- 
ceptable for  e-mail  and 
Web  purposes. 

With  its  higher  (but 
by  no  means  high) 
resolution  and 

greater  color  grada- 
tion,   the    PalmPix 
produced      signifi- 
cantly   better    pic- 
tures. In  l-by-5  prints, 
block)  pixels  are  \  isibk 
in  continuous  tones;  tl 
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Kodak 

PalmPix:  Okay 
snapshots— if 
you  can  figure 
out  what  you 
are  shooting. 


Ideo  Eyemodule  (attached 
to  top  of  Visor):  Its  picture 
quality  will  not  make  you 
turn  Handsprings. 

pictures  are  not  terribli 
but  you'll  have  to  fidd 
with  them  in  photo-edit 
ing  software.  An 
PalmPix  photos  take  u 
only  slightly  more  spac 
on  the  device  or  dis 
than  the  Eyemodule 
much  cruder  snaps. 

The    Eyemodule 

easier  to  use,  thanks  to 

handy  little  button  o 

the  front  that  wakes  u 

the  unit  and  serves  as  tl 

shutter  release.  Whe 

used  as  a  viewfinder,  tl 

monochrome  display  n 

freshes    itself   quickl 

y  easy  to  set  up  shots.  B 

lacking  batteries,  the  Eyemodule  sucks  up  tl 

Handspring's  power  in  a  hurry. 

The  PalmPix  has  batteries  of  its  own,  so 

makes  relatively  little  demand  on  the  Palrr 

power  supply.  But  it  lacks  a  button,  making 

less  convenient  to  use.  Its  viewfinder  mo 

which  displays  in  monochrome  even  on  t. 

new  color-screen  Palm  I  lie,  is  slow  to  refre 

blocky  and  sometimes  incomprehensible.  C 

bright  days,  the  color  Palm's  screen  is  often  ove 

powered  by  the  sunlight.  And  color  photos  tei 

to  look  blotchy  on  that  screen,  thanks  to  its  i 

stricted  color  range  and  resolution. 

A  few  digerati  may  be  willing  to  put  up  with  su 
annoyances  in  exchange  for  handy  instant  snaps  frc 
tiny  devices.  Those  who  value  image  quality  will  ta 
along  a  real  camera. 

Stephen  Manes  (steve@cranky.com)  is  the  cohost  o/Digital 
Duo,  (i  weekly  public  television  series.  Visit  his  forum  at  our  IS 
site,  www.forbes.com/nuines. 


You're  ready. 

Is  your  building? 


No  one  can  get  your  building  Internet  ready  faster. 

Like  trying  to  race  without  your  motorcycle,  the  promise  of 
broadband  Internet  services  is  meaningless  if  you  have  to  wait 
forever  for  installation.  Make  one  call  to  eziaz  and  we'll  get  your  office 
buildings  Internet  ready  in  60  days  or  less.  Not  only  do  we  get  it 
done  faster  with  our  non-intrusive  installation  methods,  we  do 
it  with  no  hassles,  no  mess  and  no  disruption  to  your  building. 
It's  just  that  easy.  Call  1-877-44eziaz  or  visit  us  online  at  www.eziaz.com 

Getting  connected  is  easy  as 


eziaz 


000  eziaz  inc.  Formerly  SiteLine,  AccessReady,  inBuilding  Systems 
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What  Goes  Up  ... 

AIM's  Charles  Scavone  is  a  master  at  using  earnings  momentum  to  identify  high-flying  stocks 
early  in  their  trajectories.  Now  he's  using  the  same  technique  to  make  money  when  those 
stocks  crash  to  earth,  selling  them  short.  Momentum  in  reverse. 


BY  DANIEL  FISHER 

HOUSTON-BASED  AIM  CAPITAL 
Management  has  made  a  sci- 
ence out  of  momentum  in- 
vesting, buying  companies 
with  accelerating  earnings 
and  dumping  them  the  instant  that 
growth  starts  to  slow. 

It's  a  reliable  way  to  make  money  in 
a  rising  market  and  AIM,  a  unit  of 
British  funds  giant  Amvescap,  bal- 
looned to  $160  billion  in  assets  during 
the  great  bull  market  of  the  1990s.  The 


change  relaxing  rules  on  how  funds 
make  money.  Before  then  a  fund  could 
be  penalized  for  having  too  large  a  per- 
centage of  its  profits  from  "short-term" 
gains — a  painful  rule  given  that  a  gain 
on  a  short  sale  is  always  treated  as 
short-term,  however  long  the  position 
is  held. 

Thus  far,  short-selling  serves  as 
more  of  an  insurance  policy  for  AIM 
than  a  big  moneymaker.  At  the  end  of 
the  April  market  bloodletting,  his  three 
funds  were  still  in  positive  territory: 


the  first  quarter  and  is  still  open. 

A  word  of  warning:  All  three  fund 
have  high  initial  sales  charges  (5.5% 
and  annual  expenses  (2.3%).  But  yo 
don't  have  to  buy  his  funds  to  use  Sea 
vone's  techniques.  Either  you  can  shoi 
a  loser  that  turns  up  or,  in  his  word: 
avoid  "riding  a  stock  flaming  into  th 
earth's  mande." 

Scavone  starts  with  daily  reports  q 
companies  that  have  reported  troublin 
events,  from  missing  analysts'  earning 
estimates,  to  reporting  higher  inventc 


ANY  MODEL  YOU  BUILD  THAT  LETS  YOU  IDENTIFY  REALLY  GOOD  STOCKS  BY  DEI 


ten-year  annualized  return  on  its  stock 
funds:  18%,  three  points  better  than  the 
industry  average. 

But  AIM's  strategy  always  left  port- 
folio manager  Charles  Scavone  feeling 
cheated.  After  all,  momentum  works 
both  ways.  "If  we  felt  a  stock  was  going 
to  fall,  the  best  we  could  do  was  sell  it," 
Scavone,  37.  "We  were  leaving  an- 
other 30%  or  more  on  the  table." 

Not  any  more.  Over  the  past  two 
years  AIM  set  up  three  new  funds — the 
Small,  Mid  and  Large  Cap  Opportuni- 
ties Funds — that  can  short  up  to  25% 
o!  assets.  "We  like  for  our  short  posi- 
tions to  go  from  Large  Cap  Opportuni- 
|]  the  way  down  to  Small  Cap  Op- 
portunities," Scavone  jokes. 

What  encouraged  AIM  to  set  up  this 
trio  of  portfolios  was  a  1997  tax  law 


Short  Picks 


Small  Cap  up  17%  for  2000,  Mid  Cap 
up  13.6%  and  Large  Cap  up  21.7%. 
This  at  a  time  when  other  hot  growth 
players  were  down  for  the  year. 

Until  the  Nasdaq  meltdown,  Sca- 
vone's  funds  were  racking  up  typical 
go-go  performances. 
Now  closed  to  new  in- 
vestors, the  Small  Cap 
fund  (assets:  $780  mil- 
lion) and  the  Mid  Cap 
fund  ($650  million) 
generated  returns  of 
142%  and  148%,  re- 
spectively, in  the  12 
months  ended  Mar.  31. 
The  newer  Large  Cap 
Opportunities  Fund, 
with  just  $60  million  in 
assets,  returned  28%  in 


ries,  to  receiving  an  auditor's  advenj 
opinion.  During  quarterly  earnings  sej 
son,  AIM's  computerized  screens  gene 
ate  hundreds  of  potential  short  pos| 
tions  a  day. 

From  there,  Scavone  and  his  si 


Among  reasons:  falling  earnings  estimates,  slimmer 
margins.  Some  are  down  already,  with  more  to  come.j 

Recent 
Company  price    P/E   Reason 


IDEC  Pharmaceuticals  $77 


84    Biotech  highflier  has  slowing 
growth  rate,  falling  estimates 


Newell  Rubbermaid 


25       75    Aggressive  acquisitions  by 

housewares  company  can't  nidi 
deteriorating  financial  performarj 


Progressive 


63       18    Auto  insurer's  margin  plunges ; 
buys  market  share  with  lower  ral 


Visx 


14       11    Maker  of  laser  eye  surgery  gears 
growth  slow  as  competition  heatj 


358 


1     I  >    K    B    E    S 


May  15.  2000 


100* 


1. 


+0*00 


♦17    0*140 


♦$•00 


I  { 


MNPX    00*00     •o.o*     01 
ftOIMC     10.0*  01 

10.00     ~0«4J<     01 


*f^ 


♦0.0 i      01 
•0.    4      01 


\ 


: 


I     HMO    01 

•0.03     01 


nws 


YOU  TQ II 


IAD  STOCKS" 


♦  *  ♦ 


♦  ♦  ♦ 


1 


Pfc. 


.♦.     .* 

♦  ♦.♦. 

♦  ♦  ♦ 

\ 


I 


♦  ♦  ♦ 

♦  ♦  ♦ 


o  momentum 
layer  Scavone, 
hortingis 
mart  downside 
isurance. 


portfolio  managers  try  to  find  compa- 
nies that  are  likely  to  show  more  such 
disappointments — downward  mo- 
mentum, as  it  were — because  of  slow- 
ing sales  growth,  a  botched  acquisition 
or  heightened  competition.  It's  the 
mirror  image  of  what  AIM  looks  for  on 
the  upside.  Not  all  of  his  shorts  are 
high-flying  tech  stocks.  Some  are 
dowdy  industrials. 

Take  Newell  Rubbermaid  (see  table, 
facing  page),  which  has  a  P/E  of  75. 
Earnings  and  revenue  may  be  growing, 
thanks  to  an  energetic  acquisitions  pro- 
gram, which  last  year  brought  in  Rub- 
bermaid. But  Scavone  finds  that  mis- 
leading: Negative  earnings  surprises 
have  occurred  in  three  of  the  last  five 
quarters,  with  analysts'  estimates  down 
7%  for  fiscal  2001. 

Not  surprisingly,  many  of  Scavone's 
short  picks  are  companies  AIM  rode  on 
the  way  up.  "Any  model  you  build  that 
lets  you  identify  really  good  stocks  by 
default  allows  you  to  identify  really  bad 
stocks,"  says  Scavone,  a  Louisiana  na- 
tive who  has  an  M.B.A.  from  the  Uni- 
versity of  Houston. 

Scavone  recently  shorted  Visx,  a 
provider  of  laser  eye-surgery  equipment. 
He  loved  the  stock  when  Visx  was  rack- 
ing up  20%-plus  sales  gains  and  domi- 
nating the  competition.  In  fact,  last  year 
Scavone  shorted  35,000  shares  of  a  Visx 
competitor,  Sunrise  Technologies  Inter- 
national, in  a  correct  bet  that  Sunrise's 
method  would  be  rejected  by  the  Food 
&  Drug  Administration. 

But  now  it's  Visx's  turn  in  the  dog- 
house. Competition  forced  the  com- 
pany to  cut  the  fee  it  charges  surgeons 
from  $250  per  operation  to  $100  in 
February,  and  Scavone  says  his  research 
indicates  doctors  are  even  balking  at 
that.  Sales  fell  in  the  first  quarter  of  this 
year  and  analysts  have  in  the  space  of  a 
few  months  halved  their  fiscal  2001 
earnings  estimates  to  $1.04  a  share. 

Visx  shares,  which  shot  as  high  as 
$103  last  year,  recently  traded  at  $14. 
Scavone  is  convinced,  though,  that  they 
have  further  to  fall. 

Scavone  did  a  similar  turnabout  last 
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year  on  Stewart  Enterprises,  a  New  Or- 
leans-based operator  of  funeral  homes. 
AIM  owned  6.8%  of  the  company  as  of 
February  1999.  But  then  Scavone  saw 
signs  of  an  earnings  crunch  as  Stewart 
had  to  absorb  high-priced  acquisitions 
and  faced  margin  pressure  from  less  ex- 
pensive cremations.  He  waited  until 
AIM  unloaded  the  last  of  its  shares  and 
then  shorted  the  stock  in  time  to  watch 
Stewart  plunge  75%  to  $4. 

Scavone's  momentum-in-reverse 


strategy  doesn't  work  for  all  stocks.  It's 
hard  to  determine  when  to  short  a  dot- 
com stock  with  no  earnings  to  deceler- 
ate. Nevertheless,  Scavone  has  shorted 
some  after  AIM  sold  shares  it  obtained 
in  an  initial  public  offering.  "That's  not 
analysis,  that's  trading,"  he  admits. 

Shorting  remains  risky — there's  no 
limit  to  what  you  can  lose,  if  you  refuse 
to  let  go.  So  Scavone  always  covers  his 
position  after  a  stock  rises  25%. 

Even  when  Scavone  bets  against  a 


Mutual  Fund 
Grasshoppers 

Some  tech  fund  managers  don't  keep 
much  rainy-day  money  around.  God 
forbid  we  ever  get  a  prolonged  crash. 


BY  JAMES  M    CLASH 

THE  MARKET  MAY  BOB  UP  AND 
down,  but  there  hasn't  been  much 
in  the  way  of  mutual  fund  re- 
demptions lately.  Bull-market  psychol- 
ogy is  hard  to  shake.  Everybody  knows 
things  will  go  up  again. 

That's  why  some  technology  fund 
managers  keep  low  cash  stashes.  The 
cash  is  around  to  pay  off  investors  if 
they  head  for  the  door.  The  managers 
prefer  to  be  fully  invested,  at  the  ex- 
pense of  stocking  up  for  bad  times,  to 

Razor's  Edge 


squeeze  the  most  return 
out  of  a  frenzied  market. 
Should  this  concern 
you?  Yes,  if  you  have 
any  lingering  fears  of  a 
prolonged  bear  market, 
which  might  induce  fund 
shareholders  to  turn 
tail.  Panicky  redemptions 
haven't  been  a  problem  of 
late — fund  investors 
maintained  their  sang- 
froid throughout  the  mid-April  crash 
in  technology  stocks — but  they  have 
occurred  before  (for  example,  in  the 
1973-74  bear  market),  and  they  could 
occur  again. 

The  table  below  lists  five  funds  that 
are  particularly  vulnerable.  They  have 
high  average  price/earnings  ratios,  low 
grades  for  performance  in  a  down  mar- 
ket and  low  cash  balances. 

Paul  Wick,  who  runs  the  Seligman 
Communications  &  Information 
Fund,  is  on  our  grasshopper  list.  He 


These  technology  funds  keep  scant  cash  reserves  compared  with  their  peers.  In 
an  up  market  they  should  outperform.  But  in  a  sustained  downturn,  watch  out.  A 
rash  of  shareholder  redemptions  will  quickly  suck  them  dry.  Their  managers  will 
be  forced  to  sell  stock  at  distressed  prices  to  make  up  the  difference. 

TOTAL  RETURN 

Performance  Cash  Year  Weighted 

UP    DOWN  on      Latest       to        3-year  average 

markets         Fund  hand1     week      date   annualized        P/E 


A*      D 


Alliance  Technology  Fund  A 


2.4% 


*♦      D 


Dreyfus  Premier  Technology  Gr  A      2.5 
Invesco  Technology  Fund-ll  10 


A*      D 


Seligman  Commun  &  Info  A 


3.5 


United  Science  &  Technology-A         3.6 


-13.1%     5.7% 


49.4% 


-15.6       1.6 


NA 


-16.7       1.4 


53.1 


-8.7       4.7 


42.6 


-16.6     -6.2 


55.5 


54 


56 


57 


47 


48 


Returns  through  Apr  13   »  Fund  not  old  enough  to  be  rated  As  a  percent  of  assets  per  latest  Upper  report.  NA:  Not  applicable. 
Sources:  Forbes.  Upper  Inc.;  Mormngstar  Inc 
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company  and  loses,  he  doesn't  give  up 
Sometimes  investors  are  just  ignorinj 
what  he  knows  is  going  on.  So  he  wait 
for  a  catalyst — an  executive's  negativ 
comment  at  a  trade  show,  or  mayb 
missed  quarterly  numbers — and  short 
the  stock  again. 

"We  learned  that  companies  could  g 
on  for  long  periods  with  an  incredibl 
positive  earnings  trajectory,"  Scavon 
says.  "But  when  things  turn,  they  can  g 
down  for  an  equally  long  time."  I 


■V 


keeps  3.5%  of  his  portfolio  in  ca 
Mark  Herskovitz,  who  runs  Drey: 
Premier  Technology  Growth  Fu 
has  just  2.5%  in  cash.  To  meet  a  I 
of  redemptions,  these  manag 
would  have  to  borrow  money  ai 
or  sell  stock  from  their  portfol 
when  prices  are  plummeting.  An 
rash  of  fund  sales  would  make 
downturn  worse. 

If  they  could,  most  managers  w 
low  cash  positions  would  prefer  to  b 
row  in  a  crash,  so  they  wouldn't  havi 
accept  fire-sale  prices  for  their  stO' 
Easier  said  than  done.  Typically 
can  only  borrow  up  to  one-third  of 
sets  and — here's  the  hard  part — m 
pay  back  the  loan  within  30  di 
Should  the  market  keep  dropping 
months,  managers  eventually  would 
forced  to  sell  at  whatever  lousy  pr 
prevailed,  then  pay  back  the  lo 


CALL  US  RADICAL  THINKERS 
BUT  IN  B2B  E-COMMERCE 
BUYERS  DON'T  ALWAYS 
OUTWEIGH     SU  PPLIERS. 


■ 


. 


requisite 


E-CONTENT     SOLUTIONS    THAT     POWER     B2B     E-COMMERCE 
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while  meeting  more  redemptions. 

For  a  long  time,  investor  optimism 
has  ruled  the  market.  A  1996  study  by  the 
Investment  Company  Institute  found 
that  fund  redemptions  have  steadily  de- 
creased following  market  turbulence. 

And  so  fund  managers  keep  less 
cash  on  hand.  According  to  fund-rater 
Morningstar,  cash  in  1987  was  9.8%  of 
equity  funds'  portfolios.  Three  years 
ago,  that  had  dropped  to  6.4%.  Today  it 
sits  at  just  5.3%. 

Some  tech  fund  managers  reflect 
the  Zeitgeist  with  a  whistle-past-the- 
graveyard  outlook.  William  Keithler, 
48,  who  manages  the  $8.4  billion  In- 
vesco  Technology  Fund  from  Denver, 
doesn't  think  a  dark  day  is  imminent, 

IN  1987  CASH  WAS 
9.8%  OF  EQUITY 
FUNDS'  PORTFOLIOS. 
TODAY  IT  SITS 

AT  A  MERE  5,3% 

and  he's  not  worried  about  his  in- 
vestors bailing  out.  In  coming  months, 
Keithler  says,  the  market  will  "move  on 
to  greater  glory." 

He'd  better  be  right.  With  1%  of  his 
fund's  assets  in  cash,  Keithler  could 
meet  just  $84  million  in  redemptions 
before  he'd  be  forced  to  borrow  or  sell 
into  a  down  market.  "You  hate  to  be 
forced  to  sell  things  at  prices  that  you 
don't  think  are  good,"  he  admits.  "But 
at  the  end  of  the  day,  if  you're  forced  to 
sell,  you're  going  to  sell." 

keithler's  customers  subscribe  to 
the  philosophy  that  you  buy  on  dips. 
"We're  more  likely  to  see  money  coin- 
ing in  following  down  days,"  he  says. 

In  early  April  Keithler  was  putting 
that  money  to  work.  He  got  Broadcom 
at  $150  (down  from  its  March  high  of 
$246)  and  Oracle  at  S75  (March  high: 
$88).  And  he  prepared  for  more  of  an 
influx  of  investor  dollars,  once  the  tem- 
lie  passed.  For  these  scares  are 
only  temporary,  aren't  they?  Maybe.  F 


STOCK      FOCUS 

Euro 
Bargains 

Exhausted  by  Nasdaq  volatility? 
Take  a  look  at  the  old-line  European 
firms,  but  be  discriminating. 

BY  DEBORAH  ORR 


TALK  ABOUT  CHEAP.  SCORES  OF 
European  companies  are  avail- 
able at  bargain-basement 
prices — trading  at  5  to  15  times 
earnings.  Just  think:  Back  in  the  U.S. 
you  would  be  hard-pressed  to  find  a 
good  tech  stock  trading  at  that  low  a 
multiple  of  its  sales. 

The  other  side  of  this  coin  is  that 
some  of  these  Eurocheapies  deserve 
to  be  cheap.  For  operational  or  po- 
litical reasons,  they  will  have  a  hard 
time  making  those  earnings  go  up. 

To  illustrate  the  point,  let's  begin 
with  the  winners.  Many  of  these  are 
undervalued  gems  that  are  takeover 
bait,  particularly  in  the  merger- 


minded  United  Kingdom. 
Prime  example:  The  British 
utility  Powergen,  whose  stock 
has  fallen  40%  in  the  past  yeai 
to  $6.44,  or  3.7  times  trailing 
earnings.  That's  not  justified 
Powergen  is  a  nimble  nev 
company  unencumbered  by < 
state-owned  legacy  or  trouble 
some  nukes. 

Then  there's  Britain's  BB> 
Group,  a  conglomerate  tha 
makes  hydraulic  equipment 
services  aircraft  and  manu 
factures  nonwoven  textiles  for  thing 
like  diapers.  The  market  has  turned  u 
its  nose  at  this  conglomeration.  Evei 
though  earnings  are  growing  at  a  15*) 
clip,  the  stock  is  at  just  12  times  earn 
ings.  A  perfect  bust-up  candidate  for  a 
acquirer. 

Another  possible  acquisition  targ< 
is  London-based  TI  Group,  the  glob; 
leader  in  making  the  tiny  copper  tube. 
found  in  brake  systems  and  refrigen 
tion  components.  Tl's  cheap  share  pric 
caught  the  attention  last  year  of  Koh 
berg  Kravis  Roberts,  which  took  a  5( 
stake  when  the  shares  were  trading  i 
$6.40.  They  are  down  20%  sine 
Maybe  the  buyout  firm  will  be  willir 


frans-Atlantic  Pick&and  Pans 


Europe's  markets  are  full  of  cheap  industrials,  utilities  and  consumer  stocks. 
Some  bargains  are  good  companies  well  worth  grabbing  before  the  market  wised 
up.  But  some  are  justifiably  cheap— and  likely  to  stay  that  way.  They  suffer  fromj 
major  obstacles  that  will  prevent  investors  from  getting  a  good  return. 


Company/country 

Enterprise 

value 
multiple1 

2000 

estimated 

P/E 

Price 

change 

year-to-date2 

Market  1 
value  1 
($mil)l 

BUY  THESE 

BBA  Group  UK 

8.8 

12.2 

-18.6% 

$2,87l| 

BMW/Germany 

4.2 

16.6 

-6.2 

18,359| 

Continental/Germany 

5.5 

7.9 

-7.2 

2123 1 

Powergen  U  K 

3.9 

6.9 

-4.0 

4,472 

J.  Sainsbury/UK. 

5.2 

14.7 

-11.9 

9,530 

TIGroop/U.K. 

8.1 

7.8 

-30.6 

2,690 

Volkswagen/Germany 

1.9 

8.5 

-30.2 

14,672 

AVOID  THESE 

British  Energy  U  K 

1.6 

7.0 

-50.1 

1,771 

Micheiin/France 

4.0 

7.9 

-9.2 

4,82! 

Safeway/U.K. 

5.6 

12.7 

-4.0 

3,441 

Veba/Germany 

4.3 

16.7 

6.0 

25,771 

Viag/Germany 

4.5 

22.1 

9.3 

13.79' 

Figures  as  of  Apr  18.  Enter) 

irise  value  (market  cap  plus  net  debt)/earnings  before  interest, 

tax  and  depreciatii 

In  U  S  dollars  Sources.  IBES  International  and  Worldscope  via  FactSet  Research  Systems. 
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to  pay  a  premium  for  the  other  95%. 

But  Europe  also  is  rife  with  under- 
appreciated companies  that  will  do  well 
on  their  own.  They're  either  too  big  to 
acquire  or  are  controlled  by  families 
with  no  professed  desire  to  sell  out. 

Take  J.  Sainsbury  Pic,  the  third- 
largest  British  grocer  in  a  market  domi- 
nated by  Tesco  and  Wal-Mart/ ASDA.  The 
controlling  Sainsbury  clan  has  taken 
some  unusual  steps  to  jack  up  the  com- 
pany's solid,  if  uninspiring,  profit  per- 
formance. Sir  Peter  Davis,  who  turned 
around  Prudential  (the  British  insurer, 
not  the  U.S.  one),  has  been  brought  in  to 
do  the  same  with  the  grocer.  Sainsbury  is 
a  venerable  brand,  like  Prudential,  that 
better  marketing  could  help. 

Volkswagen  has  first-rate  products 
and  marketing — it's  too  big  for  regula- 
tors to  permit  it  to  be  bought,  though. 
BMW,  controlled  by  the  Quandt  family,  is 
shedding  the  ill-advised  Rover  purchase 
and  setting  about  launching  new  entries 
to  complement  its  luxury  offerings.  Con- 
tinental, the  world's  fourth-largest  tire- 
maker,  is  moving  into  high-growth  areas 
like  auto-chassis  electronics. 

And  then  we  have  the  dogs.  One 
hund  will  be  formed  out  of  two:  soon- 
to-merge  German  utilities  Viag  and 
Veba.  Government  threats  to  shut  down 
nuclear  plants  are  enough  to  scare  away 
investors,  both  financial  and  strategic, 
no  matter  how  cheap  the  stock. 

Plodding  British  Energy  has  lost 
hall  its  market  value  for  good  reasons. 
The  British  government  retains  a  con- 
trolling vote  and  can  veto  any  deal  it  (or 
its  unions)  deems  unattractive.  Not  that 
anyone  is  clamoring  for  one.  Its  nukes 
aren't  about  to  close,  but  they're  no  big 
selling  point. 

Anemically  growing  Safeway,  fourth 
among  Britain's  grocers,  would  seem  to 
be  a  tempting  target  for  any  of  the  top 
three — if  only  to  keep  the  properties 
out  of  a  competitor's  hands.  Nice  idea, 
but  there's  a  little  problem:  The  compe- 
tition authorities  aren't  likely  to  allow 
that  kind  of  concentration. 

In  France  Michelin  is  another  bar- 
gain you  sh  uld  avoid  Problem:  Rising 
prices  of  rubber  and  oil  for  synthetics,  r 
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Small-cap  value  manager  James  Larkins  revels  in  grimy 
companies  like  auto  parts  suppliers  and  jet  engine 
manufacturers.  A  good  way  to  avoid  Nasdaq  whiplash. 


BY  MARY  BETH  GROVER 

NASDAQ'S  YO-YO  ACT  LATELY  HAS 
many  fund  managers  grinding 
their  teeth  in  their  sleep.  But 
James  Larkins,  manager  of  the 
Wasatch  Small  Cap  Value  fund,  is 
resting  well.  His  fund  is  up  7.8%, 
year-to-date. 

"I  can't  help  but  feel  a  little  bit  of 
glee  seeing  a  lot  of  these  stocks  get 
aired  out,"  says  Larkins.  "The  greater 
fool  theory  has  been  winning  for 
too  long." 


That's  for  sure.  As  hyperinflat 
Internet  stocks  have  pushed  the  aj 
nual  returns  of  small-cap  growl 
managers  to  28%  over  the  past  th 
years,  their  hapless  small-cap  vail 
peers  have  eked  out  just  7%,  accoij 
ing  to  fund  rater  Morningstar  I J 
Larkins'  fund,  which  he  comanaj 
with  Robert  Gardiner,  has  just  Si 
million  in  assets  despite  being  ontj 
the  best  in  its  class.  Since  its  inoj 
tion  in  December  1997  the  fund 
matched  the  Standard  &  Poor's  fl 


Volatility  Medicine 


Small-cap  value  funds  are  gaining  new  luster.  The  bargains  shown 
below  outperform  their  peers. 


Fund 


3-year 

annualized 

return 


Net 
assets 
($mil) 


Annual 
expenses 
per  $100 


Acorn  USA 

18.7% 

$376 

$1.15 

Berger  Small  Cap  Value 

17.2 

500 

1.37 

William  Blair:  Value  Discovery 

18.9 

3 

1.52 

Clover  Small  Cap  Value 

22.5 

27 

1.40 

Royce  Low  Priced  Fund 

20.8 

30 

1.49 

Royce  Opportunity  Fund 

26.3 

122 

1.25 

Tocqueville:  Small  Cap 

27.7 

40 

1.52 

Sources:  Forbes;  Upper  Analytical  Services. 


stock  index  and  trounced 
its  peers,  returning  an  av- 
erage of  22.8%  per  year. 
Leave  the  dot-coms  to 
the  fools.  Larkins,  33, 
prospers  by  buying  down- 
and-dirty  companies  that 
have  an  edge  in  their  busi- 
nesses that  Wall  Street 
doesn't  appreciate.  The 
son  of  a  practical-minded 
electrical  engineer,  Larkins 
revels  in  companies  like 
auto  parts  manufacturers 
and  makers  of  jet  engine 
components. 

And  the  more  surface 
blemishes  they  have,  the 
better — Larkins  grabs 
them  when  they've 
missed  earnings  esti- 
mates and  been  dumped 
b  Wall  Street.  "You  can  buy  these 
I  ipanies  at  a  level  where  your  down- 
si  ■  risk  is  minimized  and  your  upside 
p  ential  is  incredible,"  he  says. 

'These  days  he  has  been  buying  CSK 
AJo. The  $1.2  billion  (sales)  company 
is'ne  of  the  leading  retailers  of  auto 
p^ts,  yet  trades  at  just  seven  times 
trUing  earnings..  Investors  have 
i«  iped  the  stock  largely  because  of 
ildebt  it  incurred  in  acquiring  280 
i|>  parts  stores  last  year. 


interest  and  taxes)  rise  30%  this  year  to 
$197  million.  CSK's  enterprise  value 
(debt  plus  market  capitalization  of 
common)  is  five  times  that  sum. 

Monro  Muffler  Brake,  which  owns 
and  operates  auto  repair  shops,  has  a 
mere  $68  million  market  cap,  small  in 
relation  to  revenues  of  $194  million. 
Investors  bailed  out  of  the  company  in 
the  fall  of  1998  when  it  acquired  the 
struggling  Speedy  Muffler  King  chain 
of  205  stores.  Monro  needed  to  diver- 
sify beyond  mufflers  because  auto 
manufacturers  had  switched  from 
equipping  cars  with  cheap  aluminum 
mufflers  to  long-lasting  stainless 
steel  ones. 

Monro  was  moving  into  inspec- 
tions, tire  rotations  and  lube-and-oil 
jobs — and  needed  Speedy's  shops  to 
provide  the  market  penetration  to 


have  to  replace  them — after  so  many 
flights  or  hours  in  the  air,  for  instance." 
The  Federal  Aviation  Administration 
recently  approved  Heico's  production 
of  new  parts  such  as  turbine  fan  blades. 
Larkins  reckons  the  opportunity  for 
these  parts  is  equal  to  the  company's 
entire  existing  revenues  of  $141  mil- 
lion. Earnings,  he  says,  will  be  up  32% 
to  $25  million,  or  $1.36  a  share,  for  the 
2001  fiscal  year.  The  stock  trades  at  ten 
times  those  earnings. 

WD-40  was  until  recently  a  tired 
spray-lube  firm.  Under  Chief  Execu- 
tive Garry  Ridge  it  is  waking  to  new 
ways  to  leverage  its  distribution  chan- 
nel. The  company  bought  the  Lava 
pumice  soap  line  off  Block  Drug  and 
will  peddle  the  soap  in  the  40,000 
home  improvement  and  hardware 
stores  that  sell  WD-40. 

Larkins  figures  that  moves  like  this 
will  make  WD-40  a  growth  stock  once 
again.  He's  predicting  earnings  of 
$23.5  million,  or  $1.52  a  share,  on  rev- 
enue of  $165  million  for  the  Aug.  31 
fiscal  year.  The  stock  trades  at  $19.25. 

Also  on  the  low-down-and-dirty 
side  is  Larkins'  holding  in  Rainbow 
Rentals,  a  small  92-store  chain  with  a 
market  cap  of  $53  million.  The  stock 
goes  for  $8.75  or  1 1  times  trailing  earn- 
ings. The  company,  which  tends  to  op- 
erate in  scuzzy  neighborhoods,  rents 
everything  from  furniture  to  televi- 
sions. Earnings  grew  17%  last  year,  to 


THE  GREATER  FOOL  THEORY  HAS  BEEN 
WINNING  FOR  TOO  LONG" 


make  the  foray  pay  off.  It  will  pay,  pre- 
dicts Larkins;  he  predicts  that  earnings 
for  the  Mar.  30,  2000  fiscal  year  will 
come  in  at  $7.7  million,  or  86  cents  a 
share.  The  stock  goes  for  ten  times 
those  earnings. 

Heico  sells  jet  engine  replacement 


parts,  typically  for  20%  less  than  com- 
I  'his  year,  however,  Larkins  expects  petitors.  "It's  better  than  even  the  razor 
9  to  tone  down  the  acquisition  spree  blade  business,"  enthuses  Larkins. 
H  focus  on  generating  cash.  He  ex-  "The  airlines  don't  just  replace  parts 
Hs  to  see  operating  income  (in  the  when  they  actually  break,  but  also 
fie  of  earnings  before  depreciation,     when  the  government  tells  them  they 


$5  million  or  85  cents  per  share.  And 
Larkins  expects  them  to  grow  19%  this 
year  and  25%  next. 

The  Wasatch  fund  is  sold  without  a 
load,  but  has  a  high  expense  ratio  of 
1.75%.  That  ratio  should  come  down 
as  the  fund  garners  more  assets.  If 
Wasatch  is  too  rich  for  you,  we  recom- 
mend sticking  to  one  of  the  funds 
with  a  similar  strategy  (see  table). 
You'll  be  able  to  avoid  Nasdaq-induced 
nausea  and  pay  expenses  of  1.52% 
or  less.  F 


FORBES 


Mav  IS.  200(1 


365 


TREETWALKER 


Dilbert's  Moment 

THE  HAPLESS  COMIC-STRIP  CHARAC- 
ter  Dilbert  is  far  and  away  the  best- 
known  brand  at  E.W.  Scripps.  As  a 
media  empire,  the  company  lacks  the 
marquee  value  of  the  Washington  Post 
or  the  New  York  Times.  Nevertheless, 
Scripps  (NYSE:  SSP),  whose  flagship 
newspaper  is  Denver's  Rocky  Moun- 
tain News,  boasts  the  best  growth  po- 
tential among  this  set  because  of  its 
broader  reach  into  cable  and  the  Web. 

So  says  Ricky  C.  Sandler,  director 
of  hedge  fund  Eminence  Capital. 
Scripps  has  the  United  Media  Syndi- 
cate (which  licenses  Dilbert  and  149 
other  comics  and  features),  19  news- 
papers and  10  network-affiliated  TV 
stations.  Cash  flow  from  these  feeds 
its  31  revenue-producing  Web  sites 
and  three  cable  channels:  Home  and 
Garden,  Food  Network  and  Do-It- 
Yourself  Network.  Scripps'  sales  in  1999  were  $1.6  billion,  up  7%. 

The  cable  properties  may  contribute  just  6%  to  operating  income  (defined 
as  earnings  before  depreciation,  interest  and  taxes).  Yet  with  100  million  sub- 
scribers, Sandler  says,  the  cable  division  could  issue  a  tracking  stock  trading  at 
a  $2  billion  market  cap — more  than  half  the  current  market  value  of  the  whole 
company. 

Scripps,  at  a  recent  $45  per  share,  trades  at  24  times  trailing  earnings,  a  com- 
parable level  to  its  more-esteemed  media  peers.  — Christopher  Helman 


Scripps'  hero  looks  for  a  wired  future. 


Hog  Heaven 

HIGHER  PORK  PRICES  SHOULDN'T 
butcher  Hormel  Foods'  (NYSE:  HRL) 
performance.  Reason:  The  company  has 
procurement  contracts  that  lock  in 
lower  prices  for  60%  of  its  needs.  Be- 
fore, it  had  a  tougher  time  controlling 
commodity  prices,  which  hurt  the  stock, 
says  Eric  Hull  of  money  manager  Jurika 
&  Voyles. 

Hull  expects  Hormel  to  do  in  pork 
what  Perdue  did  in  chicken — take  ad- 
vantage of  the  trend  in  supermarkets  to- 
ward fewer  on-site  butchers  and  more 
prepackaged  meat.  Wal-Mart,  for  in- 
e,  plans  to  close  its  butchering  op- 
erations in  the  Southea:  t.  Hormel  has 
shifted  to  prepackaged  pr  iducts,  which 


have  higher  margins  than  slabs  of  meat. 
With  low  long-term  debt  and  a  trove 
of  cash,  Hormel  has  the  resources  to 
push  earnings  growth  15%  in  the  up- 
coming year,  says  Hull.  At  $16,  down 
one-third  from  its  high  last  fall,  Hormel 
trades  at  13  times  expected  earnings. 

— Josephine  Lee 

Closed-End 


Opening 


CLOSED-END  FUNDS,  WHICH  TRADE 
like  stocks,  tend  to  sell  at  a  discount 
to  net  asset  value.  An  antidote  man- 
agers employ  is  to  tender  for  fund 
shares,  boosting  prices.  That's  a  good 


deal  for  those  sharp-eyed  enough  tc 
buy  at  the  discount  and  sell  at  th< 
higher  tender  level. 

Phillip  Goldstein,  manager  of  th< 
Opportunity  Partners  hedge  fund,  ha 
spotted  one  such  opening,  slated  fo 
June.  That's  when  the  Delawar 
Group's  Dividend  &  Income  fun< 
(NYSE:  DDF)  and  its  Global  Dividend  i 
Income  Fund  (NYSE:  DGF)  must  tendej 
under  promises  they  made  to  buy  i| 
shares  when  a  discount  trigger  point  i 
reached 

At  a  recent  $10.68,  the  domestiij 
fund  is  now  trading  at  a  12.4%  di<; 
count;  at  $10.87,  the  global  fund  i 
available  at  a  17%  discount.  The  func 
have  to  buy  in  as  many  shares  as  hole 
ers  submit.  Goldstein  expects  each  di:  , 
count  to  narrow  to  3%. 

— Michael  Maielv 


Toys  4  U 


EARLIER  THIS  YEAR,  TOY  AND  GII 
maker  Russ  Berrie  &  Co.  was  almc 
bought  by  a  Evercore  Partners,  a  prrv 
equity  fund,  at  $27  a  share.  The  deal  f  j 
through  at  the  last  minute,  and  the  sto 
collapsed  back  to  where  it  started. 

E.  Clifton  Hoover  Jr.,  portfol 
manager  for  Pimco's  Small  Cap  Va 
fund,  says  Russ  Berrie  (NYSE:  RUS) : 
buy  at  $18.50,  or  nine  times  forwa 
earnings.  Company  founder  Berrie,  t 
is  still  boss  and  plans  to  be  until 
dies,  but  has  hired  younger  blood 
understudies. 

He  hasn't  had  a  big  hit  since 
neon-haired  Troll  dolls  in  the  early  15 
But  there's  a  solid  6,000-item  prodij 
line,  including  teddy  bears  and  vasl 
That,  a  lack  of  debt  and  $10  per  share  f 
cash,  says  Hoover,  make  Berrie  an  enH 
ing  target  for  another  acquirer. 

Smart  Parts 

DELPHI  AUTOMOTIVE  SYSTEMS,  Ti 
largest  auto-parts  supplier  in  the  wo  < 
is  attractive  enough.  Since  General  M 
tors  spun  it  off  last  year,  Delphi  (N^j 
DPH)  has  beefed  up  earnings  and 
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ome  less  dependent  on  its  old  par- 
nt — one-third  of  its  sales  are  now  to 
on-GM  customers. 

But  David  Baker  of  Rivendell  Capi- 
il  Management  is  most  excited  by  the 
ot  growth  prospects  for  Delphi's 
edgling  mobile-multimedia  division, 
light  now,  this  group  makes  up  just  a 
raction  of  the  company's  revenue — 
40  million  in  2000's  first  quarter  out 
f  $7.8  billion. 

One  Delphi  gizmo  automatically 
idios  for  an  ambulance  when  an  air 
ag  inflates  in  an  accident.  Another,  due 
ut  soon,  dials  a  phone  number  from 
)ur  voice  command.  At  $19,  Delphi 
ades  at  less  than  ten  times  trailing 
'.rnings.  — Brett  Nelson 

"lying  High 

JjRBULENCE  IS  NOTHING  NEW  IN 
e  airline  industry.  As  the  nation's 
th-largest  carrier  in  a  booming 


economy,  Continental  Airlines  has 
lagged  its  larger  competitors  in  prof- 
itability. And  for  this  year's  first  quar- 
ter, higher  fuel  prices  sent  earnings 
tumbling  73% — a  worse  showing 
than  its  rivals.  No  wonder,  at  $40,  it's 
trading  at  a  P/E  of  10. 

Still,  the  company  plans  to  buy  back 
$327  million  worth  of  shares  this  year, 
and  Kevin  Risen,  comanager  of  the 


Neuberger  Berman  Guardian  fund, 
thinks  Continental  (NYSE:  CAL)  has  the 
best  growth  prospects  in  the  industry. 
Main  advantage:  It  fields  the  youngest 
fleet  (average  jetliner  age  is  7.4  years). 

— Kiri  Blakeley 


a 


To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/streetwalker. 
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From  Montgomery 


An  investment  innovation  designed  to  meet  the  needs  of  today's  savvy  investor. 

Stock  Solutions  from  The  Montgomery  Funds  combines  our  experts'  top  stock  picks 
with  fast  access  to  up-to-date  stock  information  online. 

The  first  offering  in  the  Stock  Solutions  series,  Montgomery  U.S.  Select  20,  is  a  con- 
centrated stock  portfolio  containing  20  to  30  of  the  best  ideas  from  Montgomery's 
highly  respected  experts.  You  can  access  current  details  about  those  holdings  along 
with  our  buy-and-sell  rationale — right  from  your  desktop,  24/7. 


Invest  wis) 
The  Montgomery  Fi/nds 


Research  Paper 

FREE 

on  Concentrated 
Investing 


Visitwww.montgomeryfunds.com  or  call  1-800-572-FUND  [3863] 

for  a  current  prospectus  and  account  application* 


I 


wwwmontgomeryfunds.com  | 

800. 572. FUND  [3863] 


For  more-complete  information  about  Montgomery  U.S.  Select  20  Portfolio,  including  fees,  charges  and  expenses,  visit  our  Web  site  or  call  for  a  prospectus  to  read  carefully  before  you  invest.  Portfolios 
that  concentrate  their  investments  in  a  specific  industry,  sector  or  relatively  small  number  of  stocks  are  subject  to  a  higher  degree  of  risk  than  more-diversified  portfolios.  Stock  Solutions  portfolios  may 
not  be  suitable  for  all  investors 

Montgomery  intends  to  post  portfolio  holdings  every  week,  which  could  pose  the  risk  of  investors  using  such  information  to  the  detriment  of  the  Portfolio.  In  order  to  help  mitigate  this  potentiol  risk,  the 
information  will  only  be  provided  to  the  Portfolio's  current  shareholders  and  will  be  posted  on  o  time-delayed  basis  of  approximately  two  weeks 
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"Investments  in  Stock  Solutions  portfolios  can  only  be  made  directly  through  The  Montgomery  Funds. 


Municipal  bond  trading 

has  just  gone  online. 


ONLINE,  MARKET  LEVEL,  LIVE  INVENTORY  MUNICIPAL  BOND  TRADING. 

lis  eBondTrade.  A  unique  Internet  site  that  gives  you  unprecedented  access  to 
a  complete  inventory  of  investment -grade  municipal  bonds  with  clearly  displayed  bid  and  offer 
pricing.  There"s  no  more  phone  calls,  no  more  guessing  about  fair  pricing,  and  no  more 
long  waits  fortrade  execution.  Simply  register  as  an  eBondTrader,  log  on  to  the  Web 
site  and  you  can  instantly  research  inventory,  request  bids,  monitor  the  market  and,  of 
course,  trade.  And  because  it  all  happens  online,  you  can  buy  and  sell  just  as  quick  as 
you  can  click.  So  put  down  the  phone.  Pick  up  the  mouse.  And  start  eBondTrading. 

TO    REGISTER   RIGHT   NOW.   VISIT  WWW.EBONDTRADE.COM 

Or  call  toll-free  at  1-877-702-8000  for  a  free  registration  package. 


C/BondTrade 


I  ogon.  Sign  in.  Trade  now 
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MARKETS  and  FORECASTS 


THE  OVERALL  MARKET 


2-week  performance 
as  of  4/20/00 

Barra  All-US  Index1 

-7.1% 

SAP  Barra  Growth  Index2 

-6.0 

S&P  Barra  Value  Index3 

-2.7 

Dow  Jones  industrials 

-4.9 

SAP  500 

-5.3 

EAFE4 

-3.5 

Forbes  Internet  Index 

-23.3 

Forbes  40  Index  (total  return] 

-7.6 

INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  4/20/00. 


30-year  Treasury  yield  (% 


1-month  Treasury  yield  I 


ACTUAL 


1999 


Latest 


6.48 


5.83 


5.33 


5.80 


2000  ESTIMATE 


Mean 


4-wk  chg 


5.99 


-4.9 


5.92 


1.4 


•ederal  funds  watch 

.ast  action:  Mar.  21,  2000,  +25  basis  points.  Current  rate:  6%. 

<lext  Federal  Reserve  meeting:  May  16,  2000. 


IPECIAL  STOCK  FOCUS 


Jhares  of  real  estate  investment  trusts 
REITs)  have  been  in  the  doldrums,  but 
ommercial  and  residential  real  estate  val- 
es are  up  sharply.  Based  on  Wall  Street  es- 
mates  of  funds  from  operations  for  this 
ear  and  next,  all  seven  REITs  below  will 
asily  earn  enough  to  cover  their  dividends, 
hese  REITs  have  yields  of  8%  or  more. 


According  to  IBES,  which  tabulates 
earnings  estimates,  of  the  274  S&P 
500  companies  that  have  reported 
quarterly  results,  73%  beat  consen- 
sus forecasts.  The  average  earnings 
surprise:  7%.  Analysts  now  expect 
S&P  profits  to  rise  18%  this  year;  four 
months  ago  they  expected  a  14%  gain. 


FORECASTING  GLOBAL  MARKETS 

Estimated 
Year           P/E 

EPS  change 

versus 
3  months  ago 

Expected 
year-to-year 
EPS  growth 

S&P  500 

2000           25 

0.5% 

17% 

2001           22 

-0.4 

15 

MSCI  World-ex  US4 

2000           25 

-1.2 

24 

2001           22 

-1.7 

16 

IBES  estimate  increases/decreases 

Apr  00 

Apr  01 

S&P  500 

1.73 

2.08 

MSCI  World-ex  US4 

1.17 

1.20 

Rising  estimates 


China 
Germany 
Hong  Kong 
India 
Taiwan 


Falling  estimates 


Austria 

Belgium 

Israel 

Japan 

Philippines 


Source:  IBES  International  Inc. 


FORBES  INTER.NET  UNIVERSE 

5 

Index 

Recent 

4  wks  ago 

Value 

151.7 

252.5 

Companies 

316 

300 

Valuations 

Stock  price/sales 

12 

25 

Market  value  ($bil) 

$657 

$1,063 

Sales/employees  ($thou)  $134 

$169 

12-month  sales  growth 

182% 

156% 

2000  estimates 

Sales  total  ($mil) 

$44,059 

$41,257 

Stock  price/sales 

8 

11 

P/E 

140 

287 

Sources:  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

ompany 


Recent  Yield    FF0/ 
price     %    share6 


Jdford  Property  Investors  $17.38 

9.7 

$2.27 

jlonial  Properties  Trust 

24.63 

9.7 

3.52 

ibles  Residential  Trust 

23.94 

8.9 

3.11 

•■lips  Intl  Realty 

16.56 

9.1 

2.19 

J  gency  Realty 

20.44 

9.4 

2.64 

iimnrt  Properties 

19.75 

8.9 

2.38 

unman  Centers 

12.00 

8.2 

1.36 

00  estimated  funds  from  operations.  Sources:  Interactive 
i  Corp.  and  IBES  International  via  FactSet  Research  Systems. 


WHAT  THE  FUNDS  ARE  BUYING  ANI     IELLIN 

Buying 

Selling 

Price 

Price 

EPS7 

EPS7 

Digital  Lightwave                $48.75 

$0.52 

Aeroflex 

$33.13 

$0.57 

EchoStar  Communications      49.44 

-1.11 

AirGate  PCS 

70.00 

-6.59 

Natural  Microsystems           61.00 

0.58 

Hutchinson  Technology 

12.44 

-1.32 

Oak  Technology                    13.56 

-0.84 

National  Data 

28.00 

2.00 

Pharmacopeia                     34.00 

0.44 

Owens-Illinois 

15.25 

1.86 

1 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


72000  estimate  via  IBES  Express.  Source:  steinbergindicator.com. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded,  Total 
return  of  more  than  150  large-capitalization  stocks  'hat  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  'A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  IOO.  Index  ratios  and  growth  rates  are  medians. 
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MARKETS  and  FORECASTS 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 

The  U.S.  Economy 

ACTUAL 

2000  ESTIMATE 

1999 

Latest 

Mean 

4-wk  change 

Automobile  sales1  (mil) 

17.4 

17.9' 

mar 

16.4 

0.7% 

Capacity  utilization  (%) 

81.1 

81.4 

mar 

80.9 

-0.3 

New  housing  starts2  (thou) 

l,667r 

1,658* 

pmar 

1,550 

1.2 

Retail  sales3  ($fail) 

2,246r 

2,296' 

pmar 

2,474 

-1.6 

Trade  balance4  ($bil) 

-268 

-290' 

pfeb 

-329 

2.8 

Unemployment  rate5  (%) 

4.1 

4.1 

mar 

4.1 

0.3 

Gross  domestic  product  (%  chg) 

4.2 

7.36 

4Q 

4.3 

4.9 

Inflation 

2.7 

2.9' 

mar 

2.9 

3.6 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6 

3.7' 

mar 

2.8 

12.0 

Prices 

227.25 

227.69 

230.40 

0.8 

CRB-Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50 

279.70 

292.60 

0.8 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60 

27.00 

25.35 

-3.9 

Currency 

1.94 

2.09 

1.95 

5.4 

German  marks  per  dollar 

Yen  per  dollar 

102 

106 

111 

1.1 

Dollars  per  euro 

1.01 

0.94 

1.02 

0.0 

"The  Federal  Reserve  has  a  lot  of  work  yet 
to  do,"  says  Richard  Berner,  chief  U.S. 
economist  at  Morgan  Stanley  Dean  Witter. 
Berner  points  out  that  private  indebtedness 
by  U.S.  businesses  and  individuals  was  up 
10%  last  year  (versus  1998)  to  $12.5  trillion. 
This  is  the  biggest  annual  gain  in  this 
statistic  since  1986.  Berner  thinks  that  in 
order  to  cap  inflation  risks  the  Federal      ' 
Reserve  will  decide  to  hike  short-term  rates 
(the  federal  funds  rate)  another  IOO  basis 
points  by  the  first  quarter  of  next  year.  This 
would  bring  the  funds  rate  to  7%,  a  level 
which,  Berner  thinks,  would  cause  economi 
growth  to  fall  to  4%  in  2001. 

Closeup:  Domestic  Nonfinancial  Private  Debt 


Annual  percent  change 


Forbes  Index:  Current:  321.0  2-wk  chg:  -O  IS 


BRIDGE  COMMODITY        ITLIG 

Futures 

Price 

3-mochg 

July  Chi  wheat  (bushel) 

$2.63 

-8% 

July  copper  (lb) 

0  78 

-13 

July  cotton  (lb) 

0.58 

-3 

July  crude  til  (kbl) 

2534 

3 

July  platinum  (troy  oz) 

462.80 

11 

Futures  Index 

Value 

3  mo  chg 

CRB  Index 

212.78 

0% 

Precious  metals 

24963 

0 

Grains 

173  81 

1 

Industrials 

192.27 

-7 

Livestock  &  meats 

263.93 

6 

JULY  COTTON  FUTURES 

A  buildup  of  cotton  supplies  has  forced 
traders  into  short  positions.  As  a  result, 
July  futures  are  down  11%  from  five 
weeks  ago,  to  58  cents  a  pound. 

Cents  per  pound                 f 

60 

od/ry 
Mar 

55 
Apr 

J               Source:  Bridge  Comnr 
Research  Bureau. 

la                 Feb 

J 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


MUTUAL  FUND  SPECIAL  FOCUS 


Barring  a  spike  in  interest  rates,  U.S.  Treasury  bond  funds  offer  a  relatively  safe  way  to  v. 
out  the  volatile  equity  markets.  These  six  no-load  funds  averaged  an  8%  total  return  c 
the  past  three  months  versus  a  0.5%  decline  in  the  S&P  500  and  a  13%  drop  in  the  Nasd 

TOTAL  RETURN7 


Fund 


American  Century  Lg-Trm  Treas  Inv 


Dreyfus  U.S.  Treas  Int  Term 


Galaxy  II  U.S.  Treas  Index  Ret 


T  Rowe  Price  U.S.  Treas  Lg-Tm 


Vanguard  Admiral  Long  Tm  Treas 


Vanguard  Long-Term  U.S.  Treas 


3  years 


3  months 


1  month 


9.6% 


9.8% 


1.6% 


5.3 


4.3 


0.9 


6.8 


4.8 


1.0 


9.3 


9.1 


1.3 


9.3 


9.3 


1.4 


9.2 


9.3 


1.3 


Assets  ($mil 


$86 


152 


160 


307 


443 


1,177 


Through  Apr.  20    Sources:  Forbes:  Upper  Inc.:  Morningslar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 

AltaVista,  which  postponed  its  offering  indefinitely,  is  just  one  highly  anticip 
issue  shelved  because  of  Nasdaq's  volatility.  Renaissance  Capital  says  seve 
slated  for  the  week  of  Apr.  17  were  postponed,  including  OneSoft  and  Crown 

ESTIMATED  OFFERING 

ated  new 

n  offering 

Media. 

Sales  ($ 

Company/business 

Share  price  ($)  Shares  (mil)   Size(Smil) 

Accelerated  Networks/telecomm  equip 

$13-15                4.0             $56 

$8 

New  Focus/fiber  optic  products 

14-16                5.0               75 

17 

Place  Ware/Internet  conferencing  products 

12-14                 5.5               72 

4 

Playboy.com/online  publishing 

NA                   NA                NA 

6 

StorageNetworks  data  storage  svcs 

17-19                 9.0             162 

6 

Triton  Network  Sys/broadband  wireless  equip 

8-10                6.5              48 

0 

NA:  Not  available.  Source:  Renaissance  Capital  ww 

wipohome.com. 

"12  months,  p:  preliminary,  r  revised.  Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  < 
single  &  multiple  family,  seasonally  unadjusted.  Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  si 
adjusted  'Percent  of  civilian  labor  force  'Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


370 


FORBES"   May  15,2000 


Forbes    ■  ■     ■ 

webaddresSadverti 


iser  di  recto 


Your  connection  to  instant  information  from  Forbes  advertisers 


Acura 

www.acura.com 

Aether  Systems 

www.aethersystems.com 

American  Dental  Association 

www.ada.org/DR 

rican  Express  Corporate  Services 

americanexpress.com/corporateservices 

Audi  of  America,  Inc. 

www.audiusa.com 

BackWeb  Technologies 

www.backweb.com 


CAIS  Internet 

IWC 

www.cais.com 

www.iwc.ch 

Calico 

Lexus 

www.calicousa.com 

www.lexus.com 

Campbell  Mello 

Lincoln  Mercury 

www.gopublic.cmacs.com 

www.lincolnvehicles.com 

<  ina(Xiamen)  Int'l  Investment 

McGrow  Consulting 

Promotion  Center 

www.mcgrow.com 

www.chinafair.org.cn. 

•'  >  Regal  Premium  Scotch  Whisky 

www.chivas.com 

Corio,  Inc. 

www.corio.com 

Cote  Literary  Group 

www.coteliterary.com 

Cypress  Communications 

www.cypresscom.net 

Delaware  Registry 

www.delreg.com 


Digex 

www.digex.com 


Electronic  Data  Systems  Corporation 

www.eds.com 

Elite  International  Group 

www.eliteinternationalgroup.com 

eTime  Capital,  Inc. 

www  .etimecapital  .com 

Glass  Mechanix 

www.glassmechanix.com 

Hilton  Hotels 

www.hilton.com 

InterviewNow.com 

www.interviewnow.com 


Meritor  Automotive  Inc. 

www.meritor.com 

NCR  Corporation 

www.teradata.com 

Nissan 

www.nissandriven.com 

Northrop  Grumman  Corporation 

www.northgrum.com 

Optionetics 

www.optionetics.com 

Prime  Marketing 

www.nevadacorp.onevegas.com 


PSINet 

www.psinet.com 

Regent  University 

www.regent.edu/forbes 

Royal  &  Sun  Alliance 

www.royalsunal  1  iance.com 

Savannah 

www.savannahchamber.com 

Schwab  Portfolio  Consultation 

www.schwab.com/PortfolioAnswers 

Shred-it 

www.shredit.com 

Singapore  Airlines 

www.singaporeair.com/americas 

South  Carolina  Department  of  Commerce 

www.teamsc.com 

The  Broadmoor 

www.  broadmoor.com 

The  Montgomery  Funds 

www.montgomeryfunds.com 

The  Waldorf  Astoria 

www.waldorf-towers.com 

Univision 

www.univision.com 

Value  Line 

www.valueline.com/ads/f5anf 

ViewSonic  Corp. 

www.viewsonic.com 

Zero-Knowledge  Systems  Inc. 

www.zeroknowledge.com 


ii 


JHPNEY&  INVESTING 


THE     FUNDS 


The  Harder 
They  Come 

Performance  update:  The  tech  funds  that 
earned  honor  grades  when  the  market 
was  rising  got  Ds  and  Fs  during  the  selloff. 


BY  STEVE  KICHEN 

FORBES  HAS  FOR  DECADES  RATED 
funds  separately  for  bull  and  bear 
markets  on  the  theory  that  it  is 
next  to  impossible  for  a  fund  to  beat  its 
peers  in  both  kinds  of  markets.  That 
axiom  was  borne  out  in  the  spring  cor- 
rection, which  took  the  S&P  500  index 
down  11%  from  Mar.  24  to  Apr.  14. 

In  the  table  we  present  the  21  tech- 
nology funds  in  our  database  whose  per- 
formances go  back  at  least  five  years  and 


whose  portfolios  average  a  price/earn- 
ings ratio  of  41  or  better.  As  it  happens, 
there  are  only  a  tiny  number  of  tech 
funds  that  don't  have  P/Es  this  high. 

Every  high-P/E  tech  fund  that  has 
been  around  long  enough  to  be  rated 
(since  October  1990)  gets  an  A+  or  A 
grade  for  bull-market  performance, 
and  every  one  gets  a  D  or  F  for  bear 
markets.  Since  we  grade  funds  on  a 
curve,  that  D  or  F  means  not  just  that 


Iiam  ChampsloJUuimps^ 

Their  recent  performance  shows  how  technolo 

Performance 
UP    DOWN 
markets      Fund 

gy  funds  earr 

nonpassing  grades  in  the  down  market. 

TOTAL  RETURN 

3/24/00 

through 
4/14/00 

12/31/99 

through 
4/14/00 

From 
12/31/1994' 

Weighted 

average 

P/E 

A*       D       Alliance  Technology  Fund  A 

-27.0°/. 

-4.5% 

34.9% 

54 

Fidelity  Advisor  Technology  T 

-270 

-4.5 

34.9 

53 

A*       0       Fidelity  Select-Computers 

-31.5 

-7.4 

42.7 

52 

A        D       Fidelity  Select-Developing  Commun 

-38.0 

-15.4 

32.8 

51 

A        D       Fidelity  Select— Electronics 

-32.2 

3.1 

50.9 

56 

A*      F       Fidelity  Select-Software  &  Comp  Svcs 

-35.9 

-24.2 

32.1 

47 

A*      D       Fidelity  Select-Technology 

-39.5 

-15.8 

41.3 

57 

A        D       Fidelity  Select-Telecommunications 

-31.5 

-16.2 

25.9 

41 

Firsthand -Technology  Value 

-37.8 

-1.5 

53.8 

53 

A*      D       lovesco  Technology  Fund-ll 

-37.5 

-11.6 

37.7 

57 

A       D       Kmhmt  Technology  Faud-A 

-32.1 

-11.4 

35.7 

57 

MSDW  Information  A 

-33.4 

-10.1 

35.7 

56 

Northern  Funds-Technology 

-39.4 

-13.4 

35.7 

57 

PBHG  Technology  &  Communications 

-49.5 

-24.4 

35.7 

60 

Pimco  Innovation  A 

-39.0 

-12.5 

35.7 

60 

T  Rowe  Price  Media  &  Telecommun 

-25.8 

-13.8 

31.2 

48 

A*       F       T  Rowe  Price  Science  &  Technology 

-31.8 

-176 

31.5 

53 

Principal  P  reserv-  PSETechlOO  A 

-24.9 

-4.3 

31.5 

50 

RS  Information  Age 

-25.8 

-6.4 

31.5 

58 

A*       D         ieligman  Commun  &lnfo-A 

-24.7 

-5.9 

32.0 

47 

A        D            ted  Science  &  Technology-A 

-35.6 

-15.3 

35.3 

48 

To  be  rated,  a  tund  must  be  in  existence  for  three  cycles.  '  Anni 

lalized  through  Ap 

r.  14.  2000. 

Sources.  Upper  Inc.: 

Forbes. 

the  fund  loses  money  in  corrections  bi 
that  it  loses  more  than  most  fund 
(Our  four-cycle  history  to  rate  fun< 
begins  Nov.  30, 1987  and  includes  fon 
bear  stretches:  May  31,  1990-Oct.  31 
1990;  Feb.  18, 1997-Apr.  11, 1997;  Jul 
30,  1998-Aug.  31,  1998;  and  Mar.  2| 
2000-Apr.  14,  2000.) 

Therein  lies  the  dilemma  for  an  il 
vestor  contemplating  a  move  into  equfl 
funds.  If  you  care  only  about  raw  perfdl 
mance  over  the  past  fill 
years,  you  will  be  led  rig*] 
back  into  the  high-pricj 
portfolios  of  these  te 
funds.  But  if  you  think  i 
other  correction  will  si 
you  should  give  sepanl 
consideration  to  bear- 
ket  performance.  It's  an 
pect  of  fund  selection 
until  recently  was  easy 
overlook,  for  the  simple  i 
son  that  Wall  Street  ha 
had  many  setbacks  later 
Fidelity  Select-El- 
tronics  has  a  fabulous  5  | 
annualized  return  since 
end  of  1994.  From  Marl 
through  Apr.  14  it  suffel 
a  32%  decline.  Since  the! 
has  recovered  some  of| 
losses  on  the  strengt 
stocks  like  Juniper  r 
works  and  Lucent, 
fund  remains  expens] 
with  an  average  P/E  of  J 
twice  that  of  the  ove 
market. 
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The  Contrariai 


ireman 


Nasdaq:  Worse  to  Come 


FELLOW  COLUMNIST  LASZLO  BIRINYI  HAS  GIVEN 
you  (p.  374)  the  case  for  shrugging  off  the  Nas- 
daq crash.  Now  let  me  tell  you  why  it's  the  har- 
binger of  worse  things.  After  chalking  up  one  of 
the  fastest  market  gains  ever — 571%  since  early 

995 — the  tech-heavy  index  has  tumbled  29%  since  Mar. 

0.  Don't  be  fooled  by  its  recent  bounceback.  All  the  gy- 

itions  simply  expose  the  underlying  weaknesses  in  Nas- 

aq  that  should  give  you  pause  about  "buying  on  dips,"  as 

le  bulls  would  have  you  do. 

vVe  used  to  call  that  "averag- 

lg  down,"  before  it  killed  so 

lany  investors.) 
Retail    investors,    many 

lading  through  e-brokers, 
ive  been  the  driving  force 
:hind  Nasdaq's  rise.  Accord- 
g  to  Steven  Galbraith  of 

linford  Bernstein,  retail  in- 

•  stors'  volume  as  a  percent- 
e  of  total  Nasdaq  trading  has  almost  doubled,  increasing 

pm  34%  in  1990  to  67%  last  year. 
Too  many  of  them  have  been  susceptible  to  the  siren 
ng  of  momentum  investing.  They  paid  $330  for  Micro- 
rategy  for  no  other  reason  than  that  it  was  $200  a  short 

hile  before.  (It's  now  overpriced  at  $33.)  The  notion  of 
ying  good  stocks  and  salting  them  away  for  large  future 
vards  is  foreign  to  them.  In  February  Nasdaq's  turnover 

I  d  increased  to  400%  on  an  annualized  basis,  compared 

'  th  1 10%  ten  years  ear  her.  The  average  individual  Nasdaq 

i  estor  now  turns  over  his  or  her  entire  portfolio  in  less 

t|in  three  months. 
I  Also  disturbing  is  the  huge  expansion  of  retail  margin 

K|  )t  on  Nasdaq.  While  margin  debt  as  a  percentage  of  the 
3  500  market  cap  has  more  than  doubled  since  1995,  it  has 

f  ;n  almost  sixfold  on  Nasdaq;  the  bulk  of  this  has  been  di- 
r  ted  to  buying  the  skyrockets.  And  these  skyrockets  have 

ft  Jed,  leaving  inexperienced  investors  to  face  the  horror  of 
d  rgin  calls. 

I  You  almost  can't  blame  them  for  doing  what  they  did. 
I ;  initial  pop  when  a  new  tech  outfit  went  public  has  been 
R  rmously  enticing.  From  1990  through  1998  the  average 
S:-day  appreciation  was  10%.  In  1999  it  rose  to  65%,  and 
ti\  year  through  February,  a  staggering  130%.  Too  bad  that 
I  il  investors  only  get  about  20%  of  any  new  issue  at  its  of- 
ti  ig  price.  Institutions,  which  grab  80%,  unload  the  bulk 
)peir  holdings  on  individuals  at  higher  prices.  A  year  later 
*j  public  owns  70%,  and  institutions,  30%. 


Even  if  the  market 

moves  up  more, 

the  enormous 

crapshoot  is 

finally  ending. 


And  guess  what  happened  next?  Drkoop.com,  which 
went  public  last  June  at  $9  and  quickly  shot  up  to  $37,  is 
now  trading  at  $3  amid  its  accountants'  fears  that  the  med- 
ical Web  site  can't  continue  as  a  going  concern.  The  three 
previous  initial  public  offering  manias  since  World  War 
II  were  also  led  by  tech  stocks.  All  three  imploded.  A  de- 
tailed academic  study  by  Tim  Loughran  of  Notre  Dame 
and  Jay  Ritter  of  the  University  of  Florida  covered  6,488 
offerings  between  1970  and  1997.  These  issues  returned 

25%  less  than  the  S&P  500 
after  five  years. 

Then  there's  the  Nasdaq 
Bulletin  Board,  home  to 
many  of  the  most  speculative 
stocks  in  the  U.S.  market.  It 
requires  only  the  most  mini- 
mal information  for  listing. 
Volume  has  exploded,  rising 
from  an  annualized  10%  of 
outstanding  shares  in  the 
1990-98  period  to  500%  in  February  2000. 

What  is  wrong  with  this  picture?  The  Bulletin  Board  has 
had  a  very  checkered  history.  In  late  1997,  as  a  result  of  an 
FBI  sting,  the  Securities  &  Exchange  Commission  indicted  58 
promoters,  brokers  and  small  company  officers  for  fraud  in 
Bulletin  Board  stocks.  The  spread  is  often  25%,  and  can  rise 
as  high  as  35%  on  these  illiquid  issues. 

The  general  public's  level  of  speculation  hasn't  been  seen 
in  generations — if  ever.  And  I'm  not  just  talking  about  day 
traders  who  take  positions  in  individual  stocks.  I'm  talking 
about  401  (k)  savers  who  route  their  paychecks  to  the  hottest 
funds.  The  five  largest  mutual  funds  groups  have  almost  50 
million  separate  accounts,  about  three  times  as  many  as  the 
five  largest  online  brokers.  A  significant  part  of  their  assets 
has  poured  into  large  Nasdaq  movers. 

No,  don't  switch  to  100%  cash.  You  can  find  some  way 
to  stay  in  stocks  without  playing  the  dangerous  momen- 
tum game. 

A  number  of  property- casualty  insurers  are  down  fairly 
sharply  in  the  past  12  months.  With  earnings  oudooks  be- 
ginning to  improve,  such  companies  as  these  are  worth  con- 
sidering: Allstate  (32,  ALL),  trading  at  8  times  earnings  and 
yielding  3%;  Chubb  (63,  CB),  P/E  17,  yield  2.1%;  Hartford 
Financial  Services  (47,  HIG),  P/E  12,  yield  2%;  and  St.  Paul 
Cos.  (30,  SPC),  P/E  9,  yield  3.5%.  F 

David  Dreman  is  chairman  ofDreman  Value  Management  of  Jersey  City, 
N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next 
Generation. 
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Stock  Trends  By  Laszlo  Birinyi  Jr. 

The  Bull  Market  Lives 


FORGET  ALL  THE  HAND-WRINGING.  I  REMAIN  A 
bull.  During  the  April  market  slump,  the  bears 
seemed  to  be  right  for  a  few  days.  But  as  always,  the 
market's  verdict  was  what  mattered.  Not  the  ana- 
lysts' or  the  editorial  writers'.  Sure  enough,  the  mar- 
ket rebounded,  as  it  has  in  the  past. 

I  continue  to  look  for  higher  prices  because  of  how  in- 
vestors behaved  when  things  got  tough — which  convinces 
me  that  bullish  sentiment  remains  strong.  When  prices  plum- 
meted, did  investors  flock  for 
the  exits? 

No,  they  bought  on  the  dip. 
On  Apr.  14  small  investors  sold 
6.8  million  shares  and  pur- 
chased 10.1  million.  Sure,  at 
some  point  they  might  not 
buy.  But  those  who  buy  as 
stocks  go  down  are  demon- 
strating their  faith  in  the  fu- 
ture. And  I  learned  long  ago 
not  to  bet  against  the  market. 

The  bears  don't  understand  that  the  stock  market  is  based 
on  sentiment  and  perception.  The  best  authority  on  that  was 
John  Maynard  Keynes,  who  once  compared  the  market  to  a 
beauty  contest.  To  find  the  winner,  he  said,  you  should  not 
necessarily  pick  the  prettiest  girl.  Pick  the  one  everyone  else 
thinks  is  prettiest.  And  today,  a  lot  of  people  are  still  in  the 
contest,  voting  enthusiastically. 

The  ongoing  Old  Economy-New  Economy  debate  is  re- 
ally a  bullish  indicator.  It  tells  me  that  investors  still  want  to 
buy  stocks,  yet  are  unsure  of  which  ones.  They  may  be  leaving 
the  technology  revelry,  but  are  going  next  door  to  the  phar- 
maceuticals wing-ding  or  the  paper-products  party.  One 
place  they're  not  going  is  home. 

Another  encouraging  sign  is  how  stale  the  bears'  argu- 
ments are.  Since  the  bull  market  began  in  1991,  we've  been 
hearing  that  it's  overvalued.  In  fact,  one  columnist  wrote  an 
article  that  year  titled:  "Remember  When  the  Market  Made 
Sense?"  The  recent  orgy  of  I-told-you-so's  was,  as  before, 
wrong.  When  the  market  bounced  back,  the  splutterings  we 
heard  were  comical. 

Now  we're  hearing  about  the  $110  billion  in  newly  public 
Internet  stock  that,  over  the  next  six  months  as  so-called 
lockup  periods  expire,  insiders  will  be  able  to  unload.  Given 
that  the  average  daily  Nasdaq  dollar  volume  currendy  is  more 
than  $50  billion,  even  if  all  the  insiders  do  divest  their  hold- 
ings, the  lockup  expirations  are  no  great  cause  for  concern 
e  story  on  page  1841 
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When  people  buy 

on  the  dips,  as 

they  have  been,  it 

shows  their  strong 

faith  in  the  future. 


Is  the  market  risky?  Of  course.  But  even  riskier  is  staying 
out  of  it.  If  you  heeded  the  pessimists  in  1995,  say,  and  put 
your  money  into  cash  or  Treasurys,  you  wouldn't  have  made 
much  progress  toward  your  retirement  goals. 

And  if  you  tried  to  really  capitalize  on  the  coming  1996 
downturn  by  selling  short,  buying  market  puts  or  selling 
calls,  you'd  be  in  very  bad  shape — sitting  on  a  park  bench, 
reading  a  borrowed  copy  of  FORBES  and  drinking  out  of  a 
brown  paper  bag. 

To  truly  understand  the 
market,  realize  that  correc- 
tions and  consolidations 
occur  from  time  to  time.  I 
first  highlighted  Texas  Instru- 
ments in  my  Jan.  6,  1992  col- 
umn. Since  then  the  stock  is 
up  over  4,000%,  but  it  has  had 
ten  corrections  of  20%  or 
more.  It's  having  another 
now.  Since  every  other  one 
has  been  a  buying  opportunity,  this  is  one  as  well. 

History  is  on  the  side  of  the  bulls.  A  year  ago  we  had 
similar  correction.  Beginning  Apr.  26,  1999  the  Nasdaq  de 
dined  6.8%,  reflecting  Y2K  concerns.  (You  remember  Y2K.) 
major  publication  had  this  dead-on  headline:  "Bon  Voyag 
Internet  Stocks." 

There  will  be  other  corrections  and  some  day  a  bear  mar- 
ket. But  watch  what  investors  actually  do. 

What's  ahead?  Technology  is  still  the  place  for  growth  in 
vestors.  Drugs  and  health  care  have  political  overtones  in  ar 
election  year,  so  be  leery  of  them.  Consumer  names  are  n 
longer  expanding  (forget  Coke,  Gillette,  Gap)  with  the  excep 
tion  of  such  turnaround  plays  as  Disney  (41,  DIS)  and  ever 
Sears  Roebuck  (40,  S).  Oil  prices  are  coming  down,  althougl 
the  drillers  are  still  good.  As  the  global  economy  recovers  anc 
the  U.S.  remains  strong,  where  else  is  there  to  invest? 

Buy  some  of  the  stocks  that  were  hammered  in  mid 
April.  Names  like  LSI  Logic  (55,  LSI),  Time  Warner  (91; 
TWX — the  better  way  to  play  the  merger  with  America  On 
line,  another  of  my  favorites),  Applied  Materials  (93,  AMAT 
and  Teradyne  (95,  TER). 

I  also  like  some  of  the  financial  stocks,  including  the  largi 
brokers:  Goldman  Sachs  (89,  GS),  Morgan  Stanley  (74,  MWD 
Merrill  Lynch  (98,  MER)  and  Donaldson,  Lufkin  &  Jenrette  ( 
DLj).  Plus,  American  Express  ( 142,  AXP)  and  good  banks  lit 
Chase  Manhattan  (77.CCF)  and  JP  Morgan  (131,  IPM). 

Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn.- 
based  financial  consulting  firm.  Website:  www.lbirinyi.com. 
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Financial  Income  Strategy  By  David  P.  Goldman 


Sanctuary  in  Corporates 


YIELDS  ON  CORPORATE  BONDS  ARE  AMAZINGLY 
high.  Why?  Uncertainty  about  the  stock  market 
has  spilled  into  the  fixed-income  side.  There  is 
reason  for  the  uncertainty  to  spill  over,  but  I 
think  the  bond  market  has  overdone  itself.  Cor- 
porates are  very  attractive  now. 

On  the  surface,  yields  on  corporates  run  counter  to  com- 
mon sense.  America's  economy  grew  by  a  stunning  7.3%  an- 
nual rate  in  1999's  last  quarter,  with  this  year's  first  quarter 
expected  to  be  robust,  too. 
And  defaults  on  corporate 
bonds  are  low. 

Nevertheless,  the  price  of 
credit  risk  stands  at  or  above 
its  all-time  high.  Medium- 
grade  credit,  as  measured  by 
Moody's  index  of  long  Baa- 
rated  corporate  yields,  pays 
2.6  points  more  than  30-year 
Treasury  bonds.  That's  more 
Add  spread  than  Ba-rated  junk  bonds  offered  in  the  spring 
if  1998. 

To  put  this  in  perspective,  consider  that  at  these  spreads, 
'J5%  of  the  price  of  long-term  Baa-rated  corporates  repre- 
ents  compensation  for  default  risk  (at  least,  for  tax-exempt 
enders  like  IRA  accounts).  If  you  buy  a  portfolio  of  Baa  cor- 
>orates  and  hold  it  to  maturity,  you  would  earn  more  than  a 
>ortfolio  of  Treasurys  if  25%  of  the  bonds  in  your  portfolio 
lefault  and  you  recover  not  one  penny  from  the  defaulting 
ompanies.  Not  even  during  the  worst  recessions  have  in- 
estment-grade  bonds  defaulted  at  even  half  that  rate. 

What's  going  on?  Investors  are  tormented  these  days, 
hey  are  investing  in  a  powerfully  bullish  economy  and  yet 
ley  are  filled  with  dread  and  uncertainty. 

Look  at  the  volatility  assumptions  implied  by  how  traders 

rice  options.  Whether  you  look  at  options  on  the  tech-dri- 

:n  Nasdaq  100  index  or  options  on  individual  stocks  among 

Dttom-tier  S&P  500  members — a  representative  sample  of 

:  le  Old  Economy — you  find  a  large,  unprecedented  upswing 

\  .  what  the  market  expects  for  price  volatility. 

The  technological  revolution  has  produced  valuations 
II  at  no  one  can  justify.  And  for  months,  stocks  in  established 
I  Ompanies  have  suffered  as  the  tech  hotshots  attracted  all 
I  j  e  investment  attention.  Equity  valuations  have  been  con- 
4 1  sing  enough  to  drive  the  likes  of  Tiger  Management's  Ju- 
I  In  Robertson  into  retirement.  Then  came  the  April  selloff, 
:  lich  added  a  new  level  of  uncertainty  to  investing. 
We've  never  seen  anything  like  this.  Tech  stocks,  embod- 


Worry  about  the 
stock  market  has 

led  to  large 
spreads  for  good 
corporate  bonds. 


ied  by  the  Nasdaq  composite,  surge  80%  in  four  months, 
then  drop  25%  in  one  week.  We're  not  in  Kansas  anymore. 
But  why  the  volatility  among  Old  Economy  stocks?  The 
uncertainty  that  the  tech  revolution  has  introduced  to  the 
business  models  of  these  companies  is  profound.  Implica- 
tions for  the  stability  of  Old  Economy  cash  flows  are  impos- 
sible to  gauge,  therefore  scary. 

What  happens  to  airline  earnings,  asks  my  colleague 
Jonathan  Wilmot,  Credit  Suisse  First  Boston's  chief  interna- 
tional strategist,  if  the  Internet 
provides  an  auction  market 
for  airline  tickets?  The  planes 
will  be  full,  but  at  a  completely 
unpredictable  price.  What 
happens  to  established  retail- 
ers or  financial  service 
providers?  Which  manufac- 
turing companies  will  benefit 
from  Internet  distribution, 
and  which  will  suffer? 
And  that  uncertainty  highlights  the  relationship  be- 
tween corporate  debt  and  equity.  Credit  investors  buy  sta- 
bility, not  upside.  Unfortunately,  the  tech  shock  generates 
waves  of  instability  that  make  investors  wonder  about 
the  bonds. 

The  textbook  tells  us  that  the  buyer  of  a  corporate  bond 
in  effect  buys  a  Treasury  and  sells  a  put  option  on  the  value 
of  the  issuing  company.  The  put  option's  premium  takes  the 
form  of  the  incremental  interest  over  what  the  Treasury 
would  pay.  The  greater  the  volatility  in  the  company's  value, 
the  more  the  put  option  is  worth,  and  thus  the  wider  the 
yield  spread  above  Treasurys  for  the  corporate  bond. 

Volatility  is  genuinely  higher  than  it  was  a  year  ago,  and 
there  is  reason  for  the  corporate/Treasury  spread  to  widen. 
But  it  has  widened  enough.  High-rated  Old  Economy  debt 
is  a  good  holding  for  investors  in  their  tax-exempt  accounts. 
(In  a  taxable  account  you'd  be  more  likely  to  put  a  Treasury, 
exempt  from  state  income  tax,  or  a  muni,  exempt  from  both 
federal  and  state  tax.) 

Go  for  corporates  rated  Aa  or  A,  like  Ford,  DuPont,  Wal- 
Mart  or  General  Motors  Acceptance  Corp.  The  Ford  bonds 
of  2009  trade  at  88  cents  on  the  dollar  to  yield  7.65%  to  ma- 
turity. That's  a  1.7-point  spread  over  the  comparable  Trea- 
sury. Ford  has  so  much  cash  on  hand  it  is  struggling  to  get 
rid  of  some.  It  is  unlikely  to  default.  F 

David  P.  Goldman  is  global  credit  strategist  for 
Credit  Suisse  First  Boston. 
E-mail:  david.goldman@csfb.com 
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ew  York  Chic  or  Tuscan  Villa .' 


s  H  E  L  T  E  R  I  If  you  are  making  money  too  fast  to  build  yourself  a  custom  home,  you  can  buy  a 
turnkey  mansion  instead.  It  comes  complete  with  sheets  on  the  bed  and  wine  in  the  cellar. 

BY  RENE  CHUN 


A  HUNDRED  YEARS  AGO,  WHEN  A  ROBBER 
baron  wanted  to  build  a  house  that  reflected 
his  power  and  prestige,  he  handed  the  job 
over  to  a  distinguished  architect.  Cornelius 
Vanderbilt  used  Richard  Morris  Hunt 
(known  for  designing  the  facade  of  the  Metropolitan  Mu- 
seum of  Art  in  New  York)  to  build  his  magnificent  Newport, 
R.I.  mansion,  the  Breakers.  Joseph  Pulitzer  turned  to 
McKim,  Mead  &  White,  designers  of  the  original  Penn  Sta- 
tion and  the  Boston  Public  Library,  for  his  elegant  residence 
in  Manhattan. 

Today,  when  wealth  creation  is  measured  in  nanoseconds, 
the  newly  rich  are  taking  a  shortcut.  Instead  of  hiring  some- 
one to  build  a  monument  equal  to  their  self-importance, 
they're  buying  the  ready-made  version.  Says  Michael  Levy, 
founder  and  chief  executive  of  SportsLine.com,  "I  work  60 
hours  a  week.  I  don't  have  time  to  look  at  fabric  swatches." 
So  Lew  plunked  down  $5  million  for  a  ready-to-use  man- 
sion  in  Boca  Paton.  It  came  decorated,  furnished,  and  provi- 
sioned, down  to  Cohibas  in  the  humidor  and  1989  Petrus  in 
the  wine 

TLu  ,i     inikey  mansions  is  that  the  stuff  in  them 

doesn'l  look  prefab.  \  14,000-square-foot  turnkey  home 


listed  (at  $10.8  million)  recently  in  Aspen's  Castle  Creek  Va 
ley  Ranch  subdivision  has  furniture  that  includes  a  coffd 
table  hewn  from  a  sabino  wood  door  found  in  a  Mexico  Cn 
hacienda.  In  the  living  room  the  Uzbek  Soumak-style  ri 
was  hand -knotted  by  Afghan  refugees  in  northwest  Pakistal 
Three  immense  chandeliers  in  the  great  room  were  fashion<| 
from  rusted  iron  and  hand-stitched  rawhide. 

The  other  trick  is  that  turnkey  mansions  like  this  Asp 
model  come  fully  equipped  for  immediate  move-in,  no  adej 
tional  purchases  necessary.  The  master  bed  is  layered 
Pratesi  sheets  and  a  custom-made  silk  and  Ultrasuede  coi] 
forter.  The  children's  beds  are  done  up  in  red-white-and-bi 
Ralph  Lauren.  The  kids  also  get  color-coordinated  iMacs  a  I 
computer  desks  filled  with  an  assortment  of  videogar 
Mom  and  Dad's  media  room  comes  with  an  RCA  Digil 
Satellite  System,  a  Sharp  Data  Grade  video  projector  an«j 
Mitsubishi  40-inch  stereo  television/VCR. 

Art?  Lots  of  black-and-white  original  photographs! 
Western  landscapes  and  more  Remington  sculptures  (t- 
than  Ronald  Reagan  owns.  The  house  is  also  equipped  vJ 
clocks,  vintage  china  and  flatware,  exotic  plants,  a  custcj 

Turnkey  mansions  in  the  Oceanfront  subdivision  south  of 

Santa  Monica  come  in  French  Regency  (above)  or  three  other  sM 
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made  pool  table,  books,  copper  pots  and  pans,  gourmet  ap- 
petizers and  jewelry  artfully  placed  on  bedside  tables.  "To 
move  in,  all  you  need  is  a  checkbook  and  a  suitcase,"  notes 
Robert  Ritchie,  the  Aspen-based  Realtor  representing  the 
property.  "We  even  supply  a  toothbrush." 

"In  the  recent  past,  a  wealthy  client  wouldn't  even  con- 


ider  buying  a  turnkey,"  explains  Zackary  Wright,  western  re- 
;ional  manager  of  Sotheby's  International  Realty.  "But  today 
lere's  so  much  new  wealth.  And  that  wealth  has  been  accu- 
nulated  very  quickly.  Consequently,  a  certain  level  of  taste 
tasn't  developed." 

But  the  buyer  desperately  wants  to  look  as  if  he  has  taste. 

ays  Robert  Leahy,  the  di- 

ctor  of  New  York's  Amer- 

;an  Institute  for  Cognitive 

herapy,  "You're  not  just 

uying  a  home,  you're  buy- 

lg  a  lifestyle.  The  buyer 

lins  immediate  credibility 

nong  his  financial  peers." 

For  developers,  turnkey 

ames  are  big  moneymak- 

s.  You'd  have  to  do  quite  a 

t  wrong  not  to  get  a  40% 

oss  profit  with  a  turnkey 

)use,   explains   William 

sj  hwarz,  the  broker  behind 

m  veral  southern  California 

ij  rnkey  projects.  The  average  profit  margin  on  an  upper-end 
at  ifurnished  shell  built  on  spec  is  maybe  half  that.  Turnkeys 
■o  sell  faster,  not  uncommonly  within  a  week  of  going  on 
pbsle  market. 

s  (t|  The  turnkey  niche  is  so  alluring  that  speculators  are  snap- 
ig  up  empty  multimillion-dollar  homes,  furnishing  them 
d  reselling  at  a  huge  profit.  "I  know  of  one  investor  who 
ught  two  houses,  one  for  $7.5  million,  the  other  for  $8.5 
jt  llion,"  says  Carmen  D'Angelo,  co-owner  of  Premiere  Es- 


tates  Properties  in  Boca  Raton.  "He  accessorized  them  and 
flipped  them  for  $10.5  million  and  $13.5  million." 

The  highest  concentration  of  these  furnished  spec  man- 
sions is  in  Florida,  particularly  on  the  Gold  Coast  from 
Jupiter  to  Miami.  The  area's  quintessential  development  is 
The  Sanctuary  in  Boca  Raton.  Sizes  range  from  10,000  to 

13,000  square  feet,  prices 
from  $7  million  to  $10 
million.  Addison  Develop- 
ment, a  Palm  Beach  com- 
pany that  specializes  in 
Xanadu-type  compounds, 
has  also  broken  ground  on 
a  turnkey  project  in  Boca, 
with  both  ocean  and  lake 
views.  Prices  will  range 
from  $5  million  to  $20 
million.   There   are   also 
turnkey    highrises.    The 
Wilshire,  a  27-story  condo 
in  Los  Angeles,  sold  all  its  units  18  months  ago. 

In  California,  on  the  Rancho  Palos  Verdes  peninsula  23 
miles  south  of  Santa  Monica,  there's  a  brand-new  subdivi- 
sion of  turnkeys  called  Oceanfront.  Nestled  among  132  acres 
of  lush  cliffs  are  79  units  from  4,000  to  8,000  square  feet. 
They  come  in  four  flavors.  French  Regency  is  heavy  on  crys- 
tal chandeliers  and  cream- colored  onyx  floors.  Brit  Country 
Estate  is  equipped  with  an  AGA  professional  range  in  the 
kitchen  and  wicker  furniture  from  the  Ralph  Lauren  Safari 


You  supply  the  pioneer  spirit:  This 
$10.8  million  Aspen  turnkey 
comes  stocked  with  Remingtons. 


No  time  for  fabric  swatches: 
SportsLine. corn's  Michael  Levy 
bought  his  mansion  ready-made 


stl 


collection.  Tuscan  Villa  offers  rough-hewn  limestone  and 
bottles  of  extra  virgin  olive  oil  on  the  mantle.  New  York  Chic 
has  furniture  arranged  by  a  feng  shui  master,  with  lots  of 
shiny  black  and  metallic  finishes. 

As  the  Sotheby's  guy  was  saying  about  the  parvenus:  It 
takes  a  while  for  taste  to  develop.  F 
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Feeling 
the  Music 


M  u  s  I  c  |  Evelyn  Glennie  is  a 
world-renowned  percussionist. 
She  happens  to  be  deaf. 

BY  ALBERT INNAURAT0 

IF  YOU  WANT  TO  BREAK  STEREO- 
types,  Evelyn  Glennie  is  the  perfect 
vehicle.  She's  a  woman  who  plays 
drums.  Better,  she's  profoundly  deaf. 

Much  of  the  coverage  of  Glennie 
highlights  her  disability,  with  her 
music  playing  second  fiddle.  But  the 
real  story  is  that  this  34-year-old,  cat- 
egory-defying Scottish  composer  and 
percussionist  is  an  astonishing,  singu- 
lar talent. 

Glennie  is  the  first-ever  solo  per- 
cussionist to  become  popular  world- 
wide. She  has  performed  with  a  game- 
Ian  orchestra  in  Indonesia,  a  samba 
band  in  Brazil  and  with  the  New  York 
Philharmonic.  She  collaborates  with 
Icelandic  rock  star  Bjork,  appearing 
with  her  on  MTV's  "Bjork  Unplugged" 
and  on  Glennie's  Her  Greatest  Hits  CD. 
Together  with  husband  Greg  Malcangi 
she  has  composed  for  Mazda  car  com- 
mercials, eight  television  shows  and  a 
feature  film. 

How  to  describe  Glennie's  mes- 
merizing sound?  Her 
range  is  almost  ridicu- 
lously broad.  She  plays 
all  the  traditional  West- 
ern percussion  instru- 
ments (timpani,  xylo- 
phone, marimba),  as 
well  as  several  dozen  in- 
struments that  are  tra- 
ditional in  other  parts 
of  the  world,  among 
them  Peking  gongs  and 
a  kind  of  drum  from 
ipan  called  \n  uchiwa  daiko.  Then 
she  invent-  ier  own  instruments, 
ing  ch  toys,  car  exhaust 

pipes  th  ies  and  plays  with 

k«  sti<  k     cymbals  welded 


She  invents  her 
own  instruments 
using  children's 
toys  or  sheet 
metal  welded 
into  cymbals, 


from  sheet  metal. 

Sounds  weird.  But 
her  results  are  hypnotic. 
Some  of  her  recordings 
are  melodic,  even  beau- 
tiful, like  Reflected  in 
Brass,  where  she  plays 
xylophone,  marimba 
and  vibraphone,  backed 
by  a  Scottish  brass 
band,  to  familiar  tunes 
like  "Danny  Boy."  The 
album  is  fun  and  acces- 
sible. At  the  other  end  of  the  spectrum 
is  her  newest  CD,  Shadow  Behind  the 
Iron  Sun.  It's  70  minutes  of  improvi- 
sation on  a  hundred  different  instru- 
ments, from  a  tam-tam  dipped  in 


water  to  ceramic  bells.  This  is  fantas 
tically  textured  music,  an  adventur 
for  the  ears  and  imagination,  but  dial 
lenging.  Some  pieces  are  spooky  an' 
have  no  conventional  melody.  Other 
are  light  and  ethereal. 

Glennie  was  born  on  a  farm  out 
side  Aberdeen,  Scotland,  with  norm; 
hearing.  But  when  she  was  6,  th 
nerves  in  her  ears  started  to  deteric 
rate.  By  the  time  she  was  12  docto; 
diagnosed  her  as  profoundly  dea 
That  didn't  thwart  her  intense  inte 
est  in  music.  In  1982  she  was  accepts 
to  London's  prestigious  Royal  Aca< 
emy  of  Music.  Glennie  has  learned 
lip-read.  Her  Scottish-accented  spee 
is  flawless. 
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THIS      YEAR,    THOUSANDS      OF       KIDS      WILL 
END      UP      WITH     A      PERMANENT      RECORD. 


- 


•-•ay*  laic 


-.  apartmz&ts coll«;c'.i 


gas  company 60  days,  late 


charge  card. 


.60  day?  I 


AND       LIKE       MOST       OTHER       PERMANENT       RECORDS,      THIS 


>0      CAN       AFFECT       KIDS        FOR       THE        REST       OF       THEIR        LIVES. 


CKILY.       BANKING      ON       THE        FUTURE        IS       HERE       TO       HELP.       IT 


AN      ECONOMIC       LITERACY       PROGRAM       BROUGHT       INTO       INNER 


TY      CLASSROOMS       TO      TEACH       KIDS       THE       VALUE       OF       MAKING 


UCATED        FINANCIAL        DECISIONS.       YOUTH        FROM        LOW       TO 


DERATE        INCOME       HOUSEHOLDS       ARE       TAUGHT       THE        BASICS 


CHECKING       AND       SAVINGS       ACCOUNTS,      AS       WELL       AS       THE 


PORTANCE        OF        BOTH        CREDIT       AND         INVESTMENT.       TO 


ID       OUT       MORE       ABOUT        BANKING       ON       THE        FUTURE       AND 


,•       COMMITMENT        TO       AMERICA'S        YOUTH,       PLEASE        CALL 


■5»2-HOPE        OR        LOG        ON        TO       WWW.OPERATIONHOPE.ORG. 


|  rBH  SPONSORS  I  bank  of  the  west  (don  mcgrath)  -  Oakland,  oa  |  bay  view  bank  (edward  sondker)  -  san  mateo,  ca  |  California  national  bank  (david 
-  van  nuys,  ca  |  community  bank  of  the  bay  (george  medaniels,  jr.)  -  e.  Oakland,  ca  |  deutsche  bank  amercias  (John  ross)  -  new  york,  ny  |  first  republic 

I  ames  herbert,  n)  •  san  francisco,  ca  I  household  bank  (bobby  mehta)  &  first  republic  bank  (james  herbert,  jr.)  -  las  vegas,  nv  |  itla  capital  corporation/ 
I U  thrift  &  loan  association  (george  hailigowski)  -  san  diego,  ca  |  southern  pacific  bank  (John  getzelman)  -  torrance,  ca  |  united  parcel  service,  inc.  (John 

I I  united  way  of  the  bay  (thomas  a.  ruppaner)  -  bay  area,  ca  |  union  bank  of  California  (richard  hartnack)  l  wells  fargo  (lynn  pike)  -  los  angeles,  ca 
lirgo  (george  pass^dore)  -  portland,  or  |  united  parcel  service,  inc.  (John  jones)  |  fremont  investment  Se  loan  (murray  zoota)  -  anaheim,  ca 


ORBESLIFE 

Did  she  ever  try  hearing  aids?  Yes, 
but  they  distort  sounds,  and  she  even- 
tually tossed  them.  Glennie  has  her 
own  way  of  hearing.  "Hearing  is  a 
kind  of  touch,"  she  explains.  "In  Ital- 
ian they  use  the  word  sentire  to  mean 
both  hearing  and  feeling.  That's  my 
experience  of  music.  It's  not  tied  up 
with  the  mechanics  of  a  given  set  of 
ears.  It  involves  an  entire  universe  of 
being."  So  Glennie  plays  barefoot, 
touching  her  instruments  with  her 
toes  and  feeling  the  vibrations 
through  her  entire  body.  That's  how 
she  pitches,  or  tunes,  her  instruments. 

Glennie's  mode  of  playing  trans- 
lates into  truly  exciting  live  perfor- 
mances. She  works  with  up  to  50  in- 
struments in  one  show,  whirling  and 


dancing  among  them.  Watching  her  is 
like  watching  a  high-wire  act  over  the 
Grand  Canyon.  Her  playing  conjures 
into  being  unexpected  layers  of 
sound  that  can  be  extraordinarily 
beautiful — one  minute  shocking,  the 
next,  gorgeous. 

Until  May  29,  Glennie  will  be  on 
an  18-city  tour  of  the  U.S.  and  Canada, 
both  giving  solo  shows  and  perform- 
ing with  symphony  orchestras. 

Glennie  is  impatient  with  anyone 
who  might  view  her  as  a  novelty  act. 
She  sees  her  deafness  as  an  invitation 
to  a  different  kind  of  hearing,  which 
involves  her  imagination  and  her 
dreamworld.  That  may  sound  strange. 
But  it  produces  truly  wonderful 
music.  F 


Good  Vibrations 

Evelyn  Glennie  has  released  14  discs  in  he 

15-year  career,  all  but  one  of  them  on  th 

BMG/RCA  label.  The  highlights: 

Her  Greatest  Hits  A  two-CD  set  that  encom 

passes  Glennie's  wide  world,  from  Verdi  t 

"Born  to  be  Wild." 

Reflected  in  Brass  An  addictive  recording  c 

familiar  tunes,  including  operettas,  cartoo 

music,  folk  songs. 

Shadow  Behind  the  Iron  Sun  Seventy  minute 

of  improvisation  inspired  by  Michael  Crier 

ton's  Gothic,  Eaters  of  the  Dead.  Weirc, 

ugly-beautiful,  hilarious,  hypnotic. 

Veni,  Veni  Emmanuel  James  MacMillan  wroi 

this  concerto  for  Glennie.  Ecstatic,  spiritu 

interpretation  of  a  Christmas  hymn.    — A 


Think  Small 

THE    KOVELS    ON    COLLECTINGl 

Arts  and  Crafts  has  been  hot  for  20  years. 
What's  left?  Copper  pieces. 

BY  RALPH  AND  TERRY  K0VEL 

EVERYONE  KNOWS  THE  SIMPLE,  STURDY  STICKLEY 
chair,  with  its  solid  armrests  and  slatted  sides — the 
quintessential  example  of  the  Arts  and  Crafts  move- 
ment at  the  turn  of  the  20th  century.  People  have  been 


jamming  their  houses  with  such  furniture  for  decadei 
along  with  rugs,  vases  and  lamps. 

With  prices  high  and  supply  picked-over,  what's  left  n 
buy?  The  details — small  objects  that  serve  as  grace  not< 
to  a  room's  decor,  like  an  inkwell,  say,  or  a  letter  holdej 
Suddenly  this  stuff  is  hot.  In  December  a  set  of  5"-by-!l 
hammered  copper  bookends  from  the  Roycrofters  Arts  arj 
Crafts  community  sold  at  auction  for  $850.  In  1910  th 
item  retailed  for  $4.  As  recently  as  1992  bookends  in  til 
same  style  brought  $90. 

Many  of  these  newly  valuable  objects  are  made  of  col 
per,  the  utilitarian  metal  long  favored  for  pots  and  pail 
and  eagerly  embraced  by  Arts  and  Crafts  workmen.  Th4 


M  I 


Beyond  chairs:  These  pieces  b 
Gustav  Sticklcy  range  in  valucj 
from  $357  for  the  small  card  tra 
to  $2,970  for  the  tall  candlestick) 


r  a  set  of  copper  bookends  from  the  Roycrofters  community 
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rror,  mirror  on  the  block.  It'll  cost  you  $1,500  to  gaze  into  this  hand-hammered  frame. 


nctional,  handmade  wares  were  a  deliberate  reaction 

ainst  industrialism  and  Victorian  excess.  Here  was  the 

;al  material — utilitarian  and  a  handsome  complement 

I  heavy  oak  furniture  and  matte-green  glazed  pottery.  It 

l  s  also  easy  to  shape  and  decorate  with  hammer  marks, 

lets,  acid  etching,  colorful  enamel  or  silver  overlay.  You 

laid  create  patinas  ranging  from  reddish-orange  to 

otchy  green  or  gold. 

But  all  copper  doodads  from  the  Arts  and 
ifts  period  are  not  equally  valuable, 
ces  are  based  on  the  renown  of  the  artist 
workshop,  and  on  condition  and  rarity. 
The  prize:  objects  by  Dirk  van  Erp,  a 
i  Francisco  coppersmith  who 
ked  between  1900  and  1930.  His 
per  lamps  with  mica  shades  have 
n  highly  valued  for  some  time,  and 
ay  sell  for  up  to  $60,000.  But  Van  Erp 
made  bookends,  ashtrays,  matchholders  and  bowls, 
ch  are  only  now  jumping  in  price.  A  desk  set — includ- 
a  tray,  pen  and  letter  opener — that  sold  for  $200  in 
1  now  fetches  $600. 

The  Roycrofters  community  near  Buffalo,  N.Y.  opened 
pper  workshop  in  1909.  It  made  trays,  bowls,  book- 


for  just  $150  now  retails 
for  about  $1,000.  Most 
Roycrofters  copper  is 
marked  with  the  com- 
munity's insignia,  an  "R" 
inside  an  orb. 

Craftsman  Work- 
shops near  Syracuse,  N.Y. 
(which  produced  the  fur- 
niture of  Gustav  Stickley) 
also  made  copper 
pieces — umbrella  hold- 
ers, cuspidors,  cigar 
boxes  and  wine  coolers 
among  them.  A  ham- 
mered-copper  chamber- 
stick  (a  short  candlestick 
with  an  attached  saucer 
and  grip,  handy  in  the 
days  before  full  electrifi- 
cation) with  a  riveted 
handle  recently  brought 
$605.  A  15-inch  circular 
hammered-copper  tray 
with  raised  poppy  pods 
sold  in  January  for 
$2,475.  Many  of  these 


Pretty  pot:  This  copper  planter  by 
Gustav  Stickley  sold  for  $2,200. 


objects  are  marked  with  a  stamped  logo  that  reads  Ah  Ik 
Kan,  a  Flemish  catchphrase  ("if  I  can")  that  was  Stickley's 
pledge  to  make  pieces  that  embodied  the  Arts  and  Crafts 
philosophy. 

Occasional  bargains  can  be  had.  Last  year  a  collector 
picked  up  a  small  copper  plate  made  by  the  lesser-known 
Art  Crafts  Shop,  which  later  became  the  Heintz  Art  Metal 
Shop  in  Buffalo,  for  $25  at  a  Cleveland  street  fair. 
Market  value:  up  to  $300.  This  workshop's 
unusual  early  pieces,  made  from  1903  to 
1905,  were  decorated  with  colored 
enamels  in  open  designs  that  left  a  lot  of 
plain  copper  showing.  The  later  Heintz 
work  had  silver  overlay. 
Beware  overly  exuberant  metal  cleaning. 
A  Heintz  cigarette  box  brings  $200 — if 
it's  been  scrubbed,  only  $75.  Patina  is 
nearly  impossible  to  restore;  rare  colors 
are  high-priced. 

The  best  selection  of  these  pieces  can  be  found  at  four 
auction  houses:  Skinner,  in  Boston  and  Bolton,  Mass.  (978- 
779-6241,  skinnerinc.com);  David  Rago  Auctions  in  Lam- 
bertville,  N.J.  (609-397-6780,  ragoarts.com);  Los  Angeles 
Modern  Auctions  (323-904-1950,  lamodern.com);  Tread- 


»,  ashtrays,  desk  accessories  and  other  small  objects.  A     way  Gallery  in  Cincinnati  (513-321-6742,  readway- 
y-4"  Roycrofters  letter  holder  that  eight  years  ago  sold     gallery.com).  F 

Id  at  auction  for  $850.  In  1992  bookends  in  the  same  style  brought  $90. 
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THOUGHTS 

On  the  Business  of  Life 


A  bank  CEO  told  me  of  an  experience  he'd  had  when  visiting  the  Marines' famed  Camp 
Lejeune.  He  was  with  a  general's  wife  awaiting  the  arrival  of  her 
two-starred  husband,  who  was  to  review  the  hundreds  of  Marines  lined  up  to  march 
past.  A  combat  chopper  thundered  into  view,  set  down  and  out  stepped  the  general.  He  was 
chomping  on  a  big  cigar.  His  wife  turned  to  the  CEO  and  said,  "He  doesn't  like  cigars,  but  he  feels 
it  makes  him  look  macho.  And  if  he  did  like  them  I  wouldn't  let  him  do  it  in  the  house,  anyway." 

—MALCOLM  FORBES  (1985) 


Only  smoking  distinguishes  humans 
from  the  rest  of  the  animals. 

—ANONYMOUS 


Nearby  is  the  grave  of  Carlos  Gardel — 
who  developed  and  popularized  the 
Argentine  tango — where  a  cigarette  is 
always  kept  burning  in  honor  of  the 
chain-smoking,  slouch-hatted  musician. 
—INTERNATIONAL  HERALD  TRIBUNE 


You  ask  what  we  need  to  win  this  war. 
I  will  tell  you.  We  need  tobacco,  more 
tobacco — even  more  than  food. 

—GENERAL  JOHN  J.  PERSHING 


/  don't  want  to  work.  I  want  to  smoke. 
— APOLLINAIRE 


Smokers  inject  and  excuse  idleness  in 
then  lives  every  time  they  light  a  cigarette. 

—COLETTE 


The  believing  we  do  something  when 
we  do  nothing  is  the  first  illusion 
of  tobacco. 

—RALPH  WALDO  EMERSON 


What  lovelier  sight  is  there  than  that 
double  row  of  white  cigarettes,  lined  up 
like  soldiers  on  parade  and  wrapped  in 
silver  paper? 

—LUIS  BUNUEL 


When  I  don't  smoke  I  scarcely  feel  as  if 
I'm  living.  I  don't  feel  as  ifVm  living 
unless  I'm  killing  myself. 

—RUSSELL  HOBAN 


A  custom  loathsome  to  the  eye,  hateful 
to  the  nose,  harmful  to  the  brain, 
dangerous  to  the  lungs,  and  in  the 
black,  stinking  fume  thereof  nearest 
resembling  the  horrible  Stygian  smoke 
of  the  pit  that  is  bottomless. 

—JAMES  I 


It  is  now  proved  beyond  doubt  that 
smoking  is  one  of  the  leading  causes 
of  statistics. 

—FLETCHER  KNEBEL 


Two  out  of  every  three  deaths  are 
premature;  they  are  related  to 
loafer's  heart,  smoker's  lung  and 
drinker's  liver. 

—THOMAS  BASSL 


All  the  literature  of  cigarette  smoking 
no  less  than  the  testimony  of  universal 
experience,  attests  that  it  is  not  in 
spite  of  their  harmfulness  but 
because  of  it  that  people  profusely 
and  hungrily  smoke. 

—RICHARD  KLE 


'Tis  a  plague,  a  mischief,  a  violent 
purger  of  goods,  lands,  health;  hellish 
devilish  and  damned  tobacco,  the  ru* 
and  overthrow  of  body  and  soul. 

—ROBERT  BURT'J 


A  Text  ... 

A  false  witness  shall  not  be 
unpunished,  and  he  thatspeak\ 
lies  shall  perish. 

—PROVERBS 

Sent  in  by  Lindley  M.  Camp,  Cantonr| 
Fla.  What's  your  favorite  text? 

More  than  14,000  "Thoughts,"  arranged  alphabil 
In  subject,  are  available  in  a  900-page,  one-vl 
deluxe  edition,  Forbes  Book  of  Quotations:  ThouA 
ilt,  Business  of  Life.  The  price  is  $40,  plus  $3.50  shl 
and  $1  per  item  for  handling  (add  applicable  sal<l 
lb  order,  please  call  toll-free.  1-800-876-6556. 
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First  Screen  Advantage 

Smith  Corona  Corp.  was  recently  delisted  from  Nasdaq  after 
its  market  cap  sank  below  $5  million.  What  a  sad  end.  Smith 
Corona  was  for  generations  a  proud  name  in  typewriters,  the 
dominant  office  machine  for  nearly  a  century.  How  well  I  re- 
member packing  my  electric  Smith  Corona  off  to  college, 
feeling  well  equipped  to  do  battle  with  term  papers.  Nowa- 
days Smith  Corona  relics  fetch  maybe  20  bucks  on  Ebay. 

As  this  sad  tale  shows,  no  business — indeed  no  individ- 
ual— can  live  on  past  glories.  In  "Who  Owns  Your  Portal?" 
Senior  Editor  Nikhil  Hutheesing  warns  that  wireless  is  going 
to  change  the  Internet  so  dramatically  that  today's  Web  por- 
tals could  go  the  way  of  Smith  Corona  and  others  who  failed 
to  keep  up  with  change. 
Portal  strongholds  like 
Yahoo  and  AOL,  toll- 
gates  to  the  wired  Inter- 
net, will  have  the  tables 
turned  when  wireless 
service  providers  like 
Vodaphone  and  Sprint 
PCS,  control  the  first, 
second  or  even  third 
screens  you  see.  Portal 
holders  are  aware  of  the 
threat.  Can  they  beat  it? 
Story  starts  on  page  22. 
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Wall  St.  vs.  Consumers 

What's  the  fastest  way  to  clear  a  room  full  of  venture  capita 
ists?  Mention  "B2C" — Web  sites  that  sell  stuff  to  consumer 
On  Wall  Street  B2C  is  dead.  Well,  Wall  Street  may  now  haj 
B2C  but  consumers  love  it.  In  this  summer  edition 
Forbes.com's  Best  of  The  Web,  you  will  find  300  great  Wd 
sites  in  36  different  consumer  categories.  We  selected  the  3(j 
from  2,000  entries.  It's  this  proliferation  of  sites  that  ma 
Wall  Street  nervous:  So  much  competition  spells  low  profij 
But  that  means  more  choice  and  better  prices  for  consumej 
Online  shopping  will  double  this  year  to  $37  billion  while  < 
ders  are  pouring  into  brokerage  sites  at  a  rate  of  800,0] 
trades  per  day,  more  than  double  a  year  ago. 

The  task  of  keeping  track  of  the  thousands  of  sites  is  l| 
responsibility  of  Tina  Russo  McCarthy,  a  veteran  of  FORI! 
magazine's  statistics  department  who  is  now  Editorial  Dirj 
tor  of  BOTW.  If  you  have  a  favorite  site  you'd  like  to  nomi 
for  inclusion,  e-mail  Tina,  at  editors@forbesbest.com. 


EDIT 


ECHNICALLY  SPEAKING,  YOUR 
ARTENDER  DOES  NOT  QUALIFY 
S  AN  EXPERT  SECOND  OPINION 


THOUSANDS  OF  INDUSTRY 
NALYSTS  DO. 


ass  expert  opinions: 

Hi  an  account  today 
oegin  cross-checking  your 
fitment  decisions  against 
e  ding  industry  sources. 


Only  DLJdirect  supports  your  investment 

decisions  with  the  market's  best  insight  and 

analysis,  straight  from  the  source.  Tap  in  to 

the  opinions  of  these  industry  experts: 

DLJ  Company  Research 

Standard  &  Poor's®  Stock  Reports 

Thomson  Insider  Info 

Briefing.com®  TheStreet.com 

Zacks  Reports 

Standard  &  Poors®  MarketScope®@Home 

Lipper  Mutual  Fund  Profiles. 

Donaldson,  Lufkin  &  Jenrette' 


'.DLJdirect.com     aol  keyword:  dljdirect     1.877. DLJ.1 960      $20  Trades 


h 


ic   DLJdirect  Inc..  a  Donaldson.  Lufkin  &  Jenrette  Company,  is  a  member  of  NASD  and  SIPC.  DLJdirect  and  Donaldson.  Lufkin  &  Jenrette  are  trademarks  of  DLJ  Long  Term 
ration  "Putting  our  reputation  online"  is  a  trademark  of  DLJdVrecf  Holdings.  Inc.  The  trademarks  of  third  parties  displayed  herein  are  the  property  of  their  respec    e  record  holders. 


INDEX 

ARC 

Abebooks.com,  164 
Abercrombie  &  Kent,  172 
About.com,  70, 90, 176, 190 
AboveTrade,  66 
Active  Trader,  70 
AdventureSeek,  172 
AIGDirect.com,  124 
Alibris,  164 
All  Music  Guide,  160 
All-Tech  Direct,  70 
Alpine  Ascents  Intl,  172 
AltaVista,  200 
Altrec.com,  166 
Amazon.com,  186 
America-lnvest.com,  100 
American  Bar  Association,  128 
American  City  Business  Journals,  76 
American  Express,  64,116 
American  Kennel  Club,  196 
American  Society  of  Association 

Executives,  112 
Antiquarian  Booksellers,  164 
ArtMecca.com,  134 
Artnet.com,  134 

Asia  Recovery  Information  Center,  90 
Asimba,  192 

Aston  Martin  Lagonda,  144 
Away.com,  172 
Backroads,  173 
BanalDesign.com,  138 
Bank  of  America,  116 
Bankrate.com,  120 
Barnesandnoble.com.  160 
Be  A  Pilot,  150 
Benjamin  Moore  Paints,  186 
Berkshire  Hathaway.  96 
BestRate.com,  120 
BizRate.com,  156 
Biztravel.com,  176 
Bloomberg.com,  76 
Bloomingdales,  152 
Bombardier  Learjet,  150 
Book  Safari,  164 
Book4golf.com.  193 
BradyNet.  90 
Bramley,  144 
Brandwise,  156 


Briefing.com,  86 

BuildFind  Home  Improvement,  186 

Bungo,  110 

Bureau  of  Public  Debt  Online,  86 

Burpee,  190 

California  Coach  Sales,  144 

CBS  Healthwatch,  192 

CBS  Marketwatch,  76 

CDNow.com,  160 

Charles  Schwab,  64, 82 

Chipshot.com,  193 

ChoicePoint.com,  198 

Circles,  109 

Citibank,  116 

Classical.net,  160 

ClearStation,  66, 70 

CNBC.com,  78 

CNet,  156 

Collectors'  Photo,  134 

Commerce  Bank,  116 

Compubank,  118 

Comstock  Partners,  96 

Concierge.com,  176 

Consumer  Reports  Online,  158 

Contractor.com,  188 

ConvertBond.com,  86 

Crate  &  Barrel,  152 

Cybercorp,  70 


Datek,  54 
Davenetics,  78 
DealTime,  158 
Deja.com.  158 
Delia  Weddings,  152 
Design  Within  Reach,  138 
DesignAddict.com,  138 
Desktop.com,  109 
Dialog,  198 
Direct  Hit,  200 
Directbanking.com,  118 
Dismal  Scientist,  The,  96 
Divorce  Source,  128 
DLJDirect,  64 
Docusearch.com,  199 
Dow  Jones  Interactive,  76 
Dreyfus  Funds,  82 
Duhaime's  Law  Dictionary,  128 


E-Loan,  120 

E-Trade,  65 

EArtGroup.com,  135 

Earth  River  Expeditions,  173 

EatMyHandbagBitch,  140 

Ebay,  162 

EBizJets.com,  150 

Ediets,  192 

Efit,  192 

Emerging  Markets  Directory,  90 

Emusic.com,  162 

Esurance.com,  124 

Evenbetter.com,  158 

Everbank.com,  118 

Exec-U-Net,  112 

Expedia.com,  178 

Eyestorm.com,  135 

FallStreet.com,  96 

Faucet  Depot,  The,  188 

Fedstats,  205 

Ferrari  North  America,  146 

Fertilemind,  98 

FestivalFinder,  182 

Festivals.com,  182 

Festpass,  183 

Fidelity.com,  65, 82 

FilmFestivals.com,  183 

Fitness  Online,  192 

Fodors.com,  173, 176 

Fogdog  Sports,  166 

Forbes.com,  68, 78, 84, 92, 112, 200 

Franklin  Templeton,  84 

Fraud  Defense  Network,  198 

FreeAdvice.com,  130 

FT.com,  92 

£111 

G.  Wagen  USA,  146 
Gabelli  Asset  Management,  84 
Gansevoort  Gallery,  140 
Garden.com,  190 
Gear.com,  166 
Geico  Direct,  124 
Golfonline.com,  193 
GolfServ,  194 
GolfSpan.com,  194 
Google,  200 
GordonsGuide.com,  173 


GorpTravel,  173 
GovWorks.com,  205 
Grassroots.com,  205 
Guild.com,  135 
Gymamerica.com,  192 
Hamptons  Real  Estate  Online,  148 
Healthypet,  196 
HedgeFund.net,  96 
HedgeWorld,  98 
Homepath.com,  120 
Hometime,  188 
Hotbot,  200 
House  of  Blues,  162 
Hummer,  146 
Icon20, 138 
lexplore,  173 
Imcor,  112 
lnfoUSA.com,  198 
Insound,  162 
Insure  One,  126 
Insweb,  124 

International  Real  Estate  Digest,  148 
International  Vacation  Homes,  148 
lnvestinglnBonds.com,  86 
ISI  Emerging  Markets,  92 
Island  Hideaways,  178 
ltulip.com,  98 

JUHJL 

Jackon  &  Perkins,  190 
Jaguar,  144 
Kemper,  84 
KnowX.com,  199 
Landings,  150 
Latinstocks.com,  92 
Lawguru.com,  130 
LawSmart.com,  130 
LawStreet.com,  130 
Lawyers.com,  128 
Lemon  Car  Page,  The,  130 
Lexis-Nexis,  199 
LL  Bean,  168 
LuxuryRealEstate.com,  148 

MJNfi 


Market  Guide,  66 
MarketHistory.com,  66 
Martha  Stewart  Living,  190 
MB  Trading,  72 


forbes  is  published  biwcekh .  with  three  special  issues  spring,  summer,  (.ill,  except  semimonthly  in  June,  with  an  additional  issue  the  second  week  of  October.  Subscriptions:  USA,  one  year  $K: 
oiuu.u  <  -v  95   indudesGSI  Usates  .n.iil.ihlc  upon  ixsquc^Uor  all  omcrcountn«.lwr^ 
■  inula '.  c-ni.u  ibenj  lorbes.com/custonicrsemce,  visit  us  on-line  at  www.forbes.com  or  write  Forbes  Subscriber  Service,  P.O.  Box  5471,  Harlan,  1A  51593-0971 

.  granted  by  ihc  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  222  Rosewood  Dr.,  Danvers,  MA  01923 
ipy  articles owi  .  >rb«  lor  a  flat  feeol  $1.50  pel  copy  per  article.  Send  payment  to  the  CCC  staling  the  ISSN  (0015  6914),  volume,  and  first  and  last  page  number  o 

copied  I  opyingfb  'Hjh  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes  without  express  permission  of  Forbes  or  the  copyrig! 

\pr.  ssk  \  rohibited 

lot  supply  back  issues  To  or.  '■  i  reprints:  call  (21 2)  620-2399  or  fax  (21 2)  206-51 18  or  e-mail  reprints(?forbes.com  (minimum  order  500);  to  request  permission 
.,i  article  tall  (212)620  1819 or  fax  (212)  206-51 18.  Reprints  reproduced  by  others  are  not  authorized. 


I 


TTi 


SMART    INVESTORS 
USE    OUR    CHEAT   SHEETS. 


Quicktake1 

REPORTS 


Time  is  money.  That's  why 
Morningstar  offers  investors 
free  Quicktake®  reports  on 
individual  stocks  and  funds. 
They're  quick.  Concise.  To 
the  point.  And  completely 
unbiased.  Just  log  on.  In  seconds,  you  can  access  a 
neady  organized  report  filled  with  timely  research 


AOL  Keyword:  Morningstar 


on  a  chosen  stock  or  fund.  How  many  stars  does 

your  fund  have?  What  grades  do  your  stocks  get? 

If  you're  hungry  for  more, 

our  premium  service  is  filled 

with  expert  analysis,  so  you  can 

drill   down    deeper   than   you 

ever    imagined.    Before    you       See  home  poge  for  detoils. 

invest,  investigate.  At  www.morningstar.com. 

MnfflNffilttdsm 


YOUR    FIRST    SECOND    OPINION. 


Forbes 


President  and  Editor-in-Chief  Steve  Forbes 
Chief  Operating  Off  icer  Timothy  C.  Forbes 
Chairman  Caspar  W.  Weinberger 
President-Forbes  Magazine  James  S.  Berrien 
Vice  Chairman  Christopher  Forbes 
Executive  Vice  President  Leonard  H.  Yablon 
Croup  Vice  President-Editorial  lames  W.  Michaels 
Publisher  Rich  Karlgaard 

President-Forbes  Global,  Forbes  FYI  Robert  L.  Forbes 
Chairman-Forbes  Global  Brian  Mulroney 

Vice  President-Finance  &  Secretary:  Sean  P.  Hegarty 

Vice  President-Treasurer:  )oel  B.  Redler 

Vice  President-General  Counsel:  Terrence  O'Connor 

Vice  President-Business  Development:  Gregory  I.  Zorthian 

Vice  President-Operations:  Scott  E.  Masterson 

Vice  President-Corporate  Communications: 

Monie  Begley  Feurey 

Vice  President-Circulation:  Lawrence  B.  Freeman 

Vice  President  Marketing-Communications:  Bruce  H.  Rogers 

Vice  President-The  Forbes  Collections:  Margaret  Kelly  Trombly 

Director  of  Administrative  Resources:  Mary  Ann  Danner 

Director  of  Information  Technology:  Tom  Klein 

Controller:  Philip  E.  Reville 

Director  of  Business  Development:  Amy  Tsui  Luke 

Director  of  General  Services:  Gary  Prasto 

Director  of  Human  Resources:  Margaret  Williams  Loftus 

Director  of  Knowledge  Management:  Anne  P.  Mini / 

Vice  President  Associate  Publisher/Sales  Dev.: 

William  ).  Flatley 

Special  Projects  &  Development:  Arnold  J.  Prives,  Dir. 

Special  Projects;  Dulce  A.  Chicon,  Dir.  Special  Sections 

Sales;  Peter  T.  Malloy,  Dir.  Econ.  Dev, 

Susan  D.  Toscani,  Dir.  of  Project  Management 

Vice  President,  Managing  Director  The  Americas: 

Russell  Cherami 

New  York:  Awn  Stirratt,  New  York  Regional  Director; 

( ieoige  (  .  (  lissold,  (  onv  Adv.  Mgr.;  (essica  Sibley,  Fin.  Adv. 

Mgr.;  Ryan  Adams,  ( Sourtney  Bkmdm,  Kevin  Gentzd, 

lennifei  <  iiampietro,  Andrew  Macaulay,  Michael 

Md  orinack,  lames  Patten;  Sherry  Phillips,  I  >ir.  ol  Adv.  FYI 

Atlanta:  lohn  H.  Rcock,  Atlantic  Regional  Director; 

Timothy  Carney 

Boston:  1  is.i  M.  lohn,  Mgr. 

Washington,  D.C.:  N,iik\  1    Sterling,  Mgr. 

Detroit:  Mike  Wood'..  Midwest  Regional  Director; 

KathyConnell  Brennan,  Shauna  kick 

Chicago:  William  |.  Powers  |r .  Mgr.,  lames  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Los  Angeles:  I  i  u  Rucker,  Mgr.;  [ill  S.  Harris, 

Adv.  Mgr.,  FYI  West 

Silicon  Valley:  (  andace  J.  Alexander.  Mgr.;  Angela  FloiCS, 

Tom  Snow;  Catherine  1  ukas,  Dir.  of  Adv.  ASAP 

Vke  President  Managing  Director  Europe. 

Publisher  Forbes  Global:  Robert  A  i  io/ier 

London:  Keith  Mantle.  Regional  Sales  Dircetor/I  uropc; 

luanita  Caspari,  Regional  Sales  Director/1  mope;  Steven 
Rau,  I  )ir  ol  Adv.  Forbes  ( ilobalj  Kelly  Emery  Steelman, 
Adv.  I  >u.,  the  Vmericas 

Vice  President  Managing  Director  Asia: 
William  Adamopoulos 
Tokyo:  Hnowiki  Nakagawa,  lap.m  Adv,  Dir.; 
roshiaki  lizuka,  [apan  Adv.  Mgr. 

HongKong:  l.uu  1  lowers,  Regional  Sales  I  >n 

International:  I. .  U    1  ,i(  mgnol.i.  Du.,  Int'l.  Adv., 

America;  Christian  M  I  rosl 

Marketing  Services:  Marisa  Marks,  Dir  Marketing  & 
Promotion*  ,m>l  Nelson,  Dir.  Spec.  Sections  fit  Prog 
Frank  1  lolcimascolo,  I  >n  ol  Research 

Forbes  Sprci.il  Interest  Publications 
Richard  W.  Stockton,  VP.  t  ,M 

Forbes  Conference  Croup: 

(  hnst  l.uk .  \  P  (,M;  Rick  lohnson,  Dir.  Sales; 

<  onsi.irue  Gardner,  Mgr  Sales 

Directors:  lulie  Effron.  M.niin  Keoh.m, Vicky  Audenried 

Forbes  Investors  Advisory  Institute: 

i  hi  lanjigian,  Directoi 
Advertising  Business: 

aness  Mana    r,  |oya   .i«.i  racken 

I  It!) 

Robin 

.' 
Peter  Kelleher,  knn  1  au 


INDEX     Continued 


McLaren  Cars,  LTD.,  146 
Merrill  Lynch  Direct,  65 
Modernism  Gallery,  140 
Modernity,  140 
Moma  Design  Store,  140 
MountainWoman.com,  168 
Mountainzone.com,  170 
MSN  MoneyCentral,  68 
Musicmaker,  162 
MVP.com,  170 
MyEvents.com,  109 
MySimon,  156 
Napeague  Letter,  100 
NASD,  205 

National  Discount  Brokers,  65 
Netshare.com,  112 
Newel  Gallery,  140 
NextMonet.com,  136 
Northern  Light,  200 
NowDocs.com,  109 
NoWonder,  110 
Oceanfront  Properties,  148 
0fficeClick.com,  110 
Old  House  Journal  Online,  186 
0nview.com,  135 
0pensecrets.org,  205 
Oppenheimer  Funds,  84 
0urHouse.com,  188 

eae 


Patagonia,  170 

Petfinder,  196 

Pets.com,  196 

Petswelcome.com,  196 

PGA.com,  194 

Pimco,  98 

Planet0utdoors.com,  170 

PogoPet,  196 

Pollstar,  183 

Porvenir  Online.  92 

Powells.com.  164 

Preview  Travel,  178 

Priceline.com  Home  Mortgage,  120 

PriceScan.  158 

Productopia,  158 

Progressive  Insurance,  126 

Putnam  Investments,  84 

Quicken.com,  120, 126 

RedChip,  100 

REI.  166 

ReliaQuote.com,  126 

Rhino,  162 

Rolls-Royce  &  Bentley  Motor  Cars,  146 


STU 


S&P's  Emerging  Market  Database,  92 
Savvy  Search,  200 
SearchPointe.  199 


Sears.com,  188 

Security  First  Network  Bank,  118 

ShareBuilder.com,  65 

Sixer.com,  68 

6FigureJobs.com,  112 

Small  Business  Administration,  205 

Small  Cap  Digest,  100 

SmallCap  Investor,  100 

SmallCapCenter,  100 

SmartMoney.com,  86 

SmartShip,  110 

Smith  &  Hawken,  190 

Sothebys.com,  136, 164 

South  Coast  Motorcars,  146 

Staples.com,  110 

StockGift.com,  152 

StockHouse  USA,  78 

StockSelector,  68 

T.  Rowe  Price,  84 

Tennis  Warehouse,  195 

Tennis.com,  194 

TennisOne,  193 

The  Knot,  152 

TheGolfer.com,  195 

Tobias,  Andrew,  96 

Today's  Homeowner,  188 

Tradebonds.com,  86 

Traders  Accounting,  72 

Travelocity.com,  180 

VWXYZ 

Underground  Trader,  72 
Universal  Jet  Aviation,  150 
US  Search.com,  199 
USLaw.com,  130 
Vacation  Homes  Unlimited,  180 
VacationSpot.com,  180 
Validea.com,  68 
ValueStocks.net,  68 
Vanguard  Group,  The,  82 
Wall  Street  City,  68 
Wall  Street  Electronica,  65 
Wall  Street  Journal,  78, 112 
WeatherTap.com,  150 
Webex.  110 

Wedding  Network,  154 
WeddingChannel.com,  154 
Wells  Fargo,  118 
WhatsGoing0n.com,  182 
Williams-Sonoma,  154 
WingspanBank.com,  118 
World  Wide  Travel  Exchange,  148 
Worldlyinvestor.com,  92 
YouDecide,  126 
ZoneZero,  136 


someone  to  act  like  a  partner,  not  a  vendor. 


an  Internet  that  lives  up  to  its  potential 
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an  e-business  approach  that's  complete  and  fully  integrated. 


someone  to  help  reduce  time  to  market. 


a  way  to  simplify  e-business  infrastructure. 


someone  that  can  make  your  life  easier. 


a  partner  that  solves  your  problems  rather  than  pushes  their  products. 


someone  who  won't  disappear  once  they  install. 


solutions  that  won't  become  obsolete  the  second  your  company  grows. 


The  wait  is  over.  Genuity  is  here. 


As  of  today,  GTE  Internetworking  is  called  Genuity.  And  as  of  today,  you've  got  an  e-business  solutions 

provider  who  has  finally  figured  out  how  to  make  the  Internet  work  for  your  company.  Face  it,  the  way 

you  used  to  deal  with  the  Internet  was,  in  a  word,  fragmented.  You  had  one  vendor  for  access.  Another 

for  security.  Another  for  hosting.  All  working  independently  of  one  another  while  you  hoped  and 

prayed  it  would  all  come  together.  But  now,  you  can  have  a  new  kind  of  partner:  Genuity.  A  partner  that 

brings  you  a  100%  integrated  approach  that  enables  your  business  to  succeed.  With  people  who  understand  what  you 

want  to  do,  where  you  want  to  go  and  how  to  get  it  done.  Yesterday  you  knew  us  as  GTE  Internetworking  and  BBN,  the  firm 

that  originally  brought  you  the  Internet.  Today,  you  know  us  as  Genuity,  a  company  that  understands  how  to  make  the 

Internet  work  for  your  business.  A  company  that  knows  how  to  take  your  vision  and  make  it  happen.  Better  than  anyone. 
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www.genuity.com   1-800-GENUITY 


Perspectives  By  James  W.  Michaels 


Back  To  School,  Everyone 


The  World  Wide  Web  is  the  best  stocked  and  most 
convenient  shopping  mall  ever  built.  It  is  yet  an- 
other temptation  for  people  to  spend  and  spend. 
The  Web  makes  stock  transactions  so  easy  that 
millions  of  us  are  overtrading,  a  bad  habit  if 
history  is  a  guide  (see  p.  28). 

It  was  not,  however,  to  encourage  either  spending  or 
stock  trading  that  Ford  Motor  Co.  decided  to  offer  home 
computers  and  Internet  access  to  all  of  its  365,000  em- 
ployees worldwide. 

Ford  is  convinced  it  can  build  shareholder  value 
by  persuading  its  employees  to  get  with  the  Web.  The 
company  is  onto  something.  Ordering  a  pizza  for  home 
delivery,  checking  movie  schedules,  spending  and 
trading,  isn't  what  the  World  Wide  Web  is  ultimately 
all  about. 

Technology,  truly  revolutionary  technology,  always 
does  more  than  promote 
economic  efficiency.  It  changes 
people,  broadens  them.  The  auto- 
mobile, Ford's  business,  began  as 
a  rich  person's  toy  but  ended 
by  transforming  American  life. 
Ordinary  people  were  no  longer 
tied  to  the  spot  where  they  were 
born.  They  could  move  about,  ex- 
pand their  horizons. 

Ford  clearly  understands  that 
the  computer  can  do  something 
similar.  Opening  the  whole  world 
to  them  from  their  homes,  the 
Web  offers  employees  a  new  way 
to  learn  new  things.  It  is  a  tremen- 
dously effective  way  for  top  man- 
agement to  spread  its  messages  through  the  ranks, 
almost  one  on  one — impossible  in  a  big  company  without 
the  Web. 

Peter  Drucker  (FORBES,  May  15)  pointed  out  that  all  of 
us — car  mechanics,  physicists,  dentists,  executives — feel 
threatened  by  technological  progress.  What  we  learned  in 
school  or  by  experience  is  obsolete  or  incomplete. 
If  employees  fall  behind,  so  does  the  company  that 
employs  them. 

The  need  is  there.  As  Drucker  says,  the  Web  will  be  the 

r  for  making  adult  education  a  great  growth  busi- 

rhroughout  his  long  career,  Drucker  has  been  among 

the  first  to  identify  economic  and  social  trends  in  their 

earliest  stages.  I  believe  he  is  right  on  once  again. 


People  will 
use  the  Web 
to  buy  stuff 
for  the  mind, 
not  just  stuff 
for  their  over- 
stuffed 
closets. 


Business  is  already  in- 
vesting tens  of  billions  of 
dollars  in  employee  train- 
ing. Our  military  spends  a 
good  chunk  of  its  budget 
on  education,  much  of  it 
^  having  little  to  do  with  sol- 

diering per  se.  Drucker  es- 
timates we  already  spenc 
about  half  as  much  on 
continuing  adult  educa 
tion  as  on  conventiona 
classrooms.  Much  of  the 
money  comes  from  private 
enterprise  for  improving 
worker  productivity. 

Here's  why  the  Web  is 
perfect  for  adult  educa 
tion:  Unlike  television,  it  is 
interactive,  and  interactivity  is  a  great  learning  tool.  Stu- 
dents don't  just  sit  and  let  the  material  wash  over  them 
They  can  be  quizzed  on  the  Web  and  respond  with  a  click 
or  with  e-mail. 

For  grades  K-12  the  Web  will  probably  be  a  supple- 
mentary tool.  But  adults,  who  need  education  almost  a: 
badly  as  the  kids  do,  can't  always  spend  the  whole  day 
class  or  commute  to  night  classes.  Webucation  also  cu 
the  expense.  With  Web  delivery  the  cost  isn't  much  mo 
if  there  are  hundreds  of  thousands  of  students  or  just 
few  hundred. 

There  isn't  space  enough  in  our  elite  schools  for 
who  could  benefit  from  the  courses.  The  Web  can  m 
Ivy  League  lectures  available  to  anyone  willing  to  spen 
some  time  and  money. 

Much  of  the  early  development  in  Webucation  involvi 
business  courses,  which  are  easy  to  market.  A  single  bj 
corporation — Ford,  for  example — can  buy  thousands  <: 
programs.  But  in  a  relatively  short  time,  I  belief 
Webucation  will  become  a  consumer  product.  Oh,  sure 
lot  of  people  will  choose  to  remain  couch  potatoes,  b 
millions  will  begin  spending  less  time  staring  at  TV  aij 
more  time  growing  their  minds  on  the  Web.  If  they  do: 
want  to  study  Shakespeare,  they  can  always  learn  to  ii 
prove  their  golf  swing  interactively.  People  will  use  t 
Web  to  buy  stuff  for  the  mind,  not  just  for  their  ov< 
stuffed  closets. 

In  upcoming  Best  of  the  Web  issues,  FORBES  will  r 
and  list  Webucational  sites. 
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you  not  only  get  real-time  quotes  and  information,  you  can  actually  buy 
and  sell  stocks  from  virtually  anywhere  in  the  U.S.  (Of  course,  you  can 
always  still  trade  by  PC,  phone,  or  pager.) 

Visit  FIDELITY.COM/GOTO/WIRELESS  for  more  details. 


Powerstreet" 

ONLINE  TRADING®  FIDELITY.COM 


WE  HELP  YOU  INVEST  RESPONSIBLY" 


Palm  and  Palm  VII  are  trademarks  of  Palm,  Inc.  (or  its  subsidiaries),  an  independent  company  that  is  not  affiliated  with  Fidelity. 

Offer  valid  only  for  individual  or  joint  Ultra  Service  Accounts  for  customers  establishing  a  Fidelity  Ultra  Service  Account  for  the  first  time.  Certain 

restrictions  apply.  Account  must  be  established  no  later  than  6/30/2000  and  must  be  maintained  for  six  months.  Limit  one  per  household.  To  take 

advantage  of  this  offer,  new  applicants  must  register  online  at  fidelity.com. 

Offer  entitles  new  account  to  ten  commission  free  online  U.S.  stock  trades  up  to  1 ,000  shares  placed  via  the  Web.  Please  allow  approximately  7  days 

from  the  funding  of  the  account  to  receive  ten  commission  free  trades  credit.  Commission  free  trades  must  be  used  within  three  months  ana  will 

expire  without  notice.  Retail  value  of  commission  free  trades  is  between  $149.50  and  $300  depending  on  commission  eligibility. 

Fidelity  reserves  the  right  to  terminate  this  offer  at  any  time.  Certain  restrictions  apply.  Offer  is  not  valid  in  conjunction  with  any  other  special  offer. 

Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SI  PC.  98446 


The  era  of  high  priced  digital  printing  is  ove 
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Introducing  the  Aficio"  850  from  Ricoh.  The  affordable  85  ppm  print-on-demand 
alternative.  A  fully  networked  solution  with  a  super  high  speed  scanner.  Stores, 
retrieves  and  edits  electronic  and  hard  copy  documents.  Add  toner  and  paper  on 
the  fly.  7,550  sheets  online  from  6  sources.  Prints  onto  tabs,  cover  and  index  stocks. 
Connect  2  together  and  output  170  ppm.  Connect  up  to  12  850s  soo  63  RICOH 
and  cluster  print  1,020  ppm.  It's  a  digital  world.  Come  and  get  it.  1 
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We're  in  your  corner. 


Image  Communication 


Forbes.com 


Who  Owns  Your 


When  you  surf  the  Web  wirelessly 
will  you  still  love  Yahoo  and  AOL? 


Yahoo's  Jerry  Yang  is  all  smiles.  But  his  world  is  about  to  come  unpin- 


BY  NIKHIL  HUTHEESING 

II  YOU  1 1. WIN  1  AI  READY  GONE  WIRELESS  IN  YOURWEB- 
surfing  you  soon  will.  Now,  you  don't  have  to  own  a  PC 
to  get  on  the  Net.  You  can  flip  open  your  cellular  phone 
and  get  snippets  of  information — like  the  departure 
time  of  a  flight,  the  \  ice  of  a  stock  and  the  location  of 
the  nearest  sushi  joint  You  can  even  make  reservations. 

As  those  handheld,  easily  portable  Web  access  instru- 
ments proliferate,  you  may  have  to  change  your  established 


viewing  habits.  Today,  when  you  go  to  the  wired  Web,  y<i 
first  stop  is  likely  an  established  portal  like  Yahoo,  Amenl 
Online  or  Lycos.  You  get  your  e-mail  there,  check  your  stoll 
and  then  search  the  Web  for  other  sites. 

This  portal-dependence  has  made  some  very  rich,  giv| 
Yahoo,  for  example,  a  market  capitalization  of  $70  billill 
But  as  handheld  wireless  spreads,  the  old  telecoms  like  Sp| 
PCS,  US  West,  Bell  Atlantic  and  Vodafone  Airtouch  hop«f 
send  Yahoo  and  its  likes  into  obsolescence.  They  want  to 
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orget  Yahoo.  Sprint  PCS'  Andrew  Sukawaty  has  his  own  portal. 


our  portals,  your  main  entrance  to  the  Internet. 

The  wireless  Web,  which  is  partly  just  a  repackaging  of  the 

'ired  Web,  can't  show  pages  of  graphics,  text  and  flashing 

anner  ads  on  the  tiny  screen  of  a  handheld  device.  Instead, 

offers  tightly  focused  packets  of  information — live  stock 

uotes,  say,  or  e-mail,  or  highway  directions. 

A  number  of  portals  are  quickly  reworking  their  Web 
tes  to  make  them  more  suitable  for  handheld  devices  (see 
ble).  They  must  move  fast  because  the  telecom  companies 
e  working  to  speed  up  wireless  connections  and  are  up- 
ading  their  networks  to  operate  under  the  Wireless  Ac- 
ss  Protocol  (WAP).  This  standard  allows  a  variety  of  hand- 
Id  devices  to  access  information  from  the  Web. 
When  that  happens,  the  carriers  plan  to  build  on  their 
itus  as  Internet  service  providers  to  become  advertising 
rtals.  Since  they  always  know  where  you  are  at  the  mo- 
|  ?nt  you  access  the  Web  through  their  ISPs,  the  telecoms  en- 
ion  new  wireless  services  of  the  kind  today's  portals  sim- 
'  can't  offer.  You  are  driving  around  town  and  a  real  estate 
;  knows  that  you  are  in  the  market  for  a  new  home — the 
'rier  can  make  sure  that  a  message  will  flash  on  your 
done  from  the  real  estate  site  when  you  pass  a  house  for 
it.  If  you  drive  by  a  mall  and  Nordstrom  is  having  a  sale, 
a  romotion  will  be  sent  to  you  on  your  phone.  It's  getting 
I  >e  lunchtime  and  a  local  restaurant  or  fast-food  joint 
o  ;rs  you  its  convenient  hospitality. 

Creating  an  ISP  and  a  portal  wrapped  up  in  one — AT&T 

V^  rldNet,  for  example — is  a  strategy  that  was  tried  before, 

3  he  first  generation  of  wired  ISPs.  But  they  moved  too 

»  ■  ly.  New  economy  upstarts  like  Yahoo  were  already  there. 

i  'We've  seen  what  happened  with  the  fixed  operators, 


and  we  want  to  avoid  the  same  fate,"  says  Christopher  Gent, 
chief  executive  officer  of  Vodafone  Airtouch,  the  world's 
biggest  wireless  carrier.  "We  don't  want  to  be  disintermedi- 
ated.  Our  customers  will  remain  our  customers." 

In  April  Vodafone  Airtouch  joined  Bell  Atlantic  Mobile 
to  create  Verizon  Wireless,  a  service  with  21  million  voice, 
data  and  paging  customers.  In  the  next  few  months  Veri- 
zon plans  to  roll  out  a  short  messaging  service  for  cell 
phones  as  well  as  its  very  own  Internet  portal. 

Just  before  Sprint  PCS  launched  its  wireless  Web  ser- 
vice last  September,  Jerry  Yang,  a  cofounder  of  Yahoo  and 
Jeffrey  Mallet,  the  company's  president,  paid  a  visit  to 
Sprint.  They  suggested  Sprint  should  make  Yahoo  the  de- 
fault home  page  for  wireless  customers.  "We  are  creating  a 
portal  that  will  operate  from  multiple  devices,"  says  Yang. 
"We  are  taking  our  experience  in  the  Web  and  driving  it  to 
tomorrow." 

But  Sprint  was  reluctant  to  give  up  or  even  to  share  the 
potential  revenues  with  Yahoo.  "Yahoo  was  aggressive  about 
wanting  to  serve  as  the  home  page  for  our  customers,"  says 
Andrew  Sukawaty,  Sprint  PCS'  chief  executive.  "But  we 

wanted  to  manage  our  own 
home  page  with  the  most  at- 
tractive features." 

They  finally  struck  a  deal 
but  Yahoo  had  to  give  a  lot  of 
ground.  As  a  result,  when  you 
sign  on  to  Sprint's  Wireless 
Web  service,  you  arrive  at 
Sprint's  own  home  page. 
Companies  like  Yahoo  and  AOL 
are  simply  listed  as  links.  And, 
of  course,  Yahoo  and  AOL  have 
to  share  revenue  with  Sprint 
when  it  sends  customers  their 
way.  So  will  Amazon.com 
when  you  buy  a  book.  It  will 
make  the  carriers  more  than 
carriers;  they  will  be  value-added  resellers.  That  could  do 
wonders  for  their  stock  multiples.  "Let's  be  clear  about  our 
intentions,"  says  Vodafone's  Gent.  "We  want  to  support  our 
market  cap,  not  Yahoo's  market  cap." 

In  March  U  S  West  launched  its  Web  portal  BrowseNow. 
It  lets  you  configure  the  information  you  want  to  get  on 
your  phone  from  the  phone  itself,  or  from  a  PC.  Then,  when 
you  access  the  site  wirelessly,  you  can  pull  up  weather,  stocks, 
a  personal  calender  and  any  other  information  you  want. 

Such  developments  worry  Yang  and  AOL's  Steve  Case 
because  the  wireless  Web  stands  to  be  much  bigger  than  the 
wired  one  today.  GartnerGroup  predicts  that  in  three  years, 
more  than  1  billion  mobile  phones  will  be  used  to  access 
the  Internet.  Already,  in  Japan,  NTT  Docomo,  the  mobile 
service  spun  off  from  Nippon  Telegraph  &  Telephone  last 
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year,  has  26  million  voice  customers 
and  5  million  Internet  customers. 
NTT  Docomo  has  a  market  capitaliza- 
tion of  $34  billion,  surpassing  NTT 
itself  which  has  a  market  cap  of  just 
$20  billion. 

By  offering  the  services  of  a  portal, 
wireless  carriers  also  hope  to  extract 
themselves  from  a  bidding  war  for 
customers.  About  36%  of  wireless  users 
switch  carriers  every  year.  Once  you 
get  your  e-mail  and  stock  updates  at 
the  Sprint  portal,  you  will  think  twice 
before  making  the  move  to  another 
carrier. 

You  can  be  sure  Yahoo  isn't  just  rolling  over  and  sur- 
rendering. Last  June  Yahoo  paid  $80  million  in  stock  for 
Online  Anywhere,  a  company  whose  software  formats  Web 
sites  for  wireless  devices.  Since  then  Yahoo  has  signed  deals 
with  equipment  manufacturers  like  Palm  to  include  its  soft- 
ware as  standard  equipment  in  their  products. 

Last  December  AOL  acquired  Tegic  Communications,  a 
company  that  develops  software  which  makes  it  easier  to 


Second  Screen  1  havers 

Your  wireless 
Here  are  some 

Website 

carrier  may  provide  you  with  the  launching  pad  to  the  wireless  Web. 
places  you  can  go  from  there: 

What  you  can  do                                                 Wireless  URL 

Amazon.com 

Buy  books,  CDs,  DVDs  and  more 

www.amazon.com/phone 

CEOExpress 

Get  financial  data,  business  news,  travel  and  weather 

www.wiredceo.com 

E-Trade 

Buy  and  sell  stocks  from  anywhere 

www.etrade.com 

Go2online 

Look  up  movie  schedules,  driving  directions 

www.go2online.com 

Paytrust 

Pay  bills  from  the  road  using  your  Palm  VII 

www.paytrust.com 

RoveNet 

Buy  flowers,  gift  baskets,  balloons  from  a  Palm  VII 

http://rovenet.com 

Total  Sports 

Get  sports  scores 

http://wap.totalsports.net 

enter  text  using  a  phone  pad.  And  in  May,  ExciteAtHome 
launched  a  new  portal  allowing  mobile  users  to  access  the 
Web  to  get  customized  news,  weather,  directions  and  per- 
sonal information. 

Will  the  telcos  blow  their  new  opportunity?  That  re- 
mains to  be  seen.  Providing  show  biz  excitement  is  a  talenl 
built  right  into  Yahoo's  genes — and  AOL's.  You  may  like 
your  local  phone  company  but  when  did  you  ever  feel  pas- 
sionate about  it? 


If  You  Lived  in  Finland 

If  you  lived  in  Finland,  you'd  never  think  of  leaving  home 
without  your  portable  phone.  In  this  chilly  nation  of  5  million 
people,  with  its  long  summer  days  and  dark  winters,  nearly 
70%  of  people  communicate  with  one  another  wirelessly.  They 
punch  out  short  text  messages  on  their  portable  phones  and 
shoot  them  off  to  another  person's  portable. 

We  caught  Pekka  Isosomppi,  a  spokesman  for  Nokia,  while 
he  was  in  a  department  store  with  his  wife  and  kids  in  Helsinki. 
Our  call  came  in  as  he  was  tapping  out  a  message  to  his  wife. 
They  had  become  separated  in  the  crowd  and  he  wanted  to 
know  where  she  was. 

Does  he  need  an  overcoat  that  day?  Isosomppi  pulls  up 
the  local  weather  by  typing  into  his  phone  "weather,  Helsinki, 
400"  and  the  phone  brings 
back  the  weather  report. 
Going  to  work  he  types  in  the 
number  of  the  bus  he  uses, 
and  back  comes  a  report  on 
when  the  next  bus  will  arrive 
at  his  station. 

No  need  here  to  carry  a 
wallet  full  of  credit  cards. 
When  he  feels  like  a  cup  of 
hot  coffee,  Isosornnpi  phones 
Ins  favorite  coffee  shop  and  gives  his  order  which  is  automati- 
cally charged  to  his  phone  bill.  When  he  wants  soda  from  a 
vending  machine  he  just  punches  the  order  into  his  phone,  and 


" 


the  vending  machine  dispenses  the  soda  and  puts  the  chan 
on  his  account. 

A  couple  of  years  ago  he  decided  to  buy  a  used  car  from 
acquaintance  who  wanted  cash.  Standing  next  to  the  seller,  I 
somppi  pulled  out  his  mobile  phone,  tapped  into  his  bank 
count  and  transferred  the  money  to  the  seller's  account.  ■■ 
drove  the  car  away. 

We're  not  that  advanced  yet,  though  you  can  tap  into  Am 
zon.com  and  buy  a  book.  As  the  wireless  Web  gains  stear* 
won't  be  long  before  you,  like  Isosomppi,  will  wonder  how  * 
ever  managed  without  your  connection  to  the  wireless  V» 
"When  I  am  abroad  without  my  phone,  I  feel  like  I  am  in* 
desert,"  he  says.  — N.H. 
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Don't  let  yours  suffer  the  same  fate. 


MyEvents.com 

Give  your  users  the  power  to  create  their  own  communities  and  organize  their  daily  lives  right  on  your  site,  in  your 
branded  environment.  And  they'll  do  more  than  visit  your  site  once  -  they'll  come  back  again  and  again.  With  the 
tools  your  visitors  need  to  stay  connected,  get  organized  and  share  information,  you'll  increase  site  traffic,  brand 
loyalty  and  revenue  opportunities.  For  more  information  contact  us  at  www.myevents.com/partner. 

'ur  integrated  groupware  includes:  calendars,  contar:  o  albums,  bulletin  boards.  ng.  online  invitations  and  more. 

Wight  ©  2000  MyEvents.com 


" 


and/ol 


||  The  Business  Internet  | 


if^w^Q^ff  The  best  way  to  manage  your  projects  is  to  have  the  information  you  need  right  in 

Project 2000ui    front  of  you.  Microsoft    Project  2000  gives  you  that  information  by  providing 
uble  tools  for  organizing,  viewing  and  analyzing  project  data  and  by  allowing  your  team  members  to 
late  their  status  through  the  Web— which  is  yet  another  way  of  makingThe  Business  Internet  work  for  you. 
Since  the  most  accurate  status  information  comes  from  those  doing  the  work.  Microsoft  Project  2000 

udes  a  simple.  Windows  -based  interface  that  team  members  can  access  from  their  Web  browsers  to 
vide  collaborative  input.  It's  called  Microsoft  Project  Central,  and  it  can  give  you  up-to-the-minute  data 

will  help  you  make  the  best  decisions  for  your  business.  To  learn  more  or  to  order  a  trial  CD.  visit  our 

>  site  at  www.microsoft.com/go/project 

Microsoft 

Where  do  you  want  to  go  today? 


On  The  Job  Trading 

Are  you  addicted  to  on-the-job  stock  trading? 
Here's  advice,  some  of  it  good,  some  of  it  better  yet. 


BY  DOLLY  SETTON 

EYES  TRAINED  ON  COMPUTER 
screens,  the  men  and  women 
watched  horrified,  occasion- 
ally groaning,  as  the  Nasdaq 
index  sank  600  points.  "I 
thought  it  would  never  stop,"  says 
one.  "There  goes  my  retirement," 
sighed  another. 

"Online  w 

pornography  * 
was  the 
workplace 
distraction. 
Now  it's  stock 

trading." 


This  was  no  day  trading  room.  It 
was  the  Manhattan  sales  headquarters 
of  a  financial  services  company.  This 
scene  was  repeated  in  many  a  non- 
brokerage  office  across  the  country. 
"No  one  got  any  work  done  that  day," 
confided  one  of  the  traders. 

Lior  Bodnir  is  a  software  manager  at 
CCI/Triad  in  Austin,  Tex.  On  Aug.  11, 

wt'/y  & 


1999  his  boss  called  a  meeting.  Bodni 
had  trouble  focusing.  "I'm  in  the  meet 
Lng  and  I'm  thinking  about  the  Red  Hz 
IPO.  It's  like,  'Oh  my  god,  how  much  ar 
I  losing  by  being  in  this  meeting?"' 

Bodnir,  32,  is  typical  of  hundreds  c 
thousands  of  otherwise  perfectly  san 
Americans  who  have  caught  tech-trad 
ing  fever.  He  works  hard  at  his  job  bt 
manages  to  sneak  in  time  every  day  t 
tend  to  his  stocks.  "Unobtrusively,  te: 
minutes  here  and  there,  before  an 
after  lunch,"  is  the  way  he  puts  it. 

Until  recently  the  stock  market 
were  dominated  by  the  big  investing  in 
stitutions — pensions,  mutual  funds- 


J I  >      R      R 


s    .    B«tnfTh>  Web    •    May  2   .  2000 


it  after  a  nearly  unbroken  18-year  bull 
larket,  millions  of  individuals  have 
:en  sucked  into  the  game.  Of  the  more 
an  3  billion  shares  that  change  hands 
1  Nasdaq  and  the  NYSE  every  day,  53% 
e  retail  trades.  A  decade  ago  just  289 
iilion  shares  changed  hands  daily,  27% 
"  them  retail.  Retail  trading  has,  in  ef- 
ct,  increased  twentyfold.  The  stock 
larkets  have  become  a  giant  national 
ttery  but  with  this  difference:  You  can 
ay  most  lotteries  anytime;  this  one  is 
lly  open  during  what  are  for  most 
mericans  their  prime  working  hours. 

"It  used  to  be  online  pornography 
as  the  primary  workplace  distraction. 


Now  it's  trading,  stock  research  and 
personal  e-mail,"  says  Kimberly  Young, 
a  University  of  Pittsburgh  professor 
who  serves  as  director  of  the  Center  for 
Online  Addiction. 

A  former  systems  analyst  at  Blue 
Cross  Blue  Shield  describes  how  the  ad- 
diction spreads.  "The  guys  in  the  cubi- 
cles next  to  me  hated  it  because  they 
had  told  me  Qualcomm  was  too  high 
and  they  stayed  out.  But  then  they 
watched  me  triple  my  money  and  they 
were  hooked."  He  recently  quit  to  be- 
come a  professional  day  trader. 

Every  workplace  computer  is  a  po- 
tential trading  station,  so  temptation  is 
never  far  away  in  the  modern  office. 
Never  mind  that  70%  of  active  traders 
lose  money.  It's  the  winnings  you  hear 
about  at  the  watercooler. 

Okay,  so  what  do  you  do  about  it? 
How  do  you  keep  your  stocks  from  in- 
terfering with  your  real  job?  Or  at  least 
how  do  you  keep  the  boss  from  discov- 
ering that  you  are  trading  on  her  time? 
Here  are  some  tips: 

•  Do  research  at  home,  and  place 
limit  orders  the  night  before. 

•  Set  up  e-mail  alerts  so  you  aren't 
constantly  scanning  Web  pages  or  mes- 
sage boards  for  news  that  might  affect 
your  holdings.  Most  online  brokers  offer 
alerts  about  earnings  announcements 
and  precipitous  price  drops  and  other 
events  that  concern  stocks  in  your  port- 
folio. ClearStation  will  even  e-mail  you 


recommendations  from  your  choice  of 
amateur  stockpickers,  whose  records  are 
posted  on  the  Web  site. 

•  Be  discreet.  Miniature,  inch-high 
portfolio  tracking  windows  are  avail- 
able at  Company  Sleuth.  They  run  at 
the  bottom  of  your  screen  and  display 
prices,  news  and  market  movement 
updates.  If  you  expect  a  colleague  to 
use  the  same  computer,  empty  your 
cache  every  evening  to  remove  the 
record  of  the  day's  stock  trolling.  (The 
cache  is  located  in  browser  prefer- 
ences.) Save  broker  and  other  stock 
research  bookmarks  at  Bungo.com  or 
another  similar  Web  site  rather  than  on 
your  browser.  Delete  cookies  and  clear 
your  browser  history  by  going  to  the 
preferences  part  of  the  tool  bar. 

•Consider  trading  from  a  wireless 
device  like  the  Palm  VII  or  Qual- 
comm's  PDQ  Smartphone.  Most  wire- 
less access  is  slower  than  dial-up  access, 
but  faster  contact  is  now  available  via 
SoftNet  Zone.  You  can  also  set  up  wire- 
less e-mail  alerts  and  real-time  quotes 
from  Freerealtime.com. 

•  Try  after-hours  trading.  Datek, 
Fidelity  and  Schwab  offer  trading 
until  8  p.m. 

Having  said  all  this,  we  will  now  offer 
you  some  even  better  advice:  Kick  the 
trading  habit  absolutely.  In  the  long  run, 
nearly  all  traders  die  broke.  It's  the  buy- 
and-holders  like  Warren  Buffett  who  end 
up  with  the  loot.  F 


"We  Trade  Ourselves" 


Your  boss  may  not  catch  you  trading,  but  how  about  the  IT  department?  Most 
have  "sniffers"  that  can  follow  your  every  click.  Moreover,  the  firewalls  that 
protect  against  hackers  automatically  log  each  Web  page  you  visit.  And  then 
there  is  the  site-blocking  equipment.  Chances  are,  however,  that  Big  Boss  is  not 
watching  you. 

Firewalls  only  register  page  hits.  You  could  spend  three  hours  with  your  broker 
and  it  might  only  show  as  one  hit.  Sniffers  are  rarely  employed  except  with  employees 
suspected  of  really  bad  behavior.  Even  if  the  IT  department  knows  that  you  visit 
Schwab,  say,  several  times  a  day,  it  doesn't  know  what  you  are  doing  there:  Interac- 
tions with  brokers  are  encrypted. 

Information  technology  data  company  IDC  surveyed  225  human  resource  direc- 
tors. Without  exception  they  said  that  in  a  tight  labor  market,  they  do  little  employee 
monitoring.  The  20%  who  used  blocking  software  used  it  mainly  against  porn  sites. 
We  did  some  checking  of  our  own.  Typical  was  the  response  from  one  IT  manager: 
"After  all,  we  trade  ourselves."  —D.S. 
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Today,  providing  professional  online  learning  takes  more  than  a 


Veb  site.  It  takes  sound  instructional  design,  relevant  and  engaging  courses,  and  a  choice  of  learning  methods. 
t  takes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively  for  the  Web,  Element  K  offers 
nstructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference  library  and  dynamic  interaction  with  experts 
nd  peers.  Element  K  hosts  a  rich  learning  environment  integrated  with  a  powerful  learning  management  system. 


nlock  the  power  of  knowledge.  Experience  www.elementk.com 


irmerly  ZDU.com 


'^ 


element  k 


the  catalyst 


©  2000  Element  K  LLC  AU  rights  reserved. 


►Convergence  between 
TV  and  the  Web  is  taking 
its  first,  faltering  steps. 
Hurry  up  and  wait. 


RIC  SCHMUCKLER 


WE'VE  BEEN  HEARING  ABOUT  IT  FOR  NEAF? 
a  decade  now:  Convergence,  the  blending! 
the  entertainment  power  of  television  wl 
the  interactivity  of  the  Internet.  ImagJ 
television  with  interactive  guides  that  cl 
whisk  you  to  thousands  of  movies.  Or  a  TV's  remote  c<| 
trol  that  would  let  you  order  up  a  pizza  or  buy  the  swe; 
Jennifer  Aniston  is  wearing  on  the  TV  sitcom  Friends.  Wl 
if  you  could  play  back  a  football  game  and  choose  the  a\ 
era  angles  yourself? 

When  will  convergence  get  here?  It  is  here,  but  it  stilll 
a  long  way  to  go.  There's  a  lot  of  high-bandwidth  wir  j 
be  laid  and  digital  set-top  boxes  to  be  deployed  before  c  j 
vergence  becomes  widespread,  but  the  pace  is  quicken) 
By  2004,  predicts  Jupiter  Communications,  roughly  i{ 


AJUi •OcsrcfThc  Web   •    Mav  22 


1  h  of  U.S.  homes  will  have  some  form  of  interactivity. 

i  You  can  classify  convergence  into  a  few  broad  cate- 

I  ies.  Interactive  TV  offers  programming  that  directly  en- 

H;es  a  viewer  in  a  two-way  exchange.  Microsoft's  WebTV 

iile  most  aggressive  here.  It  offers  three  levels  of  service. 

«:  base  service,  which  costs  $22  per  month,  requires  you 

tyuy  a  $99  terminal  made  by  Sony  or  Philips.  (A  wireless 

« board  is  optional.)  This  allows  you  to  surf  the  Web,  chat 

<Mi  other  people  and  send  e-mail  on  your  big  screen. 

I  vVant  more?  WebTV  Plus  adds  online  city  guides,  picture- 

licture  technology,  interactive  games  like  Jeopardy  and  in- 

:|  rtive  overlays  of  Web  page-like  strips  of  information  on 

Kj  hours  of  TV  programs  every  week.  (Content  is  provided 

ilhe  TV  producers,  not  Microsoft.)  Cost:  $199  plus  $25 

njithly. 


WebTV's  growth  is  slowing  and  it  now  has  about  1  mil- 
lion subscribers.  How  good  is  it?  Not  very.  Forrester  Re- 
search Analyst  Josh  Bernoff  remembers  clicking  the  inter- 
active button  during  the  season  finale  of  Baywatch.  His 
click  caused  the  picture  to  shrink  as  he  was  whisked  to  a 
Web  page  explaining  how  the  scene  was  filmed.  "It  was  gra- 
tuitous, a  perfect  example  of  what  not  to  do,"  he  says. 

The  next  most  widely  deployed  interactive  service  is 
from  Wink  Communications,  which  is  now  in  120,000 
homes  but  expects  to  be  in  3  million  homes  by  year-end. 
The  company  convinces  cable  and  satellite  TV  providers  to 
install  its  set-top  boxes,  then  shares  revenue  with  them;  no 
charge  to  viewers.  Advertisers  love  Wink  because  it  gener- 
ates leads.  An  icon  might  appear  during  a  commercial  for 
detergent.  Hit  a  button  on  your  remote  to  get  coupons  or 
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a  free  sample  sent  to  you.  Or  click  and 
buy  a  CD  by  the  artist  featured  on  the 
The  Tonight  Show.  About  75%  of  Wink 
homes  use  the  service  every  month, 
23%  three  times  a  week  or  more.  But 
that  is  likely  to  drop  as  the  novelty 
wears  off. 

Soon  America  Online  plans  to  offer 
AOL  TV,  its  version  of  WebTV.  A  set-top 
box  will  put  AOL  services  on  your  screen 
alongside  the  regular  video  image.  "We 
are  giving  people  another  place  in  the 
home  to  do  their  AOL  stuff  in  a  multi- 
tasking world,"  says  Barry  Schuler,  pres- 
ident of  AOL  Interactive  Services.  Imag- 
ine a  bunch  of  teens  trading  instant 
messages  while  they  watch  Buffy  the 
Vampire  Slayer. 

Among  broadcast 
networks,  Disney's 
ABC  and  ESPN  have 
made  the  most 
strides  combining  TV 
and  the  Web.  During 
last  season's  NFL 
football  games  it  al- 
lowed viewers  to  do 
various  interactive 
tricks.  If  Randy  Moss 
made  an  amazing 
catch,  facts  and  statis- 
tics about  Moss 
would  appear  on  the 
screen.  Pull-down 
menus  for  each  team 
showed  game  stats  or 
stats  for  individual  players.  You  could 
also  play  a  simple  interactive  game 
(pick  who  would  get  the  ball  on  the 
next  play),  take  part  in  online  polls 
and  visit  a  chat  room. 

The  service  got  up  to  1 00,000  users 
during  a  few  Sunday  and  Monday  Night 
Football  games  and  650,000  for  its 
broadcast  of  the  Super  Bowl.  Soon  the 
system  will  be  applied  to  IVTio  Want*  to 
be  a  Millionaire. 

A  certain  it  of  television 

viewers  will  gr.n  il       toward  this  type 

of  "active"  viewc  hen  we  tested 

rviceitwasi  >u  need  to 

imputer  in  i  room  as 

et.  It  was  ■    .ting. 

•  > i-i r  team  is  drh  i  the 

field  in  the  final  minute  •  e,  are 


The  first  big 

success  in 

convergence 

may  be  only 

a  small 

improvement 

over  your 

VCR 


you  really  going  to  worry  about  playing 
the  online  game?"  asked  one  college  stu- 
dent, an  ardent  sports  fan. 

Even  Maggie  Wilderotter,  chief  ex- 
ecutive of  Wink,  admits  that  acceptance 
of  such  interactive  TV  applications  will 
be  slow.  "For  the  next  ten  years,  the  pri- 
mary function  of  your  TV  will  be  video 
and  the  primary  function  of  your  com- 
puter will  be  data." 

Ironically,  the  first  big  success  in  con- 
vergence may  actually  be  only  a  small 
improvement  over  what  we  have  now.  A 
convergence  gadget  called  Tivo  is  essen- 
tially an  enhanced  version  of  a  VCR.  Tivo 
is  a  small  black  box  that  sits  between  the 
signal  reception  and  the  screen  and  acts 
as  a  hard  drive.  Suppose 
you're  watching  a  show 
and  the  kids  want  to  be 
fed.  Or  nature  calls. 
Click  the  remote  and  it 
stops  the  TV  show  until 
you  return.  With  it  you 
can  digitally  record  up 
to  30  hours  of  pro- 
gramming and  watch  it 
when  you  want.  You 
can  easily  eliminate 
commercials  and  replay 
favorite  scenes. 

Tivo  costs  $300  to 
$400  for  a  set-top  box 
and  $10  per  month  to 
get  programmable  TV 
listings  through  a 
phone  line.  So  far  only  35,000  have 
been  installed.  But  Forrester's  Bernoff 
predicts  that  it  won't  be  long  before  14 
million  homes  have  a  "personal  TV" 
device  like  Tivo.  Another  company, 
Replay,  offers  a  $400  box  with  no 
monthly  fee.  Replay  hopes  to  make  its 
money  selling  sponsorships  to  its  pro- 
gram listings. 

Tivo  would  seem  to  be  little  more 
than  an  interim  technology.  But  these 
souped-up  VCRs  may  gain  wider  accep- 
tance than  many  flashier  rivals.  Most 
convergence  devices  ask  viewers  to  buy 
things,  answer  questions  or  play  games 
while  watching  television.  Tivo  and  Re- 
play simplify  your  television-viewing 
experience.  No  more  watching  whatever 
is  on  the  tube.  You  can  even  program  in 


your  preferences.  Say  you  like  Arnok 
Schwarzenegger  films,  Tivo  will  aler 
you  to  upcoming  films  and  record  then 
if  you  want. 

But  while  convergence  between  th< 
Web  and  TV  moves  slowly,  convergeno 
between  radio  and  the  Web  is  on  a  faste; 
track.  Already  more  than  2,200  radic 
stations  in  the  U.S.  offer  streaminj 
audio  versions  of  their  broadcasts  ovei 
the  Net — everything  from  talk  to  rock 
More  than  1,000  more  will  begin  Web 
casting  next  year.  This  is  without  count 
ing  homespun  stations  created  in  dorn 
rooms  and  broadcast  via  the  Web. 

Convergence  can  be  a  big  plus  foi 
radio  in  this  peripatetic  nation.  If  yoi 
live  in  New  York  and  your  favorite  radic 
station  is  in  San  Francisco,  you  can  pul 
it  up  on  your  PC.  Companies  like  BR? 
Media  run  radio  portals  such  as  Web 
radio.com,  where  you  can  click  on  th< 
URL  of  a  station  and  listen.  Or  go  to  site 
like  Live365.com  and  create  your  owi 
"radio"  station. 

Why  is  radio  advancing  faster  tha 
TV  in  melding  with  the  Web?  The  ar 
swer  in  a  word:  Bandwidth.  Audio  tak< 
much  less  bandwidth  than  video 
bandwidth  is  still  in  short  supply. 

So,  a  lot  of  radio  station  owners 
cashing  in.  KTAN  FM  radio  in  Frederic 
burg,  Tex.,  for  instance,  has  long  aire 
special  blend  of  country  music  knov 
as  Americana.  Its  audience  was  abo| 
50,000  Texans.  In  August  1998,  the  sj 
tion  began  broadcasting  on  the  Net  j 
Texasrebelradio.com.     Now,     abc 
100,000  people  around  the  nation  log] 
to  the  Web  site  every  month. 

Another  station,  KPIG  FM  in  Sail 
Cruz,  Calif.,  plays  a  unique  blendl 
blues,  rock  and  jazz.  You  can't  get  tl 
kind  of  music  in  many  places,  so  fl 
from  all  over  the  nation  tune  in  over 
Web.  According  to  Arbitron,  which  ra 
radio  stations,  KPIG  now  has  more  | 
teners  online  than  in  its  own  over-t 
air  market. 

No  doubt  there  are  exciting  possi 
ities  when  these  older  types  of  m^ 
merge  with  new  technologies.  At  le 
the  immediate  future,  however,  conl 
gence  is  more  likely  to  come  to| 
masses  in  small  steps. 


^ 
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an  elevation  of  the  senses.  The  KOHLER  Stainless  Lavs  offer  stylized  patterns  with  a  transcending 
* ',  while  adhering  to  the  practical  necessities  of  daily  life.  A  composition  of  pleasure  and  performance, 
1  ul  to  your  artistic  sensibilities.  See  the  Yellow  Pages  for  a  KOHLER    Registered  Showroom,  call 
KOHLER,  ext.  MX6  to  order  product  literature,  or  visit  www.kohlerco.com/stainlesslavs 

I    Kohle'Co. 


Artist 
Power 

Will  the  Web 
emancipate  artists 
from  their  bondage  to 
dealers?  Probably  not, 
but  it  will  certainly 
broaden  their  markets. 

BY  MISSY  SULLIVAN 

PHOTOGRAPHER  FRANK  JUMP 
documents  vintage  ads  on  the 
sides  of  old  New  York  build- 
ings. He  knows  that  little- 
known  artists  like  himself 
need  somewhere  public  to  display  their 
wares.  They  need  dealers.  Lotsa  luck. 
While  there's  no  hard  data,  industry 
experts   estimate   that   only   about 
5%-10%  of  artists  nationally  are  repre- 
sented  by  galleries.   And 
those  that  are,  regularly  sur- 
render 50% — or  more — of 
the  sales  price. 

Jump  wasn't  exactly 
chased  by  dealers.  So  he  took 
his  stuff  to  the  Internet.  Log 
on  to  Frankjump.com,  and 
you  can  see  his  work,  e-mail 
him  questions  about  it  and 
buy  it  if  it  interests  you. 

"The  site  has  acted  as  my 
press  agent,"  Jump  says.  It 
didn't  hurt  that  it  was  chosen 
as  a  Yahoo  site  of  the  week  in 
early  1999.  He's  now  listed 
on  nearly  80  search  engines  worldwide. 
Goodbye  dealers?  Not  yet.  Jump 
admits  he  hasn't  sold  much  on  the 
Web.  And  he's  kept  his  day  job,  man- 
aging a  dental  practice.  Still,  many  art 
dealers  art.  worried.  The  Internet  is 
0   many  businesses;   it's 
e  <\u  impact  on  theirs. 
And  tier  than  disintermedi- 

ating  dealers  it  s  moving  them  online. 


There  are  more  than  20,000  sites  cur- 
rently showcasing  art  online — estab- 
lished galleries,  auction  houses,  Web- 
only  retail  sites,  artist-run  collectives. 
All,  of  course,  levy  a  charge  on  the  artist, 
but  they  do  get  the  work  exposed  to  a 
broader  audience.  With  so  much  art  on 
the  Net,  where  should  you  go?  Here- 
with, some  advice  for  readers  who  want 
to  go  art  hunting  on  the  Web. 

If  you're  looking  for  a  name-brand 
artist  like  Andy  Warhol  or  William 
Wegman,  your  best  bet  is  at  one  of  the 
gallery  networks  like  Onview.com  and 
Eartgroup.com,  or  the  auction  sites 
Artnet.com  and  Sothebys.com.  These 
e-businesses  cull  inventory  from 
blue-chip  galleries,  and  operate  on  the 
traditional  middleman  model. 


can  easily  consult  online  price  guides. 

Can  you  haggle  over  price?  Some 
times.  Onview.com  names  a  price,  bu 
then  encourages  collectors  to  make  < 
counter-offer.  Don't  be  shy  about  nam 
ing  a  lower  price:  there's  plenty  of  roon 
to  haggle  in  a  business  where  you  prob 
ably  have  a  50%  dealer  markup  but  alsc 
a  site  commission  of  5%-10%. 

If  you're  interested  in  discovering 
a  new  talent  and  your  tastes  don' 
necessarily  run  to  the  avant-garde 
there  are  many  sites — like  Guild.com 
NextMonet.com,  PaintingsDirect.con 
and  the  recently  launched  ArtAdvo 
cate.com — that  have  experts  to  do  th( 
sifting  for  you. 

Unlike  galleries,  these  sites  don' 
hold  inventory.  Instead,  they  rely  or 


Metalsmith  Boris 
Bally  and  (inset) 
some  of  his  wares. 


There's  this  difference: 
On  the  Web  you  don't  get 
that  in-your-face  snootiness 
that  turns  off  so  many 
would-be  buyers  at  elite  galleries.  Web 
emporia  provide  information  and 
hand-holding  to  buyers  and  browsers 
alike,  plus  helpful  links  to  services  like 
appraisal,  framing  and  shipping. 

The  other  big  difference:  a  welcome 
transparency  of  pricing.  Whereas  old- 
line  dealer  prices  can  vary  from  client 
to  client,  online  prices  are  posted  right 
on  the  screen.  And  smart  Web  shoppers 


artists    to    fulfill    customer    ord<| 
directly  from  their  studios.  Becaij 
they  don't  hold  inventory,  this  kind] 
juried  site  doesn't  hit  the  artist  as  ha  1 
Guild.com,  for  example,  charges  i 
artist  25%-35%  of  the  sales  price. 
For  metalsmith  Boris  Bally,  who 
his  own  informational  Web  site 
several  dozen  craft  galleries  across 
country  selling  his  work,  juried  is 
way  to  go.  "I  would  have  been  hesi'l 
if  Guild  didn't  jury.  I've  seen  a  loj 
schlock  out  there  and  I  want  to  rrj 
sure  I'm  associated  with  good  stuff. 


- 


•    Best  of  The  Web   ■   Mav  22.  200U 


Some  people  use  miles  on  six  different  airlines  as  if  they 
were  one.  Are  you  one  of  them? 


It's  a  big  world.  You  won't  always  fly  the  same  airline.  Isn't  it  nice  to  know  that      AmericanAHnes 
there's  an  alliance  that  lets  you  earn  miles  with  your  favorite  frequent  flyer      British  airways 


program,  whichever  member  airline  you  fly?  And  redeem  them  on  any  of 


I  Cathay  Pacific 


the  others?  Welcome  to  oneworld" 


iF/MNR/B 


oneworld 


revolves  around  you 


IBERIA* 
\*JQANTJ\S 


jres  only.  American  Airlines  AAdvantage'  and  British  Airways  Executive  Club  members  can  earn  or  redeem  miles,  and  earn  tier  status  credit,  on  all  eligible  flights  except 
each  other's  routes  between  Europe  and  the  Americas.  AAdvantage  is  a  registered  trademark  of  American  Airlines,  Inc.  Each  oneworld  alliance  airline  reserves  the  right  to  change 
its  frequent  flyer  program  rules,  regulations,  travel  awards  and  special  offers  and  to  end  their  frequent  flyer  program  in  accordance  with  its  relevant  frequent  flyer  program  rules.  All 
oneworld  benefits  are  only  available  to  passengers  on  scheduled  flights  that  are  both  operated  and  marketed  by  a  oneworld  member  airline.  (Marketed  means  there  must  be  a 
oneworld  member  airline  flight  number  on  your  ticket.)  American  Airlines.  British  Airways.  Cathay  Pacific,  Fmnair,  Ibena  and  Qantas  are  all  trademarks  of  their  respective  companies. 

Canadian  Airlines  will  continue  to  ofl     one  June  1 ,  2000. 

www.oneworldalliance.com 


Artist  Power 


Squeezing  the  Dealers 


Art  selling  on  the  Web  is  still  in  its  infancy.  Below  are  sites  that  let  you  bypass 
traditional  galleries;  a  few  even  offer  direct  contact  with  the  artists. 


Site 


Expert 
Screening 


Site's 
Cut1 


Contact  Artists 
Directly 


Price 
Range 


ArtAdvocate.com 


Yes 


NA 


No 


$280-333,330 


ArtMecca.com 


No 


20% 


Yes 


20-80,000 


Artnet.com2 


No 


$l,000/yr 


Yes 


1,000-20,000 


Eyestorm.com 


Yes 


NA 


No 


300-45,000 


Guild.com 

Yes 

25-35 

No 

up  to  1  mil 

ltheo.com 

No 

40 

Yes 

100-1,500 

NextMonet.com 

Yes 

50  avg 

No 

300-100,000 

PaintingsOirect.com 

Yes 

50 

No 

40-20,000 

NA  not  available.  'As 

2 

%  unless  otherwise  noted.  Artists'  Web  sites 

area;  flat  fee  to  host 

Since  last  November  Bally  has  net- 
ted nearly  $20,000  from  Guild's  sales 
of  his  furniture  and  jewelry,  crafted 
from  old  traffic  signs. 

Kristina  Larson,  president  of  Art- 
Advocate. com,  has  decided  to  marry 
what  she  sees  as  the  best  of  the  tradi- 
tional gallery  with  the  ease  of  access 
and  searchability  of  the  Internet.  Her 
site  offers  the  usual  illustrations  and 
then  offers  to  let  potential  buyers  view 
the  work  in  person  and,  in  some  cases, 
meet  the  artist.  This  approach  ac- 


knowledges the  limitations  of  com- 
puter screens  in  conveying  the  essence 
of  an  artwork — and  the  ultimate  im- 
portance of  experiencing  art  firsthand. 

But  what  if  you  have  confidence  in 
your  own  taste  and  enjoy  the    You  can  see  Craig 
thrill  of  the  hunt?  Maybe 
you  hope  to  find  an  undis- 
covered artist  who  will  turn 
out  to  be  the  next  Picasso. 

Akash  Agarwal,  President 
of  Itheo.com,  has  fashioned 
a  site  just  for  you.  "We  feel 


Kraft's  neon  sculp- 
tures on  his  Web  site. 


a; 


the  Web  is  really  good  at  the  direct  pub 
lication  model:  artists  speaking  direct 
to  the  buyer  and  the  buyers  speakin] 
directly  to  the  artist,"  says  Agarwal 
"Itheo  serves  as  the  facilitator.  We're  no 
filtering  content.  We're  letting  buyer 
decide  for  themselves." 

But  beware:  Lots  of  artists  ou 
there  don't  have  a  dealer  because  thei 
stuff  is  lousy. 

ArtMecca.com  operates  on  a  simi 
lar  model.  Artists  pay  fees  to  display 
their  work.  If  it  sells,  they  pay  20%  t< 
ArtMecca.  Jennifer  Wrigley,  chief  ex 
ecutive  of  ArtMecca,  isn't  promisinj 
you  will  find  unknown  geniuses  oi 
her  site.  She  positions  her  wares  mon 
under  the  home  beautification  urn 
brella  than  the  fine  art  one.  It's  a  good 
strong  market.  ArtMecc 
claims  100,000  visitors 
month — far  more  th 
most  galleries  or  even  mu 
seums  get. 

Then  there  are  the  so! 
artist  sites  like  Jump's.  He 
gotten  attention  but  onl] 
handful  of  sales.  Craig  Kra 
a  neon  sculptor  based 
Washington,  D.C.,  has  hac 
similar  experience. 
Kraft    pays    a 
to       register       his 
(www.craigkraftstudio.cor 
with  the  major  search  engines.  He  gi 
about  ten  hits  a  day  and  the  few  sa 
Kraft  attributes  directly  to  the  Web  wi 
made  only  after  the  collector  visited  1 
studio  and  viewed  the  stuff.  But  th; 
to  be  expected  since  his  pieces  ra 
between  $3,000  and  $75,000. 

The  Web  has  also  been  the  catalj 
for  nearly  a  dozen  sales  to  existing 
lectors  who  use  the  site  to  track 
latest  output.  Recendy,  a  dealer  in 
Francisco  found  his  site  and  is  brol 
ing  a  site-specific  commission. 

"I  never  really  thought  that  pe 
would  'get'  sculpture  over  the  Wi 
Kraft  muses.  "But  I've  been  surpri 
He  shouldn't  have  been  surpr 
for  that's  what  the  Web  is  ab 
Putting  people  in  touch  with  a  brofj 
world  than  the  one  circumscribe 
physical  and  geographic  limitatior 


i   o 
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Should  have  talked  to 
IBM  Global  Services  here. 


Dayzie  secures 
venture  capital. 


Dayzie  writes 
business  plan. 


Dayzie  buys  URL 
from  cybersquatter. 


dayzie.com  goes 
to  market. 


w& 


dayzie.com  grows 
560%  in  six  months. 


Dayzie    / 
rents  garage. 


dayzie.com  discovers 

IT  architecture 
doesn't  scale  easily. 


Dayzie  discovers 
meditation. 


dayzie.com 
crashes  repeatedly. 
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1  800  IBM  7777  ask  for  services 


For  elderly  people  living  alone, 
the  Web  can  be  a  godsend. 
Here's  how  to  help  them  use  it. 


Cyber  Granny 


BY  DOLLY  SETTON 

RAISING  KIDS  ISN'T  THE  ONLY  GENERATIONAL  ISSUE 
most  American  families  must  deal  with  today: 
Thanks  to  extended  life  spans,  perhaps  a  majority  of 
American  families  will  eventually  have  to  face  a  deci- 
sion of  what  to  do  about  Mom  and  Pop  when  they  can  no 
longer  care  for  themselves. 

Just  ask  Charles  Strauss,  a  research  scientist  at  Los  Alamos 
National  Laboratory.  His  99-year-old  grandmother  Maxine 
became  burdened  by  failing  eyesight  and  inability  to  get 
around.  How  was  she  to  get  her  food  after  the  grocer,  who 
formerly  delivered  to  her,  went  out  of  business?  Maxine 
k  d  to  continue  living  at  home,  but  how  would  she  eat? 
Strauss  saw  an  ad  for  Homegrocei.com.  From  his  home 
in  Los  Alamos  N.M.,  he  ordered  fresh  produce  and  groceries 
to  be  delivered  to  grandma's  home  1,500  miles  away  in 


Seattle,  Wash.  It  arrived  the  next  day  as  promised.  Deliv- 
ery was  free  and  the  prices  competitive  with  local  grocers. 
"She  wouldn't  be  able  to  live  at  home  without  it,"  says 
Strauss.  The  Web,  used  creatively,  can  be  a  godsend  for 
people  like  Strauss.  "We're  starting  to  see  a  new  model  of 
online  social  services  that  helps  keep  loved  ones  at  home 
and  out  of  institutions,"  says  Kathleen  Kelly,  executive  di- 
rector of  Family  Caregiver  Alliance. 

The  Web  can  help  you  deal  with  these  difficult 

generational  problems  but  be 
careful:  There  are  a  lot  of 
fancy-sounding  sites  out 
there  that  just  want  to  sell 
you  something  or  cash  in  on 
your  anxieties.  If  you  would 
like  to  set  up  help  for  your- 
self or  an  elderly  relative, 
here  are  some  tips  and  some 
useful  Web  links. 

GET  'EM  NETWORKED 

Buy  a  computer  for  your 
elderly   relative.   Generally 
speaking,  an  Apple  Macin- 
tosh (iMac,  for  example)  is 
much  easier  to  set  up  and  use 
than  a  Windows  PC.  Help  her 
or  him  use  it  to  keep  in 
touch.  Set  up  an  e-mail  aci 
count  and  download  AOL'i 
free  Instant  Messenger  a 
www.aol.com/aim.  You  cai 
even  attach  an  inexpensivi 
microphone  so  that  you  cai 
converse  with   the   persoi 
using  Instant  Messenger. 

KEEPING  FOOD  IN  TH 
FRIDGE 

Teach  the  older  person  to  use  the  Web  to  reduce  unnecessan 
car  trips.  Seattle-based  Homegrocer.com  and  Webvan.coiJ 
deliver  on  the  West  Coast.  Peapod.com,  now  owned 
Ahold,  delivers  fresh  groceries  in  ten  cities,  including  Bostc 
and  Chicago,  and  nonperishables  like  cereal  and  crackej 
anywhere  in  the  U.S.  Order  by  1 1  p.m.,  and  the  food  will ; 
rive  the  next  morning.  You  can  set  automatic  delivery  for,  s<l 
every  Wednesday  at  noon.  Deliverymen  usually  wear  a  bad 
and  uniform,  and  the  trucks  are  clearly  marked  for  securij 
Another  popular  service,  Kozmo.com,  delivers  videos,  boc 
and  sundries. 

For  medications,  order  automatic  delivery  from  est 
lished  online  pharmacies  such  as  Drugstore.com,  Planetl 
or  DrugEmporium.com  (see  Web  Lab  p.  46).  Get  daily  pa<l 
ets  of  nutritional  supplements  like  calcium  and  Vitami: 
delivered  from  CustomSupplements.com. 
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INTERNET 
SEARCHITIS. 


Major  breakthrough  for  search  fatigue  is  just  a  click  away. 

It  can  show  up  in  any  corporate  enterprise,  infecting  anyone  at  anytime.  Internet  Searchitis.  It  strikes 
while  you're  working  the  Web  for  the  right  business  intelligence.  Get  the  cure.  Portal  B.  It's  a  whole 
lew  way  of  finding  the  information  you  want.  Instantly.  More  than  a  search  alternative,  Portal  B  is 
in  Integrated  Business  Information  Portal  embodying  Web,  premium  and  your  internal  content.  A  major 
ireakthrough,  Portal  B  allows  access  to  over  70  premium  databases  rich  with  financial  data,  archival 
lews,  M&A,  investment  research  and  much  more.  Exactly  what  you're  looking  for,  without  any  distractions, 
lo  banner  ads,  no  e-commerce  pitches.  Absolutely  none.  So  stop  surfing  and  start  working.  Visit 
lww.portalb.com/demo.  Business  has  never  looked  better. 


iw.portalb.com 


Breaking  The  Search  Barrier 


©2000  Portal  B  is  a  product  of  Data  Downlink  Corporation. 


Cyber  Granny 

At  online  pharmacies,  you  can  also  check  for  dangerous 
interactions  among  medications,  get  complete  info  on  side 
effects  and  proper  dosage,  and  get  questions  answered  by  a 
pharmacist  by  e-mail  within  a  day. 

Set  up  reminders  on  the  Web.  For  example,  you  can  direct 


standing  responses  the  next  day,"  she  says  gratefully,  "and 
I'm  in  regular  contact  now  with  another  woman  in  a  similar 
situation.  It  truly  saved  my  life." 

KNOWLEDGE  IS  POWER 


IPing.com  to  give  you  or  your  relative  a  wake-up  call  or  daily     ElderWeb  at  www.elderweb.com  and  the  FCA  site  can  help 


reminder  to  take  medication. 

NO  MORE  CHECK  WRITING 

Pay  bills  online.  Failing  eyesight  or  arthritis 

pain  can  make  bill  paying  a  nightmare.  So 

why  write  checks?  Banks  like  Citibank  offer 

clients  free  bill-paying  through  the  Internet 

and  by  setting  up  joint  accounts  or  sharing 

a  password,  you  can   monitor  account 

traffic  remotely.  For  $8.95  a  month,  PayMy- 

Bills.com  works  with  any  bank  and  lets  you 

customize  your  setup  to  pay  certain  bills  on 

arrival  and  generate  reports,  graphs  and  charts  to  keep  track 

of  monthly  spending. 

FIND  WEB  PALS 

After  Karen  Lebeter's  husband  became  ill  with  Friedreich's 
Ataxia  she  quit  her  job  to  take  care  of  him  full  time.  She  felt 
desperate  and  wanted  to  talk  with  someone  but  couldn't  find 
a  support  group  in  Tacoma,  Wash.  So  she  joined  Family 
Caregiver  Alliance  at  www.caregiver.org.  "I  got  six  under- 

Web  Assistance 


"She  wouldn't 
be  able  to  live 

at  home 

without  [that 

Web  site] ." 


you  understand  the  options  for  the  elderly.  ElderWeb  offers 
an  excellent  network  of  financial  and 
health  care  links.  More  than  40  fact  sheets 
at  www.caregiver.org/factsheet.html  ex- 
plain durable  powers  of  attorney,  statutes 
on  Medicaid  and  guardianship,  and  revo- 
cable living  trusts. 

Check  government  sites:  Social  Secu- 
rity Online  and  the  Administration  on 
Aging  may  be  good  places  to  start.  Care- 
giverZone  and  Elder  Web  boast  large  re- 
gional directories  of  aging  and  health  or- 
ganizations, nursing  homes,  assisted-living  directories  and 
other  care  programs.  These  regionalized  sites  can  help  you 
find  local  services  such  as  home-delivered  special  meals 
and  transportation. 

For  reliable  medical  information,  check  forbesbest.comj 
for  reviews  on  nearly  40  health  sites.  We  highly  recommend 
Medscape  (www.medscape.com),  the  National  Institutes  o 
Health  (http://nih.gov/health)  and  the  Mayo  Clinic  Healtl 
Oasis  (www.mayohealth.org). 


You  don't  have  to  drive  to  Milwaukee  to  help  an  elderly  relative.  The  following  Web  sites  can  help  you  arrange  for  everything 
from  filling  prescriptions  and  delivering  groceries  to  estimating  future  Social  Security  benefits  and  estate  planning. 

Web  site                                            URL                                      Services 

Administration  on  Aging 

www.aoa.gov 

Comprehensive  online  resource  directory,  links  to  state  agencies 

AOL 

www.aol.com/aim 

Instant  messaging  and  photo  sharing  service 

Caregiver  Network 

www.caregiver.on.ca 

Elder-care  daily  planner,  online  support  group 

CaregiverZone 

www.caregiverzone.com 

Lists  150,000  senior  facilities,  day  programs  and  meal-delivery  services  j 

CustomSupplements.com 

www.customsupplements.com 

Delivers  daily  packets  of  vitamins  and  minerals 

Drugstore.com 

www.drugstore.com 

Delivers  prescription  drugs 

ElderWeb 

www.elderweb.com 

Links  to  health  care,  estate  planning,  legislation  sites.  Elder-care  glossarie| 

Families  USA 

www.familiesusa.org 

Updates  on  national  health  care  policy 

Family  Caregiver  Alliance 

www.caregiver.org 

Legal  and  financial  fact  sheets,  support  group,  policy  alerts 

Health  Care  Financing  Admin. 

www.hcfa.gov 

To  compare  Medicare  in  different  states 

Healthfinder 

www.healthfinder.com 

Links  to  top  health  and  medical  Web  sites 

HomeGrocer.com 

www.homegrocer.com 

Delivers  groceries  to  your  door  on  the  West  Coast 

IPing 

www.  iping.com 

Sends  reminders  to  take  medication 

Kozmo.com 

www.kozmo.com 

Delivers  rental  videos,  books  and  sundries  to  your  home 

National  Institutes  of  Health 

www.nih.gov 

Consumer  health  information 

PayMyBills.com 

www.paymybills.com 

Online  bill-paying  with  24-hour  customer  service 

••  --urn 

www.peapod.com 

Delivers  groceries  in  ten  cities  and  nonperishables  throughout  the  U.S. 

ai  Information  Network 

www.pharminfo.com 

Searchable  drug  Q&A  database,  info  on  medical  conditions 

.uis-jite.com 

www.seniors-site.com 

Well-attended  message  boards  for  caregivers  and  seniors 

Social  Security  Online  www.ssa.gov 
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Social  Security  benefit  estimates,  retirement  planning  tools 


JettvBt\cKl.td.efeMor     , 

Webmaster 
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555-7032 


*  »*?1g!  Street,   New   Wj 


43  West 


ometimes  it's  difficult  to  remember 
hat  they  hired  you  for.  Register.com's 

)rporate  Services  Division  was  created  to  help 
ebmasters  easily  handle  the  sometimes 
erwhelming  task  of  registering  and  managing 
eir  company's  domain  names.  Once  you  set  up 

account,  you'll  have  a  dedicated  Account 
anager,  reachable  by  phone,  to  assist  you  with 
'  jh  volume  registrations  and  many  other 
£  ecialized  services.  And  only  one  consolidated 

I  when  you're  finished.  To  get  your  account 
I  up,  call  us  at  1-800-699-9638. 


register 

•  com 

Corporate  Services  Division 


So  Sue  Me 


AS  IF  THE  STOCK  MARKET  CARNAGE  WERE  NOT 
bad  enough,  the  lawyers  have  been  stirring  up 
trouble  among  the  dot-coms  and  high-techs. 
The  resulting  court  decisions  will  affect  those  of 
us  who  surf  the  Web,  as  well  as  having  a  severe 
impact  on  the  dot-coms  themselves. 

In  one  of  the  more  interesting  cases,  attorneys  for 
Ebay  just  won  a  preliminary  injunction  against  Bidder's 
Edge,  an  auction  aggregator.  Lawyers  for  the  movie 
industry,  meanwhile,  have  won  an  injunction  against 
certain  decryption  technology  that  makes  it  easy  to  copy 
its  products  without  paying.  Another  court  is  trying  to 
decide  whether  Priceline. corn's  name-your-own-price 
business  plan  is  protectable  by  patent. 

Is  all  this  litigation  good 
or  bad  for  the  Internet?  And 
for  us  Web  surfers? 

Let's  look  at  the  Bidder's 
Edge  case.  Bidder's  Edge  ob- 
tains and  summarizes  auc- 
tion market  information 
from  other  Web  sites,  in- 
cluding Ebay.  Want  to  buy 
one  of  Sammy  Sosa's  base- 
ball bats?  Don't  bother  to 
browse  all  those  auction 
sites;  Bidder's  Edge  will  find 
your  prize,  get  the  last  bid  and,  if  known,  the  price  at  the 
last  sale.  What  Bidder's  Edge  offers  is  certainly  a  conve- 
nience for  consumers.  But  it  clearly  has  the  potential  of 
steering  traffic  away  from  Ebay  which  counts  on  the 
sheer  number  of  its  offerings  to  make  it  first  choice  of 
collectors. 

A  federal  court  in  California  awarded  Ebay  a  prelimi- 
nary injunction  on  a  theory  as  old  as  Magna  Carta — tres- 
pass. True,  the  auction  data  presented  on  the  Ebay  site  is 
not  subject  to  copyright  protection  and  is  in  the  public 
domain.  The  court  concluded,  however,  that  Ebay  did  not 
give  away  all  of  its  property  rights  with  the  publication  of 
the  data  but  expressly  reserved  its  right  to  safeguard  Web 
site  content.  The  situation,  according  to  Ebay  is  like  a 
public  lawn  posting  a  "No  Ball  Playing"  sign.  If  you  play 
ball,  you  exceed  the  license  granted  by  the  owner. 

On  these  fine  legal  points,  a  great  deal  hinges.  Under 

our  patent  laws,  a  mere  idea  such  as  a  business  method 

was  not  patentable — only  devices,  designs  or  processes 

J.  Patent  Office  attorneys  are  deft  at  dealing  with 

.hen  it  comes  to  software  systems,  they  have 

been  remarkably  unsophisticated.  In  1998  and  1999  alone, 


Law  Watch  By  James  D.  Zirin 


The  beauty  of  the 

Web  is  all  that 

free-flowing 

information. 

Will  junk  patents 

stem  the  tide? 


they  granted  40,000  pa- 
tents with  "software"  in 
the  title.  That's  up  from 
just  275  in  1997  and  125  in 
1996.  Did  we  as  a  nation 
suddenly  become  that 
much  more  innovative?  I 
doubt  it. 

Truth  is,  a  lot  of  these 
are  junk  patents,  obvious 
and  noninnovative,  many 
simply  marketing  plans.  A 
company  called  E-Data 
claimed  rights  to  practi- 
cally all  systems  in  e-com- 
merce.  The  courts  kiboshed  that  one.  They  have  not  yet 
ruled  definitively  on  merely  clever  marketing  devices  such 
as  Amazon. corn's  use  of  "cookies"  to  pitch  for  business. 
Amazon  also  has  a  patent  on  its  method  of  paying  com- 
missions to  other  Web  site  owners  who  refer  customers. 
And  Amazon  won  a  preliminary  injunction  against  Barnes 
&  Noble  last  Christmas  for  infringing  on  its  single-click 
express  device. 

Adding  to  the  fun,  an  outfit  called  InTouch  has  slapped 
Amazon  itself  with  a  patent  infringement  suit.  The  In- 
Touch suit  could  have  merit  but  my  guess  is  that  a  high 
proportion  of  these  patents  won't  hold.  But  that  doesn't 
mean  Amazon  and  the  others  won't  defend  them.  Truth  is; 
that  20-year  patent  protection  isn't  the  only  thing  this 
game  is  about.  Companies  holding  junk  patents  can  use 
the  courts  to  hold  competitors  at  bay  and  wear  them  out 
Harvard  Law  Professor  Lawrence  Lessig  claims  that  man] 
e-commerce  players  pay  royalty  on  junk  patents  rathe 
than  spend  $1.2  million  or  more  to  defend  even  a  merit 
less  infringement  action. 

So,  where  are  we  headed?  The  United  States  Court 
Appeals  for  the  Federal  Circuit,  which  specializes  h 
patents,  held  in  1998  that  software-enabled  business  plar 
could  be  patented  if  novel,  nonobvious  and  productive] 
What  this  means  is  that  the  junk  will  have  to  be  sortel 
from  the  genuine  on  a  case-by-case  basis — which  mearj 
lots  of  work  for  us  lawyers. 

But  before  you  take  out  your  crying  towel  or  sell  yoi 
Internet  stocks,  remember  that  our  society  is  feeling  il 
way  into  a  new  era.  There  are  many  junk  patents  in  cybej 
space,  but  also  many  legitimate  ones.  Failing  to  protect  til 
legitimate  ones  is  a  sure  way  to  stifle  innovation — wha| 
ever  the  cyberlibertarians  may  say.  In  these  circumstance] 
litigation  is  a  small  price  to  pay  for  progress. 
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\\From  my  office  in  Manhattan, 
I   can   manage   insurance  claims 
around  the  world.  Natural  disasters, 
product  failures,  injured  workers... 
all  you  have  to  do  is  give  me  a  call, 
and  I'll  help  make  it  a  hassle-free, 
seamless  process.  And  to  keep  things 
running  smoothly,  I  make  it  my 
business  to   know  local  customs, 
laws  and  cultural  differences  around 
the  globe.  So  whether  it's  setting  up 
an  alternate  distribution  site  after 
a  major  Bangkok  fire,  or  finding  a 
good  hospital  near  the  Guatemalan 
jungle,  I  make  sure  my  customers' 
businesses  stay  in  business.  // 


If  you  plan  on  traveling 
abroad  for  business,  be  sure  to  check  the  U.S.  State  Department's 
up-to-date  travel  warnings  and  country  news  at  http://travel.state.gov 
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►Make  free  long-distance  calls  over 
the  Internet  using  Dialpad.com,  the 
free  PC-to-phone  Web  site. 

Methodology: 

It  took  just  a  few  minutes  to  register  by  filling  out 
a  two-page  form  on  Dialpad.com.  However,  in 
order  to  get  the  best  reception  on  the  sys- 
tem, we  had  to  order  a  telephone  receiver 
to  attach  to  our  PC  It  cost  $25  and  took 
five  days  to  arrive.  Then  we  plugged  it  into        ''•% :-. 
the  microphone  port  of  our  computer,  logged 
on  to  Dialpad.com  and  dialed  a  long-distance 
number  using  our  mouse  on  Dialpad's  pop-up  screen  keypad. 

Experiences: 
Pros: 

•  Unlike  most  other  Web  phones,  the  recipient  of  our  call 
doesn't  have  to  be  online  or  even  own  a  computer.  She  can 
answer  the  call  using  a  regular  telephone  or  cell  phone. 

•  You  can  surf  the  Web  while  you  talk. 

•  Dialpad  allows  you  to  save  important  phone  numbers  and 


click  on  them  when  you  need  to  make  a  call. 
•A  partnership  with  Evoice,  Inc.  allows  you 
to  set  up  a  voice  mail  account  on  your  home 
phone  line. 

•  It's  free  and  easy  to  use. 
Cons: 

•You  need  to  buy  a  special  headset  or  receiver  to 
get  the  best  reception. 
•  On  a  DSL  hookup,  the  sound  quality  was  fair, 
somewhat  like  an  analog  cell  phone  connection.  There 
was  only  a  slight  sound  delay,  and  the  user  and  recipient 
couldn't  speak  at  the  same  time.  We  also  tested  it  on  a 
28.8kbps  modem  and  the  quality  was  lousy,  with  an 
annoying  delay. 
•You  can't  make  overseas  calls. 
•  Doesn't  work  on  Macs  yet. 

Recommendation: 

Don't  throw  away  your  telephones  just  yet.  But  Dialpad, 
funded  by  CMGI,  should  be  making  AT&T  and  Sprint  execs 
nervous.  We  suggest  you  buy  the  headset  and  send  it  away 
to  your  kids  at  college  or  boarding  school.  If  they  use  Dial- 
pad,  it  could  save  you  a  bundle.  Callers  should  also  avoid 
peak  Web-usage  hours  from  5  p.m.  to  7  p.m.  EST.  If  the  Web 
is  crowded,  you'll  experience  long  delays.  — D.S. 
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►  Buy  a  sofa  from  Furniture.com. 

Methodology: 

At    Furniture.com,    you    can 

choose  from  20, 000  items  and    \\ 
narrow  the  options  using  simple    s 
drop-down  menus.  We  looked  fo 
a  living-room  sofa  that  cost  be- 
tween $500  and  $999,  without  a  fold  a-  ~^^H 
way  bed.  Pictures  and  descriptions  of  39  sotas 
popped  up,  in  a  variety  of  colors  and  styles.  Furni- 
ture.torn  sent  fabric  swatches  via  two-day  mail  at  no 
charge.  Satisfied  with  "jupiter  cobalt  blue,"  we  used  our  on- 
line coupon  lor  $100  oil  and  clicked  buy.  The  sofa  showed 
up  nine  weeks  later. 

Experiences: 
Pros: 

•We  paid  $650,  roughly  20%  less  than  the  price  ot  a  similar 
sola  at  a  local  [ennifer  Convertibles.  There's  no  sales  tax  un- 
less you  live  in  Massachusetts,  where  the  company  is  based. 
That  saved  us  .\n  extra  $f>0. 

•  I  he  selection  is  wider  than  all  but  the  biggest  real-world 
0.6  no  peskv  salespeople. 


•  Exemplary  customer  service.  When  our  couch  wouldn't 
fit  in  the  elevator,  the  site's  third-party  delivery  company 
declined  to  lug  it  up  the  nine  flights  of  stairs.  Prepared  for 

an  argument,  we  called  Furniture.com  and  in- 

.     stead  got  empathy  from  the  phone  rep 

f  Furniture.com  paid  an  extra  $150  to 

have  the  sofa  redelivered  a  week  later 

Jf!   and  hauled  up  the  nine  floors.  Thenl 

they  called  to  see  if  everything  wentj 

well. 

•  Free  delivery  and  a  no-questions-askec 
"""— __j    _--"  return  policy. 

Cons: 

•  You  can't  feel  the  cushions  or  sit  in  the  furni 
ture  first. 

•  Waiting  for  dozens  of  high-resolution  photos  of  sofas  t( 
download  is  more  tedious  than  flipping  through  a  catalo 

•  Not  many  high-end  couches  here. 

•  I  lall  the  price  due  upfront  to  a  Web  site  is  unnerving. 

Recommendation: 

Our  couch  greatly  exceeded  our  expectations.  It  provej 
better  than  anything  we  saw  at  two  local  stores  at  any  pricj 
and  was  oh-so-comfortable  to  sit  on.  If  you  can  stanl 
not  test  driving  the  merchandise  first,  this  is  definitely  trJ 
way  to  go.  — Scott  Wooll^ 
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►Fill  a  prescription  using  online 
pharmacy,  DrugEmporium.com. 


Methodology: 

Vfter  quickly  logging  on  to  the  site,  it  took  about 

en  minutes  to  register,  answer  a  few  personal 

lealth  questions  and  enter  our  Oxford  Health 

)lan  info.  Then  we  ordered  Cardizem,  a  medica- 

ion  that  lowers  blood  pressure.  We  were  required  to  enter  a 

loctor's  phone  number  for  verification.  It  took  five  days  to 

»et  the  prescription  in  the  mail. 

Experiences: 
Pros: 

►No  need  to  visit  the  drugstore  or  wait  in  lines. 

»You  can  schedule  automatic  refills,  which  are  mailed  once 

rou've  used  up  75%  of  your  prescription. 

•DrugEmporium  has  more  than  20,000  items  to  choose 

Tom  versus  2,200  at  our  local  Rite  Aid. 

•Lower  pricing  for  those  without  insurance.  The  30-tablet 

generic  brand  of  30mg  Cardizem  costs  $8.95 — 36%  less  than 

jur  local  Rite  Aid's  $13.98.  Plus,  there's  no  tax,  unless  you  live 


in  Ohio  or  Kentucky. 

•  The  site  has  a  drug  interaction  tool  to  check 
whether  Cardizem  has  any  dangerous  interactions 
with  other  drugs. 
-=-     •  Privacy.  No  need  to  share  your  prescription 
needs  with  everyone  in  line  at  your  local 
pharmacist. 
Cons: 

•  If  you  are  in  a  hurry,  the  fastest  you 
can  get  your  prescription  filled  is  the  next 
day  via  UPS.  Cost:  $  1 1 .95  ( unless  your  order 
exceeds  $75,  in  which  case  it's  free). 
•The  site  doesn't  accept  a  number  of  insurance  plans. 

•  Technical  glitches.  It  took  us  three  tries  to  register, 
asking  us  to  enter  data  in  fields  we'd  already  filled  in.  Also, 
some  minuscule  type. 

•  Have  a  question?  It  took  us  a  day  to  get  an  e-mail  answer 
versus  an  immediate  reply  from  a  local  store's  pharmacist. 

Recommendation: 

If  you  can  stand  the  technical  Web  site  glitches,  use 
DrugEmporium.com  for  prescription  refills  when  speed 
is  not  important.  If  DrugEmporium  does  not  accept 
your  health  insurance  plan,  try  Drugstore.com  or 
PlanetRx.  —D.S. 
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►  GERALDINE  LAYBOURNE 

Chief  Executive,  Oxygen  Media 

Laybourne  surfs  the  Web  at  home  using 
a  DSL  connection  and  a  22"  Mac 
cinema  screen. 

www.moma.org  The  Museum  of  Modern 
Art  in  New  York.  Likes  it  because  it 
features  art  projects  that  experiment 
with  the  Web  medium. 

www.africam.com  Cameras  in  different  parts  of  Africa  where 

you  sit  and  wait  for  the  leopard  to  come. 

www.nasa.gov  "It's  amazing  what  they  can  do  with 

taxpayers'  dollars." 

www.womenshands.com  One  of  Oxygen's  sites.  It  introduces 

people  to  the  work  of  artisans  from  around  the  world. 

www.ebay.com  "I  am  an  Ebay  addict.  There  was  a  time  when 

I  would  use  it  to  debrief  every  day  after  work." 


►  PETER  NEUPERT 

Chief  Executive,  Drugstore.com 
www.costco.com  Bought  two  air-hockey 
tables;  one  for  home,  one  for  the  office. 
www.slate.com  A  daily  read  for  edgy 
news.  Favorite:  Jacob  Weisberg  on  politics. 
_M         www.mondera.com  Purchased  a 
^iA  ^L         heart-shaped  vase  for  his  wife. 

■\  U    www.cwsites.com/wshja  To  keep  track  of 

his  daughter's  horse  show  competitions. 


►  RUSSELL  HOROWITZ 

MBIf  "M^H     Chlcf  Executive.  Go2Nct 
*  JO      "The  Internet  has  probably  replaced 

I       90%  of  my  TV  time." 
V       www.top40gold.com  Where  he  plays  his 
J  favorite  Top  40  songs  from  the  1970s 

I  ^  a  and  1980s. 

^  afe*     www.guild.com.  www.sothebys.com 

■^fc^^-^*'^      For  his  art  collodion  —mostly  relating 
to  horses,  statues  and  crystal. 

www.mrshowbiz.go.com  For  entertainment  information  on 
music  and  movies. 

www.mediametrix.com  To  track  the  competition's  Web 
popularity  rankings. 


►  WILLIAM  SAVOY 

President,  Vulcan  Northwest  and  Paul 
Allen's  money  manager 

Savoy  travels  a  lot,  keeping  up-to-date 
on  his  125-plus  investments  at  Vulcan, 
but  always  stays  connected.  "At  home, 
when  I'm  in  front  of  the  television  I 
like  to  surf  the  Internet  [from  my  Tl 
connection].  Television  just  isn't 


engaging  enough  in  most  cases." 

www.ceoexpress.com  A  great  entry-point  for  logging  on 

from  hotel  rooms.  It  provides  access  to  hundreds  of  news 

feeds,  market  information,  health  sites  and  your  own 

bookmarks. 

www.egreetings.com  To  keep  in  touch  with  family 

and  friends. 

www.ebay.com  Searching  for  rare  wines. 

www.healthanswers.com  For  general  health  information. 


►WILLIAM  J.  HENDERSON 

Postmaster  General 

"The  Internet  is  a  little  chaotic  but  it's 
addictive.  I  get  lost  in  my  searches,  but 
I  also  get  hundreds  of  e-mails  about 
stamps  from  people  with  ideas 
about  designs." 

www.ussc.alltheweb.com  "A  superfast 
search  engine.  My  name  returned  800 
documents  in  0.063  seconds." 

www.uspsprocycling.com  The  USPS'  professional  cycling  team. 

www.travelocity.com  For  airline  tickets. 

www.nikon.com,  www.photography.com  I  buy  camera  stuff  and 

visit  chats  to  hear  what  people  are  saying  about  equipment. 


►  ROGER  McNAMEE 

Venture  Capitalist,  Integral  Capital 
and  Silver  Lake  Partners 
www.flyingotherbros.com  His  band's 
Web  site. 

www.harmony-central.com  CNet  for 
guitar  players  with  links  to  the  On-line 

^m  A_|    Guitar  Archives  (OLGA),  the  best  source 

^R     /^t*    ■    °f  song  lyrics  available. 

■k       t  !\  '    »    www.myplay.com  The  best  of  the  MP3 

sites,  by  far. 

www.tqstats.com  "My  fantasy  baseball  league's  site." 

www.dack.com  Comic  relief.  Check  out  the  Web  economy 

bullshit  generator. 


►  KENNETH  PASTERNAK 

Chief  Executive,  Knight/Trimark  Group 
,        www.ragingbull.com  A  financial  chat 
.^-*\^      I       room.  "I  try  to  be  responsive  to 

investors'  sentiment,  but  I  never  talk 
^  "  back.  I  find  95%  of  the  posts  are 

factually  incorrect." 
www.amazon.com  Books. 
www.llbean.com  For  hiking  gear 
and  climbing  gloves. 
www.ticketmaster.com  For  theater  tickets. 
www.nick.com  Surfs  Nickelodeon's  site  with  his  kids 
and  plays  games. 
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otect  your  customers'  privacy  and  transactions 
or  you  may  be  the  one  who  gets  burned. 


S^%. 


% 


*°CESS  Cl^ 


WebTrust 


^VeriSign, 


If  your  Internet  customers  feel  exposed 
they'll  quickly  take  their  business  elsewhere. 
The  CyberProcess  Certification*  solutions 
that  we  offer,  including  WebTrustr  help  you 
build  and  maintain  their  trust.  So  you  can 
grow  your  customer  base  and  establish  a 
competitive  advantage.  The  heat  is  on. 
ey.com/cpc 
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From  thought  to  finish.1 


Auto  navigation 
systems  are  pretty 
neat,  but  you  haven't 
seen  anything  yet. 
Here's  the  cream  of 
the  current  crop. 

BY  JAY  AKASIE 

GOODBYE,  DUMB  CARS.  Ill  LLO, 
smart  cars.  Until  recently, 
whether  it  was  a  Rolls  in  the 
$300,000  range  or  something  in 
the  market-entry  range,  you  had  a 
powerful,  useful  machine  but  you  had 
to  do  all  the  navigating. 

The  Internet  is  going  to  change  all 

that  luxury  car  buyers  can  get  a  taste 

of  thai  amazing  new  future  if  they  are 

ig  to  shell  out  an  extra  $2,000  or  so 

'  ird  in  superluxury  cars  like  Mer- 

'v  S  ( lass  and  the  Bentley  Ar- 

a  *  ;ps  (Global  Positioning 


System)  navigation  setup.  These 
bounce  their  signals  off  satellites  to  an 
onboard  computer  which  knows  at  all 
times  exactly  where  you  are — and  how 
to  get  where  you  want  to  go.  A  dash- 
board screen  displaying  maps  and  writ- 
ten data  keeps  you  updated  while  a 
voice  tells  you  when  to  turn  and  in 
which  direction.  You  can  choose  the 
fastest  route,  the  most  direct  or  avoid 
highways,  for  example.  And  the  system 
computes  an  arrival  time  given  your  av- 
erage speed  and  chosen  route.  A  pleas- 
ant female  voice  gives  you  directions, 
and  the  system  automatically  lowers  the 
stereo  before  speaking. 

For  people  who  travel  a  lot  in  unfa- 
miliar areas  or  for  people  who  get  lost 
easily,  these  gadgets  are  godsends. 

Actually,  they  are  crude  stuff  com- 
pared to  what  is  in  the  pipeline.  The 
current  systems  are  linked  to  a  CD-ROM 
player  in  the  trunk,  which  feeds  loca- 
tion data  to  the  onboard  computer  and 
displays  it  on  the  screen.  Travel  out  of 


Bentiey's  dash  NAV  display  (above)  may  kee 
you  from,  heaven  forbid,  a  fender  bender. 

your  unknown  area  and  you've  got  to 
pop  a  new  CD  into  the  machine. 

But  within  a  year  these  navigation 
systems  will  be  Internet-enabled  witl[ 
wireless  technology.  This  will  allow  yoi 
to  get  real-time  traffic  information,  tai 
lored  to  your  particular  voyage,  fed  int< 
the  system,  which  will  then  direct  yoi 
around  any  tie-ups.  Or,  if  you're  a  skk 
and  there's  a  store  nearby  with  a  big 
on  gear,  the  system  will  notify  you  of 
sale  and  show  you  how  to  get  there. 

GM's  Cadillac  division  already  offei 
a  non-Internet  version  of  these  moi 
advanced  capabilities  with  OnStar.  Pre 
the  blue  button  on  your  Caddy  conso 
and  you  will  be  connected  via  satellite 
a  live  concierge  service.  Today  CM 
team  of  human  service  reps  to 


r 


The 

network  will  always  be  the 

underpinning  of 

e-business. 


It's  a  simple  point  of  fact.  The  communications  network  is  the  vital  contact  between 
every  one  of  your  suppliers,  distributors,  sales  force  and  customers. 

So  consider  the  company  that's  provided  clear,  simple  contact,  from  the  first  time  the 
world  heard  a  pin  drop,  to  when  we  introduced  the  incredible  connective  power  of 
Sprint  ION',  Integrated  On-Demand  Network. 

Sprint  ION  integrates  voice,  video  and  data,  bringing  a  new  level  of  seamless 
collaboration  to  your  e-business,  strengthening  every  relationship  inside  and  outside 
your  company. 

You'll  also  find  Internet  service  that's  as  secure  as  it  is  reliable.  And  since  we've 
just  been  rated  top  collocation  host  along  with  attaining  the  leading  position  in 
managed  hosting  services*,  we  can  put  you  in  a  position  to  see  your  revenue  grow. 

Which  can  happen  when  you  have  the  network  that  was  ready  for  e-business, 
before  it  was  even  called  e-business.  Sprint. 

1-877-495-3501  or  visit  www.sprint.com/e-biz 


Sprint 


The  point  of  contact " 


j    Navigation  Systems 


your  car  to  a  nearby  seafood  restaurant. 
Next  year,  Cadillac  will  offer  a  new 
Communiport  system,  which  combines 
a  Web-connected  PC  with  a  cell  phone 
and  GPS.  "Connecting  your  car's  navi- 
gation system  to  the  Internet  will  make 
the  device  much  more  meaningful," 
says  Michael  Mulligan,  chief  executive 
of  MapQuest.com. 

If,  however,  you  can't  wait  for  the 
brave  new  world  of  wireless  Internet 
connectivity,  here  are  FORBES'  assess- 
ments of  the  currendy  available  systems: 


►Bentley 


Buyers  of  automobiles  like  the  new 
$250,000  Bendey  Arnage  Red  Label  don't 
tend  to  skimp  on  the  details.  At  any  rate, 
Bentley's  Alpine  system  is  our  favorite 
among  the  current  versions.  We  espe- 
cially liked  that  the  flip-up  screen  is  situ- 
ated on  the  top  of  the  dashboard,  close  to 
eye  level,  which  means  you  don't  have  to 
keep  looking  down.  Like  nearly  every 
navigation  system,  it  offers  a  voice  option 
and  the  pinpoint  power  of  three  satel- 
lites. Bentley  didn't  want  more  knobs 
cluttering  its  dashboard,  so  you  operate 
the  system  by  a  handheld  remote  control. 

►Lexus  


Unlike  most  others,  the  Lexus  LS400 
navigation  system  covers  the  whole  U.S. 
with  a  single  CI).  The  system  is  inte- 


grated into  the  lower  console  and  you 
use  its  touch  screen  to  access  everything 
from  the  navigation  system  to  the 
stereo  to  climate  control.  If  you  have 
the  stereo  display  up  and  you  soon  have 
to  get  off  the  highway,  the  screen  over- 
rides your  setting  and  lets  you  know 
that  a  turn  is  around  the  bend. 

ccdes-Benz 

so  i  Mve  is  the  multifunctional 

rec  center  of  the  Mercedes- 
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Benz  S-Class  console  that  when  we 
took  the  car  to  a  New  England  wed- 
ding (or,  rather,  the  navigation  system 
took  us),  the  bride  and  groom  re- 
quested a  demonstration  as  soon  as  the 
ceremony  ended. 

►Acura 


Unlike  the  Mercedes  system,  which 
favors  a  central  knob  to  operate  the  sys- 
tem, the  Acura's  is  most  easily  operated 
by  touching  the  screen.  The  screen  in 
the  hot  new  RL  3.5  was  one  of  the 


smaller  ones  we  tested  but  located 
higher  up  on  the  dashboard,  which  was 
a  plus.  The  color  combinations  on  the 
day  and  night  settings  also  made  this 
system  one  of  the  friendliest  to  eyes 
suffering  from  white-line  fever. 

►Cadillac 


CM  has  added  a  Bose  navigational  sys- 
tem to  its  most  expensive  Cadillacs.  The 
addition  of  this  CD-ROM-based  system, 
as  well  as  the  impressive  Night  Vision 


system  that  uses  technology  found  in 
military  goggles,  makes  driving  a  Caddy 
very  safe.  In  the  DeVille,  the  headlamps 
activate  automatically  at  twilight, 
switching  the  screen  to  night  colors. 

►BMW 


The  Beemer's  multifunctional  screen  is 
situated  near  the  top  of  the  dash,  so  it's 
easy  to  see.  This  system  has  a  useful  Gas 
Station  feature;  one  press  of  a  button 
will  tell  you  how  many  miles  you  can 


travel  on  your  present  tank.  Then  it 
gives  you  a  list  of  nearby  gas  stations  by 
brand.  When  you  choose  one,  the  navi- 
gation system  automatically  charts  a 
course  there.  BMW  also  utilizes  satellite 
communications  to  incorporate  its 
Mayday  safety  feature.  When  airbags. 
are  deployed,  the  car's  phone  calls  the 
company's  response  center.  They  know] 
where  you  are  and  help  is  on  the  way. 

►Jaguar 


Beginning  this  year  you  can  activate  the| 
climate  control,  stereo  and  cell  phone 
using  simple  voice  commands  in  yourl 
new  S-Type  Jag.  The  navigation  syster 
isn't  connected  to  this  voice  commanc 


i&J 


center,  but  it  is  still  centrally  located  i| 
the  dashboard  and  connected  to  Jagu;l 
Assist,  yet  another  automated  responl 
system  that  locates  your  car  if  you  a  j 
in  trouble. 
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24  hr  news  coverage 

is  impressive. 

When  you  do  it 

for  160  countries. 


FT.com 

FINANCIAL  TIMES 


At  FT.com,  you  can  get  up-to-date  business  and  financial  news  from  every  corner  of  the  globe, 
from  Iowa  to  Istanbul.  Because  let's  face  it,  you  can't  succeed  in  business  today  without 
getting  the  complete,  worldwide  perspective.  The  world  doesn't  turn  on  a  dime. 
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WEB      FRAUD 


►Fake  Front  Doors 


Here's  the  latest  fraud  to  hit  the  Web:  cloned  or  "spoofed"  sites 
that  mimic  legitimate  businesses.  The  clones,  controlled  by  a 
hacker,  con  users  into  believing  they're  on  a  trusted  Web  site.  Be 
careful.  In  one  way  or  another,  these  guys  are  out  to  scam  you. 

The  most  notorious  example:  a  dummy  Bloomberg  News 
site  created  in  April  1999.  The  cybercrook  used  the  fake  site 
and  a  Yahoo  financial  news  message  board  to  report  the  ac- 
quisition of  PairGain  Technologies  by  an  Israeli  company. 
The  stock  went  up  24%.  There  was  no  such  deal.  Speculators 
acting  on  the  "news"  took  a  hosing. 

Watch  out  for  e-mail  billing  scams.  Last  September  a 
cyber  criminal  cloned  the  site  of  Value  Net  Internetwork  Ser- 
vices, a  California-based  Internet  service  provider  (ISP).  The 
hacker  sent  e-mails  to  dozens  of  customers.  Would  they  please 
visit  the  ISP's  site  to  verify  their  credit-card  data?  Embedded  in 
the  e-mail  was  a  link  to  the  phony  site.  Using  the  data  conned 
from  ValueNet  customers,  the  crook  ran  up  $1,200  in  charges. 

Arc  you  lair  game?  Don't  be.  Sussing  out  ersatz  sites 
takes  a  little  sleuthing,  says  Jonathan  Rusch,  head  of  the  In- 
ternet Fraud  Initiative  at  the  U.S.  Department  of  Justice.  If 
you  have  any  doubts,  check  the  domain  name  in  the  site's 
I'Rl  to  see  if  anything  looks  fishy.  That  fake  Bloomberg 
site's  i  ki  began  with  http://www.angelfire.com. 

Next,  click  through  the  site.  If  you  can't  click  deeper  than 
two  or  three  pages,  its  probably  a  dummy  site.  Finally,  check 
the  Internet  registration  site  Network  Solutions 
(www.nsi.com)  and  click  on  its  Whois  program.  Type  in  the 
que;  ionable  site's  URL;  Network  Solutions  will  spit  out  the 
W<  rater's  name,  phone  number  and  Internet  Protocol 

addi  When  the  details  don't  match  those  of  your  legitimate 
Webbu  something's  rotten. —Lisa Scheer 


DESKTOP 
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►Fire  Fighting 


Did  you  know  that  high-speed  Internet  connections  like  cable 
modems  and  DSL  lines  are  two-way,  open  pipelines  immensely 
appealing  to  hackers?  Here  are  some  of  their  favorite  tricks — 
along  with  some  hints  for  thwarting  each  of  them. 

Pings:  The  digital  equivalent  of  a  searchlight  that  scans  blocks 
of  Internet  Protocol  addresses  to  find  always-on  machines.  A 
good  deterrent  is  a  firewall — software  or  hardware  that  prevents 
intruders  from  penetrating  networks.  Most  companies  use  them. 
Two  products  for  home  use  are  Blacklce  Defender  from  Net- 
work Ice  (www.networkice.com)  and  Norton  Internet  Security 
2000  by  Symantec  Corp.  (www.symantec.com). 

Packet  Sniffers:  Information-gathering  devices  installed  by 
cybercrooks  on  local-area  networks  to  eavesdrop  or  pluck  sen- 
sitive data  in  transit.  Most  free  e-mail  services  are  vulnerable. 
Consider  using  software  encryption  technology  from  Pretty 
Good  Privacy  called  "Personal  Privacy"  (www.beyond.com). 

Back  Orifice  Probes:  This  crude  phrase  describes  a  surveil- 
lance technique  that  stores  malicious  software  code  on  a  com- 
puter to  control  it  remotely  or  to  rummage  around  in  its  hard 
drive.  Firewalls  give  some  protection,  but  it's  also  wise  to  store 
information  somewhere  other  than  your  hard  drive.  Like  on 
those  disk  backups  you're  doing  every  day — right?  — L.S. 


SAFE      SHOPPING 


►Cyber-lnsecurity 


Last  December  online  music  retailer  CDUniverse  was  hacked, 
and  a  cache  of  its  customers'  credit-card  numbers  published 
on  the  Internet.  It's  part  of  a  minor  crime  wave.  "We  see  maybe 
a  thousand  new  credit-card  numbers  [posted  on  hacker  sites 
week,"  says  Peter  Tippett,  founder  of  ICSA.net,  a  computer  se- 
curity company  in  Reston,  Va.  "There's  a  club  of  people  who 
pass  them  among  themselves  like  baseball  cards." 

Other  compromised  sites  include  wireless  phone  retaile: 
Promobility.net  and  e-commerce  portal  Salesgate.com.  What'; 
the  motive,  besides  mischief?  "People  want  to  anonymously  ge 
porn,  and  all  the  good  porn  requires  a  credit  card,"  says  Tippett 

But  don't  panic.  Federal  consumer  protection  laws  limit  th< 
liability  of  credit-card  holders  to  $50.  Still,  no  one  enjoys  gettinj 
ripped  off.  How  to  avoid  the  hackers'  nets?  A  few  tips: 

Shop  with  well-known  Web  merchants,  checking  the  site' 
security  policy.  Do  they  store  sensitive  data  in  equipment  elec 
tronically  separate  from  the  Internet?  Look  for  a  locked  pad 
lock  in  the  bottom  corner  of  your  browser  before  entering  per 
sonal  data.  Check  for  site  seals  from  independent  auditors  lik 
CPA  WebTrust  (www.cpawebtrust.org),  or  the  TruSecure  symbc 
from  ICSA.net.  Consider  using  a  separate  card  for  Web  pur 
chases.  This  makes  unauthorized  e-commerce  charges  easier 
flag,  and  if  you  need  to  cancel  the  account,  you'll  still  have  ba 
up  plastic  on  hand  for  offline  purchases.  —L.S. 


how  to  make  intelligent,  safe  and  cost-conscious  decisions 
every  time  you  buy  insurance.  At  Quotesmith.com  you  get 

r?    i,l,a^fr0m  °wer  30°  con»l»nies  -  and  the  freedom 
to  buy  from  the  company  of  your  choice.  It's  fast  and  easy 


Instant 

Car  Insurance 

Quotes 

Could  you  save  20%  or 

more  on  car  insurance? 

We've  made  it  quick 

and  easy  to  get  instant 

car  insurance  quotes 

from  leading  insurers, 

all  in  one  place. 

Quotesmith.com  is  an  ideal  car  insurance 

resource  for  drivers  of  every  age. 

At  Quotesmith.com,  we've  even  made  it 

possible  for  you  to  point,  click  and  buy  online! 


All  in  one  place:  instant 
quotes  from  leading 
companies  make  it  easy 
to  comparison  shop. 
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Popular  with  families:  JO.  20  and  30  year 
term  life  insurance  can  give  peace  of  mind. 

•  •• 


Instant  Term  Life   . . . 
Insurance  Quotes ' 

Pick  a  rate  guarantee  and  go!  In  seconds, 
you'll  view  policies,  coverages, 
independent  ratings,  underwriting 
guidelines  and  premiums  -  all 
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"We  found  the  best  deals  at 
M°ney  Magazj„e 

••ilwSr™oney  Online 
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p*rents  Magazine 

•^'argest  number 
or  insurers.. 
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Qi^k=issue  Life  i 


.tlysortedby  lowest  cost.  ^ ^ 


«*e    rake   com™  „.ComPa"yo(you? 


hiotesmith.com  makes  it  easy  to  compare 
ealth  plans,  features  and  prices. 


nstant  Medical 
tisurance  Quotes 

tere  is  the  quickest  way  possible  to  find 

Ufh  insurance  coverage  for  yourself,  your  family  or  your  small  business 

et  instant  quotes  scan  the  marketplace  in  seconds.  You'll  find  standard  plans,  PPOs  HMOs 

www.quotesmith.com 


AD  CODE: 
FORBES  06/00 




Page  64 


ersonai  i-inance 
&  Careers 


rage  iuy 


j 

Page  134 


xe  Shoppin 


Page  144 


r  atic  1  /  z. 


Page  198 


As  the  prospectors  used  to  declare:  "Thar's  gold  in  them  thai 
hills."  You  just  need  to  know  where  to  dig.  Using  six  criteria- 
design,  navigation,  speed,  content,  customization  and  bells  ant 
whistles,  FORBES'  editors  have  unearthed  300  nuggets.  But  thesi 
reviews  are  only  the  tip  of  the  iceberg:  At  forbesbest.com,  you'l 
find  nearly  1,800  site  reviews  in  more  than  90  categories,  eacl 
with  direct  links  to  the  site.  If  you  want  to  voice  your  opinion,  b 
our  guest:  Go  to  forbesbest.com/ratings,  click  through  to  ou 

Reader  Ratings,  and  sound  o 


- 


Think  we've  missed  a  Web  site?  First  check  our  reviews  at  forbesbest.coi 
If  you  don't  find  it,  send  your  submissions  to  editors@forbesbest.i 


our  best  sites,  see  pages  IO 
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Now  investment  property  professionals 
can  increase  their  reach  without  decreasing  their  control, 
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The  powerful  new  solution  for  buying  and  selling  commercial  property  on  the  Web. 
r  Exchange.  Eighteen  billion  square  feet  of  property.  One  window."  Open  it  at  www.costargroup.com. 

1-877- 7C0STAR 
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Is  your  company  between  a  state  of  flux  and  a  state  of  shod 


Having  a  little  growth  spurt?  If  you're  not  careful,  your  business  could  easily  outgrow  its  outmoded,  inflexible,  commuij 
it  evolves  with  your  business.  Without  additional  capital  investment.  That  way,  you  can  afford  that  quadruple  overtime  your  '• 


Iolessof  course,  you  outsource  your  voice  communications  with  us.  We'll  make  sure 
Dusinq  about.  Call  1-877-500-LINE,  or  visit  www.accessline.com/voice. 
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"communications™ 
Call  us  at  the  first  sign  of  success. 
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Investing  |  BROKERS 

Bonanza! 

Pretty  soon,  brokerage  commissions  could  be  a  thing  of 
the  past.  Freetrade.com,  Ameritrade's  new  offshoot, 
doesn't  charge  anything  for  trading.  Brown  &  Company 
charges  $5  a  trade,  and  American  Express  offers  free 
trading  as  long  as  you  have  an  account  balance  of  over 
$100,000. 

The  winning  brokers  won't  succeed  on  cost  but  on 
the  suite  of  services  they  provide.  The  brokers  on  our 
Best  list  are  building  customer  loyalty  with  innovative 
products,  reliability,  speed  and  special  services  for 
wealthy  clients— like  IPO  access,  wireless  trading  and 
automated  direct  stock  investing.  All  this  and  low 
prices.  Enjoy  these  benefits  while  they  last. 

—Dolly  Setton  with  Adam  Leitzes  and  Josh  Solan 


AMERICAN  EXPRESS  ONLINE  BROKERAGE 

www.americanexpress.com/direct 

American  Express  is  a  stand-out.  It  is  the  only  broker  t( 
offer  free  trades  to  investors  with  more  than  $100,000  ir 
their  accounts.  For  those  with  $25,000  or  more,  buy  order: 
are  free  and  can  be  made  online  or  by  phone.  The  site  has  < 
nifty  feature  that  prepares  your  portfolio  for  tax  purposes 
Despite  the  obvious  attraction  for  hyperactive  traders,  th< 
site  is  really  geared  to  more  sensible  investors.  Naturally 
Amex  would  like  to  sell  you  advice  which  is  why  the  sit< 
leads  you  direcdy  to  its  advisers. 
►  BEST:  Great  selection  of  financial  planning  tools. 
►WORST:  Travel,  entertainment  and  credit  card  information 
are  mixed  up  with  brokerage  information. 


CHARLES  SCHWAB 

www.schwab.com 

Besides  brokerage,  you  get  access  to  funds,  annuities,  life  in 

surance  and  bill  payment.  Input  a  symbol  at  the  Analys 

Center  and  Schwab  aggregates  information  from  fundamen 

tals  to  news  and  Street  coverage.  Portfolio  Checkup  tod 

helps  investors  rebalance  their  portfolios.  Larger  account  ball 

ances  get  IPO  access  and  priority  routing  on  phone  calk 

Schwab  also  offers  a  fast  nonbrowser-based  trading  tool. 

►  BEST:  Customizable  MyResearch  reports. 

•  WORST:  Split  personality  in  design  between  MySchwab  and 

Schwab  account  interface. 


DATEK 

www.datek.com 

This  site  is  focused  on  fast  execution  and  effortless  ord< 
entry.  Datek  affiliate  Island  ECN — a  computerized  limi 
order  book  that  matches  buy  and  sell  orders — is  the  key. 
a  Datek  market  order  isn't  executed  within  60  seconds,  it 
free.  Customers  get  rebates  on  any  order  flow  payments 
receives.  The  Datek  streamer,  offering  continuous 
updating  real-time  quotes,  is  available  for  free  to  both  Dat 
customers  and  visitors  to  the  site. 

►  BEST:  Nonstop  trading  from  8  a.m.  to  8  p.m. 

►  WORST:  No  options  trading  or  quality  research  tools. 


DLJDIRECT 

www.dljdirect.com 

Comprehensive  research,  news  and  market  data.  Doze 

of  feeds,  reports  and  tools  include  access  to  intraday  I) 

institutional  reports.  Highlights  include  a  streaming  ne 

applet,  a  personal  stock  ticker,  DLJ  proprietary  anal 

research  and  a  powerful  stock  screener.  Advanced  port 

lio  tools  such  as  asset  allocation,  portfolio  evaluation  a 

cash  flow  beat  out  most  other  e-brokers.  The  Quick  Ale 

monitor  can  be  set  to  track  events  affecting  stocks  in  y< 

portfolio. 

►  BEST:  Real-time  account  updates. 

►WORST:  IPO  allocations  are  mostly  second-tier  offerings 


RADE 

.etrade.com 

:ade  is  moving  aggressively  into  mutual  funds.  Power 
ch  identifies  funds  for  every  type  of  investor,  and  there  is 
xpanding  portfolio  of  its  own  no-load  funds  with  100% 
ne  reporting.  Customers  get  random  allocations  of  many 
stock  issues,  including  Internet  IPOs,  with  priority  allo- 
Dn  for  Power  E-Trade  Platinum  customers  (75-plus 
es  per  quarter). 
wST:  Knowledge  Center  articles. 
ORST:  We  waited  20  minutes  for  customer  ser- 
and  two  hours  for  an  e-mailed  confirmation. 


RRILL  LYNCH  DIRECT 

.mldirect.ml.com 

ting  from  scratch  just  a  few  months  back,  Merrill 

:h  is  already  a  top-tier  online  broker  with  an  easily 

gable  site  and  great  research.  Other  strong  points:  One 

le  most  extensive  account  activity  tools  around,  with 

tiple  screening  options  and  filters  plus  real-time  alerts  on 

e  and  volume  movements.  IPOs  available  to  accounts 

i  more  than  $100,000. 

iST:  Video  clips  from  Merrill's  analysts  throughout  the  day. 

ORST:  No  discount  commissions  for  active  traders. 


graph,  complete  with  beeps  and  ticker  tape  sounds. 

►  BEST:  NDB  University. 

►WORST:  Still  no  Level  II  quote  option. 

SHAREBUILDER.COM 

www.sharebuilder.com 

After  a  while,  online  brokers  begin  to  look  alike.  Not  Share- 
builder.  It  specializes  in  automatic  investment  accounts  for 
small  investors  who  want  to  invest  directly  in  stocks.  An  out- 
growth of  Net  Stock  Direct,  which  specializes  in  DRIPs 
web  tip  and  Direct  Stock  Plans  for  the  1,500  or  so  compa- 

If  you  aren't  yet  ready  to       nies  mat  offer  them.  Popular  stocks  such  as  Cisco 
wean  yourself  from  your  »w  /^  j      »^i  j-  i  oi 

full-service  broker,  Morgan     ,  and  Microsoft  don  t  have  direct  plans,  so  Share- 
Stanley  and  others  reviewed  at    builder  creates  its  own  direct  stock  plans  for 
forbesbest.com  offer  hybrid,      these  companjes  ^d  charges  $2  per  trade  ($1  for 

*  custodial  accounts).  Great  for  systematic  savers. 
►BEST:  Start  your  child's  stock  investing  here  and  con- 
solidate all  of  your  DRIPs  and  DSPs. 
►WORST:  Just  stocks.  No  mutual  funds. 


asset-based  online 
trading  accounts. 


TIONAL  DISCOUHT  BROKERS 

'.ndb.com 

;dy  streamlined  interface  and  round-the-clock  customer 
ice.  NDB  offers  the  best  order  entry  interface  and  full  ac- 
to  accounts.  A  trading  bar  always  remains  at  the  top  of 
screen  and  a  Trade  Monitor  scans  order  status  and  pops 
o  report  trade  executions.  For  traders,  a  fun  StockPulse 
depicts  any  stock's  trading  activity  in  a  forward-scrolling 


WALL  STREET  ELECTRONICA 

www.wallstreete.com 

Nifty  addition  to  the  e-broker  landscape  with  a  focus  on  cus- 
tomer service  and  reliability.  For  instance,  the  firm  protects 
investors  from  making  inappropriate  short  sells  by  routing 
such  trades  to  a  specialist  who  reviews  the  order  before  exe- 
cution. If  you  have  two  phone  lines,  WallStreetE  can  even 
provide  customer  service  via  voice  while  pushing  pages  over 
your  browser  so  you  can  follow  along  online.  Extensive  ac- 
counting features,  including  the  ability  to  search  transactions 
by  date  and  browse  through  debits  and  dividends,  make 
tracking  your  investments  easy. 

BEST:  Extensive  options  trading  services. 
►WORST:  Research  links. 
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FIDELITY.COM 

www.fidelity.com 

Fidelity's  Powerstreet  online  brokerage  shines  for 
easy  navigation,  clean  design  and  excellent  plan- 
ning tools.  The  new  customizable  MyFidelity 
f>  tracks  your  portfolio,  offering  news  alerts  for  the 
)£,week  ahead  and  video  advice  from  Fidelity  fund 
managers  and  others.  There's  equity  research  re- 
ports from  Lehman  Brothers  and  Thompson's  I- 
Watch  data  on  institutional  order  flow.  An  Idea 
Generator  tracks  analyst  views. 

For  active  traders,  Fidelity  offers  Level  II 
quotes,  extensive  news  and  charts  and  simple,  fast 
order  entry.  Soon  you'll  be  able  to  access  Power- 
street  Radio  Network,  Fidelity's  streaming  news 
service.  Customers  who  make  12  or  more  trades 
a  year  or  have  $100,000  in  assets  get  trades  for 


$14.95  and  access  to  IPOs. 

►  BEST:  Excellent  one-stop  site.  Manage  accounts, 

including  retirement,  and  pay  bills  here. 

WORST:  Trading  menus  separate  from  research 
and  news. 
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Investing  |  STOCK  PICKERS  } 


Pick  of  the  Stock 


Whether  you're  a  diehard  believer  in  technical  analysis,  New  Era  investing  or  Graham  &  Dodd,  there's  lots  of  stuff 
out  there  for  you.  New  online  stock-picking  communities  are  cropping  up  every  month,  and  among  the  amateurs 
you  will  find  some  who  are  either  very  smart  or  very  lucky.  The  wise  investor— are  there  still  any  out  there?— will 
not  be  satisfied  with  the  tips  but  will  also  want  analysis.  At  their  best,  these  sites  provide  clear  and  accurate 
performance  data,  instead  of  just  trumpeting  their  winners,  and  have  simple  methods  for  back-testing  results.  At 
their  worst  they  are  traps  for  the  unwary,  set  by  pump-and-dump  operators.  —Daniel  Fisher 
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MARKET  GUIDE 

www.marketguide.com 

A  must  bookmark  for  all  do-it-yourself 
stock  pickers.  Market  Guide  supplies  the 
data  used  by  many  other  top  sites  in- 
cluding Yahoo,  Schwab  and  Forbes.com. 
What's  Hot  displays  the  day's  big 
overs  and  articles  highlight  trends  and 
topics  of  investor  interest,  like  telecom 
and  biotech.  But  the  real  power  of  this 
site  is  in  its  screening  tools  and  funda- 
mental data.  NetScreen  allows  simple 
preset  screens  such  as  Contrarian,  Big 
Safe  and  Value.  Each  is  explained  in  de- 
tail in  a  pop-up  box.  Users  can  also  con- 
struct their  own  screens  based  on  as 
many  as  80  variables.  Want  to  research 
the  screening  tool's  picks?  Refer  back  to 
the  Market  Guide  site  for  complete  fun- 
damental data  on  every  company  as  well 
as  links  to  parent  company  Multex's 
trove  of  Wall  Street  research  reports, 
which  are  available  for  a  fee. 
►•  BEST:  Encyclopedic  data,  powerful 
screening  tools. 

►  WORST:  Cluttered  and  many  long- 
winded  features  could  use  a  good  edit. 
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ABOVETRADE 

www.abovetrade.com 

If  you  think  charting  is  more  than  just  mumbo-jumbo,  he 
is  an  easy-to-understand  technical  analysis  system  develops 
by  a  young  programmer  at  Stanford  in  the  early  1990s.  The 
is  a  generous  selection  of  daily  Hot  Picks  conveniently  cat 
gorized  by  industry  or  type  of  stock  and  five  e-analysts  wi 
names  like  Cautious  Dr.  Trend  and  Consensus  Joe.  Each 
essentially  an  algorithm  that  screens  for  stocks.  We  test< 
retail  stocks  in  mid-April  after  the  market  correction.  E-an 
lyst  Holden  Forever  told  us  to  buy  Dollar  General  because 
price  was  above  its  nine-week  average  but  had  not  yet  brok 
through  the  upper  end  of  its  established  range.  You  can  < 
up  your  own  screens  and  back-test  them  for  a  year  to  det< 
mine  which  worked  best.  The  site  also  highlights  the  stra 
gies  and  picks  of  its  hottest  users. 
»■  BEST:  Easy  to  understand,  easy  to  test  results. 
►  WORST:  If  you  care  about  fundamentals,  forget  this  one. 


CLEARSTATION 

www.clearstation.com 

Lets  the  amateurs  shine.  Users  can  see  which  members  h 
the  hottest  portfolios  and  get  free  e-mail  alerts  when  their 
vorite  stock  picker  makes  a  change.  The  April  market  con 
tion  doused  many  of  the  hot  hands  on  Clearstation, 
dozens  did  buck  the  trend  big  time.  All  pages  link  to  a  sto 
fundamentals,  technical  indicators  and  discussion  groiJ 
reinforcing  the  site's  three-point  approach.  A  subsidiary 
E-Trade,  the  site  also  generates  its  own  daily  picks  basedj 
technical  indicators,  and  provides  news  and  financial  dat 

►  BEST:  The  ability  to  sort  and  search  for  stock  pickers,  by 
returns,  length  of  holdings  and  other  variables. 

►  WORST:  Terminology  like  tag  and  bag'  is  almost  as  anno> 
as  Motley  Fool's. 


MARKETHISTORY.COM 

http://markethistory.com 
Pure  computer-powered  stockpicking,  plus  guidana 
bonds,  oil  and  gas  futures  and  stock  indexes.  Markel 
tory's  analysts  use  patented  software  to  mine  historical 
back  to  the  turn  of  the  century  and  come  up  with  li 
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ONLINE 

W\VW.DATEK.t.^ 

!.877-88-DATEK^ 
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leal-time  quote  privi! 

4—  prices  significantly  a' 
System  response  and 
■  for  additional  infon 


nd  volatility  may  resu|,  jn  exec; 


U  conditions,  system  performance  and  other  factors  See  our 
*cr  NASD/SIPC. 


investing  |  STOCK  PICKERS 


prices  and  a  watch  list  of  companies  that  have  had  positrv 
earnings  surprises  in  the  past.  There  are  boards  on  every  UJ 
stock  and  analysts'  recommendations  by  name,  firm  and  dat< 

►  BEST:  Unique,  easy-to-use  screens;  hard-to-find  content. 

►  WORST:  Minuscule  text,  cluttered  design. 


future  patterns.  Typical  picks  include  stocks  that  are  down 
after  announcing  disappointing  earnings  but  historically 
rally.  Subscribers  to  the  basic  package  ($24.95)  get  a  selection 
of  daily  ideas  on  the  short  and  long  side,  plus  commentary 
on  the  indexes.  More  expensive  packages  include  com- 
modities and  bonds.  

■-  BEST:  Proprietary  market  analysis  with  a  historical  VALIDEA.COM 

perspective.  www.validea.com 

►WORST:  Cheesy  design.  For  better  or  worse,  the  media  can  move  stocks,  especial! 

these  days.  Validea  scans  publications  and  Web  sites,  incluc 

MSN  MONEYCENTRAL  INVESTOR  ing  all  the  major  business  magazines,  CNBC  and  discussio 

http://moneycentral.msn.com  groups,  and  cross-links  stocks  mentioned  in  those  medi 

One-stop  shopping.  The  Insight  section  has  sample  portfo-  with  the  people  who  made  them  and  the  touters'  pric 

lios  with  easy  links  to  message  boards  and  information  on  in-  records.  Search  categories  include  new  picks,  the  top  picks  c 

dividual  stocks.  More  stock  ideas  in  the  Strategy  Lab  sec-  gurus,  analysts  and  discussion  groups,  and  a  uniqu 

tion  where  six  rotating  market  pros  offer  real-time         web  tip  feature  that  lets  users  test  stocks  using  a  variety  c 

advice  on  $100,000  portfolios  over  seven-month       "Can  I  use  funds  in  my       models,  from  Peter  Lynch's  growth-oriented  t 

periods.  Two  weeks  into  the  April  market,  only  one      Rotn  IRA  ,0  buy  stock  in  a  \  Ken  Fisher's  price-to-sales. 

,  i      ^     •         r*,      .  .  .,,  subchapter  S  corporation?" 

stock  picker,  the  Options  Tactician,  still  had  50%     Check  www.fairmark.com  for  I  ►BEST:  Tons  of  information  cross-linked  in  a  varie 

gains  on  his  1 1  -week-old  portfolio.  But  there's  also       clear  commentary  on  tax  J  of  innovative  ways. 

something  here  for  do-it-yourselfers  who  can  do       lssuesreae    °  ra     /  ►WORST:  The  site's  computerized  ratings  metho 

their  own  screening,  using  a  number  of  variables.  ^^r    incorporates  a  good  amount  of  faulty  data. 

■  BEST:  Smart  design,  good  original  content. 

►WORST:  Technical  glitches.  We  were  shut  out  of  the  stock  VALUESTOCKS.NET 

message  boards  for  half  a  day.  www.valuestocks.net 

Supposedly  for  value  investors,  though  Warren  Buffett  mig 

not  agree  with  this  definition  of  value.  Run  by  a  28-year-o 
neurology  resident  Dr.  Michael  Burry,  Valuestocks.net  shoi 
cases  Burry's  own  $50,000  portfolio,  which  includes  sor, 
surprising  choices  including  Pixar,  the  maker  of  Toy  Sto  ] 
Has  good  information  on  how  to  identify  net-net  stoc  j 
(trading  for  less  than  assets  minus  all  conceivable  liabilitiei 
Accompanying  all  this  are  Burry's  incisive  reports,  as  good! 
anything  from  Wall  Street.  One  of  the  site's  best  features  il 
list  of  essential  finance  texts,  including  thumbnail  reviel 
and  links  to  Amazon.com  (Burry's  only  source  of  revenii 
since  he  doesn't  accept  banner  ads). 

►  BEST:  Original  analysis,  links  to  great  finance  sites,  anJ 
must-read  book  list  for  value  investors. 

►  WORST:  Limited  content  is  sometimes  dated. 


SIXER.COM 

www.sixer.com 

This  technical  analysis  site  uses  catchy  graphics  to  explain  its 

models  and  serves  up  lots  of  stock  picks  including  the  daily 

"topsix"  long  picks  and  "deepsix"  short  candidates.  There's 

other  information  for  amateur  traders  as  well,  such  as  stocks 

where  lockup  periods  on  insider  sales  are  about  to  expire. 

-  BEST:  Nice  design,  lots  of  stock  picks. 

►  WORST:  Broken  links  plus  the  site's  portfolio  tracker  is 

outsourced,  so  you'll  have  to  register  a  second  time  to  use  it. 


STOCKSELECTOR 

www.stockselector.com 

Standard  roster  of  stock-selection  tools  with  some  nice  twists. 
1  [ighlights  the  day's  big  movers,  with  easy  clicks  to  quotes  and 
other  information.  The  Lists  function  has  a  set  of  24  screens, 
some  unusual,  such  as  stocks  most  below  analysts'  target 


m 


Forb^ 


Besides  FORBES  magazine  archives,  our  site  offers  en- 
hanced versions  of  Forbes  stock  columns  including 
Streetwalker  and  articles  by  Ken  Fisher.  If  you  want  to 
chat  about  stocks  with  editors  and  readers,  visit 
im's  many  forums.  Other  tools  include  calcula- 
and  tear  sheets  with  charts  to  more  than 


WALL  STREET  CITY 

www.wallstreetcity.com 

The  stock-screener's  headquarters.  Telescan  specializes! 
elaborate  screens  for  fundamental  and  technical  indicate! 
The  free  site  offers  more  than  50  predesigned  screens  I 
everything  from  technical  strength  to  growing  cash  fu 
Users  can  also  concoct  their  own  screens  from  up  to  70  vl 
ables  and  back-test  strategies.  Pay  services  include  broaj 
screening  and  portfolio  tools.  The  site  also  has  been  been 
up  its  original  content  with  in-depth  company  coverage! 
its  own  stable  of  writers  and  analysts. 

►  BEST:  All  the  screens  an  investor  could  want. 

►  WORST:  Cluttered  design,  slow  response. 
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The  real  reason 
the  e-conomy 
keeps  clicking... 


APC's  power  availability  solutions  are  the 
foundation  for  e-business  in  the  digital  e-conomy. 

Bandwidth,  download  times,  server  redundancy,  ERP,  load  sharing, 
encryption...  E-businesses  have  a  lot  to  worry  about  these  days. 
Reliable  power  should  not  be  one  of  them. 

Compounded  by  the  fact  that  customers  today  are  more  likely  than  ever 
to  bail  out  at  the  first  sign  of  trouble,  a  few  seconds  of  downtime  is  the 
equivalent  to  closing  shop  for  the  day  for  a  brick  and  mortar  store. 

APC  is  a  world  leader  in  power  availability.  APC's  services  and  tech- 
nologies can  be  tailored  to  meet  your  availability  needs,  ensuring  that 
your  e-business  is  "open  for  business". 

APC's  power  availability  solutions  are  the  foundation  for  leading 
e-businesses   in   today's   digital    economy.    Let  APC's    Legendary 
Reliability™  keep  you  ahead  in  the  new  e-conomy. 


Go  to  www.createacustomer.com 

and  see  how  our  customers  use 

APC  to  increase  the  power 

availability  of  their  applications. 


The  award-winning 
Symmetra*  Power  Arrays 
just  one  of  APC's  enterprise-wide 
power  availability  solutions. 


if) 


APC's  PowerNef  software 

is  a  "Certified  Cisco   N 
Management  Connection"    Connection 


APC  was  chosen  by  PC  Magazine 
as  one  of  the  "Top  100  Technology 
Companies  That  Are  Changing 
The  World"  (10/39). 


Legendary  Reliability" 


FREE  APC's  68-page  Power  Protection  Handbook 

To  order  Visit  http://promo.apcc.com  Key  Code  t301z  •  Call  888-289-APCC  x6049  •  Fax  401-788-2797 
For  International,  Call  401-789-0204 

O2000  American  Power  Conversion  All  Trademarks  are  the  property  of  their  owners.  APC4l9EF-USd  •  PowerFax  (8001  347-FAXX  •  E-mail  apcinfo«apoc.com  •   132  Fairgrounds  Ftoad.  West  Kingston,  Rl  02892  USA 


-^investing  |  HYPERACTIVE  TRADERS} 


Hold  on  to  your  Mouse 

Day  trading  is  risky  business  yet  more  and  more  people  are  doing  it.  If  you  decide  to  gamble  with  part  of  your  nest 
egg,  do  it  intelligently.  The  most  successful  day  traders  use  cutting-edge  technology,  like  software  that  bypasses 
browsers.  That  gives  them  a  faster,  more  reliable  connection.  How  do  you  know  if  you  need  this  sort  of  software? 
Our  advice:  If  you  make  at  least  one  trade  per  day,  consider  using  one  of  the  nonbrowser-based  systems  listed  below. 
It  could  give  you  an  advantage.  —Adam  Leitzes  and  Joshua  Solan 


CYBERCORP 

www.cybercorp.com 

If  you  have  the  stomach  and  the  pocket- 
book  for  active  trading,  consider  one  of 
Cybercorp's  two  trading  platforms.  Cy- 
berX  is  a  nonbrowser-based  trading  sys- 
£f  ££m  that  provides  charts  and  quotes  and  a 
and  intuitive  execution  service.  Trades 
cost  between  $14.95  and  $19.95.  For  that 
commission  plus  $99  a  month  (free  if  you 
make  50  or  more  trades),  you  can  upgrade 
to  CyberTrader  which  gives  you  an  array 
of  customizable  tools  and  free,  streaming 
real-time  Nasdaq  Level  II  quotes.  You  also 
get  charts  and  technical  analysis  tools, 
alerts,  alarms  and  news.  Plus,  graphics 
show  the  depth  of  buy  and  sell  orders  on 
every  ticker,  and  you  can  customize  real- 
time market  stats.  On  both  platforms  you 
get  trailing  stops,  which  execute  orders 
based  on  your  preset  levels.  We  are  not  the 
only  ones  who  like  this  site.  In  February 
Schwab  purchased  Cybercorp  to  add  to  its 
suite  of  services. 

►  BEST:  CyberQuant!  software  helps 
identify  the  best  trading 
plays  and  can  even  generate 
five-dimensional  graphs 
depicting  the  market. 
►  WORST:  CyberCorp's 
software  is  great  but  trading 
support  services  are  weak. 


ABOUT.COM  DAY  TRADING 

http://daytrading.about.com 

On  directory  Web  site  About.com,  each  channel  is  only  as 
good  as  the  guide  who  mans  it.  Day  trader  Robert  Rak  is  one 
of  the  best.  His  About.com  channel  is  chock-full  of  quality 
ading  links  as  well  as  smart  commentary  from  practi- 
tioners like  Kevin  Marder  and  Greg  Kuhn.  Some  of  the  gems 
he  offers  up  as  links  include  www.flextrader.com  and 


www.traderbot.com. 

►  BEST:  There  are  short,  helpful  descriptions  of  each  link. 
►WORST:  Click  on  a  link  and  you  are  trailed  by  an  annoying 
About.com  window  pane. 


ACTIVE  TRADER 

www.activetrader.net 

Each  market  day,  more  than  1 ,000  day  traders  gather  for  li\ 
chat  in  a  moderated  forum  at  ActiveTrader.net.  It's  access 
ble  via  Web  browsers  and  also  through  a  faster,  nonbrowse 
based  Internet  Relay  Chat  version.  The  conversations  foci 
on  stock  picks,  price  targets  and  news.  The  site  offers  ti] 
for  new  traders. 

•  BEST:  Links  to  analysis  and  commentary  from  day  trader 
gurus  like  Cheetah  and  site  founder,  WallStreetArb. 
►WORST:  Some  features,  including  the  stock  alert  page,  are 
full  of  bugs. 


ALL-TECH  DIRECT 

www.attain.com 
Incessant,    annoying    radio    spots    notwithstandir 
Harvey  Houtkin's  All-Tech  Direct  brokerage  is  among  tJ 
best  day  trading-oriented  brokers  out  there.  Like  ma| 
other  trading  firms,  All-Tech's  core  software  is  based 
Real  Tick  III.  You  also  get  access  to  the  firm's  proprietJ 
Attain  ECN.  Great  features  include  top-notch  custonj 
service. 

►  BEST:  Emphasis  on  investor  education.  All-Tech  even  offers] 
interactive  real-time  video-  and  audio-  training  school. 

►  WORST:  You'll  want  a  17-inch  monitor  to  handle  its  Real  Tick 
platform  as  well  as  the  firm's  order  entry  system. 


CLEARSTATION 

www.clearstation.com 

ClearStation,  a  subsidiary  of  E-trade,  is  one  of  the  most  c< 

plete  resources  for  traders  who  need  to  keep  a  constant 

on  the  market,  learn  about  technical  indicators  and  get  st 

ideas  from  many  of  the  site's  skilled  amateurs.  There  is  al 

great  customizable  portfolio  tracker. 

►  BEST:  The  A-list  provides  a  daily  overview  of  stocks  to 

watch. 

►WORST:  Cutesy  names  for  the  different  sections  leave 

newcomers  baffled. 
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INVESTING  IN     HE  NEXT  GENERATION  OF  THE  INTERNET 


PERFORMANCE 


OneSource 


FROM    SCHWAB 


1-800-5-NO-LOAD 


77.25% 


total  return  12  months 

(3/31/99-3/31/00) 


143.88% 


average  annual  return -3  years 

(3/31/97-3/31/00) 


99.25% 


average  annual  return  since  inception 

(10/21/96-3/31/00) 


#1 

***** 

" 

RANKED  BY  UPPER 

OF  ALL  EQOITY 

MORNINGSTAR  OVERALL  RATING 

1 

MUTUAL  FUNDS* 

Overall  risk-adjusted  performance.  Fund  was 

for  the  3-year  period  ended  3/31/00  out  of  4,766 

rated  among  3,571  domestic  equity  funds  for 

universe  of  all  equity  mutual  funds. 

the  period  ended  3/31/00. 

100  o/o 

NO    LOAD 


www.kineticsfunds.com 

1.888.FUNDWWW 
(1.888.386.3999) 
ticker  symbol:  WWWFX 


Performance  data  quoted  represents  past  performance  and  does  not  guarantee  future  results.  Figures  include 
changes  in  principal  value,  reinvested  dividends,  and  capital  gains  distributions.  Investment  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  original  purchase.  Performance  shown 
occurred  during  a  period  of  generally  favorable  market  conditions. 

Because  the  Fund  invests  in  a  single  industry,  its  shares  do  not  represent  a  complete  investment  program.  Internet 
stocks  are  subject  to  a  rate  of  change  in  technology,  obsolescence  and  competition  which  is  generally  higher  than 
that  of  other  industries,  and  have  experienced  extreme  price  and  volume  fluctuations.  As  a  non-diversified  and 
single  industry  fund,  the  value  of  its  shares  may  fluctuate  more  than  shares  invested  in  a  broader  range  of 
industries  and  companies. 

Fund  inception  date:  10/21/96.  For  more  information,  including  fees  and  expenses,  call  for  a  prospectus. 
Read  it  carefully  before  investing.  Distributor:  T.O.  Richardson  Securities,  Inc.  is  a  member  the  NASD  and  is 
not  an  affiliate  of  the  Fund  or  its  adviser,  Kinetics  Asset  Management,  Inc. 

*For  the  3-year  period  ended  3/31/00  out  of  4,766  universe  of  all  equity  mutual  funds  ranked  by  Lipper  Inc. 
The  Fund  was  ranked  #942  out  of  7,388  universe  of  all  equity  mutual  funds  for  the  1-year  period  ended  3/31/00. 
Rankings  are  based  on  total  return  with  capital  gains  and  dividends  reinvested. 

Morningstar  proprietary  ratings  reflect  historical  risk  adjusted  performance  as  of  3/31/00.  These  ratings 
may  change  monthly  and  are  calculated  from  the  Fund's  3-year  average  annual  returns  in  excess  of  90-day 
Treasury-bill  returns  with  appropriate  adjustments  and  a  risk  factor  that  reflects  fund  performance  below 
90-day  Treasury-bill  returns.  The  Fund  received  5  stars  for  the  3-year  period.  The  top  10%  of  funds  in  a 
broad  asset  class  receive  5  stars. 

Charles  Schwab  &  Co.,  Inc..  member  SIPC/NYSE,  provides  recordkeeping  and  shareholder  services  for  shares 
purchased  through  its  Mutual  Fund  OneSource®  service.  (0000-4014) 
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Kelly  Information  Technology  Resources'"  specializes  in  placing 

IT  professionals.  Whether  you  have  short-term  or  permanent 

staffing  needs,  Kelly  will  meet  them  quickly  and  efficiently. 

For  information,  call  l-888-GO-KELLY,  or  visit  www.kellylT.com 


Kelly  Temporary 
Services" 


Kelly  Engineering 
Resources '" 


Kelly  Mercnandising 
Resources" 


Kelly  Law  Registry 


Kelly  IT  Resources- 


Kelly  Scientific 
Resources' 


Kelly  Staff  Leasing 


Kelly  Assisted 
Living 


KELLY 

SERVICES 


O  2000  Kelly  Services,  Inc  All  ngnts  reserved 

An  gqual  opp  .mi.,  .v.  .  -  ( loye' 


Look  what  we  do  now. 


MB  TRADING 

www.mbtrading.com 

MB  Trading  is  a  small  firm  affiliated  witl 
Terra  Nova  Trading  whose  owner,  con 
troversial  former  CBOE  trader,  Geralr. 
Putnam,  also  owns  Archipelego  ECN 
What  makes  MB  unique  is  its  custome: 
service  and  reasonable  pricing:  fron 
$22.95  per  trade  for  under  20  trades  pe 
month  to  $14.95  per  trade  if  you  mak< 
400  or  more  trades  per  month.  MB's  Rea 
Tick  trading  platform  is  reliable  and  fast 
offering  Level  II  quotes,  position  moni 
tors,  alerts,  screens,  news,  charting  op 
tions,  streaming  tickers,  a  real-time  P&] 
and  a  smart  order  entry  interface. 

►  BEST:  Offers  three  different  trading 
platforms  each  with  its  own 
capabilities. 
►WORST:  Live  click 
trading  has  preset 
default  options  and  no 
safeguards.  A  wrong  click 
could  put  you  short  a  stock 
instead  of  long. 

TRADERS  ACCOUNTING 

www.tradersaccounting.com 

Anyone  who  trades  20  to  100  times 
week  needs  to  keep  good  records.  Whe 
it  comes  to  figuring  out  your  tax  liabilit 
TradersAccounting.com  is  the  site  to 
to.  For  $75  to  $120  per  hour,  the  site  w 
complete  your  tax  forms  and  even  teat 
you  how  to  keep  the  IRS  away  from  yo 
gains.  You  can  also  e-mail  questions 
pros  or  check  the  useful  Q&A  archive. 

►  BEST:  A  free,  customized  spreadshee 
for  recording  transactions. 
►WORST:  Broken  links. 


WEB  TIP 

If  Level  II  quotes  arc 

ginning  to  bore,  bring 

into  the  third  dimens 

3dStockCharts.com 

our  review  at  forb 

best.com. 


UNDERGROUND  TRADER 

www.undergroundtrader.com 

Among  day  traders,  UndergrouJ 
Trader  has  a  reputation  for  making  j 
ning  picks.  Head  trader  Jay  Yu  trad 
stocks  that  are  moving,  looking  to  mi 
a  buck  or  two  off  momentum,  newsj 
technical  analysis.  Go  to  the  Pit  for  Jaj 
enabled  real-time  recommendations! 
companied  by  useful  explanations. 
►  BEST:  Offers  books  and  courses  that  wil 
teach  you  all  you  need  to  know  to  start  tradj 
►WORST:  Some  information  comes  at  I 
hefty  fee;  a  home  study  course  costs  $75J 


CAPITALISTi 
MATCHMAKER. 


(    ForbesFinder™    )  Like  any  good 
capitalist,  you  want  things.  Like  good 
information.  And  an  efficient  way  to  find  it. 
Whether  it's  business,  technology  or 
investing,  ForbesFinder™  searches  the 
entire  web  to  find  what  you  want.  While 
you're  still  young  enough  to  use  it. 


Forbes/:, 


$]ii 


an  be  captured  in  this  little  fra 
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oducing  Shutterfly.™  Delivering  35mm-quality  pictures  from  your  digital  camera. 


d  your  digital  pictures  to 
*    Shutterfly.com.  (We 
ensure  privacy  with  our 
/     secure  servers.) 


^£  Let  US  create  gorgeous  prints  from 
j  ,      the  pictures  you  select.  (We 
rp^n    optimize  color  and  sharpness 

with  our  VividPics™  technology.) 


3  Enjoy 


35mm-quality  prints  —  ready  for 
frames  or  photo  albums.  We'll 
mail  them  directly  to  you  or  your 
friends  and  family. 


through       YXHOOf,  PhotOS    photos.yahoo.com 


'Shutterfly 


.com 
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Market  Buzz 


You  can  accuse  us— being  a  print  product— of  sour  grapes,  but  from  where  we  sit  most  of  what  passes  for  business 
news  on  the  Net  is  nothing  of  the  kind.  It's  mostly  stock  market  chatter,  seemingly  aimed  at  stimulating  people's 
trading  juices.  In  that  sense  many  CNNfn  features  seem  identical  to  those  on  Marketwatch  or  The  Street.com  or 
Bloomberg.  For  serious  business  news  we'd  stick  to  our  favorite  listed  below  or  the  excellent  FT.com,  Web  site  of 
London's  Financial  Times,  featured  in  our  last  issue  as  one  of  the  best  for  international  coverage. 

But  if  you  think  you  need  to  keep  up  with,  and  maybe  minutes  ahead  of,  breaking  market  stories,  we  list  below 
what  we  think  are  the  best  of  the  lot.  —Jessica  Smith 


DOW  JONES  INTERACTIVE 

www.djinteractive.com 
If  you  are  going  to  pay  $59.99  for  a  year's 
subscription  to  the  Wall  Street  Journal  In- 
teractive, you  might  as  well  add  $10  and 
get  Dow  Jones  Interactive  instead.  This 
site  is  the  mother  of  all  business  news 
sites.  You  get  all  of  the  online  versions 
*«f  Dow  Jones  publications  including 
Vie  Wall  Street  Journal  and  Barron's, 
plus  a  searchable  database  of  more  than 
6,000  other  periodicals  from  Fertilizer 
International  to  the  Wall  Street  Letter. 
Finding  articles  is  intuitive,  but  once  you 
find  what  you  want  to  read  it  will  cost  an 
extra  $3  per  article  for  full-text  versions. 
The  site's  "newsstand"  includes  daily  sto- 
ries from  major  papers  and  magazines  in- 
cluding the  New  York  Tunes,  the  Washing- 
ton Post,  FORBES  and  The  Economist.  You 
also  get  access  to  Web  resources  from 
market  data  to  industry  comparisons. 

►  BEST:  Handy  news  clip  service  and  no 
flashing  banner  ads! 

►  WORST:  The  sheer  volume  of  informa- 
tion slows  this  site  down. 
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AMERICAN  CITY  BUSINESS  JOURNALS 

www.bizjournals.com 

If  you  want  to  check  out  the  business  scene  in  Sacramento 
or  Dayton,  or  dozens  of  other  smaller  cities,  go  to  Amer- 
ican City  Business  Journal's  Web  site.  It  offers  a  daily  list 
of  top  biz  stories  from  journals  around  the  nation  and 
links  to  each  city  journal.  Especially  helpful  for  small  busi- 
ness owners.  The  Consultants  Unlimited  section  features 
articles  from  Bizjournal  columnists  like  Mie-Yun  Lee  of 
Buyerzone.com  who  gives  advice  on  such  things  as 
whether  your  company  is  ready  to  upgrade  to  its  own 
server.  Many  of  the  articles  have  links  to  companies  men- 
tioned in  them. 

►  BEST:  Local  detail  and  downloadable  version  of  small  business, 
resource,  the  Book  of  Lists. 

►  WORST:  Lack  of  critical  coverage  at  local  journals. 


BI-OOMBERG.COM 

www.bloomberg.com 
If  you  are  an  active  market  player,  this  is  a  fine  site  for  you. 
You  can  click  on  Bloomberg  Radio,  Bloomberg  TV, 
Bloomberg  magazine,  and  of  course  an  abundance  ol 
Bloomberg  news  reports.  This  is  wire-style  news,  straight- 
forward, comprehensive  and  continual.  Reams  of  data  oi 
stocks,  bonds,  currencies,  options  and  indexes.  There'^ 
also  an  IPO  section,  financial  calculators  and  portfolk 
trackers.  Offers  a  section  for  business  owners,  but  like  mosj 
of  the  sites,  it  is  heavy  on  market  chatter. 

►  BEST:  Listen  to  customized  versions  of  Bloomberg  Radio— 
from  market  news  to  Urban  Business  Report— while  you  work. 

►  WORST:  Busy  design  sorely  in  need  of  a  makeover. 


CBS  MARKETWATCH 

www.marketwatch.com 
A  market-oriented  news  site  best  suited  for  stock  marke 
junkies.  Reports  are  fairly  predictable  and  often,  in  wha 
seems  like  an  effort  to  fill  space,  articles  drone  on.  Moil 
of  the  columns  are  soggy.  A  lot  of  the  sections,  such  a| 
B2B  Marketplace,  are  nothing  more  than  links  to  oth 
Web  sites. 


LOOKING    FOR 


ETTER  WAY 
TO  TRACK 
A   STOCK! 


First  there  were  delayed  quotes 
"hen  real  time  quotes.  Now  there's 
Jtock  Pulse  —  one  of  the  most 
idvanced  stock  tracking  tools  ever 
nade  available  to  investors. 
The  real  beauty  of  Stock 
>ulse  is  its  simplicity.  It  provides 
ou  with  dynamic,  real-time 


streaming  quotes.  But  unlike  other 
tracking  tools,  Stock  Pulse  presents 
them  to  you  in  a  graphical  format. 
Which  means  you  can  see  at  a 
glance  just  how  a  particular  stock,  or  a 
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JB   "MONEY  Magazine  June  1999  'Survey  of  Online  Brokers'".  System  availability,  trade  execution  and  reporting  times  may  vary  due  to 
H  market  volatility,  volume,  system  performance  and  other  factors.  NDB  does  not  provide  tax,  legal  or  investment  advice.  Secunties 
3E  products  and  services  are  offered  through  NDB.  NDB  is  a  National  Discount  Brokers  Group  inc  ,  company  NDB  is  Member  NASD/SIPC. 

ndb.com     1-800-4- I -PRICE 


group  of  stocks,  is  trending. 

Some  day,  all  investors  will  have 

tools  as  advanced  as  Stock  Pulse. 

But  right  now,  only  NDB  customers 

have  it.  You  see,  Stock  Pulse  is  just 
another  way  in  which  National 
Discount  Brokers  is  making  online 
trading  easier  for  everyone. 

For  more  information  or  to  open 
an  account  with  us,  visit  our  web  site 
at  ndb.com  or  call  1-800-4-1 -PRICE. 

•••*• 

-"MONEY  Magazine's  highest  overall  rating"* 

Because  if  you're  thinking  about 
going  with  any  other  online  broker, 
you're  way  off  track. 


NATIONAL  DISCOUNT  BROKERS 

We  take  you  under  our  wing. 
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to  CNBC  .or 


Sue  Herera's  smiling  face  coaxes  you  to  input  personal  data. 

*■  BEST:  Fast,  up-to-the-minute  market  coverage  and  lots  of  em- 
bedded links. 

►WORST:  A  cluttered  site  that  tries  to  pack  in  everything  on 
the  front  page,  along  with  blinking  ad  banners.  Also,  too  many 
long-winded  articles. 


CNBC.COM 

www.cnbc.com 

If  you  are  addicted  to  CNBC's  cable  TV  coverage,  you 

should  feel  at  home  here.  Endless  blah-blah  about         web  tip 

short-term  market  action  and  whether  or  not  For  topflight 

....  .        ,        .  technology  news 

somebody  is  going  to  meet  analysts  estimates.     coveragei  cneck  out  CNet 

Tabs  at  the  top  take  you  to  sections  on  bonds,       at  www.news.com.  It's 

stocks,  funds,  etc.  Reports  and  analyses  are 

mostly  from  CNBC's  own  reporters.  Register  for 

free  and  a  virtual  version  of  Sue  Herera  helps  you 

through  the  process.  Receive  e-mail  alerts  and  a  daily  e- 

mail  newsletter.  Lots  of  personal  finance  advice,  most  of  it 

overly  general  and  familiar. 

►  BEST:  Miss  a  stock  pick  on  TV?  You  will  find  it  here. 

>  WORST:  Stock  market  hype  seems  designed  to  make  you  itch 
to  trade— and  make  your  broker  richer. 


STOCKHOUSE  USA 

www.stockhouse.com 

Another  site  with  a  strong  point  of  view.  Vancouver,  B.C.- 
based  Stockhouse  is  a  well-designed  news  aggregator  whose 
editors  scan  400  sources  across  the  Web  and  then  post  what 
they  regard  as  the  most  important  headlines,  with  links, 
on  its  home  page.  Clicking  on  them  will  take  you  to  news 
sites  ranging  from  the  Charlotte  Observer  to  MSNBC.com 
to  the  South  China  Morning  Post.  Stockhouse  also  has  its 
own  reporters  working  on  original  stories  from  their  bases 
in  the  U.K.,  China,  the  U.S.,  Australia  and  Canada.  But  the 
best  stuff  comes  from  outside  providers.  Type  in  a  stock 
symbol  and  get  a  page  with  a  chart  (available  in  multiple 
currencies),  news  releases  and  clips  from  around  the  Web 
on  the  company.  Also  featured  are  interviews  with  portfo- 
lio managers,  chief  executives  and  industry  experts.  And 
if  you  like  to  gossip,  check  out  the  site's  BullBoards. 
k  BEST:  International  coverage  and  easy  navigation. 

WORST:  Platinum  snapshots  are  supposed  to  profile 
important  companies,  but  instead  read  like  marketing  releases. 


reviewed  at 
forbesbest.com 


DAVENETICS 

www.davenetics.com 

If  you  want  your  news  with  a  strong  point  of  view  this  site 
is  worth  trying.  An  icon  at  the  top  of  the  home  page  shows 
Dave  Pell  hunched  over  his  computer.  Presumably,  he  has 
been  at  it  all  day,  scouring  the  Web  and  compiling  the  juici- 
est news — and  other  odd  bits — from  dozens  of  major  and 
minor  tech -related  Web  sites,  including  Wired,  Slashdot 
and  ZDNet.  He  lists  the  URLs,  precedes  each  with  a  funny 
and/or  insightful  introduction,  and  then  sends  them  out  to 
subscribers  in  a  daily  afternoon  e-mail.  Chief  Dotcono- 
mist  Pell  is  actually  the  managing  director  of  an  Internet 
startup  consulting  firm.  He  also  has  a  sense  of  humor. 
"Connecting  the  dot-coms"  is  how  he  describes  his  work. 
Visit  the  Web  site  for  a  list  of  the  day's  Web-related  news. 
There  is  also  an  archive. 

►  BEST:  Great  job  distilling  the  news.  Especially  liked  2000 
predictions,  including  the  next  wave,  B2ME. 

►  WORST:  Site  is  graphically  challenged. 


WALL  STREET  JOURNAL 
INTERACTIVE  EDITION 

www.wsj.com 

This  is  a  terrific  site  for  real  business  news,  as 
opposed  to  breathless  stock  market  hype.  The 
only  reason  it  isn't  our  favorite  site  is  because  you 
can  already  get  it,  and  more,  by  subscribing  to  Dow-' 
Jones  Interactive  for  just  ten  bucks  more  a  year.  If  you  al- 
ready have  a  subscription  to  the  print  version,  you  can  sub- 
scribe to  WSI.com  for  an  additional  $29  a  year.  If  you  don't 
already  buy  the  print  version,  the  online  version  will  run 
you  $59  a  year — still  a  bargain.  Your  subscription  includes 
access  to  Barron's  online  and  WSJ  Asia,  Europe  and  regional 
editions.  The  Wall  Street  Journal  online  is  designed  so  yoi 
can  find  the  various  sections  of  the  paper  easily.  Lead  para- 
graphs of  top  stories — updated  throughout  the  day — run 
down  the  center  of  the  screen.  One  drawback:  Retrieving 
articles  more  than  30  days  old  costs  extra.  The  Persona 
Journal  section  allows  you  to  customize  portfolios  anc 
news  coverage  and  choose  e-mail  alerts. 

►  BEST:  Outstanding  daily— and  even  hourly— news  coverage. 

►  WORST:  Brightly  colored  banner  ads  don't  fit  with  black- 
and-white  layout  of  editorial  content. 


Forb 


ews  section  offers  up-to-the-minute  corn- 
analysis  on  the  tech  sector  five  days  a  week 
There  are  regular  feature  stories  on  topics  like  verm; 
capital,  convergence  and  e-commerce,  plus  tech  coi 
nists  like  John  C.  Dvorak  and  Jon  Swartz.  Of  course  at 
Forbes.com  you  also  get  current  and  archived  editions  i 
FORBES  magazine,  Forbes  ASAP  and  Forbes  Global. 
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Bit's  as  if  Albert  Einstein 
ere  auailable  online  to  help 


ith  your  physics  homewor 


J.P.  Morgan  &  Co.  Incorporated.  J. P.  Morgan  is  the  marketing  name  for  J.P.  Morgan  &  Co.  Incorporated  and  its  subsidiaries  worldwide.  J.P.  Morgan  Advisory  Services  Inc. 
sr  SIPC.  Investments  may  decline  in  value,  including  potential  loss  of  principal.  Investments  are  not  FDIC  insured  and  are  not  guaranteed  by  a  bank. 
Einstein™  represented  by  the  Roger  Richman  Agency.  Albert-Einstein.net 
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Agillion  puts  you  in  the  driver's  seat  by  centralizing  all  of  your  customer 
information  and  activities.  With  our  e-Business  Dashboard™  you'll  have  one-touch 
access  to  all  of  your  customer  data  as  well  as  services  like  e-mail,  shipping,  online 
news,  research  and  more.  And  Agillion  Personal  Pages  let  you  and  your 
customer  share  information  just  for  them.  It's  true  personal  service,  Web-style. 


Running  a  small  business  isn't  easy.  There's  competition  at  every  turn. 
You'd  like  to  get  into  e-business  but  not  at  the  expense  of  the  personal 
attention  that  brought  customers  to  you  in  the  first  place. 


Small  business, 
start  your  engines. 


Here's  the  good  news:  Agillion's  powerful  new  e-business  service  lets  you 
sell,  serve  and  manage  customers  over  the  Web.  Agillion™  assures  you  a 
constant,  up-to-date,  360-degree  view  of  your  customers.  With  Agillion, 
you're  always  one  step  ahead  —  everyone  in  your  company  can  now  link 


directly  with  your  customers,  partners  and  vendors. 


Best  of  all,  Agillion  is  for  everybody.   No  IT  experience  necessary,   no 
expensive  software,  and  it's  all  completely  secure.  If  you've  got  an  Internet 


connection  and  a  browser,  you're  in  e-business. 


Agillion  will  help  you  make  each  customer 


feel  like  your  only  customer.  Buckle  up  and  log 


on  to  Agillion.  The  big  engine  for  small  business. 


©2000  Agillion,  Inc.  Agillion  (ah-JILL-ion)  and  e-Business  Dashboard  are  registered  trademarks  of  Agillion,  Inc. 
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E-Families 


Despite  the  excitement  of  trading  your  own  stocks  online,  mutual  fund  investing  is  still  a  sound  discipline.  If  your 
money  is  in  funds,  your  fund  family's  Internet  presence  could  make  managing  your  account  easier.  There  are 
8,000  funds  and  hundreds  of  fund  families  out  there.  Most  have  Web  sites.  The  good  ones  provide  detailed  fund 
information,  investor  education,  planning  tools  and  will  let  you  trade  into  and  out  of  their  funds  via  their  site.  No 
more  waiting  on  hold  just  to  order  a  prospectus.  Download  it  at  your  fund's  site  and  hit  print.  Our  survey  looks  at 
the  best  among  the  bigger  mutual  fund  families.  —Michael  Freedman 


THE  VANGUARD  GROUP 

www.vanguard.com 

This  well-organized  site  offers  an  abun- 
dance of  information  on  Vanguard's 
more  than  100  funds.  There  are  ample 
fanning  tools,  PDF  prospectuses,  even 
profiles  of  non-Vanguard  funds.  Account 
holders  with  more  than  $250,000  get 
special  treatment.  Vanguard  also  recog- 
nizes that  many  investors  own  funds 
from  more  than  one  family.  So  even  if 
you  have  a  Fidelity  401  (k),  a  Kemper 
Roth  IRA  and  a  Vanguard  equity  fund, 
you  can  customize  your  home  page  to 
update  the  values  of  all  the  funds. 
*■  BEST:  The  site's  Vanguard  University 
offers  ten  "courses"  complete  with  tests  and 
a  list  of  recommended  reading. 
►WORST:  If  you  want  to  access  your  Van- 
guard accounts  online,  you  have  to  wait  for  a 
letter  from  Vanguard  to  arrive  in  the  mail. 
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CHARLES  SCHWAB 

www.schwab.com 

Schwab's  own  family  of  funds  consists  of  fewer  than  35 
funds  but  Schwab  still  rates  highly  because  its  site  acts  as  a 
gateway  to  more  than  250  fund  families  and  nearly  1,700 
funds.  Besides  detailed  Morningstar  profiles  on  all  funds, 


there  are  quick  links  to  each  fund  family's  site  where  you  car 
view  prospectuses  and  manager  interviews.  You  can  punch 
in  up  to  five  funds  at  once  for  quick  on-screen  comparison; 
and,  by  keeping  your  various  funds  at  Schwab,  get  consoli- 
dated statements. 

BEST:  Tax-efficiency  ratings  and  screens. 
►WORST:  Getting  back  to  your  account's  main  screen  from  deep 
inside  parts  of  Schwab's  funds  section  is  baffling. 


DREYFUS  FUNDS 

www.dreyfus.com 

Tap  daily  pricings  on  one  of  over  150  Dreyfus  funds  or  vari 
able  annuities  on  this  easy-to-use  site.  If  you  open  an  ac 
count,  you  can  access  the  financials  of  8,000  other  fund 
and  get  stats  from  Standard  &  Poor's,  First  Call  and  Lippe 
Analytical.  Planning  and  education  section  covers  annuitie 
and  municipal  bond  funds  along  with  other  features  like 
retirement  center  and  a  college  savings  center  to  help  yo 
figure  out  how  much  you  need  to  save,  and  the  best  tacti( 
to  do  it. 

*■  BEST:  Comprehensive  suite  of  calculators,  including  IRA 
evaluators  and  budgeting  calculators. 
►WORST:  Buried  content.  Dig  deep  or  you'll  miss  gems  like  a 
recent  story  on  Asian  markets. 


FIDELITY  FUNDS 

www.fidelity.com 

Like  Schwab,  this  is  an  excellent  one-stop  site.  Easy-to-aca 
fund  information,  market  news,  fund  evaluator  and  step-b 
step  retirement  tools  and  calculators.  While  all  this  makes  1 
home  page  a  little  cluttered,  this  site  is  still  a  must  for  Fide 
fund  or  401  (k)  holders.  You  can  screen  and  compare  3,C 
funds  available  through  the  firm  and  also  pull  up  prospec 
for  each.  You  can  customize  the  site  to  serve  up  news  that  i 
terests  you.  A  great  feature:  the  site  lets  you  interact  dire 
with  Fidelity.  For  instance,  you  can  chat  online  with  select  1 
delity  managers  or  you  can  tap  investor  guides  to  learn 
bond  and  international  investing.  Fidelity  even  provides  | 
forms  on  its  site. 

►  BEST:  Searchable  electronic  statements. 
►WORST:  No  links  to  other  fund  family  sites. 


V"H   .   M.V7-)  ^nnn 


ooner  or  later  someone  in  your  industry  will  figure  out  how  to 
se  the  Internet  to  .  -.  . 

send  profits 
through  the  roof 


1 


tnignt  as  wen  oe  you. 


Most  companies  find  that  the  Internet  can  help  them 
reach  new  customers  or  cut  costs. 

But  the  truly  forward-looking  companies  are  trying  to  do 
even  more. 

They're  looking  for  ways  to  transform  their  business  or 
even  their  industry.  That  means  fundamentally  rethinking 
how  things  are  currently  done  and  creating  new  business 
models  that  rewrite  the  rules  of  competition. 

ZEFER  works  with  its  clients  to  create  these  breakthrough 
business  models  -  not  just  Internet  capabilities.  We'll  help 
you  explore  your  strategic  options  and  build  a  dynamic 
e-business  that  creates  value  in  new  ways.  And  positions 
you  for  the  future. 

Why  shouldn't  you  be  the  one  to  reinvent  your  industry? 
The  sky's  the  limit. 


ZEF3R 


www./< 
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FRANKLIN  TEMPLETON 

www.franklintempleton.com 

Check  price,  performance,  top  holdings  and  capital  gains 
distributions  on  any  of  Franklin  Templeton's  more  than 
1 10  funds.  Some  funds,  like  Mutual  Shares,  give  examples 
of  investment  style  by  citing  why  its  managers  bought 
Chase  Manhattan  and  MCI  in  the  mid-1990s.  No  mention, 
however,  of  its  biggest  holding,  Sunbeam,  which  ended 
badly.  You  can  easily  download  fund  prospectuses,  semi- 
annual and  annual  reports  here  (uses  Adobe  Acrobat  for- 
mat). Investor  education  section  covers  dollar  cost  averag- 
ing and  understanding  risk. 
►BEST:  Excellent  glossary. 

►  WORST:  Only  one  calculator,  no  fund  screener.  College  cost 
planner  is  a  worksheet  rather  than  an  interactive  tool. 


GABELLI  ASSET  MANAGEMENT 

www.gabelli.com 

At  Mario  Gabelli's  cluttered  Web  site,  you  can  compare 
performance  of  your  Gabelli  fund  to  others  in  the  fund  fam- 
ily, or  against  the  Dow  Jones  Industrial  Average  or  S&P  500. 
For  average  annual  returns  and  investment  objectives,  click 
on  the  name  of  the  individual  fund.  Breakdowns  in  terms  of 
geographic  region,  industries  and  top  holdings  are  useful. 
►  BEST:  Great  links  to  foreign  stock  exchanges,  government 
agencies  and  sites  of  general  interest  to  investors. 
►WORST:  Too  many  self-promotional  news  items. 


KEMPER 

www.kemper.com 

Who  says  a  fund  site  has  to  be  boring?  Kemper's  site  is  very 
well  organized  with  attractive  graphics  and  fresh,  lively  news 
and  market  commentary  But  while  there's  plenty  of  infor- 
mation about  Kemper  funds,  including  all  the  standard  stats, 
comparing  it  all  involves  a  great  deal  of  clicking  and  scrolling. 


Screen  Pick 


Come  to  Forbes.com's  Fund  Center  for  all  the  Forbes  fund 
surveys  and  regular  fund  coverage.  Doing  some 
research?  Use  our  proprietary  "up-market,  down-market" 
mutual  fund  rating  to  help  find  the  right  fit  for  your 
investment  needs.  Investors  can  also  try  out  our  fund 
expense  calculator  and  screening  tool  to  compare 
thousands  of  domestic  and  offshore  funds. 


►  BEST:  Nice  references  to  additional  readings  about  the  econ- 
omy, investing,  markets  and  financial  planning. 
►WORST:  Your  fingers  ache  from  all  the  clicking. 


OPPENHEIMER  FUNDS 

www.oppenheimerfunds.com 

The  usual  fund  summaries  with  top  10  holdings,  invest- 
ment philosophy  and  performance.  But  it  also  features  a  tax 
center,  good  Roth  IRA  calculator,  news  and  convenient 
shareholder  services  like  transfers  and  check  writing. 
There's  also  planning  advice  and  if  you  take  a  minute  to  fill 
out  a  questionnaire,  Oppenheimer  will  have  a  financial  ad- 
visor contact  you. 

►  BEST:  Beginners  will  love  the  ten  basics  of  fund  investing  that 
cover  annual  compounding  and  diversification. 

►  WORST:  Does  Oppenheimer  screen  the  financial  advisors 
who  contact  you? 


PUTNAM  INVESTMENTS 

www.putnaminv.com 

At  Putnam  Investments'  Web  site  you  can  pull  up  profile 
and  invest  in  116  different  mutual  funds.  The  site,  which 
easy  to  navigate,  offers  a  basic  investor  education  section  anj 
a  decent  glossary  of  investing  terms.  The  site  also  provide^ 
quick  links  to  a  retirement  planner  and  to  explanations  aboij 
the  benefits  of  a  variety  of  IRAs  and  the  tax  consequences  < 
each.  But  the  site  lacks  some  of  the  capabilities  that  othd 
fund  sites  have.  For  instance,  you  can  check  your  account  bi| 
you  can't  process  transactions  online. 

►  BEST:  The  site  provides  newsletters  and  information 
on  new  IRA  rules. 

►  WORST:  No  online  transactions. 


Golden  future:  Daddy  manages  his  mutual  fund  over  the  Web. 


T.  ROWE  PRICE 

www.troweprice.com 

Against  the  backdrop  of  a  bright  blue  screen,  click  on  marlj 
data,  financial  news,  prospectuses  and  access  your  accou 
There  is  plenty  of  investor  education,  detailed  manag 
interviews,  calculators  for  such  things  as  tax- efficiency 
e-mail  updates  with  market  data.  You  can  invest  in  more  I 
1,000  funds  from  more  than  100  families  here. 
►  BEST:  Great  design,  plus  the  Tools  &  Insights  section. 
►WORST:  Click  Non-T-Rowe  Price  Funds  and  it  will  take  at 
least  four  screens  before  you  get  any  useful  fund  info. 
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We  thought  it  was  time  that  every  company  had  access  to  a  great 

'         soiutiomby  communications  network.  So  we've  joined  forces  with  Nortel  Networks. 

NORTEL  Together,  we've  designed  network  solutions  that  give  any  size  company  the 
NETWORKS™ 
communications  power  of  a  corporate  giant.  You  get  Internet  access  up  to 

100  times  faster  than  a  dial-up  connection. 

Enough  bandwidth  for  full-motion  videoconferencing.  And  high-quality 

local  and  long  distance  phone  service.  All  courtesy  of  our  small  antenna  on  ^R^||#^^^wfr 

the  roof  of  your  office  building.  Get  to  know  Teligent.  And  get  connected  ■^^■■^^^^i  mm 

to  a  real  network.  For  more  information,  visit  www.teligent.com.  The  smart  way  To  communicate 
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The  Smart  Way  To  Communicate. 


©2000  Teligent.  Inc.  Teligent,  SmartWave  and  The  Smart  Way  To  Communicate  are  exclusive  trademarks  of  Teligent.  Inc. 


Investing  I  BONDS 


Bonding  Online 

On  the  Web,  bond  investors  have  far  fewer  choices  than 
stock  investors.  The  only  E-Trade-style  bond  brokerage 
to  make  our  list  is  a  startup  named  Tradebonds.com. 
Even  at  this  ambitious  site,  much  of  what  you  find  is 
geared  toward  the  institutions  that  buy  most  bonds- 
banks,  insurance  companies  and  pension  funds.  The 
good  news  is  that  there  is  a  growing  amount  of  infor- 
mation on  bonds— including  pricing— available  for  free 
or  at  little  cost.  Bloomberg  had  better  watch  out. 

— Stephane  Fitch 


SMARTMONEY.COM 

www.smartmoney.com/intro/bonds 
The  bond  section  of  SmartMoney.com's 
well-designed  site  has  nearly  everything  a 
tail  bond  investor  needs.  There  is  bond- 
arket  commentary  from  Dow  Jones 
Newswires  as  well  as  service-oriented 
features  from  the  SmartMoney.com  staff. 
The  bond  investing  primer  covers  topics 
such  as  investing  for  income  versus  profit, 
creating  a  laddered  bond  portfolio,  under- 
standing yield  curves,  and  knowing  the 
difference  between  buying  a  bond  and 
buying  a  bond  fund.  There  are  lots  of  nice 
features  here  including  a  bond  yield  calcu- 
lator, a  glossary  and  a  nifty  "living  yield 
curve"  that  gives  an  animated  representa- 
tion of  the  Treasury 
yield  curve  dating  back 
to  1977. 

BEST:  Smart  features 
like  Ten  Things  Your  Bro- 
ker Won't  Tell  You  About 
Bonds. 

►  WORST:  No  tools  for 
bond  pricing. 


BRIEFING.COM 

www.bricfing.com 

bricfing.com  is  a  good  place  to  find  news,  analysis  and  data 
to  help  you  track  bonds  you  own  or  want  to  buy.  It  costs  $25 
a  month  to  gci  access  to  bond  research  and  prices.  The  site's 
chief  analysts  come  from  MMS  International,  the  research 
issociated  with  Standard  &  Poor's. 


BEST:  Clear  unbiased  reporting. 
►WORST:  This  drab  site  needs  a  redesign. 

BUREAU  OF  PUBLIC  DEBT  ONLINE 

www.publicdebt.treas.gov/bpd/bpdhome.htm 

The  Web  site's  name  isn't  exactly  snappy,  and  the  design  is 
archaic,  but  the  Bureau  of  Public  Debt  Online  will  allow  you 
to  buy  Treasury  bonds,  notes  and  bills  directly  from  the  gov- 
ernment. There  is  also  a  downloadable  savings  bond  wizard 
that  helps  you  keep  track  of  your  bonds'  interest  and  re- 
demption value.  You  can  also  keep  tabs  on  the  total  amount 
of  money  owed  by  the  government  down  to  the  penny.  It  was 
$5,737,569,465,214.72  at  9  a.m.  EST  on  Apr.  20. 
►  BEST:  Buy  Treasurys  directly  at  auction. 
►WORST:  Crummy-looking  design. 


CONVERTBOND.COM 

www.convertbond.com 

Convertible  bond  and  preferred  buyers  should  bookmark 
ConvertBond.com,  now  published  by  Morgan  Stanley.  It  of- 
fers detailed  analysis  on  800  convertible  issues,  plus  news, 
chat  rooms  and  search  functions.  There  is  also  a  handy  port- 
folio manager  tool  to  keep  track  of  your  bonds.  Fees  start  at 
$10  a  month  for  the  first  tier  of  service. 
*  BEST:  The  most  comprehensive  source  on  converts. 
►  WORST:  Clunky  navigation  and  minuscule  text. 


INVESTINGINBONDS.COM 

www.investinginbonds.com 

This  site  is  sponsored  by  industry  mouthpiece,  the  Bond 
Market  Association.  Come  here  for  the  basics  of  bond  in- 
vesting. Topics  like  What  are  Bonds?  and  How  to  Invest  are 
common.  The  glossary  gives  definitions  for  bond  terms,  and 
pricing  data  is  available  for  corporate  bonds  and  1,000  mu- 
nicipal bonds.  There  are  links  to  dozens  of  broker-dealer 
members. 

►  BEST:  Great  for  novices. 

►  WORST:  Too  much  dumbed-down  advice. 


TRADEBONDS.COM 

www.tradebonds.com 

Tradebonds.com  is  an  E-Trade-style  online  brokerage  that  re- 
quires a  minimum  purchase  of  about  $25,000  in  bonds.  You 
can  buy  several  different  types  of  bonds  here — Treasurys.j 
munis,  corporates,  mortgage-backeds,  zero-coupon  and  cer- 
tificates of  deposit.  The  site  looks  sharp  and  responds  quickly. I 
Members  get  research  from  Stone  &  McCarthy,  e-mail  alerts,! 
data  feeds  from  Briefing.com  and  access  to  two  smart  newslet-f 
tors  published  by  Income  Securities  Advisor  of  Miami  Lakes! 
Fla.  Trades  are  cleared  through  Southwest  Securities  Group! 
and  commissions  or  markups  are  added  to  the  prices  of  th<| 
bonds  quoted. 

BEST:  This  site  levels  the  playing  field  for  retail  bond  buyers. 
►  WORST:  You  can't  buy  less  than  $25,000  in  bonds. 
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Small  World  Sites 


Want  to  check  out  the  action  in  La  Cemento,  a  cement  manufacturer  trading  on  the  Guayaquil  Stock  Exchange?  The 
closing  price  of  Indonesia's  Asia  Tetap  Berbunga  fixed  income  fund?  The  Web  has  taken  a  good  amount  of  the  un- 
certainty out  of  investing  in  emerging  markets.  Nearly  every  viable  emerging  market  country  has  a  site  devoted  to 
its  market  or  investments.  Disclosure  standards  and  rules  are  often  laughable,  but  luckily  you  can  glean  important 
information  from  foreign  companies'  own  Web  sites.  We  recommend  newcomers  start  with  our  favorite,  Emerging 
Markets  Directory,  a  great  site  for  education  and  a  useful  gateway  to  other  foreign  company  and  financial  market 
sites.  Experienced  investors  and  bond  traders  should  head  to  sites  like  ISI  Emerging  Markets  or  Bradynet.com,  which 
give  greater  detail.  For  sites  devoted  to  news  overseas,  visit  Forbesbest.com  where  you  will  find  reviews  of  more  than 
15  international  news  Web  sites.  —Kerry  A.  Dolan 


ABOUT.COM  INVESTING: 
EMERGING  MARKETS 

http://emergingmarkets.about.com 

In  addition  to  descriptions  and  some  analysis  of  a  wide 
range  of  emerging  market  Web  sites,  About.com  offers 
daily  and  weekly  e-mail  newsletters,  a  chat  room,  forums 
and  a  small  selection  of  articles  with  information  about 
investing  in  things  like  technology  or  private  equity  in  a 


EMERGING  MARKETS 
DIRECTORY 

www.emdirectory.com 

Great  reference  site  for  beginners.  Besides 
inswering  basic  questions  like  "What  is 
emerging  market?",  the  site  has  a  glos- 
emerging  market  terms  that 
briefly  defines  everything  from  ADRs  to 
Yankee  bonds.  Don't  expect  stock  tips  or 
stock  prices.  The  main  aim  of  the  site  is 
to  provide  links  to  specific  emerging 
market  sites.  Besides  investing  and  gov- 
ernment sites,  there  are  links  to  overseas 
and  shortwave  radio  sites,  conferences 
and  foreign  publications.  Each  link  has  a 
brief  description.  Check  out  the  handy 
world  clock.  In  Magadan,  it's  12:26  p.m., 
lunch  time.  What  time  is  it  in  Chicago? 
►  BEST:  A  link  to  a  travel  expense 

calculator  that  lets  you 
convert  receipts,  dating 
back  five  years,  into  any 
currency.  It  even 
incorporates  credit  card 
charges  for  the  exchange. 
►WORST:  Pitiful  design. 


range  of  foreign  markets. 

►  BEST:  One-stop  emerging  markets  shopping. 

►WORST:  The  Latin  American  links  page  missed  several  good 

free  sites  that  cover  the  region.  Also,  the  Spotlight  section  is 

occasionally  missing  content— we  found  several  articles  there 

one  day  and  none  at  all  another. 


ASIA  RECOVERY  INFORMATION  CENTER 

www.aric.adb.org 

If  you  are  investing  in  the  Asian  recovery,  bookmark  this  sit 
run  by  the  Asian  Development  Bank.  The  site  tracks  th 
progress  of  five  Asian  countries'  recovery  from  the  economi 
crisis  of  1998-Indonesia,  South  Korea,  Malaysia,  Philippine 
and  Thailand.  As  such,  the  site  is  more  helpful  for  big  pictui 
developments  than  for  data  on  individual  companies  in  tr 
region.  A  "recovery  watch"  features  news  from  various  Asia 
newspapers.  There  are  also  reports  on  bank  and  corpora| 
restructuring,  macroeconomic  performance  and  busine 
confidence;  most  of  this  comes  from  official  sources  like  I 
IMF,  central  banks  and  the  World  Bank. 
►  BEST:  Download  the  daily  market  briefing  for  charts 
comparing  Asian  countries'  stock  prices,  exchange  and 
interest  rates. 

►WORST:  Not  all  data,  including  the  Asian  Recovery 
Information  Center  (ARIC)  indicators,  is  updated  regularly. 


BRADYNET 

www.bradynet.com 

Not  for  emerging  market  beginners.  Bradynet  concentra 
wholly  on  bonds,  and  is  geared  to  those  who  are  already  I 
miliar  with  emerging  market  debt  and  particularly  to  thJ 
who  want  to  trade  it.  The  best  stuff  costs.  BradyNetPro  gj 
for  $99.95  a  month  if  you  want  daily  closing  prices] 
$199.95  for  live  pricing.  You  can  read  a  number  of  free  i 
research  reports  like  the  Latin  America  Adviser  by  Gre 
wich,  Conn. -based  BCP  Securities.  Chat  room  discoul 
ranges  from  Latin  stock  picks  to  whether  or  not  El 
Gonzalez  is  being  drugged  by  the  Castro  regime.  Next  toj 
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chatter  are  Bloomberg  news  stories  with  links. 

BEST:  You  can  track  performance  of  your  Argentine  and  Thai 
government  bonds. 

WORST:  Doesn't  list  its  BradyNet  Pro  for-fee  service  costs, 
even  though  legalese  claims  the  fees  are  revealed  on  a  page 
where  they're  not. 


FT.COM 

http://news.ft.com 

The  Web  site  of  this  London-based  business  newspaper 
doesn't  actually  specialize  in  emerging  markets,  but  does 
post  some  great  info  like  an  analysis  of  the  South  African 
stock  market.  There's  an  emerging  market  government 
bonds  section,  as  well  as  news  on  global  markets,  Asia  Pa- 
cific Equities,  and  various  regions  of  the  world.  Don't  ex- 
pect voluminous  spot  news  or  any  stock  recommen- 
dations. You  can  also  check  out  country  or  industry 
surveys. 

►  BEST:  The  in-depth  country  surveys.  The  survey 
on  Tanzania  covered  mining,  stats  and  privatization. 
►WORST:  Don't  trust  all  the  numbers  in  the 
company  view.  It  gave  us  a  70billion  market  cap  for 
Grupo  Televisa— and  didn't  specify  which  currency. 


PORVENIR  ONLINE 

www.porvenir.com 

For  institutional  investors  looking  for  in-depth  info  abou 
Latin  American  industries  and  corporations.  It  has  no  dail 
stock  quotes  or  charts  of  stock  price  movement,  but  doe 
claim  to  provide  reports  on  2,900  companies  and  30  industr 
sectors  in  seven  Latin  American  economies.  Through  a  lin 
with  stock  markets  in  the  region,  you  can  access  financii 
statements  one  day  after  they're  filed  to  the  bolsas.  Some  re 
ports  are  proprietary  to  Porvenir  (which  is  owned  b 
Thompson  Financial)  or  its  sibling  companies. 

►  BEST:  Time  saver:  Reports  are  rated  using  a  star  system. 

►  WORST:  Can't  customize  news. 


WEB  TIP 

Thinking  about 

investing  in  an  ADR  from 

say,  Ghana?  Monitor  its 

performance  at 

www.global- 

investor.com. 


ISI  EMERGING  MARKETS 

www.securities.com 

Great  for  those  who  can  afford  it.  Offers  news  from  local 
sources  updated  daily,  stock  prices,  analyst  reports  and  mar- 
ket data  from  28  countries,  with  the  strongest  content  prob- 
ably coming  from  Latin  America.  Global  access  runs  $1,900 
a  month;  regional  info  runs  $800-$  1,1 00  a  month,  and  for 
one  country,  it's  about  $450.  For  $250  a  month,  you  get  an 
e-mail  alert  service  (included  in  the  more  expensive  pack- 
ages) that  delivers  news  on  a  specific  region.  What  you  get  is 
detailed  info  like  local  taxation,  opinion  polls  and  macro- 
economic  forecasts. 

►  BEST:  You  can  fully  customize  news  from  your  favorite  countries 
and  companies,  including  an  English  or  local  language  option. 

►  WORST:  Coverage  of  S.E.  Asia.  Baltic  States  is  weak. 


S&P'S  EMERGING  MARKET  DATABASE 

www.spglobal.com 

Early  this  year  Standard  &  Poor's  acquired  th 
Emerging  Markets  Data  Base  from  the  Interna 
tional  Finance  Corporation  (an  arm  of  the  Worl< 
Bank).  The  database  is  a  good  place  to  get  basi 
comparative  info,  but  it  won't  help  you  decide 
which  emerging  market  stock  or  bond  to  invest  in 
The  emerging  market  section  of  the  S&P  site,  in  addil 
tion  to  providing  performance  of  EMDB  indexes,  also  fea 
tures  a  listing  of  corporate  actions  which  link  to  explana 
tory  press  releases. 

BEST:  Well-organized  links  to  54  emerging  markets'  stock 
exchanges,  information  providers  and  local  regulatory  bodies. 
►  WORST:  It's  hard  to  get  really  excited  about  indexes. 


LATINSTOCKS.COM 

www.latinstocks.com 

For  lovers  of  Latin  American  stocks.  Besides  quick  stock 
quotes  and  news  from  Reuters,  the  site  has  some  very  use- 
ful financial  guides  to  most  Latin  American  countries. 
Great  links:  markets,  travel  info,  stock  research,  laws  and 
regulations.  There  are  also  discussion  groups  on  various 
countries  and  even  a  hokey  column  from  a  Brazilian  taxi 
driver  in  Manhattan  who  trades  online  and  passes  along 
tips  from  his  passengers.  Ignore  the  occasional  grammati- 
cal blunder. 

>  BEST:  Suggested  research,  which  provides  short  country  history 
and  brief  financial  outlook. 

►  WORST:  Could  use  a  native  English-speaking  editor. 


WORLDLYINVESTOR.COM 

www.worldlyinvestor.com 

This  portal  has  some  useful  features.  The  ADR  screener  L 
you  scan  by  country  and/or  sector  and  look  at  perform; 
over  a  variety  of  time  periods.  From  there  you  can  link 
news  on  a  specific  ADR,  or  choose  to  compare  a  stock  pr 
chart  to  one  of  a  number  of  indexes  (unfortunately,  there's 
emerging  market  index).  The  emerging  markets  section  h 
on  average,  one  new  article  a  day  on  some  investing  issue 
which  Indian  IT  fund  is  worth  buying. 

►  BEST:  Quotes  on  stocks  link  to  analyst  ratings  and  a  stock 
profile  with  historical  price  graph. 

►  WORST:  Financial  newswire  feed  is  not  linked  into  press 
releases  or  reporting,  so  you  can't  get  all  your  news  in  one  plac 


www.forbes.com/forbesglobal 

Interested  in  investing  in  emerging  markets?  Check 
Forbes'  coverage  of  companies  and  financial  marl 
around  the  world.  There's  a  wealth  of  information  ino 
ing  such  things  as  executive  compensation,  offsh 
funds  and  the  best-performing  foreign  companie 
nearly  30  industry  groups. 
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"You  can't  turn  over 
too  many  rocks!' 


"Global  economies  seem  to  be  recovering, 
intries  are  courting  foreign  investment. 
)oks  like  the  Pacific  Rim  is  bouncing  back. 

"The  key  to  the  upside  globally  is  to 
1  over  a  lot  of  rocks.  Don't  constrain  your 
cing.  Scour  small-cap  stocks  until  you  find 
soon-to-be  gems." 

r.  Bob  Froehlich,  Vice  Chairman,  Global  Strategist 
Kemper  Funds  Group* 


Kemper 
Global  Discovery  Fund 

KGDAX  (as  of  3/31/00) 

Past  performance  is  no  guarantee 
of  future  results. 


75.15%    27.19%    18.55% 

One  Five  Life  of  Fund 

Year  Year  9/10/91  inception  Date 


Talk  to  your  financial  representative  about  the 
long-term  thinking  behind  every  Kemper  fund. 
And  visit  us  at  www.kemper.com  for  detailed 
market  commentaries  written  by  Bob  Froehlich. 

1-800-KEMPER1 


KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world"" 


re  are  special  risk  considerations  associated  with  international  investing,  including  fluctuating  exchange  rates,  government 
jlations,  and  differences  in  liquidity,  which  may  affect  the  volatility  of  the  fund.  Investing  in  securities  of  small  companies  may 
'ive  a  greater  risk  of  loss  and  more  abrupt  fluctuations  in  market  price  than  investments  in  larger  companies. 

opinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  3/00  and  may  not  actually  come  to  pass.  This  information  is  subject 
"lange  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  security. 

sted  average  annual  total  returns  as  of  3/31/00.  Class  A  performance  prior  to  April  15, 1998,  is  shown  from  the  Scudder  "S"  share 
1  ption  date  and  has  been  adjusted  to  reflect  the  current  maximum  initial  sales  charge  of  5.75%.  The  fund's  shares  were  offered  without 
les  charge  until  April  15, 1998.  Kemper  Class  A,  B,  and  C  shares  were  initially  offered  on  April  16, 1998.  Investment  returns  and  principal 
3  will  fluctuate,  so  shares,  when  redeemed,  may  be  worth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of 
00  include  the  maximum  sales  charge  of  5.75%  for  Class  A  shares.  The  returns  measure  net  investment  income  and  capital  gain  or 
from  portfolio  investments  assuming  reinvestment  of  dividends.  Different  classes  of  shares  are  offered,  and  their  performance  will  vary 
tuse  of  differences  in  loads  and  fees  paid  by  shareholders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent 
>rmance  may  be  less  than  shown. 

he  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read  it 
I  ully  before  you  invest  or  send  money. 

^  jsiness  Unit  of  Scudder  Kemper  Investments,  Inc. 

0  Kemper  Distributors.  Inc.  1108950B  (5/22/001 


Dignity 


HELPING  FEED  COMMUNITIES  IN   NEED 


.  is  life  without  hunger." 


Lewis  Niblack  didn't  want  to  be  a  burden. 

As  one  of  a  growing  number  of  homebound  seniors,  his  daily  struggle  to  get  nutritious 
food  limited  his  cherished  sense  of  independence.  Thanks  to  local  grants  from  the 
Senior  Helpings  initiative  created  as  part  of  The  Philip  Morris  Fight  Against  Hunger,  Lewis 
and  thousands  of  hungry  seniors  across  the  country  are  no  longer  kept  on  waiting  lists 
by  their  neighborhood  meals-on-wheels  programs.  Now  that  the  wait  for  food  is  over, 
Lewis  has  regained  his  self-sufficiency.  And  with  it,  his  sense  of  dignity. 

As  part  of  our  ongoing  effort  in  the  fight  against  hunger,  the  people  of  Philip  Morris 

are  committed  to  reducing  waiting  lists  for  meals-on-wheels  programs  nationwide. 

Through  initiatives  such  as  Senior  Helpings, 

we've  been  helping  communities  in  need  May  is  Older  Americans  Month 

for  more  than  forty  years.  This  month,  and  throughout  the  year, 

we  pay  tribute  to  older  Americans  whose 
contributions  enrich  all  our  lives. 

To  find  out  how  you  can  help,  call  today: 

National  Meals  On  Wheels  Foundation 

(616)530-0929 


Working  to  make  a  difference. 


PHILIP  MORRIS  COMPANIES  INC. 

KRAFT  FOODS,  INC.        MILLER  BREWING  COMPANY      PHILIP  MORRIS  CAPITAL  CORPORATION 

PHILIP  MORRIS  INTERNATIONAL  INC.        PHILIP  MORRIS  U.S.A. 

www.philipmorris.com 


Investing  I  HEDGING} 


Reality  Checkers 


Let's  face  it:  Most  online  financial  news  and  commentary  is  little  more  than  overheated  trading  gossip  and  news 
snippets  selected  to  incite  people  to  buy  and  sell  and  make  brokers  rich.  To  avoid  getting  swept  away  in  the  mania, 
smart  investors  will  seek  out  and  visit  the  handful  of  sites  that  maintain  a  skeptical  or  even  bearish  tone.  You  don't 
have  to  swallow  everything  these  sites  say  to  benefit  from  visiting  them.  For  sophisticated  and  well-heeled  investors, 
we've  also  selected  two  sites  helpful  to  those  interested  in  hedge  funds.  — Seth  Lubove 


HEDGEFUND.NET 

www.hedgefund.net 

If  you've  got  a  net  worth  of  $1  million  or 
more,  are  looking  to  invest  and  don't  believe 
that  stock  markets  always  go  up,  you  may 
-  £?ant  to  consider  a  hedge  fund.  (A  true 
y  V  uedge  fund  shorts  some  stocks  while  going 
long  on  others,  hoping  to  make  money 
whichever  way  the  market  moves.)  Hedge- 
fund.net  is  the  top  Web  portal  for  serious 
hedgies,  created  by  Alexander  Shogren 
who  currently  runs  the  investment  and 
marketing  firm  Tuna  Capital.  Besides  news 
and  information,  the  site  has  performance 
rankings  on  more  than  1,300  funds. 
Recent  scoops  include  the  text  of  Julian 
Robertson's  letter  to  shareholders  when  he 
threw  in  the  towel  on  his  once  fabulous- 
ly successful  hedge 
fund.  Our  advice: 
Don't  join  a  hedge 
fund  without  check- 
ing this  site. 

►  BEST:  Plenty  of 
indexes,  charts  and 
graphs. 

►  WORST:  The  silly 
tuna  mascot. 


ANDREW  TOBIAS 

www.andrewtobias.com 

A  witty  and  intelligent  skeptic  amidst  all  the  bull  market 
cheerleaders,  Tobias  offers  three  years'  worth  of  his  daily 
columns  and  a  nifty  mutual  fund  cost  calculator.  Subject 
your  mutual  fund  holdings  to  this  test.  You  may  be  sur- 
prised to  learn  that  your  hot  performing  fund  wasn't  so  hot 
aiter  the  calculator  spits  out  the  true  cost  of  owning  the 
fund — taxes,  management  fees,  trading  costs. 
*■  BEST:  That  nifty  mutual  fund  cost  calculator. 
""WORST:  By  no  means  a  full-service  financial  site. 
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BERKSHIRE  HATHAWAY 

www.berkshirehathaway.com 

Even  if  you  are  a  firm  believer  in  the  New  Era  of  investing,  yo 
will  be  richer  if  you  occasionally  dose  yourself  with  Warrei 
Buffett's  down-to-earth  views.  There  is  more  wisdom  in  thes 
accumulated  Berkshire  annual  reports  than  in  all  the  talkin 
heads  on  TV  put  together.  Reading  these  reports  along  witl 
Ben  Graham's  slightiy  outdated  Intelligent  Investor  will  giv 
you  a  sound  education  in  real  investing. 

►  BEST:  Warren  Buffett's  letters  to  Berkshire  shareholders. 

►  WORST:  Buffett  sometimes  peddles  Berkshire's  wares. 


li 


COMSTOCK  PARTNERS 

www.comstockfunds.com 

One  recent  commentary  made  much  of  the  offering  of  pet 
surance  as  an  employee  perk  by  a  desperate  employer.  It  w 
cited  as  further  evidence  of  inflationary  tightness  in  the  lab( 
market.  Unlike  Buffett,  who  refuses  to  indulge  in  pub 
market-timing,  the  Comstock  people  happily  stick  their  nee 
out.  "Rally  Running  Out  of  Steam,"  the  site's  partners  opim 
in  December  1998,  when  the  Dow  was  still  around  9,000.  T 
site  is  basically  an  advertisement  to  buy  Comstock's  funds. 

►  BEST:  Commentaries  are  fun  to  read. 

►  WORST:  The  only  stock  picks  are  Comstock's  own  funds. 


THE  DISMAL  SCIENTIST 

www.dismal.com 
Though  lacking  specific  investment  advice,  the  writ* 
usually  offer  a  skeptical  perspective  on  investment  fads 
economic  trends. 

►  BEST:  The  Tool  Kit  section,  which  offers  a  custom  40l(k) 
calculator  that  estimates  how  much  you  should  put  away  again 
a  range  of  price  inflation  measures. 

►  WORST:  Shilling  for  Dismal  Scientist  coffee  mugs  and  tote  ba 


FALLSTREET.COM 

www.fallstreet.com 
With  the  best-organized  presentation  and  graphics  of  the 
this  bearish  site  strives  to  live  up  to  its  motto:  "New  Pa 
digm  or  Just  a  Matter  of  Time?"  Produced  by  a  seemir 
precocious  27-year-old  "private  investor,"  the  site  offer: 
up-to-date  market  analysis  with  a  bearish  twist. 
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Saab  is  an  IBM  e-business. 

VI  Web  solution  helps  dealers  share  car  maintenance  records  online,  for  better  service  anywhere  on  the  rod. 
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►BEST:  Links  to  other  bearish  sites  and  global  exchanges. 
►WORST:  Little  by  way  of  specific  investment  recommendations 


FERTIL.EMIND 

www.fertilemind.net 

Strives  to  offer  intelligent  analysis  of  economic  trends 
as  well  as  specific  stocks  from  what  it  vaguely  calls 
"business  people" — as  opposed  to  hot-headed 
traders.  Calling  itself  a  "collective  for  educated  in- 
vestors," the  site  defines  investment  strategies  and  tries 
to  foster  online  discussion  groups. 

►  BEST:  Reports  like  Top  10  Dogs  of  the  Web:  Here's  Why 
They'll  Make  You  Howl,  about  stocks  that  are  bubbles. 

►  WORST:  Heavy  text,  few  graphics. 


HEDGEWORLD 

www.hedgeworld.com 

A  central  community  for  hedgefund  investors  and  managers. 
Offers  news,  portfolio  tools  and  performance  updates.  Like 
HedgeFund.net,  the  site  is  run  by  the  people  at  Tremont  Ad- 
visers. You  get  access  to  Tremont 's  extensive  database  of  more 
than  2,400  funds.  Unlike  HedgeFund.net,  Hedgeworld.com 
charges  fees  up  to  $5,000  for  more  than  its  basic  services. 

►  BEST:  Access  to  a  top  industry  database. 

►  WORST:  Fees.  Lacks  the  authoritative  voice  of  Shogren. 


ITULIP.COM 

www.itulip.com 

Smart  alecky  but  kind  of  fun.  Two  goofy  guys  in  the  Mol 

ley  Fool  tradition  but  with  a  sneeringly  bearish  bias.  Yo 

won't  get  much  investment  advice,  but  at  least  you' 

WEB  TIP  get  some  relief  from  the  trader-oriented  stuff  o 

Goldbugs  who  want  to        .i        .u      c  ■  i    •*. 

read  the  clear  and  logical      the  other  financial  sites, 
lamentations  of  doom,  will      ►  BEST:  Links  to  other  investment  bubble  stories. 

enjoy  www.lemetropole-       ►WORST  Smarmy  opinions. 
cafe.com,  reviewed  at 
forbesbest.com. 


PACIFIC  INVESTMENT  MANAGE- 
MENT CO.  (PIMCO) 

www.pimco.com 

Aimed  at  investors  who  want  analysis  and  not  just  off-thc 
cuff  opinions.  Offers  monthly  commentary  by  Williar 
Gross,  the  Peter  Lynch  of  the  bond  market.  Gross  offers 
rare  combination  of  erudition  and  financial  savvy.  Thoug 
he's  a  bond  market  person,  Gross  tells  you  in  plain  languag 
what  he  sees  ahead  for  interest  rates — one  of  the  stronge: 
influences  on  stock  prices.  Gross'  fellow  commentators- 
one  on  the  Federal  Reserve,  others  on  global  and  emergin 
markets — operate  in  the  same  thoughtful,  analytical  an 
skeptical  mode. 

*  BEST:  Commentaries  by  Gross  and  other  Pimco  principals. 
►  WORST:  Commentaries  change  only  once  a  month. 


Unmask  New  Business  Opportunities... 

Using  The  World's  Premier  Resource 


The  Premium  Information  Source  For: 
Strategic  Planning  •  Competitive  Intelligence  •  Business  Development 
Mergers  &  Acquisitions  •  Sales  &  Marketing 


With  Intelligence  Data  you  will  find  new  business  opportunitie 
that  otherwise  may  have  been  disguised,  or  hidden  deep  withi 
the  repetitive  news  stories  and  undigested  facts  that  inundal 
your  day.  Now,  you  will  gain  direct  access  to  in-depth  analys' 
found  in  broker  and  market  research,  trade  and  industi 
publications  -  and  much  more. 

So  if  you  are  benchmarking  industry  trends,  launching  a  ne 
product,  evaluating  competitive  strategies,  expanding  into  globj 
markets,  or  acquiring  a  company,  you  need  the  latest,  mc 
accurate  and  trustworthy  business  information  available.  Enj 
the  confidence  in  knowing  that  the  opinions  of  leading  indus 
experts  have  helped  you  formulate  your  business  decisions. 
To  find  out  why  Fortune'    500  and   Financial  Times'   5 
companies  use  Intelligence  Data's  services,  take  advanta 
of  our  corporate  trial  offer  today.  Our  dedication  to  the  needs! 
businesses  ensures  that  you   will 
never   waste    your    valuable    time 
searching    irrelevant    sources    for 
rrelevant  answers.  a  higher  intelligent 


INTELLIGENCE  OATA 


Corporate  Trial  Offer  -visit  www.intelligencedata.com/trialoffi 
Or  Call  800.654.0393  (United  States)  or 
Freephone  00800.6540.3930  (Europe) 
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1 

Small  Stocks, 
Wide  Web 

In  the  days  before  the  Internet,  many  investors  found 
their  best  buys  among  small  stocks.  Today  the  invest- 
ment world  is  topsy-turvy  and  many  tiny  companies  have 
gigantic  capitalizations.  Small  caps— typically  those  with 
market  capitalizations  less  than  $1  billion— are  pretty  well 
neglected.  Web  sites  devoted  to  these  stocks  provide 
news,  research  and  company  information.  But  beware— 
a  number  of  sites  collect  fees  from  the  small  companies 
for  coverage  that  may  look  like  editorial.  So,  please  read 
the  footnotes.  —Leigh  Gallagher 


AMERICA-INVEST.COM 

www.america-invest.com 

You'll  find  news,  ideas  and  experts  at  the  "Small  Cap  Cor- 
ner" of  America-invest.com,  owned  by  online  financial  re- 
source provider  GlobalNetFinancial.  Powered  by  Stockpoint 
the  site's  research  service  lets  you  easily  access  profiles,  SEC 
filings  and  charts.  Features:  earnings  surprises,  upgrades  anc 
downgrades  and  newly  initiated  Wall  Street  coverage. 
BEST:  Small  Cap  Screamers  tracks  surgers  and  sliders. 
►WORST:  Extremely  difficult  to  navigate. 


REDCHIP 

www.redchip.com 

The  print  cousin  of  this  site,  the  Red  Chip 
Review,  has  been  covering  small-cap 
Stocks  since  1993.  Red  Chip's  Portland, 
rT  V)re.-based  team  of  analysts  profiles  4,000 
small-cap  stocks  and  provides  in-depth 
research  on  270  of  them.  The  24  its  ana- 
lysts chose  as  their  favorites  last  December 
would  have  grown  32%,  compared  with 
the  Russell  2000's  7%  as  of  Mar.  31. 


NAPEAGUE  LETTER 

www.napeague.com 

Founded  by  value  investor  Bob  Davis,  this  one-man  shop 
consists  mainly  of  research  notes,  analysis  of  small-cap  news 
and  stocks,  plus  Davis'  commentary.  The  research  notes 
come  out  about  twice  a  week;  for  $60  a  year  you  get  imme- 
diate access;  otherwise  you  can  wait  two  weeks  when  they'n 
posted  for  free. 
►  BEST:  The  Blivit  List— brief  reports  on  overhyped  stocks,  and 
other  things  to  look  out  for. 
►WORST:  Site's  design  will  put  you  to  sleep. 


Web  site 


WEB  TIP 

The  ad-free  site  also  offers  news,         Warning!  Many 
profiles,  management  conference    small-cap  investing  sites 
ii         ii     n   j  i_-    «    j         ii       double  as  investor-rela- 
calls  and  the  Redchip  Radar  winch       tions  firms  Read  the 

lists  any  stock  that  has  moved  up  or       fine  print  on  each 

down  12%  or  has  trading  volume   > 

triple  its  average.  The  basic  site  is  free;  sub 

scriptions  to  the  Red  (  hip  Review  will  cost 

you  $99  per  year  online  and  $399  per  year 

to  add  the  more  detailed  print  version. 
BEST:  More  detail  than  you  may  ever  need 

on  small-cap  stocks. 

►WORST: 
Though  it's  dis- 
closed, some  of 
the  research  and 
news  on  the  site 
cover  clients  who 


SMALLCAPCENTER 

www.smallcapcenter.com 

An  editorial  staff,  headed  by  a  former  Bloomberg  News  editoi 
spins  out  up  to  35  original  stories  a  day,  split  into  basic  fre 
and  slightly  more  detailed  premium  stories  available  only  ti 
subscribers  ($159  per  year).  There's  also  access  to  lists  of  in 
stitutional  holdings,  analyst  reports  and  newsletters,  some  a 
additional  cost. 

►  BEST:  Top  Traders  pinpoints  large  stock  movements. 
►WORST:  Sponsors'  news  is  just  a  bunch  of  links  to 
promotional  Web  sites. 


J 
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SMALL  CAP  DIGEST 

www.smallcapdigest.com 

Profiles  companies  it  thinks  can  generate  returns  of  up  t 
300%  over  a  12-  to  18-month  period.  Register  for  free  corr 
party  profiles  and  updates  via  e-mail.  The  site  also  offers  quol 
retrieval  and  commentary,  such  as  a  recent  article  by  a  Hai 
vard  psychologist  on  the  psychology  of  investing. 

►  BEST:  Profiles  are  detailed  and  well-organized. 

►  WORST:  No  news  here. 


pay  up  to 
$36,000  for  the 
privilege. 


SMALLCAPINVESTOR 

www.financialweb.com/editorial/smallcap 

Brought  to  you  by  FinancialWeb.com,  Smallcapinvestor.i 
is  a  dense  but  well-organized  site  for  weeding  through 
small  and  micro  cap  chaff.  It  includes  a  list  of  helpful  links  I 
sites  that  help  detect  scams  as  well  as  a  Modey  Fool-esqueeJ 
ucational  "university"  on  small-cap  investing. 

►  BEST:  No  pesky  fees,  and  takes  no  payments  from  companie 

►  WORST:  Icon-cluttered  site  reminds  us  of  the  Vegas  strip. 
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ily  PC  Friday 

oking  to  organize  your  life  and  save  time?  With 

ese  sites,  on-the-road  executives  can  book  meetings 

customizable  calendars,  retrieve  crucial  numbers 

m  an  address  book,  send  e-mail  and  even  synchronize 

fh  a  PalmPilot.  No  need  to  buy  expensive  contact  or 

tabase  software— it's  free  on  the  Web.  Other  sites 

ch  in  after  the  secretary  has  gone  home.  It's  midnight 

d  the  computer  crashes  or  you  have  a  document  that 

?ds  to  be  sent  overnight  to  Phoenix.  No  one  made  a 

ervation  for  tomorrow's  breakfast  meeting.  Relax  and 

hck  out  the  following  sites,  boasting  all  the  efficiency 

i  i  reliability  of  your  own  gal  Friday.  No  hot  coffee  yet, 

ugh.  —Lea  Goldman 


CIRCLES 

www.circles.com 

If  you  are  struggling  to  balance  your  personal  life  with  work, 
then  tell  your  company  about  Circles,  a  national  concierge 
service  that  will  handle  just  about  anything  on  your  to-do 
list.  No  deed  is  too  personal,  from  settling  bill  disputes  to  ar- 
ranging dinner  parties  or  finding  a  kennel  for  your  pooch. 
The  site  should  be  fully  operational  by  this  summer,  when 
they  plan  to  offer  wireless  access  from  your  cell  phone. 

►  BEST:  Circles  is  the  personal  assistant  you  never  had— minus 
the  gum-chewing  and  personal  calls. 

►  WORST:  No  way  to  find  out  pricing  online. 


DESKTOP.COM 

www.desktop.com 

Be  warned:  Desktop.com  has  no  calendar,  though  it  offers 
the  other  basics — e-mail,  file  storage  (10MB)  and  address 
book.  If  you  can  get  past  that  major  failing,  the  site  offers 
some  neat  features  you  won't  find  elsewhere.  Stores  recipes, 
monitors  league  standings  and  even  allows  you  to  log  in  fit- 
ness activities.  Plan  an  event,  from  invites  to  RSVPs.  Book- 
mark favorite  sites,  get  news  and  even  store  credit  card 
information,  saving  time  during  future  online  purchases. 
►  BEST:  All  Mail  allows  you  to  consolidate  multiple  e-mail 
accounts. 
►WORST:  Laborious  navigation  and  no  search  engine. 


MY  EVENTS 

www.myevents.com 

Still  a  standard-bearer  for  online  organizers,  MyEvents  boasts 
a  clear  design  and  intuitive  organization  loaded  with  the  ba- 
sics and  fun  extras.  The  calendar  and  address  book  are  a  snap 
to  set  up.  A  file  server  (20MB)  offers  enough  memory  to  file 
resumes,  important  docs  and  photos.  The  events  planner 
sends  customized  invites,  while  a  homepage  creator  helps 
you  set  up  real  estate  on  the  Net.  Starting  a  public  or  private 
group  is  easy,  though  the  community  marketplace  of 
classifieds  and  auctions  still  offers  only  slim  pickings. 
MyEvents.com  synchronizes  with  Microsoft  Outlook  and 
PalmPilot  devices.  Coming  soon:  Wireless  access. 
►  BEST:  Serves  up  great  extras  like  news,  stock  quotes, 
weather,  horoscopes  and  bulletin  boards. 
►WORST:  No  e-mail  and  The  Mall  looks  more  like  a 
flea  market. 


NOWDOCS.COM 

www.nowdocs.com 

Is  the  office  copier  on  its  last  leg?  Turn  it  off  for  good  and 
visit  Nowdocs.com.  Create  a  document  in  just  about  any 
word  processing  program,  upload  it,  choose  from  a  range  of 
printing  and  binding  options  and  have  it  sent  to  members  of 
your  address  book  in  under  two  hours.  Ideal  for  those  in  a 
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BUNGO.COM 

www.bungo.com 

The  ideal  virtual  secretary  helps  you 
organize  your  life.  Newcomer  Bungo  (for 
be  you-n-go)  is  a  multitaskers  dream. 
tChe  standard-issue  calendar  includes 
flo-do  list,  saving  users  from  jumping 
back  and  forth  between  screens.  The  con- 
tacts section  features  not  just  an  address 
book,  it  also  lets  you  share  or  publish 
customized  contact  lists  for  junior's 
little  league  team  or  your  company's 
R&D  division.  A  pop-up  window  enables 
simultaneous  viewing  of  CNN's  headlines 
while  you're  sched- 
uling the  next  den- 
tist visit.  Share  data 
with  groups  you  de- 
fine— from  calen- 
dars and  bookmarks 
to  vacation  photos. 
(In  the  travel  sec- 
tion, Bungo  mem- 
ber "pforsyth" 
shares  a  bookmark  that  offers  a  virtual 
tour  of  Florence's  art  museums.)  Besides 
free  e-mail,  Bungo  has  a  great  instant  mes- 
saging feature  that  actually  saves  your  con- 
versations into  dated  folders.  There's 
also  ample  stock  information  from 
Quicken. 

►  BEST:  The  Library  section  featuring 
Bungo  members'  bookmarks. 

►  WORST:  Home  page  needs  a  makeover. 


jam  and  without  copy  centers  nearby.  This  service  can  be 
pricey — a  10-page  color  document  prepared  in  a  folder 
can  cost  upwards  of  $50. 

►  BEST:  Allows  document  preview  so  you  don't  acci 
dentally  send  your  resume  to  the  boss. 

►  WORST:  Faxes  should  be  among  the  delivery 
options. 


then  hosts  the  connection.  Interactions  are  recorded  so  you 

can  refer  back  to  them  months  later. 

►  BEST:  Answers  to  common  problems  are  already  archived  on 

the  site.  No  need  to  fish  for  support. 

►WORST:  Novices  beware.  You  need  to  know  some  basics,  like 

your  RAM  and  specific  operating  system. 


OFFICECLICK.COM 

www.officeclick.com 

This  virtual  secretary  is  tailor-made  for  your  real  assistant 
From  one  neatiy  organized  site,  your  assistant  can  order  sup- 
plies, prepare  packages  for  shipping,  organize  events  and  re- 
quest temps.  Your  assistant  can  even  get  advice  from  othei 
admins  at  the  InfoExchange,  the  site's  watercooler,  or  thq 
Take  A  Break  section,  where  you  get  news,  horoscopes  anc 
lottery  results.  Need  a  phone  number?  Gift  for  a  client! 
Catering  for  the  monthly  meeting?  Click  away. 
►  BEST:  Efficient,  resourceful,  with  a  keen  sense  of  humor. 
►WORST:  The  Career  section  is  bloated  with  lame 
polls  and  articles. 


SMARTSHIP 

www.smartship.com 

The  deadline  is  looming  and  you  need  the  documents  then 
ASAP.  SmartShip.com  guides  the  harried  through  the  proces 
of  finding  the  quickest,  cheapest  and  most  convenient  ship 
ping  services.  Find  out  which  is  more  expeditious — picku 
or  dropoff.  Compare  prices  for  all  the  major  and  lessei 
known  courier  outfits.  Pay  online  and  track  your  package. 

►  BEST:  Explicit  instructions  guide  users. 

►  WORST:  Little  guidance  on  how  much  packages  might  weigh 


STAPLES.COM 

www.staples.com 

Here's  another  bookmark  for  your  assistant.  Customize  an 
store  supply  lists  so  you  never  have  to  repeat  a  form  for  star 
dard  orders.  The  site  sends  e-mail  reminders  for  those  to 
busy  to  visit  the  supply  closet.  Check  out  the  Solutions  Cei 
ter,  which  links  users  to  movers,  recruiters  and  printers. 
►  BEST:  Set  up  a  Favorite  Aisles  with  your  frequently  use 
supplies  list. 


NOWONDER 

www.nowonder.com 


WEB  TIP 

Drowning  in  spam 
e-mail?  Set  up  a  "junk"    \  ►WORST:  Designed  like  a  cluttered  grocery  circular, 
e-mail  account  for  free  at 
Hotmail  or  Yahoo  and  use  it 

when  registering  for     /   WEBEX 
sites  around  the   J  www.webex.com 
Web. 


WebEx  offers  Internet  conferencing.  No  more  fiv 
hour  flights  to  attend  one-hour  meetings.  Collaborate  wi 
It's  after  8  p.m.,  tech  support  has  left  and  your  computer  others  at  any  time,  from  anywhere,  with  a  Web  browser.  Fil 
keeps  crashing.  Instead  of  chucking  the  box  out  the  window,  and  applications  on  any  meeting  participant's  desktop  or  ( 
log  on  to  the  Web  and  visit  online  IT  support  exchange  the  Web,  can  be  shared  in  real  time  during  a  WebEx  meetirj 
NoWonder.  The  site  links  users  to  independent  tech  support  Users  pay  fees  starting  at  20  cents  per  minute, 
people.  After  you  post  your  problem,  help  providers  bid  ►BEST:  Online  and  offline  customer  service  means  immediate 
(sometimes  free)  to  answer  your  question.  Choose  only  those  help  in  the  event  of  a  technical  glitch, 
with  suitable  credentials  and  satisfaction  ratings.  NoWonder     ►WORST:  Difficult  to  navigate. 
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ider  in  optical  networking.  The  world  is  moving  at  a  whole  new  pace.  And  Alcatel  has  taken  thP  Ip»h  in  Hoik*-;™    i  u  i  u    ■  u 
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"systems.  Alcatel.  120,000  people  pro,,**,  next  generation  solut,ons  for  network  operator  and  enterpnses  in  theUSand  130  other  count™* 


ALCATEL 
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Not  Just  Any  Job 

Even  the  expensive  suits  sitting  in  the  corner  offices 
cruise  the  Net  looking  for  work.  Don't  meddle  with  the 
masses  at  general  job  sites  like  Careerpath.com  or 
Hotjobs.com.  "There  are  thousands  of  Web  sites  out 
there  and  top  executives  want  only  the  best  ones  that 
offer  the  security  and  privacy  they  demand,"  says  Mark 
Mehler,  coauthor  of  CareerXRoads.  Sites  listed  below 
are  the  best  of  those  specializing  in  higher-ranking 
positions.  —Doug  Donovan 


NETSHARE.COM 

www.netshare.com 

Think  you've  got  what  it  takes  to  be  the 
chief  executive  of  a  Burbank,  Calif, 
commerce  company  with  a  $200,000 
se  salary  plus  pre-IPO  options?  Then 
click  on  to  this  site  which  features  mostly 
$100,000-plus  jobs.  Netshare  Online 
starts  at  $125  for  three  months.  For  that 
you  get  access  to  an  archive  of  1,500  se- 
nior level  positions  posted  by  more  than 
7,000  companies.  Netshare  Di- 
rect costs  $255  annually  and  al- 
lows you  to  set  up  a  personal 
profile.  It  scans  all  positions 
and  e-mails  you  matches.  Net- 
share  2000,  a  combination  of 
the  first  two,  costs  $245  for  six 
months.  Use  the  Market  Intelli- 
gence feature  to  find  jobs  in 
other  industries  that  interest  you. 

►  BEST:  Personalization. 

►  WORST:  Coach's  Corner  needs 
better  organization. 


6FIGUREJOBS 

www.6figurejobs.com 

To  pass  muster  here  you  have  to  earn  more  than  $100,000  or 
prove  you're  worth  that  type  of  money.  But  even  nonmem- 
bers  can  find  a  number  of  excellent  positions  here.  Jobs  are 
fully  explained;  posts  are  often  by  headhunters.  Other  ser- 
vices connect  you  to  executive  recruitment  firms. 
*  BEST:  Links  to  Hoover's  Online,  which  gives  you  quick  and 
detailed  information  on  companies. 

i  WORST:  Barely  any  difference  in  results  for  members  (eight) 
versus  r.onmembers  (six). 


AMERICAN  SOCIETY  OF  ASSOCIATION 
EXECUTIVES 

www.asaenet.org 

Scores  high  points  with  Career  Headquarters.  Search  for 
jobs  in  trade  associations,  membership  societies  and  vol- 
untary groups.  The  free  search  is  simple:  click  association 
category  (technology,  finance,  government  affairs)  plus  de- 
sired location,  position  and  salary.  A  search  turned  up  an 
executive  director  job  for  the  Beauty  and  Barber  Supply 
Institute  in  Scottsdale,  Ariz,  with  a  salary  range  of  $75,000 
to  $100,000. 

►BEST:  Job  descriptions  include  direct  contact  info. 
►WORST:  The  site  does  not  allow  resume  posting. 


EXEC-U-NET 

www.execunet.com 

Membership  will  cost  you:  $135  for  three  months;  $199  for 
six  months;  and  $349  for  one  year.  Nonmembers  can  check 
out  sample  jobs  available.  A  recent  search  for  finance  jobs 
turned  up  180  results  with  salaries  from  $75,000  to  $500,000, 
But  full  contact  info  is  only  available  to  members.  Offers  nc 
resume  posting  or  e-mail  notification. 
►  BEST:  The  site  listed  30.000  jobs  with  more  than  4.50C 
companies  and  executive  recruiters  last  year. 
►WORST:  Tips  geared  toward  first-time  job  hunters. 


IMCOR 

www.imcor.com 

Without  a  minimum  $75,000  salary  and  at  least  ten  years  ii 
management,  don't  bother.  This  placement  firm  matches  se 
nior  executives  for  temporary  projects  with  clients  like  IBN 
Gillette  and  Xerox.  Qualified  executives  can  search  Imcor' 
Current  Assignments  bulletin  board  across  all  industries. 

►  BEST:  You  can  search  and  apply  for  assignments  for  free. 

►  WORST:  Have  to  register  before  you  can  apply. 


WALL  STREET  JOURNAL 

www.careers.wsj.com 

The  Journal  and  Korn  Ferry,  an  exec  search  firm,  partnt  J 
with  FutureStep  for  an  especially  comprehensive  site.  Make  I 
through  the  onerous  hour-long  registration  and  FutureStt  I 
will  contact  you  with  interested  firms.  Or  search  30,000  lis  I 
ings  by  industry  or  location.  Though  you're  basically  gettii  i 
just  one  search  firm's  service,  you  can  get  info  on  other  r>l 
cruiters  for  a  small  fee  of  $1  per  listing  up  to  100. 

►  BEST:  Searches  never  fail  to  turn  up  results. 

►  WORST:  The  site's  design  can  be  confusing. 


with  Monster.com,  Forbes. corn's  Career 
Center  has  a  searchable  database  of  job  postings  ranging 
from  IT  associate  to  chief  executive.  You  can  also  easily 
post  any  job  openings  at  your  own  company. 
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ore 


le  discover 
the  high-speed  Internet, 
the  more  people  want  it. 


Everyone  everywhere  wants  to  access  the  high-speed  Internet.  The  point  is,  everyone's  different, 
everywhere's  different,  every  situation  is  different.  At  Alcatel,  being  Architects  of  an  Internet  World 
means  being  able  to  design  and  build  the  right  solution  for  you.  From  the  ground  up.  And  fast. 
Alcatel,  world  leader  in  DSL  and  Wireless  Broadband  Access. 


ALCATEL 
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One  golf  legend. 

One  missing  sand  wedge. 

One  nervous  caddy. 


One  rush  delivery  to  the  18th  fairway. 


It's  every  caddy's  worst  nightmare:  a  missing 
club.  Happily,  Gary  Player's  caddy,  citizen  of 
the  wired  world,  knew  just  where  to  go  -  the 
mySAP.com™  Marketplace.  With  a  few  clicks 
he  connected  three  different  companies - 
garyplayer.com,  which  designs  the  wedge; 
the  foundry  that  would  custom-build  it;  and  the 
overnight  service  that  would  deliver  it  -  thus 
saving  both  Gary's  par  and  his  own  reputation. 


m  FETconr 


What  is  mySAP.com?  It's  a  new  way  for  lots 
of  companies,  in  all  their  roles  -  as  buyers,  sellers, 
employers,  and  business  partners  -  to  work 
together  as  one. 


Want  to  know  how  your  business  can  get  in 
the  game?  Visit  www.sap.com/mysap  and 
we'll  show  you. 

you  can.  it  does.' 


©2000  SAP  AG  SAP,  ihe  SAP  logo  and  the  mySAP.com  logo  ore  registered 
trademarks  of  SAP  AG  in  Germany  and  several  other  countries 
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Banking  by  the  Byte 

We've  said  it  before.  Kiss  your  checkbook,  your  stamps  and  that  pile  of  bills  good-bye.  Online  banking  is  here,  and 
it's  a  smarter  way  to  handle  your  finances.  The  best  online  sites  let  you  keep  tabs  on  your  checking  accounts, 
credit  cards  and  loans.  At  the  same  time  you  can  use  the  services  to  buy  and  sell  stocks.  Integrated  statements  let 
you  see  your  entire  portfolio  of  accounts,  and  many  sites  offer  bill  paying  for  free.  The  hardest  part  is  taking  the 
time  to  enter  your  designated  payees.  But  once  that's  done,  the  hassle  of  paying  bills  is  over  for  good.  If  bill  paying 
is  all  you're  after,  there  are  a  number  of  nonbank  services  dedicated  to  that  task  alone.  Our  top  sites  in  that  category 
can  be  seen  at  forbesbest.com.  But  if  you  want  to  handle  all  your  financial  matters  in  one  place,  a  good  bank  is  your 
best  bet.  — Nikhil  Hutheesing 


AMERICAN  EXPRESS 

www.americanexpress.com/banking 

Amex's  banking  site  continues  to  get  more  impressive.  In  ad 
dition  to  the  standard  banking  services,  you  can  apply  fc 
credit  cards,  lines  of  credit  and  open  up  a  brokerage  accour 
online.  The  site  is  rich  with  research  and  financial  tools  th; 
promise  to  help  you  allocate  your  assets.  You  can  also  cu: 
tomize  your  home  page  to  your  liking. 
►  BEST:  If  you  use  ATMs  outside  of  American  Express'  networt 
Amex  will  reimburse  you  for  the  outside  charges,  up  to  $1.50  per 
transaction,  four  times  a  month. 
►WORST:  Lots  of  services,  but  not  well  integrated.  You  have 
step  outside  of  the  site's  banking  division,  for  instance,  to  get 
credit  card  information. 


CITIBANK 

www.citibank.com/us 

Still  our  number-one  choice,  Citibank  is 
expanding  its  reach  into  cyberspace.  Citi 
ow  offers  two  online  banking  programs: 
irect  Access  and  the  new  Citi  f/i  (for  Fi- 
nancial Interactive  Network).  Direct  Ac- 
cess provides  a  wealth  of  services.  You  can 
open  and  track  checking,  savings  and 
money  market  accounts,  apply  for  a  stu- 
dent loan,  a  mortgage,  credit  cards  and 
see  your  card  transactions  on  the  Web. 
The  site  offers  financial  news  and  research 
reports  and  lets  you  trade  stocks.  Citibank 
doesn't  do  a  very  good  job  of  explaining 
its  new  Citi  f/i  service.  It's  a  virtual  bank 
for  folks  who  don't  live  near  Citibank 
branches.  While  you  can't  speak  to  a  teller, 
you  get  higher  rates  on  savings  and  the 
minimum  deposit  (which  needs  to  be 
mailed  in  unless  you  have  direct  deposit) 
is  just  $1,000.  Citi  also  picks  up  your  AIM 
fees,  four  times  per  month. 

►  BEST:  Direct  Access'  excellent 
customer  service. 

►  WORST:  Citi  f/i's  "sub"  Web  site  lacks 
detailed  instructions. 
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BANK  OF  AMERICA 

www.bankofamerica.com 

Bank  of  America  is  now  a  nationwide  bank,  but  its  offerin 
still  vary  from  state  to  state.  B  of  A  stands  out  for  its  wi 
range  of  products  and  services  available  on  the  Web.  You  c 
check  balances  and  transactions  in  checking,  savings,  mon 
market  and  credit  card  accounts,  and  transfer  funds  betwe 
them  all.  Customer  service  is  especially  good — pho 
numbers  are  easy  to  find  and  you  can  send  seci 
e-mails  to  customer  service  reps.  And  if  you  have  WebTV 
a  Palm  VII  and  live  in  California,  you  can  use  them  to  ace  1 
your  accounts.  Bill  paying  costs  $5.95  per  month  and  just  j 
a  boost  thanks  to  a  new  alliance  with  Checkfree. 

►  BEST:  Easy  to  personalize. 

►  WORST:  Services  differ  depending  on  where  you  live.  Isn't 
the  Web  supposed  to  make  geography  unimportant? 


COMMERCE  BANK 

http://bank.commerceonline.com 
Commerce  Bank  stands  out  for  its  simplicity,  whj 
makes  it  easy  to  navigate.  Yet  the  bank  offers  a  wide  v;j 
ety  of  choices.  You  can  handle  your  checking,  savings <] 
money  market  accounts,  apply  for  loans  and  credit  caij 
and  view  your  credit  card  transactions  online.  We  like  f 
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Stanley  Dean  Witter  is  a  service  mark  o(  Morgan  Stanley  Dean  Witter  &  Co 


Automotive: 

23  February 

Ford,  GM  and 

DaimlerChrysler 


Forest  Products: 

23  March 

Georgia-Pacific, 

International  Paper 

and  Weyerhaeuser 


Aerospace  and  Defense: 

28  March 

BAE  SYSTEMS,  Boeing, 

Lockheed  Martin  and 

Raytheon 


Utilities: 

5  April 

ScottishPower, 

Northern  Electric 

and  United  Utilities 


Energy  and  Petrochemical: 

1 1  April 

Royal  Dutch/Shell,  BP  Amoco,  Conoco, 

Dow  Chemical,  Equilon  Enterprises, 

Mitsubishi  Corporation,  Motiva  Enterprises, 

Occidental  Petroleum,  Phillips  Petroleum, 

Repsol  YPF,  Statoil, 

Tosco,  TotalFinaElf  and  Unocal 


B2B  redefines  everything.  Put  it  to  work  for  you. 


More  and  more  companies  understand  not  just  the  beauty  of 
B2B,  but  its  inevitability.  And  that  teaming  up  with  other  indus- 
try participants  may  be  their  best  strategy. 

In  the  past  two  months  alone,  we've  advised  on  the  formation 
of  the  B2B  exchanges  listed  above  —  which  total  over  $500  billion 
of  procurement  and  sales. 

We  can  do  the  same  for  you,  so  that  you  don't  miss  out  on 


B2B's  efficiencies  and  opportunities. 

Because  the  right  B2B  initiative,  with  the  nght  partners  and  the 
nght  structures,  can  transform  your  company  and  industry. 

And  the  nght  investment  bank  can  make  the  difference.  One 
whose  people  know  that  the  surest  way  to  stay  on  top  is  a  single, 
powerful  belief: 

Anything  is  possible.  www.msdw.com 


MORGAN  STANLEY  DEAN  WITTER 


Bangkok  Beijing  Buenos  Aires  Frankfurt  Geneva 

onireal  Moscow  Jvlumbai  New  York  Pans  Sao  Paulo 


Hong  Kong  Johannesburg  London  Luxembourg  Madrid  Melbourne  Mexico  City 

Seoul  Shanghai  Singapore  Stockholm  Sydney  Taipei  Tokyo  Toronto  Zurich 
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fact  that  everything  you  need  to  know,  from  fees  for  bill 

paying  to  customer  service  information,  comes  up  on  the 

home  page. 

►  BEST:  Can  trade  stocks  online.  Customer  service  is  24/7, 

friendly  and  knowledgeable. 

►WORST:  A  FAQ  section  would  be  helpful  and  make  users  less 

dependent  on  customer  service. 


COMPUBANK 

www.compubank.com 

Getting  around  this  site  is  a  breeze — the  best  we've  seen. 
Free  services  include  checking,  savings,  money  market 
accounts,  and  you  can  get  transaction  data  going  back 
one  year.  The  bank  offers  free  bill  paying,  rebates  for 
ATM  use  and  its  customer  support,  underwhelming  in  the 
past,  is  now  excellent.  But  CompuBank's  offerings  are 
limited  compared  to  the  competition.  Customers  expect 
a  lot  more  than  just  the  basics  from  a  bank.  But 
at  CompuBank  that's  all  you  get.  You  can't  apply 
for  credit  cards,  loans,  mortgages,  insurance  and 
brokerage  services. 

►  BEST:  Great  interface  and  24-hour 
customer  service. 

►  WORST:  Can't  apply  for  anything  online. 


SECURITY  FIRST  NETWORK  BANK 

www.sfnb.com 

Security  First  Network  Bank  offers  the  basics,  including 
checking,  savings,  loans,  CDs  and  credit  card  accounts.  Th< 
site  also  provides  some  nice  extras:  links  to  other  Web  site 
that  offer  tax,  insurance,  money  management  and  shopping 
services,  for  instance.  You  can  even  create  your  own  cus- 
tomized reports,  to  categorize  transactions  and  track  youi 
expenses.  Another  nice  feature  you  don't  always  find  is  « 
neat,  integrated  statement  that  includes  balances  and  trans- 
actions from  all  your  accounts  and  ATMs.  And  customer  ser- 
vice is  available  24  hours  every  day.  But  Security  First  stil 
doesn't  offer  loans. 

►  BEST:  Complete  transaction  history  is  available  online. 

►  WORST:  You  have  to  pay  ATM  fees  to  withdraw  funds. 


WELLS  FARGO 

www.wellsfargo.com 

This  bank  has  always  been  on  the  cutting  edge  ol 

WEB  TIP  technology  so  it  is  no  surprise  that  it  serves  up  i 

offer  higher  interest  rates     §reat  Internet  banking  experience.  Wells  Fargo'i 

than  real-world  banks  and  \  well-designed  site  offers  a  deep  portfolio  o 

they  usually  pick  up  the    *  products:  You  can  access  your  checking,  saving 

tab  for  at  least  four  ATM  /  v  '  ,,  , 

visits  every  month.    /  and  money  market  accounts  as  well  as  trac 

your  credit  card  expenses.  You  can  apply  for 

home  equity  loan  online  and  trade  stocks.  If  yoi 

want  to  order  travelers  checks,  cashier's  checks  or  even  for 

eign  currency  you  can  do  it  online.  There's  free  bill  payin 

for  customers  who  keep  at  least  $5,000  in  their  account 

the  service  costs  $5  per  month  for  smaller  balances.  Last  bi 

not  least,  excellent  customer  service. 

►  BEST:  Integrated  statements— see  all  your  activity  in 

one  place. 

►WORST:  Account  data  is  not  available  for  CDs  and  most  loans 

and  transaction  history  is  limited  to  45  days. 


DIRECTBANKING.COM 

www.directbanking.com 

A  new  offering  from  Salem  Five  Cents  Bank  is  easy  to  navi- 
gate and  offers  a  wide  variety  of  services  like  checking,  sav- 
ings, money  market,  CDs  and  home  equity  loans.  Cus- 
tomers also  get  access  to  Clippership  Financial  Services, 
Salem  Five's  full-service  brokerage  subsidiary.  There  are 
tools  like  financial  calculators,  customer  service  is  always 
available  and  best  of  all,  everything  from  bill  paying  to  out- 
side ATM  use  is  free. 

►  BEST:  You  can  apply  for  a  loan  online  and 
get  an  instant  approval.  WINCSPANBANK.COM 

►  WORST:  You  can't  apply  for  credit  cards  or  track  www.wingspanbank.com 
them  online.                                                                                     The  Web-based  offering  of  Bank  One,  Wingspanbankj 

—  far  more  appealing  than  Bank  One's  own  site:  It's  easier 

EVERBANK.COM  navigate  and  customer  service  is  just  a  mouse  click  on 

www.everbank.com  phone  number  away.  Wingspan  offers  everything  yoj 

A  new  branchless  bank  that  lets  you  do  everything  from     would  expect  from  a  banking  site,  including  bill-paym 
banking,  bill  paying  and  taking  out  a  mortgage  to  buying  in-      and  access  to  a  brokerage.  One  nice  feature  is  that  you  q 
surance  and  applying  for  a  credit  card.  Easy  to  navigate,     apply  for  everything  from  a  checking  account  to  the  b: 
with  a  simple  interface.  There  is  also  a  great  demo  to  guide     paying  option  to  a  credit  card  with  one  application  ( 


you  through  the  bank's  offerings.  Everbank  has  some  quirks 
that  should  improve  as  the  service  gets  up  to  speed:  Certain 
pages  downloaded  slowly  and  brokerage  services  aren't 
integrated  into  the  rest  of  the  site — if  you  want  to  trade 
stocks,  you  have  to  log  on  again.  Everbank  is  compatible 
with  Microsoft  Money  and  Quicken. 
►BEST:  An  intuitive  interface  makes  it  easy  to  navigate. 
►  WORST:  Kinks  make  the  site  a  little  slow  to  react. 


credit  card  will  be  handled  by  Bank  One  affiliate,  Fil 
USA).  As  a  branchless  bank,  Wingspan  provides  rebates  f 
other  banks'  ATM  charges;  it  also  offers  a  high  interest  rj 
for  checking  accounts. 

►  BEST:  One  application  for  all  your  banking  needs. 

►  WORST:  You  can't  see  credit  card  transactions  online 
and  brokerage  services  are  not  well  integrated  with 
banking  services. 
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an  Express 

nail  Business  Services 

ay  Savings 


We  save 

Small  Businesses 

over  $2  million 

every  week: 


How  much 

of  that 

is  yours? 


If  you've  been  making  the  most  of  the  Corporate  Card  for  Small  Business,  you 
know  how  fast  your  Everyday  Savings  can  add  up.  Just  by  doing  business  as  usual. 
And  whether  you're  shipping,  traveling,  or  buying  a  new  computer,  it's  easy  to  get 
your  share  because  there's  no  minimum  purchase  required:  If  you  don't  already 
have  the  Corporate  Card  for  your  small  business,  call  1-80  0-SUCCESS 


do  more 


AMERICAN  | 
■  EXPRESS 


Small  Business 
Services 


'  Based  on  average  savings  of  American  Express  Small  Business  Corporate  Cardmembers  purchasing  goods  and  services  through  the  program  in  1998.  '  Important 
restrictions  apply.  Please  visit  our  website  at  www.amencanexpress.com  or  call  1-800492-3344  for  fall  terms  and  conditions.  Hilton  discount  available  at  US  Hilton 
and  Conrad  International  hotels.  The  Hertz  name  and  logo  are  registered  trademarks  and  sen.  ice  marks.  
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Monthly  Clicks 

Mortgage  lending  sites  abound  on  the  Web.  Remember, 
no  site  will  be  able  to  tell  you  exactly  what  your  lending 
terms  will  be  until  your  credit  history  is  factored  in,  but 
beware  of  sites  that  demand  personal  information  imme- 
diately. It  may  be  best  to  use  these  sites  to  find  the  best 
rate,  then  contact  the  lender  directly.  MSN  Homeadvisor 
is  in  the  midst  of  revamping  its  site  with  a  new  automated 
system  designed  to  eliminate  fees  and  speed  up  ap- 
proval. —Cathy  Charles 


QUICKENLOANS 

www.quickenloans.quicken.com 

uickenLoans   originates   mortgages 
using  two  dozen  lenders,  and  thus  con- 
trols the  entire  process  from  application 
^r*  tu  closing.  Easy  to  navigate,  the  site  offers 
\  » aHariety  of  products  in  50  states,  from 
mortgages,  home  equity  loans  and  re- 
financing to  prequalification  and  pre- 
approval  letters.  Mortgage  rates  are 
displayed  after  a  brief  loan  application 
interview  which  can  be  done  without 
revealing  your  name  and  Social  Security 
number.  Helpful  calculators  on  home 
affordability,  refinancing 
and  renting  versus  buy- 
ing are  a  breeze  to  use. 
Real  estate  listings  are 
available  through   the 
Realtor.com  link. 
►  BEST:  Great  calculators 
and  live  telephone  support. 
►  WORST:  It  uses  major  lenders,  but  if 
you  want  to  know  who  they  are,  you  have 
to  call. 


BANKRATE.COM 

www.bankrate.com 

The  heart  of  Bankrate.com  is  its  rate  comparisons  for  mort- 
gages, credit  cards  and  money  markets.  You'll  find  phone  num- 
bers and  links  to  4,000  institutions  offering  these  rates.  Visit 
the  message  boards  lor  talk  on  an  array  of  personal  finance 
topics  and  links  to  dozens  of  other  great  Web  resources.  An  e- 
mail  alert  service  informs  you  of  changes  in  mortgage  rates. 
>  BEST:  High  Five  shows  the  best  mortgage  deals  of  the  day. 


BESTRATE.COM 

www.bestrate.com 

BestRate  provides  an  easy  way  to  find  the  best  mortgaj 
rates  and  home  equity  loans  on  the  Net  in  all  50  states.  Uf 
dated  daily.  Use  this  site  to  find  lenders  and  then  contai 
them  directly.  The  simple  design  lets  the  user  bounce  easii 
between  the  reference  desk  and  any  of  the  six  mortgage  ca 
culators.  There  is  an  excellent  breakdown  of  lender  fees  an 
you  can  get  a  basic  credit  report  online  for  $8  ($29.95  for 
more  detailed  one). 

►  BEST:  List  of  ten  worst  mistakes  when  buying  a  home. 
►WORST:  You  can't  apply  for  a  mortgage  here. 


E-LOAN 

www.eloan.com 

E-Loan  offers  an  array  of  loans,  but  it  focuses  on  the  basic 
first-time  mortgages  and  refinancing  of  existing  loans.  Th 
site  checks  its  database  of  more  than  70  lenders  to  arrive  < 
the  best  rates  and  you  can  be  e-mailed  when  they  hit  yot 
target.  The  Marketplace  section  provides  useful  links  to  sei 
vices,  including  home  inspections,  insurance,  moving  an 
storage,  demographics  and  short-term  housing. 

►  BEST:  An  excellent  Calculators  and  Tools  section. 

►  WORST:  Poor  site  design.  Be  prepared  to  scroll. 


HOMEPATH.COM 

www.homepath.com 

Fannie  Mae  sets  the  standards  for  most  mortgage  loa 
made  in  the  U.S.,  but  you  can't  get  a  loan  at  its  consum 
site.  Come  to  HomePath  for  everything  you  need  to  kn< 
about  home  ownership  and  financing  from  the  documei 
you  need  for  a  closing  to  a  spring  checklist  that  remin 
homeowners  to  change  or  clean  air  conditioner  filte 
HomePath  also  has  a  directory  of  mortgage  lenders,  w 
links  to  their  Web  sites,  and  provides  a  list  of  homebu; 
counselors. 

►  BEST:  Point  and  click  mortgage  term  glossary. 

►  WORST:  Design  reminds  us  of  a  dated  promotional  brochu 


PRICELINE.COM  HOME  MORTGAGE 

www.priceline.com/finance/mortgage 

Priceline.com  offers  mortgages,  refinancing  and  home  j 
uity  loans  through  an  alliance  with  LendingTree,  a  ser> 
that  contacts  lending  institutions  for  prospective  a 
tomers.  Choose  from  several  standard  products  and  tl 
propose  your  own  specific  terms.  Priceline  will  contact 
to  four  participating  lenders  including  its  own  lenj 
Pricelinemortgages.  You're  promised  a  response  withir 
business  hours,  but  if  a  bank  agrees  to  your  terms  PrJ 
line  won't  make  it  easy  to  back  out.  At  a  minimum, ; 
credit  card  will  be  charged  a  nonrefundable  $200  for  | 
ing  costs. 
►  BEST:  Click  through  to  those  great  William  Shatner  ads. 


►  WORST:  Somf  dated  material  in  the  Mortgage  Basics  section.        ►WORST:  Click  through  to  those  awful  William  Shatner  adj 
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browser 


ves,  brokers  buy  stocks  at  less  than  the  price  you  ordered.  They  keep  the  change.  It's  called  rounding  up,  and  it 
ippen  with  TradeCast  software*  We  give  you  direct  market  access  by  routing  your  orders  through  TradeCast 
s  to  NASDAQ,  AMEX,  NYSE  and  all  major  ECNs.  NASDAQ  Level  II.  Real-time  headline  news.  Charts.  All  this  in       A 
■to-use,  secure  format.  TradeCast  software  currently  drives  trading  rooms  in  brokerage  firms  across  the  U.S. 
wt  power  to  work  for  you.  Visit  us  at  www.tradecast.com  for  a  demo  or  call  1-877-626-4466. 

arket  volatility  and  high  trading  volume,  you  may  experience  delays  in  system  access  and  trade  execution. 
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The  Federal  Reserve  isn't  the 


» 


Other  drivers  also  move  the  world's  markets. 
Truck  drivere,  for  example.  And  the  driving  force 
behind  the  world's  economy  is  not  just  rates  and 
ratios— it's  diesel  engines,  too. 

The  truth  is.  there  is  hardly  anything  that  turns 
up  on  your  table  (or  >  our  desk)  thai  doesn'1  some- 
u  lu  re,  sometime,  ride  behind  a  diesel-powered  rig. 


And  that's  the  same  around  the  world. 

One  reason  is  that  diesels  are,  by  natui 
economical.  They  cost  less  to  run,  run  Ion* 
and  need  less  repair.  Another  reason  is  tha 
today's  diesels  are  clean.  While  diesel-pov 
trucks  travel  more  than  428  billion  miles  a 
they're  responsible  for  just  2%  of  the  carb 


■■ 


ng  force  behind  the  economy. 


V 


\ 


3xide  in  the  air.  And  since  the  1980s,  there's 
a  70%  reduction  in  NOx  and  a  90%  cut  in 
:ulates.  In  the  meantime,  fuel  consumption 
eeps  getting  better. 

VTiat  does  Caterpillar  have  to  do  with  diesel 
■es?  We  make  them.  For  trucks,  boats,  loco- 
'es  and  our  own  machines  as  well.  And  for 


electric  generators  of  all  sizes  and  shapes.  In  fact, 
we're  the  largest  diesel-engine  maker  in  the  world. 

Central  bankers  move  financial  markets. 
Diesel-powered  trucks  move  the  goods. 


CATERPILLAR 
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Car  Comfort 


The  auto  insurance  business  has  yet  to  fully  embrace  the  Web:  Just  1%  of  all  policies  are  sold  online,  and  you  stil 
need  to  complete  any  purchase  offline  by  signing  a  contract  and  returning  it  to  the  insurer.  Once  digital  signatures 
are  more  widely  accepted,  you'll  be  able  to  complete  a  transaction  online.  Still,  there's  nothing  like  the  Web  for  com 
parison  shopping  and  some  sites  will  now  allow  you  to  print  out  insurance  cards  for  immediate  coverage  before  the 
contract  is  actually  signed.  You  can  get  quotes  instantly,  and  many  sites  will  also  offer  up  competitors'  quotes  as 
well.  One  day  this  might  make  insurance  agents  as  obsolete  as  a  rotary  phone.  Incredibly,  two  of  the  largest  insur 
ance  companies  offer  the  least  online.  State  Farm  provides  little  information  about  its  products  on  its  Web  site 
forcing  customers  to  go  to  an  agent  for  everything  else,  including  quotes.  Allstate  recently  announced  it  will  offe 
instant  online  quotes  but  they  will  only  be  available  to  customers  in  15  states.  The  rest  of  the  country  will  have  to  wai 
until  next  year.  —Carrie  Coolidge 
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INSWEB 

www.insweb.com 

Want  a  whole  slew  of  quotes  before  you 
decide  which  insurer  to  go  with?  If  you 
do,  Insweb  is  the  place  to  go.  One  applica- 
/  don  is  sent  out  to  as  many  as  29  different 
FT  Wioting  companies.  Some  quotes  are  in- 
stant; others  are  sent  via  e-mail,  telephone 
or  snail  mail.  The  process  can  take  as  little 
as  an  hour  or  as  long  as  five  days — it  de- 
pends on  the  insurer.  Insweb's  customer 
service  is  available  online,  by  phone  or  by 
e-mail;  the  site  also  offers  great  tools,  like  a 
glossary  of  insurance  terms. 

►  BEST:  Investigative  reports  on  such 
subjects  as  vehicle  crash  worthiness. 

►  WORST:  Application  is  a  bit  too  lengthy. 
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AICDIRECT.COM 

www.aigdirect.com 

!  cue  it  »<>  insurance  icon  Hank  Greenberg  to  back  the  best- 

ned  auto  insurance  site  we  found.  Navigation  is  easy,  and 

the  -.itc  has  a  number  of  great  tools:  one  helps  you  decide  if 


you  should  lease  or  purchase  a  new  car,  another  figures  ot 
how  much  your  monthly  payments  will  be  for  an  auto  loan, 
pressed  for  time,  you  can  fill  out  a  miniapplication  that  w 
generate  a  quote  within  two  days.  If  you  have  more  time,  f 
out  a  longer  application  form  and  get  an  instant  quote. 

►  BEST:  The  site's  tools  are  really  fun  to  use— even  if  you  are 
not  shopping  for  a  new  policy. 

►  WORST:  You  only  get  one  quote;  you'll  have  to  wait  forever 
for  someone  to  answer  the  toll-free  number. 


ESURANCE 

www.esurance.com 

Simply  designed  and  customer-friendly,  with  an  empha 
on  online  accessibility.  You  can  go  into  a  private  online  cl 
session  with  a  representative — especially  useful  if  you  h; 
questions  or  problems.  Esurance  makes  it  easy  to  chai 
and  recalculate  quotes.  If  your  occupation  is  considei 
safe,  say  you're  a  scientist,  an  engineer  or  an  educator, ) 
may  qualify  for  a  discount.  Customers  can  access  their  p 
icy  to  make  changes  online;  the  site  also  offers  online  c 
tomer  service  (there's  a  toll-free  number  for  those  v 
want  to  hear  a  human  voice).  Comparison  quotes  wl 
other  insurers  including  Allstate,  State  Farm  and  Safeco| 
available.  If  you're  not  yet  ready  to  apply,  you  can  ret 
later  and  pull  up  your  saved  quote.  No  other  tools  or  caj 
lators,  though.  Esurance  says  it  will  be  expanding  to  incll 
homeowner's  insurance,  boat  insurance  and  life  insura] 
in  the  next  year. 

►  BEST:  Coverage  is  immediate  if  you  apply  online;  you  can 
print  out  your  own  insurance  cards. 
►WORST:  Limited  reach.  By  mid-May  the  service  was 
available  in  16  states. 


GEICO  DIRECT 

www.geico.com 

Owned  by  Warren  Buffett's  Berkshire  Hathaway,  Geico  < 
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Business  Internet  I 


a  stack  full  of  needles. 


?M 


When  all  of  your  data 
looks  the  same, 


make  the  data  you 
need  look  different. 


Microsoft     . 

"■■HP 


rrtH 

Microsc*  Office  AppNcacon 


All  of  your  business  data  is  valuable,  but  all  of  your  business  data  looks  the 
same.  How  do  you  find  the  information  you  really  need?  Well,  if  you've  got 
Microsoft'  MapPoint"  business  mapping  software,  you  dive  right  in.  Using 
current  geographic  and  demographic  data,  you  can  literally  see  in  graphic 
form  what  wasn't  so  clear  before,  and  pull  out  that  nugget  you  might  have 
missed  that  will  make  your  business  decision  the  right  decision. 

And  MapPoint  is  more  than  just  a  simple  data-mapping  tool.  You  can 
locate  your  customers,  display  sales  data  or  identify  emerging  trends 
and  opportunities  in  your  business.  And  whether  your  data  comes  from 
a  pile  of  paper  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for 
you.  There's  never  been  a  tool  quite  like  it.  So  get  in  there  and  get  to  work. 
It's  amazing  how  different  one  needle  can  look  from  another.  Come  visit 
www.microsoft.com/mappoint  and  let's  get  started. 
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a  no-frills  but  user-friendly  site.  Filling  out  an  application  is 
quick — it  takes  only  ten  minutes.  Then  you  get  instant  quotes 
for  up  to  four  drivers  and  three  vehicles.  To  qualify,  though, 
you'd  better  have  a  pretty  clean  driving  record.  If  you  live  in 
Massachusetts  or  New  Jersey,  you're  out  of  luck — Geico 
doesn't  underwrite  in  those  states.  Rates  are  competitive.  If 
you  want  to  talk  to  a  real  person,  you  can  call  a  toll-free 
number  24-hours,  seven-days-a-week. 
-  BEST:  Quick  application  process. 
►WORST:  No  tools,  bland  design. 


INSUREONE.COM 

www.insureone.com 

After  a  while  insurance  Web  sites  begin  to  look  alike.  Until 
recently,  Insureone.com  was  different.  Its  design  was  mod- 
eled after  a  department  store  featuring  a  checkout  counter 
and  rest  room  signs.  But  insurance  companies  are  like 
sheep.  Now  Insureone.com  has  remade  itself  to  look  like 
every  other  site,  but  it's  still  a  good  place  to  buy  auto  in- 
surance. The  site  offers  multiple  quotes  from  major  insur- 
ance companies.  There's  a  great  glossary  of  insurance 
terms  as  well  as  safe  driving  tips  and  useful  calculators,  like 
one  that  figures  out  the  cost  of  an  auto  loan.  You  can  can 
also  shop  for  life,  health,  home  and  business  insurance. 

BEST:  Chat  online  with  a  customer  service  rep. 
►WORST:  Boring,  me-too  design. 


Go  to  Progressive,  hit  print,  and  you  are  insured. 

car  and  find  out  its  safety  ranking  or  its  popularit 
among  thieves. 

►  BEST:  Great  comparison  shopping. 

►  WORST:  The  site  was  extremely  slow  to  download. 


PROGRESSIVE  INSURANCE 

www.progressive.com 

A  customer-friendly  site  that  can  teach  the  competition  a 
few  tricks.  Once  you  get  through  the  application  process, 
you'll  get  instant  quotes,  along  with  comparison  rates 
from  other  insurers.  That  is  a  nice  feature  even 
though  the  aim  is  to  point  out  to  you  that  its  rates 
are  competitive  or  better  than  other  insurers.  Pick 
the  Progressive  quote,  and  the  insurance  kicks  in 
immediately — a  big  plus  (you'll  still  need  to  fill 
out  a  form  offline).  You  can  pay  for  the  policy  on- 
line, change  personal  information  and  print  out  ID 
cards.  The  site  will  even  let  you  check  on  the  status  of  a 
claim.  Best  of  all,  Progressive  is  renowned  for  its  very  com 
petitive  rates. 

►  BEST:  Great  tools,  good  rates. 

►  WORST:  Cumbersome  application  process. 


WEB  TIP 

Had  an  accident? 

Go  to  www. 

electricinsurance.com 

to  figure  out  who  is  at 

fault.  See  our  review  at 

forbesbest.com. 


RELIAQUOTE.COM 

www.reliaquote.com 

Reliaquote's  quick  and  painless  miniapplication  proce! 
generates  multiple  quotes  within  minutes  of  logging  01 
You'll  need  to  fill  out  a  more  complete  application  whe 
you  choose  the  quote  and  insurer  you  like.  The  bigge 
drawbacks:  Reliaquote  does  not  sell  auto  insurance,  ari 
only  a  few  brand-name  insurers  offer  quotes  here.  After  yc 
choose  the  quote  you  want,  the  information  goes  to  tl 
right  insurance  company,  then  you  have  to  wait  for  a  a 
from  the  agent.  The  site  does  offer  a  great  tool:  Auto  101  h 
tips  about  how  to  qualify  for  discounts  and  the  cons 
quences  of  late  payments. 
►  BEST:  Simple  application  process. 
►  WORST:  No  customer  service.  If  you  have  prol 
lems  you  have  to  wait  for  an  agent  to  call  you. 


QUICKENINSURANCE 

www.insuremarket.com 

Part  ol  Intuit's  family  of  financial  products,  the  site  offers 
quotes  from  some  of  the  best  auto  insurers  around,  includ- 
ing Travelers  and  Electric  Insurance  Co.  Lets  you  apply  for 
(and  in  some  cases,  purchase)  the  policies  online,  but  you'll 
still  have  to  sign  and  mail  back  a  form  to  the  company  that 
offered  the  quote.  Quickeninsurance  offers  some  really 
great  tools:  Plug  in  your  zip  code  and  the  make  of  your 
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r    YOUDECIDE 

www.youdecide.com 
Youdecide.com  allows  you  to  comparison  shop  I 
tween  15  different  companies,  including  Progressive 
Nationwide.  It  uses  smart  software  in  the  applicatj 
process  that  will  key  off  your  answers  and  then  custo 
additional  questions  to  arrive  at  a  better  quote.  For  ex 
pie,  if  you  are  seeking  coverage  for  your  teenage  child,  it 
ask  for  her  high  school  grades.  If  she  has  a  high  grade-p 
average,  you  might  qualify  for  a  discount.  Once  you  gi 
quote,  you  will  be  transferred  to  the  provider's  Web  site 
cause  Youdecide  doesn't  sell  insurance  directly.  [Ed.  N 
Forbes.com  offers  insurance  through  a  partnership  v 
YouDecide.com] 

BEST:  Easy  to  navigate;  lots  of  comparison  quotes. 
►  WORST:  Many  of  the  best  insurance  companies,  like  Geic 
and  AIG  don't  participate. 


TX/yhat  does  one  have  to  do  with  the  other?  It  might  surprise  you  to  learn  that  many  of  the  nation's  credit  card 
bills  are  printed  on  Oce  high-speed  digital  printers.  It's  hardly  coincidence  though.  Oce  printing  technology 
is  perhaps  the  world's  most  advanced  and  reliable.  It  also  happens  to  be  the  fastest  in  the  industry,  with  the  ability 
to  simultaneously  handle  variable  data  and  complex  graphics  with  unbelievable  speed.  Though  we  freely  admit  it's 
a  good-news,  bad-news  scenario.  Depending  on  whether  you're  the  sender  or  the  receiver. 


HOW  RELIABLE  ARE 
OCE  PRINTERS? 

WELL,  WHEN  WAS  THE 
LAST  TIME  YOUR  CREDIT 
CARD  BILL  CAME  LATE? 


OCUMENTS   EVERY   WAY   YOU   WANT   THEM 
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printer/copiers  distributed  printing  production  printing  imaging  supplies 


OUTSOURCING 


www.oceusa.com 


1-800-714-4427 


oce 


PRINTING  FOR  PROFESSIONALS 
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Hit  Print  and  Hold  the  Fees 

The  Web  has  taken  a  lot  of  the  pain  out  of  dealing  with  lawyers.  There  are  some  622,000  of  them  in  the  U.S.  and 
there  are  almost  as  many  legal  Web  sites.  Advice  is  plentiful,  but  so  is  hot  air.  Online  lawyers  aren't  required  to  post 
their  credentials  so  if  you  need  to  check  their  credibility,  go  to  our  favorite  site,  Lawyers.com.  We  recommend  using 
our  list  of  sites  to  research  your  particular  legal  issue.  Another  word  of  caution:  A  lawyer  cannot  establish  a  privi- 
leged attorney-client  relationship  with  you  until  you  meet  face-to-face.  So  be  careful  of  what  you  say  on  the  many 
Ask  a  Lawyer  message  boards  or  via  e-mail.  —Kelly  Newcomb 


AMERICAN  BAR  ASSOCIATION 

www.abanet.org 

Use  the  ABA's  General  Public  Resources  section  to  locate  a 
lawyer.  The  lawyer  referral  services  are  listed  by  state;  using 
the  service  will  often  entitle  you  to  a  free  half-hour  initial 
consultation.  The  site  also  directs  users  to  providers  of  pro 
bono  legal  services  as  well  as  the  American  Prepaid  Legal 
Services  Institute.  The  latter  offers  a  prepaid  legal  services 
plan  ranging  from  $9-$25  a  month.  Sign  up  and  you  can 
call  your  lawyer  as  many  times  as  you  need  to  about  con- 
sumer law  matters. 

►  BEST:  Have  an  abusive  or  incompetent  lawyer?  Check  out 
the  site's  Directory  of  Lawyer  Disciplinary  Agencies. 

►  WORST:  The  home  page  is  deadly  dull. 


icles 


DIVORCESOURCE.COM 

www.divorcesource.com 

Divorce  tends  to  be  an  ugly  affair.  This  Web  site  makes 

coping  with  it  more  tolerable.  The  site  includes  information 


on  divorce  law  by  county  and  state,  divorce  lawyers,  articli 
precedents  and  case  law,  and  a  Divorce  Dictionary  that  de- 
fines in  plain  English  the  important  terms.  In  each  count) 
section,  the  site  lists  local  lawyers,  financial  advisors,  sup- 
port groups  and  other  local  professionals  and  services  ont 
might  need  during  a  divorce.  Additional  features  include  a 
private  online  divorce  calendar  to  assist  in  organizing  courj 
dates  and  visitation  dates,  and  a  useful  child  support  calcuj 
lator.  The  site  also  offers  visitors  a  number  of  chat  room.1 
and  message  boards  where  you  will  quickly  find  out  thaj 
your  problems  are  shared  by  many. 

►  BEST:  The  forums,  boards  and  chat  rooms. 

►  WORST:  Depressing  sfate-by-state  tallies  of  visitors  to  eacl> 
page.  California's  had  132,000  hits,  Connecticut  21,000. 


DUHAIME'S  LAW  DICTIONARY 

www.wwlia.org/diction.htm 

Tired  of  legal  gobbledygook?  Want  a  clear  translatior 

Lloyd  Duhaime — lawyer,  barrister,  solicitor  and  a  Joh 


LAWYERS.COM 

www.lawyers.com 

Don't  be  turned  off  by  the  cheesy-looking  lawyer 
grinning  on  the  home  page.  This  is  the  consumer 
ersion  of  Martindale-Hubbell,  the  granddaddy 
all  legal  directories.  The  site  delivers  solid  legal 
information  and  a  step-by-step  guide  on  how  to 
find  and  hire  a  lawyer.  Find  out  how  the  law 
works  in  areas  ranging  from  small  business  to  dri- 
ving while  intoxicated.  Unlike  any  other  site  on 
the  Web,  Lawyers.com  also  boasts  a  database  of 
more  than  420,000  attorneys,  drawn  from  Mar- 
tindale-Hubbell. The  database  provides  detailed 
credentials  about  each  lawyer's  education  and 
training  so  one  can  make  an  informed  decision 
about  whom  to  hire.  An  Ask  a  Lawyer  section  al- 
low   users  to  pose  a  question  to  a  lawyer.  Is  my  car 


a  lemon?  Will  I  be  able  to  contact  my  grandson 
after  he  is  adopted?  Click  and  find  out. 

►  BEST:  Every  page  has  a  Locate  a  Lawyer  menu  bar. 

►  WORST:  Message  boards.  Beware  of  advice  from 
lawyer-wannabes. 


lawyers.com 
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NECX's  Global  Electronics  Exchange  gives  300,000 
registered  users  access  to  $30  billion  of  inventory. 

With  more  than  $1/2  billion  in  annual  trading 
volume,  "dot.com"  is  only  part  of  the  story. 


This  is  where  it  all  comes  together,  one  of  the  world's 
largest,  fastest  growing  —  and  most  liquid  —  centralized 
markets  for  electronic  components,  computer  products  and 
networking  equipment. 

The  Global  Electronics  Exchange  unites  the  market  making 
power  of  NECX.com  with  VerticalNet's  popular  Advanced 
Technologies  and  Communications  Communities.  The  result 
is  an  innovative  "bricks  and  clicks"  digital  marketplace.  A 
unique  combination  of  content,  communities  and  commerce 
that's  solving  today's  mission-critical  inventory  problems. 


In  real  time,  more  than  300,000  purchasing,  engineering 
and  management  professionals  from  1 29  countries  can 
share  knowledge  and  conduct  anonymous  transactions. 
Hundreds  of  industry-sawy  traders  provide  advice  and 
assistance.  And  everything's  supported  by  extensive  back 
office,  quality  assurance,  fulfillment  and  logistical  capabilities, 
plus  a  worldwide,  world-class  IT  infrastructure. 

Want  a  firsthand  look  at  the  trading  hub  for  the  electronics 
business?  You'll  find  it  at  NECX. corn's  Global  Electronics 
Exchange.  Call  800-922-6327,  or  visit  www.necx.com. 


y. 


VerticalNef 


www.necx.com 


GLOBAL  ELECTRONICS   EXCHANOE 

ASIA      •      AMERICAS      '      EUROPE 
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Lithgow  look-alike — provides  one  of  the  best  legalese-to- 
English  dictionaries  on  the  Web.  From  amicus  curiae  to  yel- 
low dog  contract,  this  site  is  worth  bookmarking  for  any  fu- 
ture legal  translations  you  may  need. 
>  BEST:  Duhaime's  biography:  Solid  credentials  presented  in 
an  amusing  read. 

►WORST:  Navigation.  Be  prepared  to  use  your  browser's 
back  button. 


can  locate  a  private  investigator,  find  a  lawyer  or  discusi 
your  legal  questions  with  others. 

►  BEST:  All  documents  are  free. 

►  WORST:  Site  design  is  as  boring  as  a  legal  brief. 


FREEADVICE.COM 

www.freeadvice.com 

FreeAdvice  provides  a  wealth  of  alternatives  for  finding 
answers  to  legal  questions.  This  site  is  easy  to  navigate  with 
topics  from  bankruptcy  to  aviation  law  displayed  right  on 
the  home  page.  There  is  also  a  handy  database  of  3,000 
questions  and  answers.  If  you  can't  find  an  answer  there, 
you  can  pose  questions  during  real-time  sessions  with  af- 
filiated lawyers,  called  FreeAdvice  Live.  During  tax  season, 
the  site  added  extra  tax  attorneys  to  staff  the  message 
boards.  For  advice  on  hiring  an  attorney,  visit  sister  site 
Attorneypages.com. 

►  BEST:  Site's  book  section  is  jam-packed  with  references. 

►  WORST:  Too  many  dead  links. 


LAWSTREET.COM 

www.lawstreet.com 

This  clean,  consumer-friendly  site  offers  a  LawGuide  tha 
covers  1 1  standard  areas  of  consumer  law,  from  matrimo- 
nial to  medical  malpractice.  Unlike  many  other  sites  which, 
simply  give  a  broad  overview  of  the  law,  LawStreet  ha: 
taken  the  time  to  customize  each  of  these  sections  based  or 
the  user's  county  and  state.  Under  New  Jersey  real  estau 
law,  for  example,  LawStreet  provides  specifics  on  how  anc 
when  contracts  become  legally  binding  as  well  as  what  spe- 
cific preclosing  inspections  are  necessary.  There  is  also  < 
Law  Street  Journal,  with  articles  and  commentary  on  lega 
issues.  You  can  search  for  a  lawyer  by  county  and  state,  bu 
don't  expect  any  credentials  or  references  for  the  lawyer: 
that  turn  up. 

►  BEST:  Legal  information  customized  to  the  user's  location. 
►WORST:  Banner  ads  not  at  all  relevant  to  the  law  or  finding 
a  lawyer. 


LAWGURU.COM 

www.lawguru.com 

LawGuru  is  sponsored  by  California-based  personal 

injury  law  firm  Eslamboly  &  Barlavi.  But  this  is  not 

WEB  TIP 

just  another  Web  site  from  an  ambulance-chasing       For  estate  p|annjng  g0 


law  firm.  This  useful  site  has  a  well-organized 
FAQ  section,  as  well  as  the  14,000  answers  to  its 
Ask  A  Lawyer  option.  A  link  to  sister  site  Find- 
Forms. com  lets  you  access  dozens  of  free  legal 
forms,  as  well  as  premium  forms  available  for  a   \ 
small  fee.  The  selection  ranges  from  prenuptial  agree- 
ments to  contracts  for  services.  This  is  a  popular  site  so  if 
you  pose  a  question,  be  prepared  to  wait  a  week  or  more  for 
an  answer. 

►  BEST:  Weird  Laws  section  where  you  will  find  out  that  in 
Florida,  anyone  tying  an  elephant  to  a  parking  meter  is  required 
to  pay  the  fee. 

►  WORST:  Annoying  banner  ads  smack  in  the  middle  of  the 
home  page  and  virtually  every  subsequent  screen. 


THE  LEMON  CAR  PAGE 

www.defect.com 

As  its  name  implies,  The  Lemon  Car  Page  provide 
details  on  the  law  and  consumers'  rights  whe 
they've  purchased  a  bum  vehicle.  The  site 
sponsored  by  a  Georgia  lemon  car  lawye 
T.  Michael  Flinn,  who  translates  applicab 
laws  and  gives  the  consumer  viable  strategic 
to  pursue.  There  are  links  to  the  differer 
lemon  car  laws  in  each  state,  as  well  as  a  cor 
nection  to  Martindale-Hubbell  to  locate  a  loc 
lemon  car  lawyer.  There  are  also  links  to  other  lemon  c;, 
resources. 

►  BEST:  Links  to  relevant  lemon  car  information. 

►  WORST:  Parts  of  the  site  load  slowly  or  not  at  all. 


to  forbesbest.com  where 

you'll  find  reviews  of  17  sites 

like  www.castlelaw.com,  a 

site  that  explains  in  plain 

English  the  myths 

surrounding  living 


LAWSMART.COM 

www.lawsmart.com 

Sick  of  having  to  call  your  attorney  for  small  details?  The 
first  step  towards  freeing  your  dependence  may  be  this  Web 
site.  Lawsmart  provides  templates  for  hundreds  of  letters 
and  documents  in  ten  consumer  law  areas,  ranging  from 
bankruptcy  to  small  business  to  immigration.  Just  click  on 
the  page  and  fill  in  the  blanks  and  you  have  designated  a 
guardian  for  your  children  or  set  up  a  small  business  part- 
nership. All  links  lead  to  sister  site  Lawinfo.com,  where  you 


USLAW.COM 

www.uslaw.com 

U.S.  Law  is  a  consumer  advocacy  site  with  areas  such  as  Ffl 
nerals:  A  Consumer  Guide  and  Investing  in  Mutual  FundB 
It  offers  a  free,  real-time  Ask-a-Lawyer  feature,  where  usM 
can  have  an  exchange  with  a  lawyer.  The  advice  supplied] 
not  terribly  deep,  but  can  help  you  determine  if  you  actuaj 
need  to  hire  a  lawyer.  There  is  also  a  small  business  resoi 
center,  with  advice  on  how  to  set  up  partnerships,  f] 
licenses  or  incorporate. 

►  BEST:  The  Build  a  Document  feature  lets  users  create  sin 
binding  legal  documents. 

►  WORST:  No  credentials  for  the  lawyers  in  the 
Ask-a-Lawyer  section. 


_ 
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tome  companies  are  really  on  the  ball. 


*%. 


Some  of  the  world's  most  forward-thinking  companies  have  transformed  their  web  sites  into  live  meeting  rooms. 


C 


<P        They  have  discovered  the  speed,  reliability  and  scalability  of  the  WebEx  Interactive  Network.  Their  web  sites 


.  Eflf  now  hum  with  people  conducting  business  right  in  their  browsers,  without  any  hardware  or  software  changes. 

Now  you  can  give  presentations.  Share  software  and  desktops.  Tour  the  Web.  Voice  and  video  conference.  All  in  real- 
I .  All  on  the  Web.  Talk  about  ROI.  Isn't  it  time  your  company  got  on  the  ball?  Visit  webex.com/ExtraOffer  or  call  1-877-50-WebEx  to 


t,how  great  minds  meet  online. 


■eat  minds  meet  online  at  webex.com 


id  the  WebEx  logo  are  trademarks  of  WebEx,  Inc.  ©2000  WebEx,  Inc.  All  rights  reserved, 
names  and  logos  are  registered  trademarks  of  their  respective  owners. 


webex 


It's  true.  Five  Star  dealerships 
do  things  differently. 
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When  you  visit  a  Five  Star  dealership,  you'll  be  pleased  to  know  that  everyone  you  me* 
sales  manager  to  the  service  advisor- has  completed  an  extensive  training,  testing  an 
process  all  to  be  the  very  best  they  can  be.  And  they're  all  working  together  to  ensure  o 
Odge        satisfaction  .  F.ve  Star  is  an  innovative  process  that  totally  redefines  how  cars  and  trui 
and  serviced.  Its  a  third-party  certification  process  so  rigorous,  only  the  best  make  the  cut. 
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-t  uc  p.uuu  10  snowcase  one  employee  of  the  month,  at  Five  Star  dealerships,  we  feel  that 
'loyee  is  worthy  of  this  distinction.  And,  when  our  employees  are  performing  at  their  best, 
ience  is  going  to  be  the  best  it  can  be.  •  For  more  details  or  for  the  dealer  nearest  you,  call 
5-STAR  or  visit  www.fivestar.com.  Get  a  better  experience-at  a  certified  Chrysler,  Plymouth, 
>dge  dealer  where  you  see  the  Five  Star  sign.     Five  Star.  It's  Better.  We'll  Prove  It. 
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Picture  Perfect 

Photography  ended  the  millennium  as  one  of  the  fastest 
growing  fine-art  collectibles.  But  as  the  offline  photog- 
raphy market  continues  at  its  torrid  pace, 
inventory  of  top-name  material  that  trickles  to  the 
Web  is  spotty.  If  you're  buying  a  name  work,  ask 
whether  the  print  is  vintage,  early  or  modern,  and  check 
condition  and  edition  sizes.  If  you're  willing 
to  gamble,  the  Web  is  a  great  place  to  find  work  by 
an  emerging  artist.  But  if  you're  buying  for  investment, 
you  should  know  that  experts  are  shooing  people 
away  from  the  newest  photographic  medium:  the 
giclee,  or  inkjet,  print.  While  it  can  create  beautiful 
images,  the  medium's  collectibility  remains  untested. 

—Missy  Sullivan 


ARTMECCA.COM 

www.artmecca.com 

Holding  to  the  notion  that  quality  is  in  the  eye  of  the  b( 
holder,  ArtMecca  has  jettisoned  the  esteemed  art  jury  mode 
In  other  words,  expect  to  slog.  Thank  goodness  the  site  has 
decent  search  engine.  When  we  visited,  more  than  600  cor 
temporary  photographs  were  available,  ranging  in  price  froi 
$50  to  $500,  searchable  (in  theory)  by  theme,  price,  sizi 
medium,  dominant  color  and  style.  Of  those  search  criterii 
style  and  price  proved  most  problematic.  ArtMecca's  martin 
and  framing  service  looks  good  in  theory;  in  practio 
though,  it  proved  quite  tough  to  calibrate  reliable  mat  colo 
Bottom  line:  quality  here  ranges  from  amateur  to  accorr 
plished,  making  this  a  viable  choice  mostiy  for  new  collectoi 
looking  for  affordable,  nonchallenging  art.  Want  origina 
Provocative?  Look  elsewhere. 

BEST:  Seven-day,  money-back  guarantee.  And  you  can 
contact  the  artists  directly. 

►  WORST:  Little  information  about  the  specific  photographic 
medium  used. 


ARTNET.COM 

www.artnet.com 

When  we  visited,  this  well-established  art  portal  carried  a 
inventory  of  more  than  120  photographic  works:  a  nice  m 
of  big  names  and  lesser  lights,  with  the  largest  share  l 
works  coming  from  the  post- 1960  era.  Lot  prices  rang* 
from  $100  for  an  undistinguished  turn-of-the-centu. 
French  photogravure  to  one  of  Edward  Curtis'  famous  N 
tive  American  portraits,  from  the  same  era,  offered 
$5,000-$6,000.  If  you've  got  questions,  you  can  e-mail  Ai 
net's  photography  specialist  directly.  And  if  you  want 
read  up  on  the  subject,  head  to  the  site's  massive  online 
bookstore.  When  we  checked  in,  it  carried  a  respectable 
titles  on  photography. 

BEST:  In  addition  to  offering  information  on  an  artist's  life  i 
career,  Artnet  shows  comparable  sales  results  for  that  artist  frc 
its  Fine  Arts  Auction  Database— for  free. 
►  WORST:  The  quality  of  works  is  mixed. 


COLLECTORS  PHOTO.COM 

www.collectorsphoto.com 
A  consignment  gallery  for  buying  and  selling  works 
name  photographers.  Best  if  you  know  what  you  want  < 
are  savvy  about  the  market — there's  no  editorial  contenf 
support  the  artworks  and  very  little  hand-holding.  E;| 
artist  is  represented  by  only  a  few  images,  but  quality  is  1 
Final  transactions  take  place  offline.  Because  pricing  is  I 
termined  by  the  disparate  sellers,  be  sure  to  check  a  reli<| 
price  guide  and  ask  about  condition  before  purchasing  hi 
BEST:  A  place  for  buyers  and  sellers  to  sell  without  a  galle  I 
or  auction  house  playing  intermediary. 
►WORST:  The  markup  seems  steep  for  such  a  bare-bones 
affair:  3%  buyer's  fee  and  15%  seller's. 
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■    Best  of  The  Web    ■    May  22,  2000 


ONVIEW.COM 

www.onview.com 

Consistent  source  of  high-quality  works 
by  name  artists.  Browse  through  fine  ex- 
amples by  luminary  lensmen  like  Henri 
Cartier-Bresson,  Gary  Winogrand  and 
^William  Wegman.  Check  out  the  sensu- 
\jiis  nudes  by  (yes,  that)  Leonard  Nimoy 
or  original  images  from  the  Motion  Pic- 
ture and  Television  Photo  Archive. 
There  are  also  edgier  works  by  contem- 
porary artists  like  Tony  Oursler  and  Ma- 
rina Abramovic.  Got  questions?  Not 
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only  can  you  e-mail  or  call  a  specialist, 
but  you  can  chat  in  real  time  with  them 
via  Onview's  instant  messaging  system. 
Coming  soon:  curated  online  photo  ex- 
hibitions and  exclusive  online  editions. 

►  BEST:  It's  the  only  retail  art  site  we  know 
of  where  you're  encouraged  to  haggle.  And  it 
has  a  wonderfully  intelligent,  concise 
photography  collector's  guide— a  rarity. 

►  WORST:  Because  member-galleries 
supply  editorial  content  on  the  proffered 
prints,  information  on  the  artists  and  their 
works  varies  widely.  And  image  blowups 
could  be  much  more  generous. 


RTGROUP.COM 

.eartgroup.com    . 

E)  serious  collectors.  More  than  500  photographic  images 
larquee  names  dating  back  to  the  19th  century.  And  not 
the  dregs  of  their  work,  but  desirable  images,  from  Ed- 

I  Curtis'  portrait  of  Geronimo  ($15,000)  to  one  of  Sally 
n's  riveting  portraits  of  her  daughter  Jesse  ($9,500). 

II  find  works  by  classics  like  Walker  Evans  and  Eugene 
t,  cutting-edge  stars  like  Shimon  Attie  and  fine,  afford- 
images  by  unknowns  for  $200  and  up.  Unfortunately, 


you  can't  get  pricing  and  artist  information  unless  you  regis- 
ter on  the  site.  And  too  many  of  the  works  come  up  empty  in 
the  artist  and  catalog  information  departments.  But  search- 
ing by  artist,  style  or  price  is  easy,  and  you  can  e-mail  an 
expert  at  any  time  with  questions  about  the  work. 

►  BEST:  Quality  work,  established  dealers,  broad  selection. 
Ability  to  zoom  in  on  details. 

►  WORST:  Because  Eartgroup  is  a  dealer  network,  you  may  pay 
up  to  a  10%  markup  on  works. 


EYESTORM.COM 

www.eyestorm.com 

A  swanky  Brit  site  specializing  in  limited-edition  works  by 
cutting-edge  artists.  Choose  from  an  eclectic,  well-chosen 
artist  list,  from  the  famous  (soup-can  master  Andy  Warhol) 
to  the  infamous  (animals-in-formaldehyde  shockmeister 
Damien  Hirst).  Whether  your  tastes  run  to  froofy  1940s 
fashion  photographers  (Erwin  Blumenfeld),  biting  social 
documentarians  (Alfredo  Jaar),  or  even  out-there  perfor- 
mance artists  (Marina  Abramovic),  Eyestorm's  worth  a 
click.  We  rate  the  site  highly  for  its  intriguing  roster  and 
affordability.  Drawbacks  include  an  annoying  hipper-fhan- 
thou  editorial  tone. 

►  BEST:  A  well-chosen  roster  of  artists.  Create  your  own 
virtual  collection. 

►WORST:  The  Delve  section— an  overdesigned  attempt  at 
educational  content  that  revolves  (literally)  around  buzzwords. 


GUILD.COM 

www.guild.com 

Guild.com,  which  first  made  its  mark  online  with  high-end 
craft  art,  has  forged  ahead  into  the  fine-art  biz.  When  we  vis- 
ited, its  inventory  of  juried  photographs  numbered  more  than 
500,  searchable  by  artist,  theme  or  price.  If  you  covet  a  partic- 
ular type  of  photographic  image,  like  cibachromes  or  silver 
gelatin  prints,  you  can  also  search  by  specific  media.  Prices 
range  from  several  hundred  to  several  thousand  dollars.  No 
household  names  here;  this  is  a  place  to  catch  a  rising  star. 
BEST:  You  can  commission  artists  to  create  works  for  you. 
►WORST:  Images  only  enlarge  to  one-third  screen  size. 


Welcome  to  GUILD.com...  The  New  Art  World  U 
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Photography  on  the  Web:  where  nature  meets  culture. 
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NEXTMONET.COM 

www.nextmonet.com 

As  the  name  implies,  you  won't  find  established  artists  here. 
But  photography  buffs  can  browse  through  more  than  700 
images,  many  of  which  are  quite  edgy  for  a  site  aimed  at 
fledgling  collectors.  To  brush  up  on  your  f-stops  and  photo 
history,  check  out  the  site's  ArtSmart  area.  Prices  range  from 
low  three-figures  to  upper  four. 

►  BEST:  Well-curated  works  by  emerging  artists.  And  a  good 
place  to  learn  the  basics  in  photographic  history  and  processes. 
►WORST:  Search  engine  is  not  always  reliable. 


rounded  by  lots  of  white  space,  yet  clicking  on  them  yiel< 
limited  enlargements. 

►  BEST:  Scant  bidding  and  occasional  gems  make  this  site 
worth  a  regular  look  by  beginners  and  bargain  hunters. 

►  WORST:  No  connoisseurs'  guide  for  photography,  despite  it 
being  one  of  the  hottest  areas  of  the  art  market. 


SOTHEBYS.COM 

www.sothebys.com 

Mostly  mediocre  works  by  name  photographers,  from 
19th-century  masters  Nadar  and  Julia  Margaret  Cameron 
to  contemporary  stars  Cindy  Sherman  and  Robert 
Mapplethorpe.  When  we  visited,  highlights  included  a  fas- 
cinating cache  of  mid-century  Soviet  images  and  a  won- 
derful shot  by  the  New  York  king  of  noir,  Weegee.  Few  lots 
offered  any  descriptive  information  on  the  artists  or  the 
work,  surprising  given  that  new  collectors  so  coveted  by 
Web  auctioneers  will  be  hungry  to  educate  themselves.  Site 
design  is  puzzling:  The  minuscule  thumbnails  are  sur- 


ZONEZERO 

www.zonezero.com 

You  can't  buy  photography  directly  on  this  site,  but  you  ca 
browse  and  learn  and  chat.  Put  together  by  noted  photogr; 
pher  and  curator  Pedro  Meyer,  Zonezero  features  wel 
chosen  exhibitions  of  contemporary  international  photoj 
raphers  working  in  the  digital  medium.  Browse  from  tr 
artist  portfolios — a  broadly  international  mix — and  if  yo 
see  something  you  like,  you  can  e-mail  the  artist  directl 
Portfolios  are  arranged  by  subject:  landscape,  portrait,  nud 
experimental  and  documentary.  A  chatty  magazine  offei 
content  of  interest  and  the  shop  (linked  to  Amazon  fc 
e-commerce)  sells  an  intelligent  selection  of  photograph 
books  and  digital  cameras. 

►  BEST:  High-quality  work  and  the  only  site  we  visited  that 
took  pains  to  help  you  calibrate  your  computer's  monitor  to 
optimize  viewing. 
WORST:  Artist  portfolios  are  limited  to  five  images  each. 


HedgeFund.Net 

Sophisticated,  Accredited  Investors  Only 


Hook  Up  with 
the  Big  Fish 


HedgeFund.Net 

A  Tuna  Web  Site 


Tuna  Group,  LLC  -The  Alternative  Financial  Services  Company 

LOCUST  VALLEY,  NY  •  NEW  YORK,  NY  •  BOSTON,  MA  •  CARLSBAD,  CA 
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3  the  minute  financial 
;.  Stock  quotes.  Market 
arch.  24  hours  a  day. 
ou  II  know  right  away 
u  II  be  rolling  in  cash, 
allowing  in  self  pity 
w. yahoo. com 
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Design  Online 


Now  that  the  20th  century  is  officially  over,  its  furniture  and  decorative  arts  have  been  flying  out  of  antique  shops  with 
a  vengeance.  Kidney-shaped  coffee  tables.  Art  Deco  mirrors.  Sleek  steel-and-leather  sofas.  Few  emporia  dealing  with 
20th-century  design  let  you  buy  on-site  but  browsing  online  can  save  time  and  shoe  leather.  Most  of  the  work  by  mod- 
ernist designers  (like  Charles  and  Ray  Eames)  was— and  still  is— mass-produced.  So  if  you're  buying  for  more  than 
sheer  nostalgia,  you'll  want  to  educate  yourself  as  to  which  manufacturers  produced  which  designs  in  their  original 
form,  and  which  were  licensed  to  do  the  remakes. 

Prices?  Because  of  the  huge  postwar  production  runs  on  popular  designs,  it's  still  possible  to  find  a  vintage  piece 
in  good  condition.  But  beware:  amid  the  classic  modern  designs  and  warm-and-fuzzy  nostalgia  pieces  are  some  truly 
dreadful  remnants  of  our  pared-down,  plastic-fantastic,  postwar  culture.  Ebay  sellers  would  have  you  believe  other- 
wise, but  not  every  piece  of  postwar,  baby  boomer  kitsch  will  increase  in  value.  If  you  are  spending  heavy  money,  it  pays 
to  know  your  seller.  —Missy  Sullivan 


links  included. 

►  BEST:  One  of  the 
few  sites  where  you 
can  buy  online;  prices 
in  dollars  and  euros. 

►  WORST:  The 
encyclopedia  entries 
lack  pictures  of  the 
designers'  major 
works. 


ICON20 

www.icon20.com 

Our  top  pick  for  commerce  and  content, 
Icon20,  recendy  boasted  a  primo  selection 
--of  nearly  400  pieces  of  furniture  and 
^tecorative  arts  by  top  dealers,  searchable 
by  object  type,  period  and  price.  Inven- 
tory ranges  from  small  and  sexy  (a  $1,500 
polka-dot  Bakelite  bracelet)  to  large  and 
playful  (whimsical  storage  units  by  Ettore 
Sottsass).  Whether  designed  by  a  famous 
artist  (a  monumental  vase  by  Art 
Nouveau  master  Emil  Galle  for  $31,000) 
or  an  anonymous  one  (a  handsome  Deco 
recliner  from  Czechoslovakia  for  $6,500), 
the  goods  are  very  good.  And  if  you  don't 
know  a  designer,  click  over  to  the  Learn 
page  and  dig  for  a  profile  in  the  handy  de- 
sign encyclopedia.  Or  check  out  its  gem  of 
a  magazine  for  readable  and  informative 
designer  profiles,  collectible  roundups 
and  curator  interviews.  Bookstore,  calen- 
dar, and  museum 
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BANALDESIGN.COM 

www.banaldesign.com 

Do  the  clean  lines  of  modernism  begin  to  seem  old  hat?  Ma; 
your  tastes  run  to  the  more  playful  Po-Mo  (postmodern 
the  uninitiated).  In  that  case,  your  click  is  Banaldesign.coi 
where  things  are  anything  but.  Choose  from  a  chic  and  ed 
selection  of  furniture,  tableware  and  accessories  from  po 
modernists  on  both  sides  of  the  big  pond.  Designers  incl 
the  ultrahip  Philippe  Starck,  who  weighs  in  with  everyth 
from  three-legged  chairs  to  a  four-headed  teddy  bear;  Ame 
can  "classical"  postmodernists  like  Michael  Graves; 
renowned  Italian  and  Japanese  designers.  Also  offers  a  fas 
nating  20-year  time  line  of  Starck  chairs. 
*■  BEST:  Don't  miss  the  artist-designed  products,  including  th 
David  Hockney  bed  linens. 
►  WORST:  Claims  to  offer  designer  interviews.  Where? 


DESIGNADDICT.COM 

www.designaddict.com 
Top-notch  resources  related  to  modern  and  postmod 
design,  with  designer  and  manufacturer  index,  virtual  e> 
bitions,  interviews  with  designers,  collector  forums,  m 
and  an  events  calendar.  Boasts  extensive  links,  which  incl 
an  international  array  of  online  design  magazines,  musei 
and  the  most  comprehensive  list  of  dealers  on  the  Web. 

►  BEST:  Unparalleled  links. 

►  WORST:  Scanty  editorial  on  exhibition  and  index  pages. 


DESIGN  WITHIN  REACH 

www.dwr.com 

Crisply  designed  site  offers  high-end  repros  of  classic  mod 
designs.  Furniture  and  lighting  by  venerable  modernists! 
Alvar  Aalto,  Marcel  Breuer  and  Charles  and  Ray  Eames,  j 
contemporary  designers  like  Philippe  Starck.  View  proc 
solo  or  within  a  room  setting.  Click  on  helpful  descript] 


■    Best  of  The  Web    •    May  J2.  2000 


While  you're  driving  your  business  forward,  we'll 
alert  you  to  the  signals  &  warnings  along  the  way. 


On  the  road  to  your  business  goals,  there 
are  signals  coming  from  every  direction — 
customers,  processes,  financial  results,  and 
your  own  staff. 

The  signals  reveal  whether  you're  still  on 
course  or  need  to  change  direction.  But 
how  do  you  know  which  business  signals 
to  follow— and  which  to  ignore? 

For  answers,  turn  to  Corporate  Performance 
Management  with  the  SAS®  Solution  for 
Balanced  Scorecard.  It  tracks  key  perfor- 
mance indicators,  revealing  how  they're 
impacting  each  other  aw/ your  business. 

Sustain  and  improve  shareholder  value 
Align  your  business  around  common  goals 
Optimize  resources  throughout  your  company 
Monitor  the  health  of  your  entire  enterprise 


Visit  us  at  www.sas.com/scorecard  for 
your  free  guide  to  Driving  the  Vision  with 
a  Balanced  Approach. 


SAS  Institute 


www.sas.com/scorecard      E-mail:  forbes@sas.com     919.677.8200 


Mher  SAS  Institute  Inc  product  or  servtce  names  a<e  reentered  tr.idemarKS  or  trademartS  of  SAS  Inst 
lis  ol  Iheli  respective  companies     Copyright  ^  2000  by  SAS  institute  Inc.    27054  USOtOO 


ute  Inc  <n  me  USA  ana  other  countries  <?  indicates  USA  registration  Other  orand  and  product  names 
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and  designer  bios.  (We  learned  that  the  scissor-shaped  leg  of 

Mies  van  der  Rohe's  Barcelona  Chair  was  inspired  by  ancient 

examples.)  Site  sponsors  claim  that  orders  are  ready  to  ship 

within  a  week  Coming  soon:  a  designer  registry. 

*  BEST:  Decorating  a  new  office?  Check  to  see  if  you  qualify  for 

volume  discounts. 

►WORST:  Thumbnails  too  small. 


Unlike  many  gallery  sites,  Modernism  offers  satisfying  descrir. 
tive  text  with  links  to  designer  biographies. 
►  BEST:  The  extensive  descriptions  often  include  information  o 
previous  owners.  That  handsome  1930s  settee  somehow  looks  eve 
more  attractive  once  you  know  that  it  belonged  to  George  Gershwir 
►WORST:  No  prices  listed.  You've  got  to  contact  the  gallery. 


EATMYHANDBAGBITCH.COM 

www.eatmyhandbagbitch.co.uk 

Despite  the  smart-aleck  name,  this  Brit  site  is  a  winner,  with 
an  inspired  collection  of  1950s  through  1980s  furniture  and 
accessories.  Browse  by  category  (seating,  storage,  lighting, 
desks  and  dining  objects).  It's  fun  and  easy,  with  generous- 
sized  thumbnails,  prices  and  descriptions  right  up  front  (no 
need  to  click  to  a  second  or  third  page).  Inventory  shines 
brightest  in  the  seating  category,  from  Marc  Held's  Culbuto 
Rocking  Chair,  with  its  egg-shaped  base  and  bear-fur  uphol- 
stery, to  Pierre  Paulin's  wavy  Tongue  Chair.  Lighting  is  domi- 
nated by  light-footed  Italian  designs,  while  the  Objects  cate- 
gory boasts  a  fun  assortment  of  vintage  electronics,  ice  buckets 
and  the  like,  including  a  red  1950s-era 
German  fridge  in  full  working  order. 
►  BEST:  Browsing  is  fun,  fun,  fun.  Prices, 
listed  in  pounds  sterling,  are  reasonable. 
►WORST:  Can't  buy  online  and  a  lot  of 
the  good  stuff  is  already  sold. 


MODERNITY 

www.modernity.nu 

If  the  measure  of  a  20th-century  design  Web  site  is  the  slee 
simplicity  of  its  page  layouts,  then  Modernity  wins,  hanc 
down.  Eminently  easy  to  browse,  with  large,  vivid  thumb 
nails  arranged  in  rows  on  strikingly  colored  background; 
Quality  and  condition  of  goods  are  mint,  but  as  this  is  th 
brochure  site  of  a  smallish  Stockholm  gallery,  inventor 
(furniture,  lighting,  glass  and  ceramics)  is  limited.  An 
you'll  have  to  call  Sweden  to  make  any  deals. 
►  BEST:  Worth  a  visit  for  the  clean,  smart  design. 
►WORST:  So  good,  we  wished  there  was  more  inventory. 


GANSEVOORT  GALLERY 

www.gansevoortgallery.com 

Beautifully  designed  dealer  brochure 
site,  but  rather  like  a  tantalizing  appe- 
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Using  good  design  to  sell  good  design 


tizer  with  no  main  course.  Sure,  the 
Frank  Lloyd  Wright  chair,  Frank  Gehry  barstools  and 
Alexander  Calder  brooches  are  all  impressive  design  objects, 
but  they  represent  only  a  small  fraction  of  the  gallery's  in- 
ventory. The  Gansevoort  folks  must  really  just  want  you  to 
visit  their  New  York  City  gallery. 

►  BEST:  Blue-chip  gallery,  elegant  site  design. 

►  WORST:  Not  enough  meat  and  no  prices  listed. 


MOMA  DESIGN  STORE 

www.momastore.org 

New  York's  Museum  of  Modern  A 
started  the  first  curatorial  departmei 
devoted  to  architecture  and  design  i 
1932  and  it  has  been  schooling  us  in  tl 
stuff  ever  since.  At  the  online  Mon 
Design  Store,  that  education  includ 
offering  expensive  remakes  of  class 
museum  designs:  furniture,  tablewa 
and  accessories.  Browse  by  product  c 
egory,  designer,  or  manufacturer.  Ea 
item  has  clicks  for  a  designer  bio  ai 


supplemental  product  information. 
►  BEST:  The  miniature  modern  chair  collection— a  must  for  any 
sign  aficionado.  And  check  out  the  sale  page  to  avoid  sticker  shoe 
►WORST:  The  site  moves  like  molasses.  The  tiny  thumbnails 
and  text  are  engulfed  by  lots  of  clean— and  useless— white  spat 


MODERNISM  GALLERY 

www.modernism.com 

If  you  always  felt  you  belonged  in  a  Noel  Coward  setting — 
streamlined  cocktail  shakers  and  skyscraper-shaped  mirrors — 
click  on  to  this  online  arm  of  the  Modernism  Gallery,  a  south 
Florida  Deco  dealer.  Only  a  fraction  of  the  company's  exten- 
sive inventory  is  on  display,  but  what's  there  is  worth  a  look — 
furniture,  lighting  and  accessories  by  American  designers  of 
the  Machine  Age  and  their  slightly  frillier  French  counterparts. 
When  we  looked,  notable  items  included  a  classic  desk  set 
horn  a  Deco-era  movie  palace;  a  Kern  Weber  chrome-and- 
leather  "springer"  chair  and  sofa;  and,  for  the  suavest  goldfish 
in  town,  a  1930s  chrome-and-glass  torchere-shaped  fishtank 


NEWEL  GALLERIES 

www.newel.com 
Best  for  pre- WWII  antiques.  This  venerable  Manhattan  dea 
carries  a  large  inventory  of  Art  Deco  and  Art  Nouveau  mat 
ial  from  Europe  and  America.  Newel's  search  engine  allows ) 
to  narrow  by  style,  object  type  and  price,  but  the  style  opt 
can  be  confusing,  as  it  mixes  nationality,  material,  and  styk 
would  be  helpful  to  be  able  to  search  by  era,  as  well.  Shopp 
here  is  not  for  the  economy-minded  ($18,500  for  an  ebor 
mirror  with  gilt  swags;  $900  for  a  vintage  1920s  telephone).] 
transactions  take  place  offline,  which  is  fine  considering ; 
want  to  close  this  size  deal  with  some  kind  of  personal  contj 

►  BEST:  A  huge  selection  of  quality  pre-WWII  material. 

►  WORST:  If  you  double-click  on  more  than  one  thumbnail,  till 
description  for  each  remains  that  of  the  first  one  you  clicked  or  J 
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Sales   are   up    127%. 
U  nf  ortunately, 
transaction   COSTS 
are   up   even    more. 
CHEERS. 


Managing  your  costs  as  well  as  your  revenue  can  be  a  challenging  task  for  any  business, 
ut  eFunds  has  solutions.  Our  online  debit  payment  capability  can  increase  profitability  by  reducing 
aur  net  payment  costs,  while  settling  funds  through  the  ACH  network.  This  enables  you  to  build 
ronger  relationships  with  your  customers  by  offering  them  another  convenient  means  of  payment. 

Whether  it's  our  breakthrough  services  or  our  custom  solutions,  only  eFunds  combines 
n  power  of  debit  information  with  multiple  payment  delivery  networks  that  enable  an  eBusiness  to 
nhance  customer  relationships  by  making  web-based  payment  options  familiar,  convenient  and 
pst-effective.  Call  us  at  l-888-9eFunds  (1-888-933-8637)  or  visit  eFunds.com  to  build  customer 
lationships  you'll  truly  value. 

eck  Authorization  •  New  Account  Authorization  •  EFT  Processing  Services  •  ACH  Processing  Services  •  Debit 
Elections  Services  •  Fraud  Solutions  •  Compliance  Solutions  •  eCommerce  Solutions  •  EFT  Processing  Software  • 
•ctronic  Check  Conversion  •  DebitBureau""  •  Business  Process  Management  •  IT  Development  Support 


eFunds 


MAKE  EVERY  TRANSACTION  MORE  VALUABLE" 


*&  collects,  maintains  and  applies  consumer  information  in  accordance  with  industry- 
tog  data  stewardship  policies  and  applicable  laws.  eFunds  Corporation  is  a  subsidiary  of 
as  Corporation  (NYSE:  DLX).  ©2000,  eFunds  Corporation.  All  rights  reserved. 
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the     marketplace     of     the     world's     finest     art,     antiques     and     dealers. 
/er  treasures   across   continents   and   generations.   then    make   room    for  what 
l   about:    The    perfect    piece.    212.679.2033 
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Luxe  shopping  |  SUPERLUXURY  CARS 


The  Passion  for  Driving 

When  you  buy  a  $360,000  Rolls-Royce  Corniche,  you  want  to  kick  the  tires  first.  At  your  computer,  you  can't  smell  the 
Connolly  leather  or  run  your  fingers  through  the  plush  carpeting.  So  why  go  to  the  Web?  The  fact  is,  most  superluxury 
car  sites  read  like  brochures,  swathed  in  sleek,  often  animated  pictures.  The  sites  also  tell  you  how  passionate  and  spe- 
cial a  couple  you  and  your  car-to-be  will  make.  Don't  expect  an  official  car  dealer  or  manufacturer's  Web  site  to  give 
you  the  comparative  specs  you  need  to  decide  between,  say,  a  Ferrari  and  a  Jaguar.  But  what  you  can  find  at  these  sites 
are  important  technical  and  historical  facts  on  your  favorites— everything  from  the  history  of  that  impressive  V-12  engine 
to  facts  about  the  founding  of  an  exotic  car  company  to  performance  in  the  last  world  racing  championship.  You'll  proba- 
bly learn  most  at  Ferrari's  site,  which  is  stuffed  to  the  trunk  with  info,  while  at  our  favorite  Web  site  you  can  build  your  own 
custom  Jaguar— even  if  you  can't  afford  it  in  real  life.  —  Jay  Akasie 


JAGUAR 

www.jaguar.com 

This  site,  from  Ford's  Jaguar  division,  is 
as  well-designed  as  its  cars.  From  the 
moment  you  log  on,  you  see  the  flowing 
lines  of  the  XK8  coupe  course  by  in  black 
#«nd  white.  Simple  to  navigate,  the  site  is 
vully  loaded  with  animations,  informa- 
tion and  historical  tidbits,  like  the  fact 
that  Jaguars  won  the  Le  Mans  trophy 
five  times  in  the  1950s.  You  also  get  a 
picture  of  each  model  along  with  the 
suggested  retail  price.  Build  Your  Own 
Jaguar  lets  you  choose  the  interior  and 
exterior  colors,  load  up  options  (though 
on  Jaguars  most  everything  is  standard) 
and  get  a  final  price.  Find  out  about 
warranties  on  preowned  Jags  here,  too. 
You  can  even  download  a  slew  of  snazzy 
screensavers. 

►  BEST:  That  nifty  Build  Your  Own  Jaguar 
feature. 

►WORST:  Titles  like  Obsession  and  copy 
like  "You  never  thought  it  would  happen  to 
you"  read  like  bad  perfume  ads.  And  techni- 
cal specifications  are  annoyingly  separate 
from  car  descriptions. 
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ASTON  MARTIN  LAGONDA 

www.astonmartin.com 

James  Bond's  car  of  choice.  Classy  green  and  black  site  < 
sign  fits  the  car's  style  to  a  tee.  Learn  about  the  British  n 
car  manufacturer's  founding  in  1914  in  a  small  West  Lond 
workshop  and  its  history  of  experimental  cars  dating  back 
the  1950s.  Inspect  the  specs  and  history  behind  models 
the  V-8  Coupe  with  its  5.3-liter  twin  supercharged  V-8 
gines  and  5-  or  6-speed  manual  transmission.  Want  to 
from  0-62  mph  in  4  seconds?  Consider  the  V-8  Le  to 
Vantage.  The  site  lists  all  authorized  dealers — without 
mentioning  that  Aston  Martin  is  owned  by  Ford. 

►  BEST:  Cruise  the  Aston  Martin  Owners  Club  link  for  compe 
tion  listings,  online  member  directory,  news  and  links. 

►  WORST:  Sections  like  Restoration  read  like  a  brochure. 


BRAMLEY 

www.racecar.co.uk/bramley 
No  site  map  needed  because  there's  not  much  here.  Tb 
nancing  section  is  really  a  phone  number  and  e-mail  add] 
What  you  will  find  are  this  British  dealer's  current  stoc 
Porsche  and  Mercedes-Benz  hot  rods  with  details  and  p 
(in  sterling  of  course).  We  found  the  Mercedes  A-Class, 
available  Stateside.  Another  section  lists  available  spec 
cars,  like  used  Aston  Martins,  but  don't  expect  much  irj 
way  of  new  models — we  found  only  Audis  and  Volkswaj 
Icons  over  each  section  enlarge  to  give  a  detailed  view  of 
model.  The  site  promises  to  post  test-drive  results  soo^ 
»  BEST:  Browse  the  inventory  and  compare  prices. 
*■  WORST:  Americans  can't  order  cars  here. 


CALIFORNIA  COACH  SALES 

www.coachsales.com 
Need  a  customized  vehicle?  This  California  company 
stretch  Lincoln  Navigators,  Hummers,  and  even  make! 
carts,  cable  cars  and  funeral  coaches  to  your  specificatj 
Send  exact  specs  and  the  site  will  let  you  know  if  it 
done.  Large  color  photos  of  past  offerings  provide  ij 
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mailable  in  all  states.  For  more  information  go  to  esurance.com  or  call  (800)  926-6012.  Esurance  Insurance 
es  is  a  provider  of  insurance  policies  that  are  issued  by  Argonaut  Insurance  Company  Menlo  Park,  C ' 
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Now  you  can  add 

"insurance  agent"  to 

your  resume. 


Introducing  Esurance.  Auto  insurance  you  customize  and  buy  online.  For  decades 
now,  insurance  agents  have  provided  you  with  the  coverage  and  peace  of  mind  you've  needed. 
Thanks  to  Esurance,  you  can  now  do  it  yourself.  Esurance  is  the  first  national  Internet  insurance 
provider  that  sells  auto  insurance  directly  to  you.  In  just  minutes,  you  can  select  customized 
coverage  options,  buy  your  policy  online,  and  even  print  out  your  proof  of  insurance  card.  It's 
easy,  flexible  and  fast.  Visit  esurance.com. 


n esurance 

Insurance.  Only  Better." 
esurance.com 
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though  otherwise  the  site  is  not  much  to  look  at.  Request  the 
site  to  track  down  what  you  want  and  you  should  get  price 
and  financing  terms. 

.  BEST:  Type  in  your  specifications  and  they'll  start  locating  a  ve- 
hicle before  you  even  talk  to  anyone. 
►WORST:  Can't  search  without  entering  personal  information. 


FERRARI  NORTH  AMERICA 

www.ferrari.com 

Ferrari.com  combines  sleek  graphics,  a  clear  layout  and  rich 
content.  Find  out  about  the  4.0-liter  V-12  engine  that  took 
Ferrari  to  the  World  Sports  Car  Championship  in  1995  after 
a  two-decade  absence.  Or  read  one  of  many  historical  photo- 
studded  stories  from  Rosso  Ferrari  magazine,  such  as  "Sport- 
ing racing  cars,  1947-1962"  in  the  innovative  Cultura 
section.  The  site  is  split  into  sections  that  include  all  you'd 
want  to  know  about  models  and  upcoming  racing  events, 
such  as  driver  names  and  number  of  laps.  Choose  your 
options,  colors  and  accessories  for  your  favorite  Ferrari.  Try 
the  Fly  Around  feature  for  360-degree  views  of  models  from 
outside  and  in.  There's  even  a  slide-show  gallery  that 
includes  shots  of  engines  in  various  stages  of  construction. 
►  BEST:  Well-designed  and  comprehensive. 
►WORST:  You  can't  arrange  a  purchase  online. 


Click  here  to  test  drive  the  fastest  production  car  in  the  world. 


G.WAGEN  USA 

www.gwagen.com 

Long  before  every  soccer  mom  drove  an  SUV,  there 
was  the  Mercedes-Benz  Gelaendawagen,  a  four- 
wheel-drive  monster  that  you  had  to  buy  in  Ger- 
many. Average  cost:  $135,000.  Learn  about  the  three 


WEB  TIP 

Looking  for  a  low-key 

alternative  to  a  superlux 

model?  Forbesbest.com 

has  a  broad  selection 
of  car  buying 


MCLAREN  CARS,  LTD. 

www.mclarencars.com 

Only  available  since  1990,  the  English  McLarens  cost  close 
to  $1  million  and  are  arguably  the  most  exotic  cars  in  the 
world.  When  production  of  the  ultralight  Fl  drew  to  a  clc 
two  years  ago,  only  64  had  been  built.  At  this  easily  manei 
vered  site,  you'll  get  the  fax  number  of  a  rep  who  will  con 
tact  you  if  a  McLaren  should  ever  hit  the  market.  (Gooc 
luck.)  Find  out  the  Fl's  world  speed  record  (240.14mph) 
and  learn  that  every  Fl  is  outfitted  with  a  modem. 
►  BEST:  The  coolest  cars  on  the  planet. 
►WORST:  No  news  from  racetracks. 


sites 

models:  two-,  three-  and  five-door.  If  you  download  a 
special  application  you  can  view  them  in  3-D,  order  a 
brochure  or  contact  a  sales  representative.  Not  much  else 
here  besides  basic  information. 

►  BEST:  Enticing  shots  of  the  sumptuous  interiors. 

►  WORST:  Skimpy  content  is  masked  by  overdone  graphics  and 
Flash  animations. 


ROLLS-ROYCE  &  BENTLEY 
MOTOR  CARS 

www.darkforce.com/royce 
This  offbeat  unofficial  site  offers  detailed  his 
ical  information.  Read  obscure  references  like  let 
by  Charles  Rolls  about  his  first  meeting  with  Frede 
Royce  on  May  4,  1904.  The  graphics  are  an  eyesore: 
typeface  on  a  black  background  with  annoying  Hai 
hornpipe  music  playing  in  the  background.  Besides 
interesting  historical  info,  there  are  descriptions  and 

tures  of  many  Rolls  and  Bentley  models.  The  site  also 

HUMMER  authorized  dealers. 

www.hummer.com  ►BEST:  Hard-to-find  that  historical  detail. 

Want  to  get  a  vehicle  originally  designed  to  be  hauled  by  a     ►WORST:  Dead  links. 

helicopter?  AM  General  started  selling  Hummers,  first  used  in     

the  U.S.  military  20  years  ago,  to  civilians  in  1 99 1 .  Both  main     SOUTH  COAST  MOTORCARS 

sections — one  civilian,  the  other  industrial — have  great  pic-     www.southcoastmotors.com 

tures.  The  civilian  part  is  flashier,  with  music  and  videos  of     You'll  get  a  slick  cyberride  from  the  official  dealer  of  I 

the  Hummer  in  action,  along  with  FAQs  and  historical  tidbits.      Martin  and  Jaguar  in  Orange  County,  Calif.  Visually  sl| 

In  the  industrial  section  you'll  find  a  picture  gallery  and  ways     than  most  dealer  sites,  but  otherwise  nothing  special.  Tr 

to  configure  your  Hummer  for  virtually  any  industrial  use.      lots  of  selling,  but  you  can't  buy  a  car  online.  Click 


You  can't  order  a  Hummer  here  though. 

►  BEST:  Excellent  animations,  some  mimicking  a  grainy  movie 
reel,  make  this  Web  site  among  the  most  lively  and  fun. 

►  WORST:  No  details  on  the  newest  model,  the  H2,  just 
unveiled  in  Detroit  through  an  alliance  with  GM. 


brass  doors  and  a  uniformed  attendant  opens  them, 
there,  access  history  and  information  about  current 
Martins  and  Jaguars.  All  the  pandering  will  make  you  \ 

►  BEST:  Send  e-mail  postcards  of  exotic  vintage  models  to  i 

►  WORST:  The  News  and  Notes  are  just  boring  press  releJ 
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RE'S  A  MORE  RATIONAL  APPROACH  TO  INCREASING  PROFITS. 


hr  than  m'ckeL-and-dime  their  employees,  manufacturers  have  significantly  cut  costs  and  increased 
ts  using  SupplierMarket.com,  the  leading  online  business-to-business  marketplace  for  manufactured 
jets.  It  is  where  buyers  find  suppliers,  suppliers  bid  for  new  business,  and  employees  save  their 
ge  for  soda.  All  you  need  is  a  Web  browser,  and  the  desire  to  stay  ahead  of  the  competition. 


'e  buy  parts.  People  sell  parts.  This  is  where  they  meet. 


SupplierMarket.cam 
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www.Kick  Back  Here.com 

Ready  to  buy  that  weekend  home  at  the  shore?  Fantasizing  about  strolling  from  your  living  room  straight  onto  the 
links?  While  buying  property  online  is  not  yet  a  reality  (would  you  feel  comfortable  putting  a  Jamaican  villa  in  your 
shopping  cart?),  the  Web  is  slowly  becoming  helpful  in  the  search  for  a  second  home.  At  this  point,  regional  realty 
sites  still  dominate  Web  offerings.  We've  dug  up  the  best  of  those,  along  with  sites  that  aggregate  listings  by  location 
or  type  of  property— like  oceanfront  estates  or  golf  course  frontage.  —Kelly  Newcomb 


LUXURYREALESTATE.COM 

www.luxury-realestate.com 
This  site  represents  more  than  400  luxury 
brokerages  worldwide.  Do  your  require- 
ments include  wraparound  water  and 

W  fountain  views?  Historic  designation? 

\  1  Search  the  vast  listings  by  location,  cost  or 
type  of  property,  from  ranch  to  waterfront 
to  golf-side.  The  results  offer  quantity  and 


1 


quality,  with  breathtaking  prices  to  match. 

Whether  it's  a  private  Caribbean  island, 

a  Paris  mansion,  or  a  447-acre  parcel  of 

prime  Rocky  Mountain  real  estate, 

/  mmje  A  ttfk  /-'vm/unr  Skvmcs— 

IS 

the  site  delivers  fantasy  property  of 
every  shape  and  size.  Luxury  Links, 
though,  are  disappointingly  spotty. 

►  BEST:  Selection  and  quality. 

►  WORST:  Aside  from  the  opening 
slide  show  of  baronial  estates,  few 
listings  feature  more  than  one  picture. 

1 

\\  WJNG&CLARK.INC 

HAMPTONS  REAL  ESTATE  ONLINE 

www.hreo.com 

Click  here  for  a  Jay  Gatsby  estate  on  Long  Island's  East  End  or 
a  high-priced  weather-beaten  shack.  Check  out  the  44-acre 
oceanfront  estate  originally  built  by  Henry  Ford  II,  asking 
price:  $19  million.  Besides  million-dollar  homes,  there  is  an 
abundance  in  the  under- $400,000  range.  This  site  claims  more 
than  700  such  properties  for  sale  but  since  most  properties  are 
listed  by  multiple  realtors  the  actual  number  available  is  less. 
For  buyers  interested  in  a  tear-down  or  custom  casde,  you'll 
find  lots  for  sale  and  links  to  local  builders. 

BEST:  Detailed  listings,  many  with  multiple  photos. 
-  WORST:  Deja  vu  listings— same  house,  different  realtor. 


INTERNATIONAL  REAL  ESTATE  DIGEST, 
GOLF  PROPERTIES 

www.ired.com/dir/golf.htm 

For  goiters  seeking  their  own  fairway  view,  Ired  links  you  to 
more  than  dO  sales  and  rental  sites  for  links-side  homes. 


Heaviest  listings  in  Florida,  the  Carolinas  and  Arizoi 
Handy  icons  next  to  links  reflect  Ired's  reviews  on  the  qu 
ity  and  content  of  the  site. 

►BEST:  Reviews  of  each  site  by  Ired  highlight  your  best  bets. 
WORST:  Hard  to  tell  buying  links  from  renting  links. 


INTERNATIONAL  VACATION  HOMES 

www.ivacation.com 

This  minimally  designed  site  features  homes,  timeshares  a 
properties  for  sale  by  owner,  organized  alphabetically 
state,  region  and  country.  Clean  and  easy  to  navigate,  Iva 
tion  offers  properties  in  locations  not  routinely  found 
other  sites,  like  a  40-acre  ranch  near  pristine  Bonners  Fei 
Idaho,  for  $395,000.  But  listings  are  heaviest  in  the  popi 
sun  spots:  the  Caribbean,  Florida  and  Mexico. 

►  BEST:  A  decoder  of  timeshare  terms  for  potential  buyers. 

►  WORST:  Spotty  inventory  and  the  occasional  dead  link. 


OCEANFRONTPROPERTIES 

www.oceanfrontproperties.com 

Looking  to  dig  your  toes  in  the  sand  of  your  very  own  stri 
of  beach?  This  clearinghouse  for  oceanfront  properties 
for  sale  by  owner)  posts  paradisal  properties  in  some 
dozen  locations,  from  the  Caribbean  to  the  South  Seas.  1 
ings  range  from  a  rustic  two-bedroom  cedar  cottag 
Hawaii  for  $275,000  to  a  $2.8  million  mansionette  on  a 
vate  Cayman  Island  beach.  Listings  include  price,  along 
descriptions  of  the  home  and  its  surrounding  region,  f 
have  plenty  of  pictures,  including  water  views. 
►■  BEST:  Great  photos.  Click  on  them  and  dream. 
►  WORST:  In  some  locations,  like  Maine,  the  pickings  are  it 


WORLD  WIDE  TRAVEL  EXCHANGE 

www.wwte.com 

A  smattering  of  homes  for  sale  by  owner,  searchable  by  I 

tion.  Properties  range  from  a  raintree  estate  in  Fiji  to  a 

century  Tuscan  farmhouse.  Condos  figure  prominendyj 

ers  can  contact  the  seller  directly  for  more  informatioij 

to  continue  the  discussion.  Note  that  the  site  has  rec 

been  acquired  by  VacationSpot.com,  and  may  soon  ne| 

be  accessed  through  that  site. 

►  BEST:  Properties  in  exotic  locales  and  no  broker  fees. 

►WORST:  Many  locations  offer  only  one  or  two  listings. 


,AO     '    


S    ■    Best  nf  Th>  Woh    .    \'.,v  22.2000 


// 


ICEBERG? 


WHAT  ICEBERG? 


// 


OR,  THE  IMPORTANCE  OF 
BEING  MISSION-READY. 


Ready  to  deploy  your  e-business? 
To  avoid  disaster  and  ensure  success,  go  with 
a  mission-ready  e-commerce™  solution  from 
InterWorld.  Mission-ready  means  ready  to  go  to 
market  fast,  with  a  comprehensive  out-of-the-box 
enterprise-class  solution.  Ready  to  adapt  swiftly  to 
change.  Ready  to  leverage  the  power  of  information 
across  your  enterprise.  And  ready  to  work  smoothly 


with  technology  you  already  have 
in  place.  It  also  means  ready  for  success  -  as 
proven  by  our  large  base  of  installed  clients,  each 
with  a  thriving  online  presence  that's  practically 
unsinkable.  Call  877-326-6637  or 
visit  www.interworld.com.  No  one  „„ 
is  more  mission-ready  to  take  your  f"C0*M«cf 
e-business  full  steam  ahead. 


inter  w*r  Id 


For  this  free  white  paper,  go  to 
www  interworld  com/mission-ready 


MISSION-READY         E-COMMERCE 


r 
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Blue  Yonder 


Tired  of  traveling  at  the  mercy  of  the  commercial  air- 
lines? Ready  to  charter— or  purchase— your  own  air- 
craft? Whether  you're  in  the  market  for  a  $23  million 
Falcon  or  a  $20,000  Piper  Cub,  or  just  access  to  a  pri- 
vate plane,  all  you  need  do  is  taxi  over  to  your  computer. 
If  you  still  haven't  lost  your  childhood  dream  of  flying, 
we'll  tell  you  where  to  sign  up  for  your  first  lesson— no 
superhero  cape  required.  Or  if  you  just  want  to  hang 
around  the  virtual  hangar  and  get  the  latest  news,  check 
the  online  flying  magazines.  What's  holding  you  back? 
The  skies  are  waiting.  —Glen  Davis 


BE  A  PILOT 

www.beapilot.com 

All  the  information  you  need  to  earn  your  own  pilot's  wing 
Find  flight  schools  in  your  area,  and  learn  the  nitty-gritty  ( 
getting  a  license,  including  costs,  time  frames,  medic; 
requirements  and  FAQs.  Outstanding  aviation  links. 
►  BEST:  You  can  sign  up  for  a  discounted  introductory  flight 
class,  good  at  hundreds  of  regional  flight  schools  listed. 
►WORST:  Site  is  not  too  deep,  it's  really  just  a  takeoff  point. 


BOMBARDIER  LEARJET 

www.learjet.com 

With  only  a  few  thousand  of  these  luxe 
units  in  the  skies,  and  prices  to  the  $12 
million  mark,  Learjets  attract  only  the 
-f*  Wiost  deep-pocketed  and  discriminating 
\  *  owners.  And  this  site  caters  to  their  every 
informational  need.  Inspect  any  one  of 
the  three  current  Learjet  models.  Browse 
by  capabilities,  technology,  design,  own- 
ership or  specifications.  Wbile  rich  in  de- 
tails for  the  engineering-minded  (avion- 
ics or  anti-icing  systems,  anyone?),  the 
rest  of  us  can  just  click  on  the  Photo  or 
Video  button  and  enjoy  the  ride.  The  site 
also  offers  charters  and  a  full-service 
partial-ownership  plan. 

►  BEST:  Pull-down  menus  to  compare  jet 
specs  to  those  of  the  competition. 

►  WORST:  Those  crosshairs  in  the 
background  get  distracting. 


BOMBARDIER 

AEROSPACE 
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EBIZJETS.COM 

www.ebizjets.com 

Need  a  jet?  Want  to  land  at  one  of  5,000  airports  nationwid 
(versus  the  500  airports  serviced  by  the  airlines)?  Ebiz  offei 
full-purchase,  fractional-ownership  or  charter  plans.  It 
rental  network  of  more  than  750  aircraft  ranges  from 
Cessna  Citation  (don't  expect  to  stand  up  and  walk  aroun 
the  cabin)  to  a  roomier  Gulfstream  that  can  cross  the  bi 
pond.  Prices  range  from  $1,400  to  $4,500  per  hour. 

BEST:  The  discount  Travel  Card,  a  novel  air-charter  discount 
debit  program. 
►  WORST:  No  jet  specifics,  like  seating  capacity  or  speed. 


LANDINGS 

www.landings.com 

High-flying  magazine  with  snappy  editorial,  aviation  nev 
and  events.  Includes  a  comprehensive  database  of  worldwic 
airports,  plus  a  free  flight-planning  feature. 

►  BEST:  Hangar  Talk:  meaty  discussions  of  medicine,  aviation 
law,  aircraft  maintenance,  aerobatics  and  soaring. 

►  WORST:  Busy  design  is  top-heavy  with  advertisements. 


UNIVERSAL  JET  AVIATION 

www.ujet.com 

A  charter  service  that  flies  everything  from  prop-driv 

Beechcrafts  to  screaming  Learjets.  Flights  can  be  schedul 

for  anywhere  in  the  U.S.,  South  America,  the  Caribbean 

Europe.  Take  off  and  land  at  up  to  4,500  airports,  wi 

pampering  like  custom  seating  arrangements  and  caterii 

Enter  your  departure  and  destination  info  and  Ujet  will 

mail  you  a  price  quote. 

»  BEST:  Clear  and  concise.  And  try  the  virtual  aircraft  tours. 

►  WORST:  A  little  light  on  the  aircraft  specs. 


WEATHERTAP 
www.weathertap.com 
Billed  as  "the  fastest  weather  on  the  Web."  Offers  det 
radar  pictures  and  satellite  imagery.  Highly  specific  pil 
information  includes  winds  aloft,  12-  to  48-hour  progm 
reports  (thunderstorms  and  clouds),  turbulence,  w 
shear  and  icing.  Some  of  the  maps  require  explanati 
available  with  one  click  of  the  mouse. 

►  BEST:  Big,  fast-loading  maps  and  pictures. 

►  WORST:  It's  not  free. 


K    B    I ■     s    •    Best  of  The  Web    •    M.iv22,  2000 


Isn't  it  time  for  a  more  intelligent  workplace? 

Internet,  voice  and  video  services  over  a  broadband  multimedia 
nfrastructure.  And  the  ease  of  dealing  with  one  source.  Now  any  tenant 

can  work  smarter.  Call  (888)  205-6912  or  visit  www.cypresscom.net 
Internet,  voice  and  video  services 
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A  June  Ritual 

Last  year  There  were  some  2.5  million  weddings  in  the 
U.S.  That's  a  lot  of  crystal  vases.  Let's  face  it:  For  most 
folks,  wedding-gift  giving  has  evolved  into  an  imper- 
sonal exercise  in  convenience.  So  why  not  use  the  Web 
to  make  it  even  easier?  Most  bridal  registries  from  major 
retailers  are  available  online  so  you  can  shop  from  the 
comfort  of  home.  A  few  sites  act  as  registry  amalgama- 
tors. Be  sure  to  review  shipping  costs,  return  policies 
and  taxes,  as  each  may  differ  by  state.  And  we've  thrown 
in  a  few  unique  ideas  to  ensure  that  the  happy  couple 
doesn't  get  quite  so  many  vases.  —Joanne  Gordon 


THE  KNOT 

www.theknot.com 

This  wedding  portal  is  not  just  for  peo- 
ple planning  their  nuptials.  There  are 
10,000  products  for  sale  here — all  wed- 
ing-gift  appropriate,  and  ready  for 
rapping  and  shipping.  Whether  you 
want  to  give  the  happy  couple  a  down 
payment  on  a  new  house  or  something 
as  simple  as  a  $69  pair  of  Nambe  Kissing 
candlesticks,  this  site  is  a  busy  gift-givers 
dream.  Search  by  brand,  price  or  prod- 
uct type  in  dozens  of  well-illustrated  cat- 
egories, from  "bar  necessities"  to  tools. 
Couples  easily  set  up  registries  and  when 

you  buy  gifts, 
they  earn  Dou- 
bleclick Miles 
good  toward  air- 
line travel. 

►  BEST: 
Selection. 

►  WORST 
Impossible  to  find 
out  about  shipping 
or  wrapping  with- 
out registering. 
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BLOOMINGDALES 

www.bloomingdaies.com 

Prom  Calphalon  to  (  uisinarts  to  Calvin  Klein  bed  linens, 
and  sort  bridal  registry  lists  by  more  categories  than 


other  sites:  type  of  gift,  manufacturers,  price  point  and  eve 
by  product  description  and  pattern.  But  surprisingly,  thei 
are  no  pictures  to  illustrate  items.  (You  can  see  some  produ< 
photos  by  visiting  the  virtual  gift  store,  which  sorts  items  b 
occasion;  just  click  Engagement/Wedding.)  Not  so  hoi 
Changes  to  the  list  can  take  up  to  a  week  to  appear  online,  s 
guests  risk  duplicating  gifts.  And  no  online  purchases;  ordei 
must  be  made  over  the  phone. 

BEST:  Easy  to  choose  by  product  or  price. 
►WORST:  What?  No  pictures? 


CRATE  &  BARREL 

www.crateandbarrel.com 

Can  800,000  couples  be  wrong?  That's  how  many  are  regis 
tered  at  this  contemporary  home  retailer.  If  the  couple  you'r 
buying  for  isn't  registered,  you'll  still  find  something  won 
derful  from  among  some  500  distinctive  products — from : 
fully-outfitted  picnic  hamper  to  a  retro  diner-style  graffil 
table.  Heck,  on  this  well-designed  site,  even  the  stainless  stee 
bowls  look  elegant,  partly  because  the  catalog- quality  pha 
tos  enlarge  well.  Shipping's  not  included,  but  prices  are  listed 
on  the  site. 

►  BEST:  Plentiful  product  information. 
►WORST:  You  may  end  up  spending  more  money  than  you 
planned— on  yourself. 


DELLA  WEDDINGS 

www.della.com 

An  aggregator  that  lets  guests  access  bridal  registries  froi 
Neiman  Marcus,  Restoration  Hardware,  Gump's  and  Rl 
Also  links  to  registries  at  Crate  &  Barrel,  Williams-Sonon 
and  Dillard's,  although  not  exclusively.  Nieman's,  for  exan 
pie,  offers  everything  from  the  practical  (a  hand-painted  be 
bottom  ceramic  bowl)  to  the  classic  (a  sterling  silver  pictu 
frame).  If  chain  stores  aren't  your  style,  try  gift  certificat 
from  some  25  local  boutiques  in  San  Francisco,  New  Yor 
Chicago,  Dallas,  Boston  and  Seattle.  Gift-givers  can  seat 
for  products  in  a  specific  price  range,  across  all  the  stores.  R 
cendy  merged  with  leading  portal  Weddingchannel.com, 
expect  the  choices  to  expand  significantly. 
»•  BEST:  Exclusive  bridal-registry  portal  for  some 
well-known  retailers. 

►WORST:  Nonregistry  selection  is  paltry;  what  couple  wants| 
a  $10  gift  certificate  to  Dean  &  Deluca? 



STOCK  GIFT.COM 

www.stockgift.com 

If  giving  money  is  too  gauche,  what  about  securities? 
site  specializes  in  gifts  that  are  "appreciated  and  ma 
predate."  A  licensed  discount  brokerage,  the  compj| 
pools  all  gift  givers'  contributions  into  one  account, 
worry:  guests  don't  have  to  become  stock  pickers — jj 
check-writers.  The  couple  will  have  already  registered  <| 
chosen  their  stocks. 
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Like  stamps  for  example 


ig  is  dead.  Long  live  email  marketing  through  flonetworkr  It  does  what  traditional  direct  marketing  can't.  Real-time  track- 
drill-down  campaign  analysis.  In  short,  it's  not  just  about  delivering  email,  it's  about  delivering  the  reports.  The  heart  of 
ork  is  simplicity.  In  fact,  all  of  the  technology  has  been  done  for  you.  So  that  now  all  you  have  to  do  is  plug-in. 
vhy  clients  like  CNET,  Continental  Airlines  and  Buy.com  rely  on  us.  Visit  us  at  flonetwork.com.  Or  phone  1-800-793-6320. 

FIc  network 


;h  volume  email  delivery  -  Purchase/event  tracking  -  Drill-down  campaign  analysis  -  HTML  sensing  -  Dynamic  content  -  Viral  marketing  technology 


L 
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►  BEST:  The  concept.  It's  much  more  creative  than  a  blender. 
►WORST:  The  risk.  A  blender  won't  disappear  if  the 
market  tanks. 


WEDD1NGCHANNEL.COM 

www.weddingchannel.com 

Accesses  registries  from  seven  regional  department  stores:  The 
Bon  Marche,  Burdine's,  Goldsmith,  Lazarus,  Macy's,  Rich's 
and  Stern's.  View  the  gifts  by  category  or  price.  Offers  every- 
thing from  cheese  slicers  to  dust  busters  to  china  and  flatware. 
A  recent  merger  with  Della.com,  which  features  tonier  retail- 
ers, should  raise  the  bar  on  gift  choices. 
►BEST:  Easy  to  search  and  use. 
►WORST:  Can't  view  the  gifts  themselves. 


WEDDING  NETWORK 

www.weddingnetwork.com 

A  cog  in  Modern  Bride  magazine's  wedding-industry  ma- 
chine. The  site  gives  guests  access  to  bridal  registries  at  Bed, 
Bath  &  Beyond,  Smith  &  Hawkins,  Ross-Simons  and  about 
40  lesser-known  stores.  The  icing  on  this  cake:  activity  gifts. 
Some  1 50,000  couples  have  registered  to  receive — in  addi- 
tion to  the  usual  gadgets  and  tableware — a  jazzy  selection 
of  orchestra  tickets,  hot-air  balloon  flights,  rafting  trips  and 
other  more  adventurous  gifts.  Even  if  they're  not  signed  up, 


you  can  buy  them  hang  gliding  lessons.  Unlike  china,  these 

gifts  won't  break.  Enter  the  bride  or  groom's  name  to  view 

their  preferences,  or  click  Cool  Gifts  for  a  menu  of  nontra- 

ditional  fare. 

►  BEST:  Great  gifts  for  the  adventurous  couple  that  already  has 

a  fully-stocked  kitchen  and  linen  closet— and  guests  who  are  tired 

of  the  same-old,  same-old. 

►WORST:  Navigation.  First-time  visitors  might  be  unimpressed 

unless  they  know  where  to  click. 


WILLIAMS-SONOMA 

www.williams-sonoma.com 

Even  if  your  couple  is  not  one  of  the  50,000  registered,  you'll 
find  something  tasteful  and  useful,  and  you  won't  sweat  the 
online  experience.  Pick  from  a  dozen  categories  where  selec- 
tion is  geared  toward  entertainment  and  cooking:  house- 
wares, electrics,  baking  supplies  and  cookware.  You  can  also 
pick  products  from  other  hot  home  retailers,  Pottery  Barn 
and  Hold  Everything.  Easy  instructions  pave  the  way  for 
novice  online  shoppers.  Purchases  are  updated  on  the  reg- 
istry immediately  to  avoid  duplicate  gift  giving. 
►  BEST:  Finding  a  product  here  is  easier  than  finding  the  church 
on  the  big  day. 

►WORST:  If  you  want  to  give  a  gift  certificate,  you  can't 
order  it  online. 


'There's  a  limit  to  the  benefits  of  telecommuting." 


"Not  the  way  Focal 
sees  it." 


The  freedom  to  work  from  home  used  to  come  with  a  hefty  phone  bill.  But  now,  whether  your  company's 

telecommuters  are  logging  on  to  your  network  or  just  checking  voice  mail,  you  can  trim  costs  dramatically. 
Make  every  telecommuting  call  a  local  call  with  innovative  solutions  like  our  Virtual  Office™  Service. 
With  a  communications  provider  like  Focal,  the  possibilities  are  unlimited. 


Local  without  limits. 
www.focal.com  Nasdaq:  FCOM 


on,  rtiftooXenio.  Northern  New  Jersey,  OaHond,  San  Jose,  Orange  County,  Washington  DC,  Northern  Virginia,  Seattle,  Detroit,  Fort  Worth,  Dallas,  Atlanta,  Houston 


)u  DO  NOT  have  to  BUY  or  RUN  your  Web  server. 


Your  dedicated  server.  Built  to  order.  Managed  24/7. 
Burstable  bandwidth.  SmoothScaling™.  There's  no  way  to 
fight  it — it  beats  co-location  or  virtual  hosting  every  time. 

You  make  the  call:  In  just  24  hours,  Rackspace.com  can  get  your 

business  online  with  your  own  dedicated  server,  con- 
figured to  your  specifications  and  managed  in  our 
secure,  world-class  data  center. 
•  Server  online  the  next  day,  guaranteed  (Linux,  Windows  NT,  Solaris, 
FreeBSD,  Cobalt  RaQ) 
Dedicated,  built-to-order 
Burstable  bandwidth 


.eader  in 

Internet 
I  Servers* 


;  manages  more  Linux  Internet  servers  than  anyone  else  in  the  world. 


•  SmoothScaling™ — no  server  hardware  to  buy  or  upgrade  as  your 
business  grows 

•  Easy-to-afford  month-to-month  contracts 

•  No  long-term  lock-in 

•  Full  root  access — you  keep  complete  control  of  your  server 

•  Data  center  with  redundant  bandwidth  and  backup  power 

And  all  at  a  cost  that's  right  in  your  ballpark.  Find  out  how  little 

per  month  you  can  pay  for  the  perfect 

server  solution  at  www.rackspace.com.  WtKBM  !■■■ 


:c:om 

Managing  Internet  Servers  for  the  World 


visit  www.rackspace.com  or  call  800.961 .2888 
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Armchair  Bargain  Hunting   ^_ 

The  number  of  e-tailers  trying  to  hawk  goods  on  the  Web  is  mind-boggling.  So,  which  e-tailers  give  you  the  deals 
and  which  amount  to  nothing  more  than  flashy  Web  sites?  The  sites  below  can  help  you  sort  through  the  sellers 
to  find  good  value  for  money.  Price  isn't  everything.  Some  discount  Web  shops  have  hidden  charges  or  terrible  rep- 
utations for  service  and  delivery.  Included  are  independent  sites  that  rate  the  retailers  and  post  customer  testi- 
monials. —Adit  Nathan 


BIZRATE.COM 

www.bizrate.com 

Want  to  get  the  scoop  on  an  online  store's  track  record? 
Bizrate.com's  Merchant  Report  Card  rates  retailers  based 
on  service,  price,  reliability  and  other  variables.  You  can 
also  search  for  the  lowest  prices.  If  you're  looking  for  digital 
cameras,  Bizrate  tells  you  that  Mercata  has  great  prices  but 
only  a  limited  selection.  Read  these  ratings  but  ignore  the 
Web  site's  star  system — it's  worthless.  You'll  be  hard 
pressed  to  find  a  retailer  with  fewer  than  four  stars  out 
of  five. 

►  BEST:  Some  stores  offer  rebates  if  you  are  referred  through 
Bizrate.  Register  to  take  advantage. 

►  WORST:  The  star  system.  When  you  get  rebates  for  more 
than  $15,  Bizrate  takes  a  $3  processing  fee. 


BRANDWISE 

www.brandwise.com 

Features  galore.  Besides  the  usual  product  comparison  re- 
views, there  is  an  online  magazine,  glossary,  Ask  the  Expert 
section,  buying  guides,  and  user  reviews.  Want  to  search  for 
the  best  portable  CD  player  for  your  lifestyle?  Search  under 
such  headings  as  On  the  Go  Pro,  Just  the  Basics  and  Good 
Sport.  Searching  by  Good  Sport  returns  recommendations 


for  five  of  the  lightest  and  most  durable  CD  players  on  th 

market.  The  Aiwa  XP-SP90,  for  example,  has  a  40-secom 

antiskip  feature  and  weighs  only  0.625  lbs.  Just  the  Basic 

will  give  you  a  listing  of  reliable  players  without  many  fane 

features. 

►  BEST:  In-depth  product  testing  from  Good  Housekeeping  oi 

home  appliances. 

►WORST:  Good  Housekeeping  tests  don't  cover  consumer  . 

electronics.  Also,  product  descriptions  tend  to  be  skimpy. 


CNET  SHOPPER 

www.cnet.com 

This  is  the  site  to  come  to  if  you  want  to  learn  about  comi 
puter  and  electronics  products.  Products  and  services  rang 
from  comparing  Sega  Dreamcast  games  to  where  best  to  gi 
your  Unix/Linux-based  Web  site  hosted.  Thorough  review 
articles,  product  guides  and  price  comparison,  plus  exteF 
sive  relevant  links.  Well-founded,  clear  recommendation 
Each  review  comes  with  a  number  rating,  the  good,  the  ba 
and  the  bottom  line  on  a  product. 

►  BEST:  Editor's  Picks.  Included  among  the  top  five  home  PCs 
were  Xi  MTower  and  the  Apple  iMac  DV. 

►  WORST:  No  link  in  the  product  review  section  to  the  price 
comparison  bot. 


MYSIMON 

www.mysimon.com 

If  you  can  stand  the  smiling  MySimon  cartoon  char- 
acter,  try  this  outstanding  bot.  Comprehensive  listings 
Change  from  toys  to  credit  cards  and  electronics.  Type 
\fl  Cohiba  cigars  and  you  get  25  merchants.  Sort  by 
merchant,  manufacturer,  model  or  price.  You  can  also 
find  out  a  product's  price  history.  Go  to  Consumer 
Resources  and  download  the  shopping  assistant, 
Flyswat,  to  get  additional  information  and  prices  on 
products  featured  at  any  site  you  are  searching. 

►  BEST:  Check  the  Buyer  Guides  for  in-depth 
information  and  product  suggestions  based  on  your 
preferences. 

►  WORST:  Flyswat  is  not  available  for  Macs. 
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Once  upon  a  time, 
e-integration  was  just  a  fairy  tale. 


Seamless  connections  across  today's  extended  enterprise  chain. 

Real-time  e-business  integration. 

All  while  running  on  the  unified  infrastructure 

of  the  mainframe,  UNIX1,  NT  and  the  Internet. 

It's  not  magic.  It's  Sagavista!" 

sagavista 

Enabling  the  E-conomy.™ 


9  SAGA  SOFTWARE,  Inc.,  2000  All  rights  reserved. 

avista.  the  Sagavista  logo,  the  SAGA  logo,  F.Y.I,  sprite.  Free  Your  Information  and  Enabling  the  E-conomy 
xpstered  trademarks  or  trademarks  of  SAGA  SOFTWARE,  Inc.  in  the  United  States  and/or  other  countries 
duct  and  company  names  may  be  trademarks,  service  marks  or  trade  names  of  their  respective  owners, 
ducts,  programs  and  service's  are  sub|ect  to  availability 


MGA 


www.  saqasoftware .  com 


free  your  information . 
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Luxe  shopping  |  COMPARISON  SHOPPING 


CONSUMER  REPORTS  ONLINE 

www.consumerreports.org 

Cancel  your  subscription  to  the  print  version  of  this  ven- 
erable consumer  comparison  guide  and  get  an  online  sub- 
scription instead.  The  digital  magazine  costs  $24  a  year 
versus  $26  for  a  hard-copy  subscription.  You  get  all  that's 
in  print,  plus  the  online  version  offers  four  years  of 
archived  consumer  reports.  Strong  ratings  and  analysis 
stand  out  among  comparison  sites.  Check  out  feature 
stories  like  "The  New  Laptops"  to  find  out  which  model 
to  buy. 

BEST:  Sound  advice  and  access  to  archives. 
►  WORST:  Relatively  small  collection  of  reviewed  products. 
Digital  cameras  are  hot  but  they  have  yet  to  review  them. 


DEALTIME 

www.dealtime.com 

DealTime  partners  with  Epinions  to  bring  you  not  only 
price  comparisons  but  also  consumer  product  reviews  in 
one  place.  You  get  merchant  reviews  from  Bizrate,  and  you 
can  also  search  auctions  and  classifieds.  We  found  a  tanger- 
ine Apple  iBook  for  $1,250  here,  $350  less  than  places  like 
Apple's  own  store.  There  were  even  lower  prices  if  you  can 
deal  with  reconditioned  systems  or  open  boxes. 

►  BEST:  Combines  price  search,  user  ratings  and  merchant 
ratings  all  in  one  site. 

►  WORST:  No  product  descriptions  or  reviews  of  their  own. 


O 

productopia 


Electronics 

DVD.  Digital  C  jmeras.  TVs. 
Cell  Phones . 

Computers 

Laptops.  Printers.  PDAs.  PCs. 
Scannes.  Modems 

Cars 

SUVs.  Sport  Coupes.  Tuts, 
MirifK  jn*.  Motorcycles ... 

Appliances 

Vacuums,  Refngeritos, 
Washers.  T  caste  is 

Tools 

Cordless  Drills.  Sanders. 
Save.  Tool  Sett 

Sports 

Snowboards.  Oorf  Clubs. 
Fitness.  Mountain  Brkes 


Women's 

Dresses.  Jackets.  Sandals, 
Handbags.  Luggage  ... 

Men's 

Shirts.  Jeans.  Jackets 

Shoes.  Weekenders 


Baby 


Strollers  Car  Seat.  Toys. 
Swings.  High  Chairs... 


Beauty 


Eye  Shadow.  Mascara. 
Blush.  Bronzers  ... 

Home 

Solas.  Coffee  Tables.  Bed 
(Jr.ens.  Accenb 


Toys 


Games.  Skateboards. 
Bikes.  Sports  Toys, 
Software 


Stuff  you  need  and  stuff  you  don't.  That's  why  there's  Ebay. 

included  a  used  copy  at  Half.com  for  $6  and  a  new  one 
800.com  for  $9.50.  Merchants  whose  servers  take  too  loi 
to  respond  to  searches  are  ignored.  After  results  are  i 
Evenbetter  will  tell  you  which  shops  weren't  scanned  duri 
the  search. 

►  BEST:  Evenbetter  Express,  a  downloadable  program  that 
searches  other  merchants  while  you  are  browsing  a  leading 
music,  book  or  movie  site. 

►  WORST:  Evenbetter  Express  is  off  limits  to  Macs. 


DEJA.COM 

www.deja.com 

Product  reviews  in  a  well-designed  format  with  helpful  bar 
graphs.  Navigation  is  clear  and  pop-up  menus  reduce  the 
number  of  unneeded  clicks.  Consumers  sound  off  on  every- 
thing from  online  car  buying  and  brokers  to  movies  and 
travel  options.  You  can  even  voice  your  opinions 

WEB  TIP 

about  Forbes  Best  of  the  Web  ratings  here.  Abundant         Tryjng  t0  Ch00se 


product  ratings  make  the  data  more  helpful  than 
less  trafficked  sites.  Also,  reviewers  usefully  rate 
specific  product  characteristics.  User  comments 
range  from  helpful  to  useless — on  the  Nissan 
Maxima:  "2000  CLE  Fabulous!" 

BEST:  Ratings  are  averaged  together  to  give  an  overall  nu- 
merical rating.  There's  no  cheating,  only  one  submission  per 
browser. 

►  WORST:  Scoring.  What's  better:  a  Kona  Mokomoko  mountain 
bike  with  8  Deja  raters  and  a  4.8  score  or  a  Specialized  FSR  with 
13  raters  and  a  score  of  4.6? 


PRICESCAN 

www.pricescan.com 

Despite  the  boring  look,  Pricescan  gets  great  results.  Gen 

ally,  we  found  the  lowest  prices  here  among  all  the  sites 

surveyed.  The  lowest  price  we  found  for  a  Nikon  CoolPix ! 

was  $630,  versus  $675  using  MySimon,  our  favorite 

But  unlike  MySimon,  there  is  not  much  product 

formation  here.  Use  this  comparison  shopper  c 

between  wireless  carriers?      if  you  know  what  you  want. 

BEST:  Great  deals. 


Comparison  shop 
telecommunication  services 

atwww.decide.com  ►WORST:  Navigation.  You  have  to  click  throug 

reviewed  at  too  many  links  to  perform  a  search 

www.forbesbest.com 


EVENBETTER.COM 

www.evenbctter.com 

Efficient  shopping  bot  for  books,  movies  or  music.  Sort  by 
total  price,  merchant,  item  price,  shipping  price,  shipping 
:  i  me  or  shipping  service.  We  searched  for  a  CD  of  the  Byrds' 
Younger   Than    Yesterday,   recorded    in    1967.    Results 


PRODUCTOPIA 

www.productopia.com 
Start  here  for  fun,  solid  suggestions  on  everything  fil 
beauty  and  tools  to  cars  and  electronics.  Productopia 
give  you  three  product  picks  for  each  of  three  criteria:  qui 
style  and  value.  Example:  for  midsize  cars,  one  quality  j 
was  the  Honda  Accord,  style  was  the  BMW  328  and  value 
Ford  Taurus.  Each  product  gets  a  detailed  review.  Therdj 
also  general  buying  tips  and  related  links. 

►  BEST:  Cheers  for  the  style  picks;  aesthetics  can  be  fun. 

►  WORST:  User  reviews  are  pathetically  slim:  only  four  revi| 
total  for  all  midsize  cars.  Plus  there  are  few  negatives  in  the 
"expert"  product  reviews. 


not  just  achieving  my  vision... 


i  want  to  live  my  vision. 


'The  world  ahead  for  law  firms 
presents  both  opportunity  and  risk. 
Those  firms  that  embrace 
technology  and  globalization  to 
enhance  the  quality  and  efficiency 
of  client  services  will  flourish. 
I  see  an  opportunity  for  us  to 
emerge  as  one  of  the  world's 
leading  law  firms." 

Ralph  H.  Baxter,  Jr. 

Chairman  and  CEO 

Orrick,  Herrington  &  Sutcliffe,  LLP 

San  Francisco,  California 


LEXIS  Publishing. ..whatever  you 
see,  we'll  help  you  achieve  by 
continuously  developing  new  and 
better  ways  to  be  your  best. 


LEXIS  Publishing 

LEXIS-NEXIS  ■  MARTINDALE-HUBBELL 
MATTHEW  BENDER  ■  MICHIE  ■  SHEPARD'S 


N'EXIS  snd  Martindale-Hubbcll  are  registered  trademarks,  and  LEXIS  Publishing  and  MICHIE  arc  trademarks  of  Reed 

s  inc.,  used  under  license.  SHEPARD'S  is  a  registered  trademark  of  SHEPARD'S  (  ompany.  Matthew  Bender  is  a 
rr.idirni.irk  of  Matthew  Bender  Properties  Inc.  ©  2000  LEXIS-NEXIS  Group.  All  rights  reserved. 
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Web  Tunes 


The  Internet  has  become  a  cornucopia  for  music  lovers.  Superstores,  specialized  retailers  and  rich  content  providers  all 
make  it  as  much  fun  to  hang  out  on  the  Web  as  it  is  to  browse  an  overstuffed  music  superstore.  Jazz,  blues,  world,  clas- 
sical—there's something  out  there  for  every  fan.  We've  selected  sites  where  you  can  find  just  about  anything,  from  dis- 
counted bestsellers  to  ridiculous  rarities.  And  since  the  Web  is  also  changing  the  way  music  is  sampled  and  sold,  we've  in- 
cluded sites  where  you  can  choose  tracks  for  customized  CDs  or  download  music,  for  sale  or  for  free.  Is  the  music  industry 
worried?  You  bet  it  is.  —Eric  Schmuckler 
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BARNESANDNOBLE.COM 

www.bn.com 
i  Substantial  content  and  smart  organi- 
zation make  bookseller  BN.com  a  sur- 
prising best-of-class  for  anyone  who 
►vants  to  learn  about  the  music  they're 
g.  While  the  front  page  pushes 
new  releases,  a  few  clicks  unearth 
interesting  features  like  David  Byrne's 
walking  us  through  the  catalog  of  his 
world  music  label,  Luaka  Bop.  Out- 
standing genre  pages  (broken  down  into 
detailed  subcategories)  offer  meaty 
editors'  picks,  box-sets  and  reissues. 
Helpful  reviews,  usually  one  staff-writ- 
ten and  one  from  All  Music  Guide,  tell  it 
like  it  is.  Related  books  are  offered  for 
some  artists. 

►•  BEST:  Stellar  genre  pages  make  this  a 
browsing  pleasure. 

►  WORST:  Not  many  editorial  flourishes 
beyond  strong  basic  content. 
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ALL  MUSIC  GUIDE 

www.allmusic.com 

The  Web's  motherlode  of  music  info.  Search  by  artist, 

album,  song,  style  or  label.  Results  turn  up  authoritative, 

clopedic  entries  with  serious  essays  and  record-by- 

vriews,  including  lots  of  out-of-print  stuff. 


Arguably  the  best  way  to  shop  for  music  on  the  Web  is 
bone  up  on  your  choices  here,  then  use  a  shopping  bot  HI 
Evenbetter.com  to  find  the  best  price.  Also  links  to  sist 
sites  All  Movie  Guide  and  All  Game  Guide. 
►  BEST:  Exhaustive,  insightful  info  on  everyone  from  Bach  to 
the  Beastie  Boys. 

WORST:  Genre  breakdowns  can  be  dizzying.  What's  the 
difference  between  postbop,  neo  bop  and  modern  bop? 


CDNOW.COM 

www.cdnow.com 

The  Rolling  Stone  of  music  sites — sturdy,  traditional  ai 
rarely  surprising.  Front  page  teems  with  CD  sales  and  mu: 
merchandise  (Santana  bongos,  anyone?),  along  with  intt 
views  with  mainstream  acts  such  as  Kid  Rock,  Backstrt 
Boys  and  Foo  Fighters.  The  classical  genre  is  rich  and  a 
to  search;  fans  of  Cost  fan  tutte  will  find  more  than  1 
recordings  broken  down  by  performer  or  conductor.  Ess. 
and  reviews  are  insightful,  but  rarely  critical.  And  buye 
guides  can  be  skimpy;  a  flagged  feature  on  Steely  Dan  ccjj 
tained  only  one  paragraph  of  text. 

►  BEST:  Attractive  genre  pages  offer  canny  selections. 

►  WORST:  Reviews  are  hit  or  miss— only  a  dozen  John 
Coltrane  discs  are  covered,  excluding  classics  such  as 
A  Love  Supreme. 


CLASSICAL.NET 

www.classical.net 

Not  a  sales  site,  but  perhaps  one  of  the  Web's  best  infon 
tional  resources  for  classical  music  lovers.  With  the  unc 
tered  look  and  quick  response  found  at  sites  that  ar 
busy  selling  stuff,  Classical  Net  boasts  more  than  1,000 
reviews,  2,600  links  and  reams  of  information.  In  a  pre 
sorial  tone,  the  site  walks  you  through  the  basic  cl 
repertoire,  complete  with  buying  guide  and  composei 
formation.  Links  include  classical  CD  sellers  (new  and  u| 
and  the  Web  sites  of  other  classical  buffs. 

►  BEST:  Excellent  reviews  of  new  discs:  detailed,  passionate 
and  personal. 

►  WORST:  The  buying  guide  focuses  on  composers  and  thi 
works  but  does  not  help  you  decide  which  recording  of,  say, 
Mozart's  Piano  Concerto  20  you  might  want. 
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the  new  ThinkPad  A20p 

From  presentations  to  movie  editing,  the  ThinkPad  A20p  is  a  perfect  multimedia  tool.  It's  fast.  It's  powerful. 
It  comes  with  video  in/out,  loads  of  vram.  and  a  huge  viewing  screen.  And  it's  so  easy,  you'll  actually  use  it 
all.  Multimedia  simplified.  Just  one  more  example  of  the  ThinkPad  experience.  But  watch  out:  this  notebook 
has  not  yet  been  rated.  To  order  call  800  426  7255  or  visit  ibm.com 

Intel*  Pentium"  III  processor  700mhz7128mb  sdram  /18gb"  hdd  /  dvd  /15"TFT  screen  /  $3899'  (©business  tools 


3  A  COMPUTER. 

T  WHAT  IT  REALLY  WANTS  TO  DO  IS  DIRECT. 


BJtium®/// 


I  measures  microprocessor  internal  clock  speed;  many  factors  affect  application  performance,  'gb  equals  one  billion  bytes  when  referring  to  storage  capacity;  accessible 
I  may  be  less.  'Estimated  reseller  price  for  model  2629-61 U.  Actual  prices  may  vary.  PCs  referred  to  in  this  ad  include  an  operating  system.  IBM  product  names  are 
His  of  International  Business  Machines  Corp.  Intel,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  £  2000  IBM  Corp.  All  rights  reserved. 
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EBAY 

www.ebay.com 

The  downsides  to  buying  at  auction  are  well  known:  yes,  you 
can  easily  overpay  or  get  outgunned  at  the  last  minute,  and 
people  have  been  burned  by  unscrupulous  dealers.  But  face 
it — with  no  online  clearinghouse  for  music  dealers,  Ebay's 
the  next  best  thing.  Music  is  an  especially  rich  category,  with 
more  than  200,000  items  up  for  bid.  Patience  and  some  re- 
search on  market  values  will  guide  you  to  fair  prices — and 
even  the  occasional  bargain — on  musical  collectibles  across 
all  fields  of  interest:  big  band,  psychedelia,  show  tunes,  8- 
tracks,  78s,  you  name  it.  Browsing's  a  breeze  (great  way  to  kill 
an  evening),  though  response  could  be  better. 

►  BEST:  A  treasure  trove  of  hard-to-find  and  out-of-print  items 
passes  under  the  virtual  gavel. 

►  WORST:  This  site  can  be  habit  forming. 


WORST:  News  items  are  mediocre,  type's  too  small  and 
whatever  happened  to  the  blues,  anyway? 

INSOUND 

www.insound.com 

"Insound  is  not  for  everyone,"  the  site  itself  boasts.  Special! 
ing  in  independent  labels  and  underground  genres,  Insour 
is  for  those  who  not  only  know,  but  care  passionately,  aboi 
the  difference  between  postpunk  and  protopunk.  Incredib 
detail:  more  than  200  bands  are  listed  on  the  garage  roc 
page.  Much  info  is  drawn  from  All  Music  Guide,  but  thei 
are  plenty  of  links  to  fan-zines  that  provide  content  and  con 
munity.  Shop  the  Annex  for  hard-to-find  indie  releases. 

►  BEST:  Genre  pages  such  as  those  devoted  to  Kraut-rock,  No 
Wave,  Psychobilly  and  Riot  Grrrl. 

►  WORST:  Design  is  murky. 


EMUSIC.COM 

www.emusic.com 

The  best  in  downloads,  if  that's  your  thing.  Emusic  of- 
fers 75,000  tracks  available  from  600  independent  la- 
bels, weighted  somewhat  toward  youth-oriented 
music.  Full  albums  cost  $8.99,  single  tracks  are  99 
cents.  Like  other  download  sites,  there's  a  prepon- 
derance of  emerging  (translation:  no-name)  artists, 
but  Elvis  Costello  and  Tom  Waits  albums  are  avail- 
able, as  are  rarities  from  Phish  and  exclusives  from 
cultish  types  like  Frank  Black  and  John  Doe.  Genres  are  well- 
organized  into  subcategories.  No  major  jazz  labels  here;  the 
three  Duke  Ellington  and  two  Louis  Armstrong  titles  are  all 
somewhat  obscure.  Blues  is  a  bit  better,  with  decent  collec- 
tions from  Buddy  Guy,  Elmore  James  and  more.  Site  also  in- 
corporates Rollingstone.com,  with  access  to  the  magazine's 
deep  archives,  and  DownBeatJazz.com,  an  estimable  jazz 
news  source. 

►  BEST:  Twelve  full  Elvis  Costello  albums. 

►  WORST:  Searching  by  artist  is  cumbersome  and  the  sub- 
genre  pages  could  be  better  fleshed  out. 


WEB  TIP 

Want  to  listen  to  MP3s? 
You'll  need  a  player  for 

your  computer.  Try 

www.winamp.com  for  a 

PC,  www.macast.com 

for  a  Mac. 


MUSICMAKER 

www.musicmaker.com 

Easily  the  best  of  the  Web's  custom  CD  sites,  Musi< 

maker  scores  on  selection,  features  and  ease  of  us 

Although  there's  a  fair  sampling  of  rap  and  alte 

native  music,  the  catalog  is  a  baby  boomer 

greatest  hits,  with  plenty  of  tracks  by  the  Kinli 

Beach  Boys,  Creedence  and  a  fabulous  array  I 

classic  soul.  There's  also  plenty  of  jazz  (Milii 

Bird)  and  classical,  including  2,200  Mozart  sele 

tions.  Sound  samples  available  for  every  track,  plus  exd 

sives  such  as  a  Jimmy  Page/Black  Crowes  live  set. 

►  BEST:  That  great  selection.  And  the  search-by-composer 
function:  lets  you  make  that  CD  of  Beatles  songs  performed  by 
other  artists. 

►  WORST:  Several  top  songs  aren't  the  original  hit  versions 
"White  Rabbit"  is  by  Jefferson  Starship,  not  Airplane— and  you 
are  not  allowed  to  mix  artists  on  the  Fantasy  label  with  any  othi 


HOUSE  OF  BLUES 

www.hob.com 

Venturing  for  beyond  its  blues  mandate  (if  it's  down-home 
music  you  crave,  check  out  Bluesweb.com),  HOB.com  has 
dedicated  itself  to  being  the  "home  of  live  music  on  the  In- 
ternet." That  means  tons  of  cybercasts,  interviews,  videos 
and  pay-per-view  concerts  by  a  wide  range  of  current  and 
older  artists.  Video  interviews  include  B.B.  King,  Bonnie  Raitt 
and  Wilco;  there's  audio  talk  and  text  chats  too.  Haifa  dozen 
featured  artists  offer  their  entire  new  albums  for  listening. 
Also,  tons  of  contests,  games  and  giveaways  of  CDs,  T  shirts, 
tickets  and  goodies  such  as  harmonicas  from  John  Popper  of 
Blues  Traveler. 

BEST:  More  than  240  free  downloadable  tracks,  exclusive  from 
HOB  gigs  by  the  likes  of  Jimmy  Cliff,  Willie  Nelson  and  NRBQ. 


RHINO 

www.rhino.com 

Faithfully  captures  the  collector  mania  and  offbeat  humo  J 
Rhino  Records,  America's  premier  reissue  label.  Spendj 
time  at  this  site  is  like  being  in  a  cool  record  store  where 
clerks  are  loopy,  verbose  and  a  little  too  friendly.  Only  Rhl 
would  issue  a  boxed  set  of  the  complete  works  of  1960s  satj 
Tom  Lehrer.  Features  include  a  Monkees  store  (everytrj 
you  could  ever  want  by  the  Prefab  Four)  and  a  Jimi  Hen' 
page  offering  rare  videos  and  a  limited  commemorative 
stamp  from  Tanzania.  Also:  an  extensive  children's  music  ] ) 
and  episodes  of  TV  cult  hit  Mystery  Science  Theater  3000,  i 
the  full  Rhino  catalog  in  all  its  mad  glory. 

►  BEST:  Rhino  Handmade,  a  series  of  Web-only  collectors'  cl 
with  rarities  from  artists  such  as  Loudon  Wainwright  III,  Sonn  i 
Bono  and  Iggy  &  the  Stooges. 

►  WORST:  Everything's  full  price— you  can  get  some  of  this 
cheaper  elsewhere. 
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he  leader  in  analog  is 
ow  the  leader  in  digital... 


]ivot  enabled 
'or  landscape 
jr  portrait 
riewing 


Ergonomic  panel 
design  with  tilt, 
swivel  and  height 
adjustments 


Detachable  screen 
for  wall  mount 
applications 


Composite  video  picture 
in  picture  for  use  with 
cable  TV,  video  recorders, 
or  DVDs.  Image- 
adjustable 
size  and  position 

High  brightness  LCD 
digital  panel  with  2 
digital  inputs 


User  convenient  buttons 
activating  OnView* 
digital  controls 

Two  2  watt  speakers 


•  Analog  base  with  2  analog 
inputs  and  1  video  input 


2  audio  inputs  and  • 
microphone  loop-through 
for  multimedia  support 


Introducing  OptiSync™ 
technology.. .the  world's 
first  LCD  displays  offering 
the  future  today.  And, 
they're  available  now! 

ThenewVP181  and  VP151  LCD  ViewPanel® 
displays  offer  ViewSonic's  unique  OptiSync 
technology,  providing  both  digital  and  analog 
inputs.  In  addition,  they  both  provide  picture 
in  picture  composite  video  input,  dual  USB 
hubs,  pivot,  tilt,  swivel  and  are  wall 
mountable.  The  VP181  displays  a  full  18.1 " 
viewing  area,  supports  1600  x  1200  maximum 
resolution  and  has  a  super  wide  160° 
horizontal  and  vertical  viewing  angle.  The 
VP151  displays  a  full  15"  viewable  screen, 
supports  1280  x  1024  maximum  resolution 
and  also  features  a  160°  horizontal  and 
vertical  viewing  angle.  Both  models  are 
TCO  '99  certified  and  come  with  a  pair  of 
built  in  2 -watt  speakers. 

At  ViewSonic®,  we  offer  the  #1  best 
selling  monitors  and  flat  panel 
displays  in  the  USA*  Buy  with  confidence 
from  the  company  that  has  won  over  600 
industry  awards. 

For  more  information,  visit  our  website  at: 
www.ViewSonic.com/vp181 


OPTISYNC 


"Dual  USB  hubs  for 
convenient  peripheral 
connections 


PC    M  n;.,in, 
<.nlj(i    Curl  fail 


800)  888-8583  •  Specifications  subject  to  change  without  notice.  •  Copyright  ©  2000.  ViewSonic  Corporation  •  Corpcate  names  and  trademark 
stated  herein  a/e  the  property  ol  their  respective  companies.  •  "Stanlorrj  Resources,  Inc  Monitrak  U  S  C  ■  "    '"'  Shipments 

03  99  and  Display  Search,  Quarterly  Supply  vs.  Demand  Study  non-captive  Desktop  Monitors  03  99  •  "USB  Is 
requires  USB  equipped  computers  and  peripheral  ■> .       •  reserved. 


Luxe  Shopping  |  RARE  BOOKS } 


New  Ways  to  Find  Old  Books 

Some  say  the  Web  tolls  a  death  knoll  for  books.  But  why  skim  a  virtual  Adventures  of  Huckleberry  Finn  when  you  could 
be  reading  Twain's  classic  between  the  burnished  leather  boards  of  an  1884  quarto  first  edition  with  gilt  imprints  and 
light  foxing?  Book  collectors  have  long  coveted  first  editions,  but  these  days  old  doesn't  always  mean  scarce,  and  a 
contemporary  limited  edition  could  be  a  better  investment  than  an  18th-century  tract.  Caveat  emptor:  Ebay  has  been 
flooded  recently  with  modern  first  editions  (driving  down  prices),  and  with  hot  bids  for  rare  books  (pushing  prices  way 
up).  And,  as  usual  with  the  giant  flea  market,  guarantees  are  scarce.  — Celia  Bland 


abebookscjm 


ABEBOOKS.COM 

www.abebooks.com 

Shop  here  to  compare  prices.  ABE  bills 
itself  as  the  world's  largest  network  of 
independent  booksellers:  nearly  6,000 
ground  the  globe,  meaning  the  most  re- 
sults per  search.  Click  on  Ask  Abe  for 
helpful  collecting  wisdom,  like  how  to 
determine  a  true  first  edition  when  a 
book  has  multiple  international  print- 
ings. Consult  its  handy  glossaries  and  ed- 
ucational links  to  deepen  your  book  IQ. 
Unlike  BarnesandNoble.com  or  Ama- 
zon.com (ABE  supplies  their  rare  book 
titles),  ABE  is  not  a  broker.  After  you  find, 
say,  an  inscribed  copy  of  On  the  Road, 
ABE  gives  you  the  option  of  buying  from 
its  site,  or  contacting  the  bookseller  di- 
rectly for  some  old-fashioned  haggling. 

_ . ►  BEST:  The  most 

wt — »  choices,  with  no 

JU~_.  middleman  fee  like 

Z —  #=tr         Alibris. 

■MB  ►WORST:  Few 

" —  sSP  visuals  makes  ABE 

a  dull  site. 


ALIBRIS 

www.alibris.com 

Alibris  represents  booksellers  but,  unlike  ABE,  adds  a 
markup.  Although  the  overall  site  carries  more  than  10  mil- 
lion titles,  go  to  the  Vault  section  for  rare  books  and  maps. 
Inventory  ranges  from  a  signed  typescript  of  a  childhood 
short  story  by  Jack  Kerouac  ($18,500)  to  a  1935  pop-up  Buck 
Rogers  book  ($500).  The  site  is  easy  to  browse,  with  large 
thumbnails  but  scant  details.  Would  a  seasoned  collector  pay 
$2,000  for  a  limited-edition  Antoine  Saint-Exupery  on  the 
basis  of  the  one-line  description? 
'  BEST:  Best  site  design  of  a  mediocre  lot. 
■►  WORST:  It's  impossible  to  query  sellers  directly. 


ANTIQUARIAN  BOOKSELLERS 

www.abaa.org 

The  ABAA  site  is  like  an  erudite  and  tweedy  college  professo: 
all  substance  and  very  little  style.  Sellers  can  post  their  lisl 
ings  for  free,  so  there's  no  markup,  and  the  selection  is  larg 
and  competitively  priced.  Buyers  can  also  browse  online  cal 
alogs  or  visit  booksellers'  Web  sites.  Collectors'  Corner  pro 
vides  answers  to  all  of  your  old-book  questions. 
►  BEST:  Sellers  guarantee  accurate  listings  and  authenticity. 
►WORST:  Stodgy. 


BOOK  SAFARI 

www.seriesbooks.com 

Specializing  in  kids'  series  from  the  1890s  to  the  1960s, 
well  as  rare  children's  classics.  Great  for  parents  and  gran 
parents  who  want  to  share  their  childhood  favorites  fro 
Tarzan  to  The  Hardy  Boys.  Buyers  must  contact  site  own 
by  e-mail  to  get  details  and  there  is  no  search  engine. 
►  BEST:  The  gorgeous  full-color  gallery  of  dust  jackets. 
►WORST:  Searching. 


POWELLS  COM 

www.powells.com 

Portland's  famous  bookstore  triumphs  in  virtual  browsal 
ity,  re-creating  the  feel  of  combing  the  stacks  with  an  ext 
sive  photographic  guided  tour.  Rare  Book  Room  has  its  o 
search  engine  and  special  collections  featuring  fine  high-* 
first  editions.  But  a  signed  first  edition  of  Isabel  Allende's 
House  of  the  Spirits  was  $75  more  than  a  similar  copy  ati 

►  BEST:  Spend  $50  and  shipping  is  free. 

►  WORST:  High  prices. 


SOTHEBYS.COM 

www.sothebys.com 
At  Sotheby's,  most  book  lots  run  in  the  three-figure  ra 
and  you  can  customize  your  screen  to  spodight  the  auct 
in  which  you  are  actively  bidding.  Bargains  do  exist.  Bidd 
for  a  first  edition  of  Tom  Stoppard's  Rosencrantz 
Guildenstern  Are  Dead  starts  at  $6 1 ;  the  same  book  in  sligj 
better  condition  sells  for  $150  on  Alibris. 

►  BEST:  The  instant  help  function. 

►  WORST:  The  10%  buyer's  premium. 
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-  SOFTWARE 


We've  taken  software  out  of  the  equation  forever.  With  salesforce.com  you 
manage,  share,  and  leverage  your  sales  information  online  immediately. 
There's  no  software  to  buy,  install,  or  maintain.  No  huge 
up-front  costs.  For  just  $50  per  user  per  month,  your  entire 
sales  team  can  be  up,  running,  and  closing  deals.  It's  online 
sales  force  automation  that  makes  software  obsolete.  For  a 
limited  time,  sign  up  online  and  your  first  five  users  are  FREE  for 
the  first  12  months.  Call  us  at  1-800-NO-SOFTwARE  or  better  yet,  visit 
us  online  at  www.salesforce.com. 


salesforce.com 

Point  Click.  Close. 


I  com.  All  rights 
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Luxe  shopping  |  OUTDOOR  GEAR  &  APPAREL 


Gearin'  Up 


When  it  comes  to  testing  gear,  there's  no  substitute  for  stomping  around  a  store  in  a  pair  of  boots  or  shimmying 
into  a  pair  of  biking  shorts  in  the  dressing  room.  Since  outdoor  specialty  stores  and  sporting  good  shops  usually 
carry  wide  selections,  there's  not  much  reason  to  go  online.  But  if  you  know  exactly  what  you  want  or  if  your  local 
outlet  is  missing  just  the  right  size  or  brand,  the  Web  steps  in  nicely.  Good  sites  have  extras  like  buying  guides, 
product  comparison  charts  and  training  advice.  For  now,  at  least,  shipping  costs  are  low  (as  little  as  25  cents) 
and  returns  are  often  free.  So  if  you  change  your  mind,  or  an  item  doesn't  measure  up,  you  can  send  it  back 
without  hassle.  —Colleen  Mastony 
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RSI 

www.rei.com 

Everything  for  intrepid  sports  and  adven- 
ture lovers,  from  saltwater  fishing  rods  to 
children's  snowshoes.  Sort  through  the 
Vextensive  inventory  by  activity,  brand  and 
price  range.  Buying  guides  offer  tips  on 
everything  from  mountain  bikes  to 
avalanche  beacons,  along  with  dozens  of 
extensive  how-to  articles  (fly  fishing  eti- 
quette: leave  spawning  trout  alone). 
Quick  tutorials  cover  technical  aspects  of 
each  sport,  explain  how  to  choose  gear 
and  how  to  pack  for  your  trip.  Extensive 
bulletin  boards  let  you  find  climbing 
partners,  share  favorite  kayaking  routes, 
and  exchange  tips  on  campfire  cooking. 
Check  out  REI-Outlet.com  for  bargains. 

►  BEST:  Join  REI  (it's  a  member-owned 
co-op)  and  you'll  be  eligible  for  discounts 
and  a  "patronage  refund,"  an  annual  divi- 
dend based  on  a  percentage  of  your  yearly 
purchases. 

►  WORST:  Online  gift  registry  is  not  inte- 
grated with  the  REI  store  registry,  so  you'll 
have  to  sign  up  twice. 


ALTRCC.COM 

www.altrec.com 

Huge  selection  of  outdoor  gear  for  camping,  hiking,  sno 
sports — you  name  it.  The  goods  are  enhanced  with  evei 
conceivable  feature  an  e-tailer  should  have:  huge  produ 
blowups,  buying  guides,  instant  chat  help,  consumer  r< 
views  and  comparison  charts.  Editorial  section  offers  e: 
cellent  advice  on  everything  from  overcoming  climbir 
fears  to  taking  young  kids  camping  to  expanding  yoi 
campsite  cuisine  beyond  macaroni  and  cheese.  Moutli 
watering  travel  info  and  photos  abound.  Featured  jaurl 
a  multisport  adventure  in  Costa  Rica. 

►  BEST:  Breathtaking  photo  galleries— from  shots  of  jaw- 
dropping  climbs  to  colorful  world  marketplaces— and  the  IPIX 
travelogue. 

►  WORST:  The  live-help  feature  is  clunky,  especially 
on  Macs. 


FOGDOG  SPORTS 

www.fogdog.com 
It  may  sound  like  an  obscure  Generation-X  site,  but  Fogc 
is  a  great  sporting  goods  e-tailer.  You'll  find  a  huge  selec 
for  every  sport — and  we  mean  every  sport,  from  boxing 
rugby  to  wakeboarding.  And  the  site  is  content-rich:  buy| 
guides,  fitness  articles,  expert  advice,  quick  training  tips  I 
product  comparison  charts.  Want  to  learn  about  kiteboa 
ing?  This  is  the  place. 

►  BEST:  Buying  tips  explain  the  difference  between  two 
similar  products. 

►  WORST:  Text  in  product  charts  is  too  small. 


GEAR.COM 

www.gear.com 

The  bargain  basement  of  sporting  goods  e-tailers.  Slj 
sporty  and  easy  to  search,  Gear,  com  carries  equipment  | 
apparel  for  every  activity.  Standard  shipping  is  25  cents! 
they  have  a  30-day,  no-questions-asked  return  policy.  StJ 
top  brands  like  North  Face,  Timberland  and  Puma. 

►  BEST:  Deep  discounts. 

►  WORST:  Selection  is  limited. 
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A  New  Investment 

Idea  for  Today's 

Technology  Investors. 

ntroducing  the  Forbes  CommTech  Index, 


Hypothetical  10-Year  Performance  of  the 

Forbes  CommTech  Strategy 

MQM     Average  Annual 
iU4/0    Total  Return* 

1999  66.25%  I9S4  -0.70% 

94%  1983 19.57% 

19%  1992 127% 

97%  1991 73.68% 

66%  1990-28.99% 


82 
199)  37 
1996  29 
1999  32 


This  is  the  performance  of  the  strategy 
and  not  that  of  any  specific  trust.  Past 
performance  does  not  guarantee  future 
results.  *Assumes  reinvestment  of  all 
available  dividends  and  does  not  reflect 
taxes.  Includes  a  1%  initial  sales  charge 
with  1.75%  charged  over  the  year  plus 
3xpenses.  Actual  portfolio  performance 
will  differ  from  strategy  stocks  because 
lortfolios  are  estoblished  and  liquidated 
i  it  different  times  of  me  year;  they  may 
lurchase  and  sell  stocks  at  prices 
'  different  from  the  closing 
:  rices  used  in  determining 
ortfolio  unit  price;  portfolios 
i  re  not  fully  invested  at  all 
mes;  and  stocks  are  not 
eighted  equally. 


Technology  and  communications.  Two  words  that  spark  enthusiasm  among 
investors  everywhere.  Now  you  can  tap  into  these  fast-growing  sectors 
through  the  new  National  Equity  Trust  Forbes  CommTech  Index  Trust. 
This  unique  investment  idea,  inspired  by  the  super-wealthy  members 
of  the  Forbes  400,  is  available  only  from  Prudential  Securities. 


How  the  Forbes  CommTech  Index 
works.  The  Forbes  CommTech  Index 
is  a  fixed  portfolio  of  the  10  technology 
and  communications  stocks  most 
widely  held  by  members  of  the  Annual 
Forbes  400  Richest  Americans  List. 
The  portfolio  uses  a  disciplined  buy- 
and-hold  strategy,  with  stock  selection 
changing  approximately  every  13  months 
(if  available),  based  on  the  investment 
holdings  of  the  members  of  the 
Forbes  400  List.  Because  of  the  Trust's 
concentrated  approach  and  heavy 
investment  in  technology  stocks,  it  is 
subject  to  higher  risk  and  dramatic 
price  fluctuation. 


A  reflection  of  the  investment 
holdings  of  America's  wealthiest 
investors.  The  holdings  in  the  Forbes 
CommTech  Index  may  vary  from  year  to 
year,  depending  on  which  companies  in 
technology  and  communications  sectors 
these  individuals  favor — from  Internet 
start-ups  or  wireless  enterprises  to  more 
established  blue-chip  technology  firms. 

For  more  information,  call  today. 

1-800-THE-ROCK 

extension  6857 
www.prudential.com 


(jm/j  Prudential 


A  i  information  about  the  Trust  including  all  charges  and  expenses,  obtain  a  prospectus  from  a  Prudential  Securities  Financial  Advisor.  Please  read  it  carefully  before  investing.  Although  the 
H  an  approximately  one-year  investment,  we  recommend  staying  with  this  strategy  for  of  least  three  years.  Because  of  the  fax  consequences,  including  capital  gains  treatment, 
led  with  investing  in  the  Trust,  please  consult  with  your  tax  advisor  before  making  any  tax-reloted  investment  decisions. 

J  Ms  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  Index  Inc.,  or  its  affiliates  ("Forbes"),  and  Forbes  makes  no  representation  regarding  the  advisability  of  investing  in  the  Trust. 
1  is  a  trademark  of  Forbes  Management  Company,  Inc.,  and  has  been  licensed  by  Forbes  for  use  by  the  Sponsor  on  behalf  of  the  Trust.  ©3/00  Prudential  Securities  Incorporated, 
I  Street,  New  York,  NY  10292,  member  SIPC,  www.prudenhalsecurities.com,  a  wholly  owned  subsidiary  of  The  Prudential  Insurance  Company  of  America. 
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www,  flex  jet,  com 


W  YOUR  nOMPETITION 
UKl"MOKRVER" 


Air  traffic  isn't  a  problem  when  you're  5,000 
feet  above  it.    And  competition  isn't  a  prob- 
lem, when  you're  light  years  ahead  of  it.   The 
Learjet  31A®  is  simply  the  best  business  jet 
in  its  class,  but  you'd  expect  nothing  less 
from   the   leaders  iSdDusiness   aviation.   We 
build  and  service  all  ourSjatcraft,  and  make 
sure  each  is  among  the  new^Stin  the  sky. 
Honestly,    our    competition    can't   compete. 
And  a  Learjet  31A  will  start  making  you  feel 
the  same  about  yours.  For  information  about 
the    many    affordable    benefits    of    Flexjet 
fractional  ownership  call  1-800-FLEXJET. 


Flexjet  is  a  Bombardier  Aerospace  program 


FLEXJi 


we  build  the  aircraft 


Does  Your 

Company  Need 

Financing? 

We  have  a  network  of  over 

100  US  banks  and  lending 

institutions  waiting  to  receive 

your  on-line  commercial 

loan  application. 

Our  equity  network  is 

comprised  of  hundreds  of 

investors,  venture  capitalists 

and  investment  banks. 

What  are  you 
waiting  for? 

Finance.  Funding  &  Opportunities 

MoneyZone.  com 

^_  www.moneyzone.com 

OTC  BBMNZN 

Business  Loans     Investment  Funding 

SBA  Loans  Venture  Capital 

Factoring  Businesses  for  Sale 

Equipment  M*^  Opportunities 

Leasing 
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WUCOMI    TO 

patagonia 
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Crazy  climber  to  complacent  Web  surfer 
Turn  off  that  computer  already. 

LL BEAN 

www.llbean.com 

Not  just  preppy  sweaters.  The  vene 
ble  catalog  retailer  also  sells  bik 
tents,  canoes,  fishing  rods  and  sn 
shoes,  though  its  selection  is  smal 
than  you'll  find  elsewhere  and  buyi 
guidance  is  spotty.  When  we  click 
on  a  bike,  for  example,  a  box  popp 
up  with  advice  on  choosing  the  rij 
frame  size.  But  with  camp  stoves, 
were  left  to  our  own  devices.  The 
is,  clothing  still  reigns  here.  You'll 
threads  for  swimming,  biking,  skii 
hunting  and  fishing — all  tailored 
casual  fun. 
►  BEST:  Outdoors  Online  section  has 
search  function  for  national  parks  wh< 
you  can  sport  your  new  duds. 
►WORST:  Buyers  guides  are  not 
available  for  all  items  and  categories 


MOUNTAIN  WOMAN. CO 

www.mountainwoman.com 

One  of  the  few  outdoor  gear  st 
we  found  designed  exclusively! 
women — an  important  consider 
when  buying  equipment.  Fun  co 
includes  interviews  with  top  fe 
climbers,  links  to  outdoor  des 
tions  and  a  great  collection  of  b 
and  T  shirts  sporting  logos  like 
Old  Broads  for  Wilderness.  Wh 
site  carries  top  brands  like  Pata; 
Mountain  Hardware  and  Mar 
there's  often  a  limited  selection, 
ically,  other  sites  like  Altrec.com 
more  choices  in  women's  gear. 
►  BEST:  Gear  reviews  and  guides  e 
what  women  should  look  for  when  bi 
►WORST:  Guides  and  content  are 
always  easy  to  find. 
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WE  ARE 


ARCHITECTS 

OF  THE 

DIGITAL  MARKETPLACE. 


NOT  TO  MENTION  CONTRACTORS,  WELDERS, 

MASONS,  GLAZIERS,  PAINTERS,  DECORATORS, 
ELECTRICIANS  AND  THE  DONUT  GUY. 


exactly  is  this  new  eWorld  we're  all  rushing  to  build? 


i  world  where  brand-new  companies  are  getting  multi-billion-dollar 
i  ions.   A  world  where  existing  companies  are  transforming 
!  elves— streamlining  operations,  serving  customers  better — and 
k  rewarded  from  Wall  Street  to  Main  Street. 

.  ;werthinlc,  we  help  both  kinds  of  companies.    From  Internet 
i  etters  to  blue-chip  industrial  giants.   We  benchmark,  create  and 
nent  solutions  for  eBusiness  with  speed,  efficiency  and  hard-won 
t.  So  our  clients  put  out  their  welcome  mats  before  the  competi- 


For  a  look  at  how  our  architects,  welders,  painters  and  assorted 
specialists  can  help  you,  visit  www.answerthink.com  or 
call  877-423-4321. 

We'll  build  your  business  a  strategic  and  technical  solution  custom-made 
to  help  you  maximize  the  Internet.   And  to  make  sure  the  donuts  are 
fresh,  we'll  build  an  automated  message-to-moment  communications 
system  for  the  bakery,  so  when  the  donut  guy  looks  at  his  WAP-enabled 
mobile  phone,  he'll  know  exactly  how  many  glazed  donuts  to  show  up 
with  at  6:45.   Welcome  to  the  Internet  economy. 


v.answerthink.com 


answerthink 


HELPING 

BUSINESS 

EVOLVE. 


I  ting  &  Branding  |  Web  Development  |  Benchmarking  &  Research  |  eBusiness  Strategy  &  Services  |  eCommerce  |  Technology  Architecture  &  Integration 


Luxe  shopping  |  OUTDOOR  GEAR  &  APPAREL 


quotes  from  these  sports  sta 
Cut  through  the  hype  and  yoi 
also  find  quality  gear  for  a  wi 
array  of  sports,  enhanced 
buyers'  guides,  checklists  a 
training  and  performance  tips 
►  BEST:  Great  quotes.  "I  use 
shoulder  pads  with  lower  back  pr 
tection  for  those  accidental  slash 
and  crosschecks."  — Gretzky 
►WORST:  Time-consuming 
to  browse.  You  need  to  click  on 
the  name  of  each  item  to  view 
the  picture. 


Warning  to  armchair  adventurers: 
Don't  try  this  at  home. 

MOUNTAINZONE.COM 

MARKETPLACE 

www.gearzone.com 

Love  the  mountains?  Gearzone  is  the 
retail  Web  site  of  Mountainzone.com,  a 
full-service  site  that  specializes  in  scal- 
ing the  heights.  Covers  backpacking, 
climbing,  mountain  biking,  skiing  and 
snowboarding  in  depth  and  with  great 
expertise.  If  you  know  what  you're 
looking  for,  use  the  keyword  search; 
otherwise  browse  by  activity  or  brand. 
In  addition  to  the  usual  clothing 
and  books,  you'll  find  high- 
performance  gear  like  a  water 
filter  for  drinking  melted 
snow  and  a  high-altitude 
heart-rate  monitor.  Be  sure 
to  check  out  the  sections  for 
sale  items,  new  inventory  and 
women's  gear. 

►  BEST:  New  gear  auctions. 

►  WORST:  The  Marketplace  area  is 
not  well  integrated  into  Mountainzone. 
You'll  have  to  click  back  and  forth 
between  the  gear-buying  and  the 
articles  and  forums. 


WEB  TIP 

Before  you  gear  up, 
check  out  which  way  the 

wind  is  blowing  at 
www.weather.com/travel 


PATACONIA.COM 

www.patagonia.com 

This  top-of-the-line  apparel  maker  c 
dress  you  up  for  whatever  kind  of  cc 
ditions  you  encounter,  whether  you 
mountaineering,  skiing,  paddling 
surfing.  Browse  by  activity,  price 
product  type.  Need  capilene  undi 
wear?  It's  listed.  Products  come  w 
extensive  related  info,  like  design  f 
tures  and  fabric  technology.  The  be: 
tifully  designed  site  is  laced  with  fii 
hand  accounts  and  photos  fr 
the  wild.  And  the  Enviro 
tion   section   explains 
company's  impact  on 
environment,  its  grant 
gram,  and  doles  out  consei 
tionist  tips. 
►  BEST:  Web  specials  list  apparel  at  i 
to  50%  off. 
►WORST:  Inconsistent  descriptions 
of  products. 


MVP.COM 

www.mvp.com 

Ever  dream  of  hangin'  with  Michael 
Jordan?  You  know — playing  some  pick- 
up, drinking  some  Gatorade  and  hav- 
ing him  give  you  sneaker  advice?  Well, 
now  you  can  have  the  sneaker  advice 
part.  His  Airness,  John  Elway  and 
Wayne  Gretzky  are  all  "advisers"  to 
MVP.com,  a  sporting-goods  site  that's 
predictably  festooned  with  pictures  and 
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PLANETOUTDOORS.COM 

www.planetoutdoors.com 
Everything  you'll  need  to  face  M( 
Nature,  from  backpacks  and  ten 
performance    food.    Handy    e: 
abound:  sizing  charts,  side-byl 
comparisons  and  buying  tips.  If  br^ 
ing  fails,  the  advanced  search  fund 
lets  you  search  by  keyword,  cateil 
brand  and  price  range. 

►  BEST:  Live  chat  function  lets  you 
in  questions  and  get  immediate  answJ 
while  you  shop. 

►  WORST:  Buying  guides  can  be 
difficult  to  find. 


No  one  offers  your  business  more  selection 
than  the  computer  store  inside  your  computer. 

The  widest  selection  of  products. The  best  ^^^%^%t%^K""*^J* 

brands.  At  amazing  prices.  Find  all  the  computer  ^J|  IF^CjI 

and  technology  products  and  services  that  your  ^1      I  pS 

business  needs  at  www.egghead.com.  ^J^J»COiTl 

Register  today  for  your  Business  Account.  The  Computer  Store  Inside  your  Computer. 

©  2000  Egghead,  Inc.  All  rights  reserved.  Other  products  and  brand  names  may  be  trademarks  or  registered  trademarks  of  their  respective  owners. 
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TWTftOOD  LIFE 


The  Good  Life  j  ADVENTURE  TRAVEL 

Surf  in'  Safari 

Ready  to  hike  Kilimanjaro?  Paddle  to  remote  regions  of 
China?  Whatever  your  interest  and  skill  level,  the  Inter- 
net has  become  an  invaluable  tool  for  adventurers.  A  few 
years  ago,  intrepid  travelers  had  to  scour  the  pages  of 
outdoor  magazines,  gather  brochures  from  retail  stores 
or  depend  completely  on  travel  agents.  But  the  Internet 
has  consolidated  the  once-diffuse  industry.  Sites  like 
lExplore  and  Adventureseek  provide  links  to  hundreds  of 
tour  operators,  and  allow  you  to  browse  through  dozens 
of  trips— whether  it's  a  singles'  safari  in  Botswana  or  a 
family  cruise  of  the  Galapagos  Islands.  Research  a 
region's  topography,  weather  and  history,  buy  equipment 
or  check  currency  rates.  Some  sites  will  even  book  your 
expedition.  —Colleen  Mastony 


ABERCROMBIE  &  KENT 

www.aandktours.com 

The  site  to  visit  if  you  picture  yourself  traversing  1 
Serengeti  on  the  back  of  an  elephant — or  in  the  back  c 
Land  Rover.  This  leading  luxury-tour  operator  offers  m< 
than  350  trips  to  more  than  100  countries.  Once  the  p 
mier  name  in  safaris,  A&K  now  also  runs  rafting,  canoei 
diving  and  trekking  trips.  Search  by  destination  or  by  act 
ity,  then  browse  the  numerous  tour  choices.  Problem:  T 
descriptions  are  little  more  than  flowery  marketing  t 
with  a  few  scenic  photos.  To  get  the  nitty-gritty  details, ) 
have  to  call  for  more  information,  or  order  their  brochu 
(free)  or  videos  ($9.95  each). 

►  BEST:  A  shot  of  adventure  and  luxury. 

►  WORST:  Lack  of  detailed  information  and  that  pretentious, 
heraldic  British  music  on  the  home  page. 


ADVENTURESEEK 

www.adventureseek.com 

Ready  to  climb  a  volcano?  Try  this  easy-to-navigate,  ft 
service  information  and  referral  site.  While  you  can't  be 
trips  here,  you  can  do  everything  else.  Search  by  region 
activity,  then  refine  your  search  by  price,  dates  and  lengtr 
trip.  Trip  details  include  required  skill  levels,  lodging,  mej 
and  guide  credentials.  You  can  also  research  weather,  c 
rency  rates  and  visa  regulations  as  well  as  local  history « 
culture. 

►  BEST:  You  can  compare  trip  outfitters  side  by  side  with  the 
site's  Wizard.  And  its  Adventure  Miles  program  lets  you  redeem 
goodies,  discounts  or  to  donate  to  environmental  charities. 

►  WORST:  Content  can  be  misleading.  You'll  find  lots  of  info  c 
Icelandic  attractions,  but  only  one  trip. 


ALPINE  ASCENTS  INTERNATIONAL 

www.alpineascents.com 

Looking  for  that  mountain  high?  Alpine  Adventures  IrJ 
national  will  take  you  into  thin  air,  whether  you're  an  e:j 
rienced  mountaineer  looking  to  summit  Kilimanjaro  i 
beginning  climber  hoping  to  trek  the  Himalayan  footll 
This  site  is  densely  packed  with  information  from  exteij 
gear  lists  to  cultural  and  historical  information.  Checl 
archived  cybercasts  from  Everest.  You  can  book  online 
have  to  call  to  make  a  credit-card  payment. 
►  BEST:  Comprehensive  FAQ  section. 
►WORST:  Info-dense  and  poorly  organized. 


AWAY.COM 

www.away.com 

Not  as  sleek  or  as  thorough  as  some  of  the  competition,! 
solid  site.  It  provides  detailed  descriptions  of  trips,  whl 
sorts  into  eco-friendly,  adventure  and  cultural  categoriej 
tras  include  destination  guides,  message  boards,  phot'j 
leries  and  expert  forums.  You  can  customize  the  site  by  p  I 
your  favorite  activities  and  destinations  front  and  centeii 
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EST:  Groups  can  collaborate  online  to  plan  a  trip. 
ORST:  Explanations  of  required  skill  levels  are  too  vague. 


CKROADS 

Lbackroads.com 

escape  in  itself.  Offers  1,200  trips  to  34  countries  for 
?rs,  walkers  and  hikers.  Type  in  your  preferences  and 
kroads  will  suggest  trips,  from  culinary  to  cultural.  Skill 
:1s  range  from  easy — pedaling  in  Northern  Italy — to 
derate — rugged  mountain  biking  in  Mexico.  The 
ction  of  accommodations  is  decidedly  exotic — a 
l-century  castle  in  France,  perhaps,  or  the  canvas  tents  of 
oroccan  desert  camp. 

EST:  Detailed  itineraries  include  daily  mileage  and  terrain. 
ORST:  Frugal  travelers  beware:  You  can't  search  by  cost. 


RTH  RIVER  EXPEDITIONS 

BNUthriver.com 

cializing  in  exotic  and  far-flung  corners  of  Chile,  Tibet, 
|  Ecuador  and  Alaska — complete  with  jaw-dropping  pho- 
You  have  to  scroll  way  down-screen  to  see  the  entirety  of 
Peruvian  Colca  Canyon  (twice  as  deep  as  the  Grand 
lyon);  eventually  you'll  see  the  small  group  of  rafters  navi- 
ng  the  river.  You  don't  have  to  be  an  expert  oarsman, 
ugh;  Earth  River  does  include  trips  for  beginners. 
EST:  Comparison  chart  lays  out  each  trip  by  difficulty, 
lery,  isolation,  wilderness,  culture  and  wildlife. 
rORST:  Site  can  be  awkward  to  navigate.  And  you'll  have  to 
to  reserve  trips. 


DORS.COM 

v.fodors. com/sports 

ors'  adventure  section  focuses  on  sporting  vacations  in  the 

,  from  skydiving  to  racecar  driving.  With  less  content  than 


other  sites,  the  site  is  uncluttered  and  easy  for  novices  to  navi- 
gate, with  basic  content  to  match.  You  can't  book  trips  here; 
the  site  just  makes  referrals  to  tour  operators. 

►  BEST:  Handy  seasonal  index  breaks  down  sports  by  the  time  of 
year  and  lets  you  click  through  to  tour  operators. 

►  WORST:  No  search  function. 


GORDONSGUIDE.COM 

www.gordonsguide.com 

Timothy  E.  Gordon— cowboy,  river  guide,  skier,  moun- 
taineer and  author  of  Gordon's  Guide  to  Adventure  Vaca- 
tions— has  put  together  this  nifty,  well-designed  site,  which 
links  users  to  32  activities  (from  dog  sledding  to  sculling  to, 
yes,  tugboating)  and  800  operators,  with  a  focus  on  do- 
mestic destinations.  There  are  more  than  100  river- 
rafting  links  alone. 

►  BEST:  Great  collection  of  links  to  just  about  every  outdoor 
magazine  and  catalog  in  existence.  And  a  section  on  women's 
adventure  travel. 

►WORST:  You'll  have  to  contact  the  tour  operator  via  phone  or 
e-mail  to  request  information  and  make  a  reservation. 


GORPTRAVEL 

www.gorptravel.gorp.com 

Easiest  to  browse  of  any  of  the  referral  sites.  Activities  are 
broken  down  into  specialties;  horseback  riding,  for  example, 
includes  pack  trips,  wagon  trains  and  cattle  drives.  And  you 
can  specify  interests  such  as  women-only,  50-plus  or  corpo- 
rate retreats.  For  some  trips  you  can  reserve  a  spot  online. 
But  because  GORP  links  you  to  other  sites,  the  quality  of  in- 
formation varies. 

BEST:  Community  forums  let  you  chat  with  experts  or  ask 
fellow  travelers  for  advice. 
►WORST:  You  can't  choose  multiple  interests  or  multiple  dates. 


IEXPLORE.COM 

www.iexplore.com 

Ever  feel  like  the  gnarliest  part  of  your,  adventure 
vacation  is  getting  the  damn  thing  planned? 
Whether  you're  looking  to  go  on  safari  in  Tanza- 
nia, mountain  biking  on  the  north  face  of  the 
iger  or  birding  in  the  Brazilian  rainforest, 
Iexplore  is  your  full-service  click.  Search  by  desti- 
nation or  activity.  Research  regions,  check  out 
itineraries  and  scope  out  local  tour  operators.  The 
well-designed  search  function  lets  you  plan  your 
trip  not  only  by  price  and  date,  but  also  by  the 
difficulty — mentally,  physically  or  technically 
speaking — of  the  potential  activity.  When  you've 
decided,  purchase  your  trip  online  and  then  click 
over  to  the  site's  online  store  to  load  up  on 
helpful  books  and  gear. 


►BEST:  You  can  book  online;  experts,  listed  by 
region  or  activity,  field  questions  via  e-mail. 
►WORST:  Can't  search  for  trips  that  cater  to  special 
groups  like  women-only,  50-plus  or  corporate. 
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(Before  From2.com) 


Wc  are  sorry...  No  international 
orders  will  be  accepted  by  fax, 
postal  mail,  or  the  Tiger  Direct 
web  site... 


TigerDirect.com 

December  01  ,    1  399 


Is  your  e-commerce  si 
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larccsl  PC 


According  to  a  recent  study,  approximately  L)Ol!,>  of  all  retailers,  wholesalers  and  manufacturers  invol\ 
e-commerce  arc  unable  to  lullill  international  orders  because  ol  the  complexity  ol  shipping  across  ho 
and/or  because  they  are  unable  to  confirm  logistics  or  quote  total  delivered  costs. 

When  rigerDircct.com  (a  Systemax  company,  NYSE:SYX)  one  of  the  largest  PC  manufacturers  in  the  world,  rei 
faced  these  challenges,  they  turned  to  us. 

Wc  arc  From2.com,  and  wc  arc  the  solution. 

I  sing  our  proprietary  Information  and  technology,  trade  compliance,  customs  brokerage,  global  logistics  and  related  sel 
any  e-merchani  can  become  an  exporter  and  an)  international  e-buyer  can  become  an  importer  without  doing  a  il 
worrying  about  hidden  costs  and  uncertainties.  In  fact,  there  is  no  charge  whatsoever  for  any  merchant  to  become  'Towi 
I  rom2.com".  The  process  starts  with  our  Global  Delivered  Cost  c  alculator'",  a  patent-pending  online  system  that  cnabl 
c-nicrchanl  to  quote  international  e-buyers  the  all-inclusive  delivered  price  (including /ivigfif,  insurance,  duties,  taxe 
custonts  clearance  fees  and  other  impact  charges)  and  the  transit  time  for  just  about  any  product  —  regardless  ol  size,  shape  01  \ 
bom  am  where  to  almost  anv  other  address  in  the  world. 


Freight    Insurance    Customs    Duties    Taxes    VAT    Import    Chan 


(After  From2.com) 


TigerDirect.com  now 

accepts  orders  and  can  ship  any- 
where in  the  world.  Powered  by 
From2.com 


TigerExport.com 

February  01  ,   2QDD 


lobally  challenged? 


this  information  is  guaranteed  to  be  accurate  and  is  provided  instantly  on  the  e-merchants  own  website  at  the  time  the 
:tion  is  actually  taking  place.  Our  experts  then  handle  all  international  shipping  arrangements,  including  export/import 
lentation,  customs  clearance,  local  transportation  and  deliver)-  right  to  the  buyer's  doorstep. 

larantee  is  simple  —  punctual,  hassle-free  delivery  at  competitive  rates,  or  the  freight  is  on  us. 

1  out  how  we  can  improve  or  expand  your  international  e-business,  just  contact  our  Business 
pment  Division  today  at  305.420.1500,  info@from2.com  or  visit  our  website  at  www.from2.com. 
»e  you're  not  doing  business  on  the  World  Wide  Web  unless  you're  doing  business  worldwide.™ 
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•com 


The  e-power  to  deliver  internationally 


/ery    Anywhere    Any    Size    Door -to- Door    Guaranteed 
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Have  Browser,  Will  Travel 

For  intrepid  and  armchair  travelers  alike,  the  world  just  got  more  manageable,  now  that  the  Web's  bursting  with  sites 
that  help  you  plan  every  element  of  a  trip.  According  to  Forrester  Research,  business  and  pleasure  travelers  wil 
spend  $18.7  billion  on  Web  travel  sites  this  year.  Even  though  that's  only  4.5%  of  the  total  travel  business,  it's 
whopping  164%  increase  over  Web  sales  in  1999. 

Book  plane  tickets,  cars  and  hotel  rooms  with  just  a  few  mouse  clicks.  Browse  through  vacation  villas  from 
Miami  to  Maui.  Learn  the  best  restaurants,  historic  hot  spots  and  currency  exchange  rates— even  arcana  like  how 
to  say,  "Can  you  bring  us  some  mustard?"  in  German.  And  streaming  video  and  Web  simulcasts  put  you  there- 
wherever  in  the  world  "there"  may  be.  —C.J.  Hughes 


jpmjp 


ABOUT.COM  SPAS 

http://spas.about.com/ 

Pass  the  cucumber  slices.  This  greatest-hits  site  from  the 
world  of  holistic  health  care  bubbles  over  with  links  to — and 
information  on — the  world's  best  spas.  In  addition  to  top-ten 


FODORS 
www.fodors.com 

A  two-time  Forbes  Favorite,  this  easy-to- 
navigate  site  leaves  you  panting  to  get  on 
the  road.  Use  the  Planning  Center  to  learn 
wf  Cibout  a  destination's  local  history,  notable 
\  \  rfiltural  sites  and  activities.  Search  the 
hotel  and  restaurant  indexes — complete 
with  star  rankings,  prices  and  contact  in- 
formation— for  nearly  any  vacation  spot 
in  the  world.  Link  to  local  tourism  sites, 
maps  and  video  tours.  And  learn  how  to 
pronounce  up  to  500  key  phrases  in  five 
different  languages.  Aimed  at  a  slightly 
younger  traveler  than  its  print  guides,  the 
site  spotlights  500  adventure  travel 
trips — from  a  covered-wagon  excursion 
across  Nebraska  to  a  rafting  trip  in  the 
Arctic  Circle.  You  can  even  check  State 
Department  advisories  for  travel  to 
politically  volatile  destinations. 

►  BEST:  Create  a 
custom  miniguide  to 
your  destination,  with 
restaurants,  activities, 
lodging  and  other 
essential  info. 
►WORST:  You  need 
to  go  to  Travelocity  or 
Expedia.com  to  book 
tickets. 


lists  from  A&E  and  Conde  Nast  and  spa  reviews,  this  site 
voluminous  links  offer  everything  from  spa  recipes  to  famil 
spas.  The  editorial  section  includes  articles  on  such  vital  toj 
ics  as  how  to  create  a  lavender  relax  and  energy  balancinj 
Even  though  you  can't  book  travel  reservations  here,  the  sil 
does  cover  tons  of  ground.  U.S.  spas  aren't  just  limited  t 
Hawaii  and  southern  California,  but  include  ones  in  col 
climes  like  Maine. 

►  BEST:  A  wealth  of  info  about  spas  and  spa  culture. 

►  WORST:  The  stress  from  navigating  this  cluttered  site  will 
leave  you  begging  for  a  massage. 


BIZ  TRAVEL 

www.biztravel.com 

The  redesigned  BizTravel  feels  like  sitting  in  first  class.  Letd 

sleek  and  streamlined  site  book  plane  tickets,  cars  and  ho 

reservations  for  you,  and  then  recall  them  when  you  makj 

return  visit.  It  will  also  track  your  frequent-flier  miles.  On 

you  create  a  profile — a  somewhat  tedious  process — B| 

Travel  analyzes  your  preferences  and  delivers  clear,  cond 

results.  Don't  miss  the  curmudgeonly  Travel  Technoloa 

column  and  the  Travel  Toolkit,  with  currency  convert'. 

maps,  foreign  entry  requirements  and  the  like. 

►  BEST:  BizTravel  found  some  incredible  flight  deals  that  did  | 

require  altering  departure  or  return  dates. 

►WORST:  No  photos  or  colored  graphics  in  the  City  Info  sect 


CONCIERGE.COM 

www.concierge.com 
Conde  Nast  squeezes  a  lot  into  its  suitcase  here,  althougj 
relies  on  other  services  for  the  staples — Expedia.com,  fori 
ample,  books  tickets.  The  numerous  flight  options  aren'tj 
cheapest  around;  still,  Concierge  does  a  good  job  fin(j 
better  options  by  tweaking  your  travel  schedule.  By  shavi 
day  off  our  departure  date,  Concierge  saved  us  hundred 
dollars  on  a  New  York-to-New  Orleans  ticket.  Delightful 
tras  abound — superb  zoom-in  maps,  a  useful  newsletter  j 
even  live  simulcasts.  Readers  of  the  eponymous  magaj 
may  enjoy  the  helpful  Perrin  Report,  and  lovers  will  fin*| 
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|VC  3.3  Megapixel  CCD  Digital  Camera 

JVC  Company  of  Ame-  3  market  with  a  3.3  Megapixel  CCD 

digital  still  camera,  offering  the  highest  image  resolution  available  in  a 
consumer  model.  The  GC-QX3  digital  still  camera  will  be  available  in  stores 
this  February. 

JVC's  GC-QX3  delivers  remarkably  sharp,  color-rich  images  in  a  fun,  easy-to-use 
package  packed  with  professional-style  features  that  makes  taking  pictures  with 
this  camera  a  thrill.  Designed  for  rapid  readiness,  this  digital  still  camera  also 
produces  moving  video  e-mail,  creates  a  multiple  layer  collage,  and  has  high 
storage  capacity  on  a  small,  high  speed  Smart  Media  card. 

The  JVC  GC-QX3  will  have  a  nationally  advertised  value  of  $1,099.  For  more 
information,  visit  JVC's  web  page  at  www.jvc.com  or  call  Rob  Payesko  of  JVC 
at  1-800-526-5308. 


Elan's  VIA!  In-Wall  Touchpanel 

Elan  Home  Systems' VIA!  touchpanel  provides  one  interface  for  controlling  a 
large  number  of  systems  through  a  flush-mount  6.4-inch  color  touchscreen  LCD. 
The  panel  offers  user-friendly  graphics  to  control  a  wide  array  of  sources  includ- 
ing tuners,  CD  players,  digital  music,  DVD,  satellite  receivers,  VCR's,  video  cam- 
eras, lighting  and  personal  computers. 


The  high-resolution,  high-contrast  display  delivers  quality  viewing  of  any  NTSC 
full  motion  video  signal,  making  it  possible  to  view  TV,  video,  home  surveillance 
and  child  monitoring,  and  PC  applications  on  the  touchscreen.  The  VIA!  allows 
customized  large  buttons  and  fewer  epagesi  since  more  display  space  is 
available. 

Each  VIA!  panel  is  capable  of  transmitting  learned  IR  and  serial  command 
strings  and  is  preprogrammed  to  control  the  Elan  HD  or  Z-630  zone 
controllers  as  well  as  music  selections  from  Escient®  CD  Management 
systems. 

The  suggested  retail  price  is  $1,600.00 


5** 


Brother's  CopyPoint  2000 

Brother's  CopyPoint  2000  is  a  write  on/wipe  off  electronic  whiteboard  with  a 
built-in  printer.  Its  PC  Link  option  allows  you  to  export  information  written  on 
the  surfaces  to  your  computer.  The  rotating  one-touch  panel  provides  a  generous 
writing  surface  and  is  conveniently  housed  in  a  compact  frame.  With  CopyPoint 
2000  graphs,  charts  and  text  are  quickly  printed,  taking  it  easier  for  listeners 
to  participate  in  meetings  without  the  distraction  of  note  taking.  It  can  be 
wall-mounted,  partition-mounted  or  easel-mounted  and  sells  for  an  estimated 
street  price  of  $699.95.  For  more  information  contact  Brother  at 
.. brother.com  or  800-276-7746. 
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Romantic  Getaways  link  enchantingly  specific. 

►  BEST:  Refreshingly  offbeat  package  deals  and  the  thematic 
slide  shows,  like  The  World's  Most  Beautiful  Beaches. 

►  'WORST:  Weak  on  cruises  and  train  travel. 


EXPEDIA.COM 

www.expedia.msn.com 

Gets  you  off  the  ground  even  before  your  plane  takes  off.  Con- 
tent is  clear  and  copious,  with  an  online  magazine  and  sepa- 
rate channels  for  family,  adventure,  cruise,  golf  and  business. 
Articles  change  frequendy,  with  destinations  ranging  from  the 
mountains  of  Virginia  to  the  beaches  of  Thailand.  For  more 
information,  you  can  link  to  other  Microsoft-owned  sites  like 
Sidewalk.  Before  you  book  your  travel  and  accommodations 
online,  be  sure  to  scan  the  Deals  page,  and  consult  the  extras 
like  local  weather,  maps  and  insider  travel  advice. 

►  BEST:  International  users  will  appreciate  the  Canadian, 
German  and  U.K.  versions  of  this  site. 

►  WORST:  Many  of  the  international  lodging,  restaurant  and 
transportation  recommendations  don't  have  links. 


ISLAND  HIDEAWAYS 

www.islandhideaways.com 

It's  a  tough  job,  but  someone's  got  to  find  the  Caribbean 

vacation  villa  this  year.  So  grab  a  margarita  and  click  through 


the  vast  sea  of  inventory  in  a  dozen  island  locations,  froi 
Barbados  to  Virgin  Gorda.  Most  listings  are  accompanied  b 
several  photos.  You're  sure  to  be  enticed  by  the  whitewashe 
stucco,  the  deep  aqua  pools  and  the  lush  tropical  flora, « 
weekly  rental  prices  that  range  from  low-four  to  low-five  fi{ 
ures.  But  if  you're  looking  to  book  online,  you're  out  of  lud 
This  is  high-density  brochureware,  so  you'll  need  to  folio1 
up  over  the  phone. 

►  BEST:  The  deep  inventory  and  lush  photos. 

►  WORST:  You  have  to  leave  the  site  to  actually  book  a  trip. 


PREVIEW  TRAVEL 

www.previewtravel.com 

Holds  your  hand  like  a  good  travel  agent.  Rather  than  jum 
all  over  the  place  to  find  your  ideal  ticket,  start  by  pickin 
your  destination,  and  the  site  leads  you  from  there.  If  variou 
fares  from  major  cities  don't  work,  try  entering  your  date 
Discounts  run  as  high  as  25%.  Preview  uses  Fodor's  for  il 
reviews,  which  are  top-notch.  Additional  features:  the  cm 
rency  exchange  rate  calculator,  weather  center,  map  cente 
and  travel  calendar.  The  site  automatically  updates  all  you 
frequent  flyer  accounts. 

►  BEST:  Minimovies  about  destinations,  like  Costa  Rica. 

►  WORST:  Hotel  links  for  foreign  countries  are  spare;  for 
smaller  countries,  you're  better  off  with  print  guides. 


We're  in  your  corner. . 
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5  extraordinary  costs  that  can  result  from  a  catastrophic  disability  or  major  illness  can 
ike  away  everything  you've  worked  so  hard  for... your  home,  college  savings,  your 
ment.  Everything!  That's  why  I  worked  with  the  people  at  HealthExtras  to  develop 
tions  that  provide  you  and  your  family  with  the  financial  security  you  need.  I've  seen 
too  many  families  destroyed,  not  from  the  disability,  but  the  financial  drain. 
Please,  protect  yourself.  Protect  your  family... with  HealthExtras. 


gfe  HEALTHEXTRAS 


Because  you  love  your  family. 
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example,  yields  145  selections,  while  Costa  Rica  offers  none. 

►  BEST:  Unusual  services  like  housesitting  and  youth  hospitali 

exchanges. 

►WORST:  Even  though  the  site  guarantees  members'  privacy, 

you  have  to  turn  over  reams  of  personal  information  to  post  here. 

The  houses  suffer  from  skimpy  descriptions  and  a  few  lack  photo 


TRAVELOCITY 

www.travelocity.com 

Ample  services.  You  can  book  air,  car,  hotel  rooms,  cruises 

and  also  obtain  useful  information  about  destinations. 

Owned  by  Sabre,  the  electronic  booking  service  used  by 

travel  agencies,  Travelocity  includes  a  Fare  Watcher  option 

with  quick  picks  for  frequently  traveled  routes.  Compulsive     

travelers  should  check  out  the  new  Dream  Map  feature:  Tell     VACATIONSPOT.COM 

Travelocity  how  much  you  have  to  spend,  and  it  will  tell  www.vacationspot.com 

you  where  you  can  go.  Fares  were  average,  but  the  site  For  those  looking  for  an  alternative  to  hotel  a< 

had  an  unusually  wide  selection  of  rental  cars.  Other      if  your  ideal  vacation       commodations,  this  site  is  particularly  rich  i 

notable  features:  maps  of  areas  around  hotels,  excel-  inw\ws  a  private  yacht  and    listings  of  villas,  inns,  bed  and  breakfasts  an 

warm,  azure  waters,  check  I  .  .         .  .       T  .  .         .  .    J ,, 

historic  properties.  In  partnership  with  M; 


lent  passport  info  and  a  handy  ski  guide. 

►  BEST:  Pick  your  preferred  seat  from  maps  of  the 

planes  of  13  airlines. 

►WORST:  Too  few  restaurant  listings. 


out  www.eliteyacht.com. 

reviewed  at 

forbesbest.com. 


VACATION  HOMES  UNLIMITED 

www.vacation-homes.com 

Looking  to  house-swap  with  someone  in  Tahiti?  This  is  the 
place.  Start  by  clicking  on  the  spot  you  want  to  visit  on  a  world 
map.  Then,  browse  among  the  houses  available  in  that  area. 
You  have  to  pay  $65  to  get  the  nitty-gritty,  though,  like  agents' 
phone  numbers  and  prices.  Straight  rentals  are  also  available. 
And  some  regions  are  more  fruitful  than  others;  France,  for 


crosoft's  Expedia,  it  offers  more  than  25,00 
properties  in  4,000  destinations,  with  emphas: 
on  the  U.S.  and  Europe.  Choose  by  golf,  famil; 
beach  or  ski.  Select  location,  price  range  and  number  r. 
people  in  your  party,  as  well  as  details  like  proximity  to 
beach.  VacationSpot  tells  you  what's  available,  with  de 
tailed  descriptions  and  photos.  You  will,  however,  have  t 
jump  elsewhere  to  book  tickets.  Use  My  Spot  to  order  a 
e-mail  when  your  dream  vacation  spot  finally  becomi 
available. 

►  BEST:  A  slide  show  reveals  what's  available  in  certain  areas. 
►WORST:  Few  homes  for  the  budget  traveler. 


office. 


CNBC  is  the  best  source  for  business  news  and  analysis  on  TV  and  on  the  Web. 


Watch  CNBC  all  Business  Day 
Weekdays  5:00AM-7:30PM  ET 


cnbc.com 


Click  en  CNBC.cem 
24  hours  a  day 
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garagelftcom 


N  VALLEY,  May  16-17  AUSTIN,  June  5-6  Q3.1C digSlTtCOTCi 

we  -s t ft r  t  up  sin  tups 

Join  Garage.com 's  twoday  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 

tors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 

ON     TO     WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY 
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Worldwide 
Party  Guides 

Planning  a  little  R&R  in  Spain  the  week  of  July  6?  If  you 
consult  the  Web  before  you  book,  you'll  learn  that  you'd 
best  avoid  Pamplona  that  week.  With  thousands  of 
steers  and  liquor-emboldened  frolickers  pounding 
through  the  streets  for  nine  straight  days  during  The 
Running  of  the  Bulls,  rest  and  relaxation  seem  remote. 
A  good  way  to  find  out  what's  happening  in  your  va- 
cation region,  before  you  embark,  is  to  visit  one  of  the 
many  festival  sites  on  the  Web.  Whether  you  try  a  larger 
one,  like  Festivals.com,  or  a  smaller,  more  specialized 
site,  you'll  find  easy-to-search  databases  with  reams  of 
information  on  summer  festivals,  from  jazz  and  blue- 
grass  to  ballooning  and  worm  races,  all  around  the 
globe.  Some  sites  lack  design  savvy  but  the  least  likely 
will  turn  up  lengthy  original  reviews  that  may  help  dic- 
tate your  summer  plans.  Always  double-check  to  make 
sure  dates  are  current.  —Danielle  Svetcov 


FCSTIVALFINDER.COM 

www.festivalfinder.com 

This  site  is  similar  to  Festivals.com's  but  focused  on  musi 
With  the  same  panache  and  attention  to  detail,  Fes1 
valfinder.com  lists  some  1,500  music  events  in  Nor 
America,  from  the  Drum  Corps  International  Eastern  Pr 
view  in  Allentown,  Pa.,  to  the  Inside  Out  Soul  Festival 
Lincoln,  N.H.  The  departments,  accessible  from  the  fro 
page — Cajun  zydeco,  classical,  blues,  rock,  etc. — list  even 
in  chronological  order,  with  editor  recommendations  list< 
at  the  top.  Search  engine  sorts  by  date,  music  gem 
location  and  performer. 

►  BEST:  Best  bets  are  reviewed  right  on  the  front  page. 

►  WORST:  Event  descriptions  can  be  thin. 


FESTIVALS.COM 

www.festivals.com 

With  32,000  events  in  its  database,  discussion  groups  ar 

feature  stories,  Festivals.com  is  light  years  ahead  of  tl 

nearest  competitor,  at  least  in  bulk.  The  event  listings  run  tl 

gamut — from  Rio's  Carnival  to  the  Clear  Lake  (Calii 

International  Worm  Races.  Search  by  date,  region  or  ke 

word  or  peruse  the  different  event  sections:  arts,  kids,  mote 

music,  sports  and  culture.  Reviews  run  about  a  page — fail 

factual,  with  some  catchy  turns  of  phrase.  A  bonus  travel-a 

section  provides  airline,  visitors  bureau  and  exchange-ri, 

information. 

>  BEST:  Thousands  more  events  than  any  other  site 

we  visited. 

►WORST:  Could  use  more  images  in  the  Image  Gallery. 


WHATSGOINGON.COM 

www.whatsgoingon.com 

By  far  the  most  fun  and  opinionated  of  the  festival 

sites.  Reviewers'  icons  set  the  tone:  Among  them,  a 

cane  means  grandma-approved,  while  a  top  hat 

marks  snob  appeal.  Search  by  country,  state  or  city 

^rto  find  an  enticing  annual  rundown  of  events — re- 

\  \  Vgious,  cultural,  natural,  sports- related,  you  name 

it.  If  you  missed  Australia's  Nude  Night  Surfing 

Contest  in  January  (no  cane  icon  there),  you  can 

witness  wildlife  of  a  different  sort  at  the  annual 

Christmas   Island  Crab   Invasion   in   October. 

Heading  to  Morocco  in  May?  Don't  miss  the  World 

Sacred  Music  Festival.  Jamaica  in  June?  Try  the 

1  Rios  Jazz  Fest.  Reviews  include  directions,  re- 

iding  and  hot  links  to  festival  home  pages. 

hook  your  flight.  And  whether  you're 

a  gl<  betrottei  or  an  armchair  traveler,  you'll  want 

to  bookmark  the  site's  weekly  Coolest  Place  on 

Earth  feature  and  the  ten  best  events  of  the  month. 


Mm 


*■  BEST:  Event  synopses,  filed  by  the  site's  17 
international  correspondents,  are  fun  and  juicy. 
►  WORST:  Searching  by  date  or  event  type  is  a 
chore;  search  interface  is  buried  a  few  pages  deep. 
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Coolest  Place  on  Earth  Today*Qm 

Thursday,  June  1 0, 1 9 

Los  Diabios  Danzantes  (Devil  Dancers  cf  Corpus 
Chrisli) 

June  10,  1999 

Loe  Caneyes  Chapel  &  Various  Locations 

Los  Caneyes.  Bay  of  Patanemo.  Venezuela 


nave  you  r*yer<3arKedv^rr»deviPVVeK.  here  $  your  chance  Today.  the 

devils  are  a-dancing  m  the  Venezuelan  viHage  of  Los  Caneyes  in  Patanemo, 

and  you  can  oetoownwth  dee eebub  and  he  buddies  Foiow (he  ornery  hen*  i 

as  tney  do  a  iot»  j<g  irom  house  to  house 

and  all  over  town,  in  observance  of 

Corpus  Christ  a  toman  Catholic 

cebKxabon  m  honor  of  the  Euchanst 

Donttry  to  figure  I  out.  though  At  some 

tmes  the  dancing  devils  act  as  agents  of 

Ood.  and  at  others,  they  embody  evH 

The  'herrnanos,"  or  brothers  who 

parocpal*  in  the  devilish  dancing,  don 

elaborate  red  costumes  wth  homed  and 

sfreamered  masks  and  bells  on  ther  feet 

Each  year,  herrnanos  spend  the  day 

dancing,  banging  drums,  and  shaking 

maracas  beca  us*  they  are  bound  by  a  pledge  to  dance  for  eight  consecutive 

years  Tney  made  the  pledge  ineichangerbraeicepoonaipiea  oncemadeto 

Ood  tor  drv.ne  intervenoon-to  cure  an  rttness  for  example  in  Los  Caneyes.  tn» 

deviMjancers  must  dance  tor  seven  consecutive  years.  pMS  one.  Tor  grace* 


J  i    innn 


STPASS.COM  ground  and  all.  A  directory  search  for  American  festivals,  for 

f.festpass.com  example,  turned  up  fests  in  Amsterdam,  Barcelona  and 

opean  festival  central.  Search  by  location,  date  or  festival  Rome.  Coverage  waxes  deepest  for  the  majors — Cannes, 
:,  from  street  theater  and  early  baroque  music  to  food  to  Berlin  and  the  Oscars — and  includes  a  several-year  archive 
petry.  Listings  range  from  the  wildly  popular  Edinburgh  of  coverage.  While  not  all  festival  films  are  written  up,  re- 
itary  Tattoo  Festival — more  marching  bands  than  you     views  are  original  and  earnest.  But  the  site  is  in  serious  need 

of  a  copy  editor. 
BEST:  Exhaustive  film  coverage,  including  reviews. 
►  WORST:  Poorly  organized.  And  the  film  stills  studding  the 
site  aren't  captioned— a  disservice  to  readers  and 
filmmakers  alike. 


wave  a  baton  at — to  a  full  week  of  Gipsy  swing  in 
;ers,  France.  Check  out  the  FestZine  for  fun  photos — the 
-degree,  rotating  IPIX  variety — of  selected  festivals. 
1't  miss  the  shot  of  the  Wife  Carrying  World 
impionships    in    Sonkajarvi,    Finland — a 
i-century  tradition  with  qualifying  meets  in 
>nia  and  Sweden. 

EST:  Review  section,  which  offers  much  more 
I  event  descriptions  than  the  pallid  listings. 
ORST:  Searching  by  keyword  proved  fruitless. 


.MFESTIVALS.COM 

r.filmfestivals.com 

the  film  festival  info  you  need — and  plenty  you  don't, 
:ss  you're  an  Orson  Welles  wannabe.  The  home  page 
Is  like  a  long  reel  of  trailers,  bouncing  from  festival  news 
ecent  reviews  to  a  filmmakers'  directory.  Navigating  be- 
d  the  first  screen,  though,  is  pure  Blair  Witch  Project; 
're  guaranteed  to  feel  lost  in  the  woods,  black  back- 


WEB  TIP 

You  have  great  seats  for 

a  concert,  but  just  found  out 

you  have  to  fly  out  of  the         POLLSTAR.COM 

country  that  weekend.  Don't    j  „„„„,  _„n.,„  „„_ 

www.pollstar.com 
worry,  go  to  www.tixs.com,    I  r 

where  users  can  buy,  sell    *  Lives  up  to  its  tagline:  "The  most  reliable  source 
*  of  worldwide  concert  tour  schedules."  Pollstar 
lists  more  than  42,000  events  featuring  more  than 
4,800  artists,  from  Bob  Dylan  to  the  Dixie  Chicks  to  Nine 
Inch  Nails.  The  site  is  best  used  as  a  search  engine  (search  by 
artist,  city  or  venue).  If  you're  looking  for  concert  reviews, 
look  elsewhere — although  it  recently  began  to  provide  con- 
cert previews  and  music  news. 

►  BEST:  The  Notify  Me  feature  will  e-mail  you  when  your 
favorite  performers  go  on  tour. 
►WORST:  No  way  to  buy  tickets  on  the  site. 


Think  About  This: 


Almost  All  Unir  Investments 

Are  In  Equities,  ^bu  Need 
Some  liquid  Investments. 

3reat,  Another  2,000  Choices  To  Consider,  Ri^ht? 

Jl  the  investment  choices  out  there  can  get  confusing.  So  we'd  like 
ou  to  consider  Series  i  Bonds.  They're  guaranteed  to  stay  ahead  of 
jflation  for  30  years.  Every  cent  of  your  investment  is  protected  by 
le  U.S.  Treasury.  And  you  can  get  started  with  as  little  as  $50. 
Bonds.  They're  one  easy,  safe  choice. 


XL  IB 


■ 


Everyone  Needs  a  Safe  Place  to  Grow 

Visit  our  website  at  www.savingsbonds.gov 

A  public  service  of  this  publication  
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Digital  Decking 


Looking  to  renovate  that  Betty  Crocker-era  kitchen?  Build  a  deck  worthy  of  your  turbocharged  barbecue?  The  Web  is 
rich  with  do-it-yourself  pointers  and  can  be  helpful  in  finding  and  buying  renovation  materials.  Home  magazines  anc 
big  hardware  chains  like  Home  Depot  and  Lowes  serve  up  plenty  of  useful  information  on  home  projects,  as  well  as 
selection  of  building  materials.  Even  more  useful  are  new  sites  that  help  you  locate  a  reputable  contractor. 

Unfortunately,  many  specialty  suppliers  like  Country  Floors  and  Bradbury  &  Bradbury  still  offer  little  more  than  in 
structions  on  how  to  order  catalogs  by  mail.  Others  like  Kohler  and  American  Standard  direct  you  to  local  dealers 
many  of  which  can't  process  transactions  online.  And  if  you  are  a  restoration  nut,  looking  for  that  historically  accurate 
1880s  doorknob,  be  prepared  to  do  some  deep  digging.  —Steve  Ramos 


LIZJ 


OLD  HOUSE  JOURNAL 
ONLINE 

www.dovetale.com 

Most  home  remodeling  plans  are  born  by 
grand  design  or  great  disaster.  Whichever 
prompts  your  next  project,  this  site,  as- 
^•rSembled  by  magazine  publisher  Hanley- 
^\  Wood's  Old  House  Journal,  provides  a 
wonderful  gateway.  Like  the  URL  implies, 
a  consortium  of  home  improvement 
companies,  including  HomeWare- 
house.com,  Home  Building  &  Remodel- 
ing Network  and  Hardware.com,  among 
others,  anchor  a  site  rich  with  resources. 
A  directory  of  nearly  2,000  companies 

gives  users  the 
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ability  to  find 
designers,  archi- 
tects and  con- 
tractors of  every 
vocation — even 
merchants  who 
sell  everything 
from  sinks  to 
staircases.  Par- 
ticipating ser- 
vice professionals  undergo  legal  and 
credit  checks. 

►  BEST:  A  deep  product  catalog  lets  users 
track  down  architectural  oddities.  Our  search 
under  "newel  posts"  yielded  71  results. 

►  WORST:  A  lack  of  direct  Web  links. 


J 


AMAZON.COM  TOOLS  &  HARDWARE 

www.amazon.com 

Sure  it's  known  for  selling  books  and  music.  But  we  love 
what  Amazon  has  done  with  its  home  improvement  pages. 


Users  can  search  and  buy  a  wide  range  of  tools  and  hon 
accessories  from  a  deep  roster  of  manufacturers — mui 
deeper  than  most  online  hardware  sellers.  Shoppers  wor 
find  garage  doors  or  drywall,  but  for  around-the-hou 
products  like  cordless  drills  and  miter  saws,  good  des 
abound.  And  just  like  the  buyers  of  its  book  and  music  ofra 
ings,  Amazon's  home  improvement  customers  also  send 
product  reviews  that  help  shoppers  make  their  decisions. 

►  BEST:  A  five-star  rating  review  system. 

►  WORST:  Limited  selection;  no  big-box  items  like  whirlpools 
bathtubs  and  toilets. 


BENJAMIN  MOORE  PAINTS 

www.benjaminmoore.com 

Not  everyone  was  born  with  the  handyman  gene.  No  m 
ter.  Painting  remains  the  one  project  most  home  owners  I 
comfortable  trying  themselves.  For  those  who  dare,  this : 
provides  all  the  tricks  of  the  trade.  Beautifully  designed  i 
well-organized,  this  century-old  paint  manufacturer  gi 
aspiring  Michelangelos  detailed  instructions  on  simfl 
brush  and  roller  applications  as  well  as  all  the  trendy  \ 
and  crafts  techniques.  A  top-notch  technical  support 
provides  solutions  for  paint  problems  like  peeling  and  1 
tering;  calculators  determine  the  amount  of  paint  neel 
for  specific  jobs.  There  are  also  parts  of  the  site  set  up  to] 
sist  your  contractor,  architect  or  designer  in  using  comp 
products. 

►  BEST:  Choice  of  1,400  colors.  Step-by-step  instructions  oi 
applications  like  rag  rolling,  sponging  and  glazing. 
►WORST:  Colors  are  only  as  good  as  the  monitor  they're 
displayed  on.  Can't  buy  direct. 


BUILDFIND  HOME  IMPROVEMENT 

www.buildfind.com 

Not  the  prettiest  site,  but  a  wellspring  of  useful  informa 
on  all  things  construction  for  novices  as  well  as  profess 
als.  Extensive  lists  of  manufacturers,  dealers,  contra* 
and  designers  can  be  searched  by  region.  Links  trans* 
you  to  thousands  of  goods  and  services.  Helpful  how-tc 
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Spmway,  Inc. 


How  do  you  sell  the  sexiness  of  a  new  car  in  Ukl 


nly,  the  world  of  Internet  advertising  is  a  place  where  big  ideas  get  bigger,  not  smaller.  Thanks  to 
someone  who's  changing  everything:  Spinway.com.  Only  Spinway  offers  TV  quality,  full  motion 
video,  instantly  over  any  connection  (creatives  will  love  that).  Plus,  true  demographic  profiling 
of  millions  of  registered  users,  and  complete  control  of  the  delivery  system  -  so  you  get  every 
impression  you  pay  for  (the  suits  will  love  that,  if  anyone  still  wears  a  suit).  You  could  call  it 
proprietary  technology  with  a  vision.  Or  you  might  simply  call  it  The  Big  Idea.  Either  way,  you 
can  find  out  all  about  it  at  www.spinway.com/ads 


fspinway 


It's  How  To  Advertise  On  TheJnjeineL 
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give  homeowners  pointers  on  everything  from  doors  and 

drywall  to  plumbing  and  painting.  We  liked  the  calculators 

that  determine  the  amount  of  materials  needed  for  specific 

projects. 

s-  BEST:  Our  search  for  "specialty  doors"  yielded  4,500  results. 

►WORST:  Vendors  post  multiple  listings  of  the  same  product. 


CONTRACTOR.COM 

www.contractor.com 

One  of  the  most  stressful  chores  busy  homeowners  can  en- 
counter is  locating  a  reliable,  skilled  contractor.  If  you  can't 
get  a  good  recommendation  from  a  friend  or  neighbor,  use 
this  directory  as  a  starting  point.  Alas,  though,  it's  little  more 
than  an  online  yellow  pages  of  contractors.  In  the  site's 
Homeowner  area,  use  your  zip  code  to  search  from  among 
800,000  indexed  contractors.  Pinpoint  searches  are  harder. 
Ask  for  kitchen  remodelers,  for  example,  and  you'll  get  a  slew 
of  generalists. 

►  BEST:  Describe  your  needs  online  and  Contractor.com  will 
arrange  for  interested  contractors  to  call  you  within  a  week. 

►  WORST:  The  site  invites  users  to  rate  contractors.  Great 
idea.  But  right  now,  ratings  are  too  scant  to  be  helpful. 


►WORST:  The  list  of  manufacturers  doesn't  provide 
direct  Web  links. 

OURHOUSE.COM 

www.ourhouse.com 

This  site  wants  you  to  spend  time  during  the  week  using 
resources  to  get  home  projects  done  so  you  have  more  i 
time  on  the  weekends.  OurHouse  offers  a  good  range 
home  improvement  products  and  hardware  courtesy  of  j 
Hardware.  Best  of  all  are  its  lists  of  services:  contractc 
carpet  cleaners,  satellite  dish  installers,  even  maid  servi 
There  is  an  impressive  array  of  power  tools  here  and  poinl 
from  Mr.  Fix-it,  the  home  repair  expert  who  appears 
NBC's  Today  Show. 

►  BEST:  Efficient  source  for  tools  and  professional  services. 
►WORST:  No  price  comparisons.  Graphics  could  be  more 
detailed. 


SCARS.COM 

www.sears.com 

Sears  may  struggle  to  compete  with  Home  De 
and  Circuit  City  in  the  real  world.  But  on  the 
ternet,  America's  oldest  retailer  maintains 


WEB  TIP 

Don't  know  the  required 
distance  between  stairway 
balusters  (4  inches)?  Check  out \  upper  hand.  A  vast  selection  of  tools  ; 

www.codecheck.com.  A  listing  of    home  appliances  can  be  ordered  online: 
600  code  specifications  will    1  t  .  , 

A  huge  selection  of  faucets  at  competitive  prices,    save  you  repeated  phone  calls/  frigerators,  stoves,  microwave  ovens  and 

from  high-end  brands  like  Grohe  to  fixture  stal-        to  your  local  building  J  uums — all  searchable  in  a  way  that  allows 

warts  I  )elta  and  Price  Pfister.  In  the  event  a  partial-  inspector.  ^^  tQ  taj]or  ^^xx  shopping  by  price,  size  and  br; 


THE  FAUCET  DEPOT 

www.faucetdepot.com 


lar  model  isn't  shown  on  the  Web  site,  Faucet  Depot  will 
play  the  role  of  your  local  plumbing  supplier  and  order  it  for 
you.  The  site  also  offers  a  decent  selection  of  other  bathroom 
fixtures:  claw-foot  bathtubs,  shower  basins,  towel  bars,  even 
garbage  disposals.  Warranties  for  most  models  are  also  avail- 
able, as  are  links  to  manufacturers.  All  faucets  are  shipped  at 
a  u.st  of  $5.99  in  the  U.S. 

►  BEST:  Five-faucet  rating  system  educates  buyers  on  the  qual- 
ity and  features  of  most  products. 

►  WORST:  No  product  search  function  or  online  technical  sup- 
port. 


You  can  also  arrange  for  things  like  appliance 
pair  and  window  installation,  even  delivery  times.  We 
the  site's  advice  on  how  to  map  out  your  own  worksl 
floor  plans,  tool  selections  and  archived  owner's  mam 

►  BEST:  Searches  deliver  prompt  product  and  price 
comparisons. 

►  WORST:  Limited  selection  of  high-end  brands. 


HOMETIME 

www.hometime.com 

This  site,  based  on  the  popular  television  show,  gives  do-it- 
yourselfers  all  the  necessary  information  to  perform  a  wide 
range  of  home  improvement  projects,  from  demolition  to 
the  finishing  touches.  Digital  photography  complements 
lucid  instructions  on  popular  projects  from  bathroom  and 
kitchen  renovations  to  more  complicated  jobs,  like  building 
additions.  A  users'  forum  allows  readers  to  share  tips  and  ask 
questions  from  the  experts.  A  shopping  area  serves  up  a 
quirky  selection  of  safety  m\<\  specialty  hardware  items  and 

[ening  kits. 
►  BEST:  Finally  answers  the  question:  How  does  host 
Dean  manage  all  those  wives? 


TODAY'S  HOMEOWNER 

www.todayshomeowner.com 

A  slick  design  and  speedy  ciick-throughs  make  this  T 
Mirror-run  site  a  pleasure  to  navigate.  There's  the  i 
load  of  information  on  popular  projects  like  kitchen 
bath  renovations.  But  we  found  the  maintenance  poi 
especially  helpful,  particularly  on  outdoor  projects, 
fortunately,  though,  the  advice  on  some  repairs  appear 
be  posted  in  no  particular  order:  Instructions  on  how 
a  leaky  toilet  were  listed  between  tips  on  caulking  ar 
silvering  mirrors.  Calculators  determine  the  amoi 
materials  needed  to  complete  specific  tasks,  from  pair 
tile  to  carpeting  and  wallpaper,  and  even  insulatil 
dozen  active  message  boards  allow  users  to  exchange! 
and  information  on  all  aspects  of  maintaining  a  horj 

►  BEST:  Quick  downloads,  multiple  search  functions 
and  useful  calculators. 

►  WORST:  Haphazard  display  of  search  results. 
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Enabling  the 
Customer-centric  Organization. 
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Screen  Thumbs 

Think  gardening  and  the  Internet  make  strange 
bedfellows?  Not  if  the  bed  in  question  is  planted  with 
rare  hybrid  roses  that  you  found  in  a  few  short  clicks. 
The  bloom  business  is  booming  on  the  Web.  Whether 
you're  looking  for  heirloom  tomatoes  or  deer-resistant 
daffodils,  most  mail-order  nurseries  have  moved  their 
inventories  online,  supplementing  their  catalogs  with 
more  choices,  information  and  links.  Plant  societies  and 
amateur  gardeners  also  offer  informative  sites. 
Contemplating  introducing  bullfrogs  into  your  pond? 
Need  to  revive  an  ailing  indoor  plant?  Ask  online  experts, 
or  visit  a  specialized  chat  room.— Ashlea  Ebeling 


GARDEN.COM 

www.garden.com 

An  impressive  cross-section  of  products, 
advice  and  information.  Shoppers  can  se- 
lect from  more  than  20,000  gardening 
ucts — from  plants,  seeds  and  bulbs  to 
anic  gardening  supplies  to  garden  fur- 
niture. For  something  a  little  more  turn- 
key, try  one  of  its  packaged,  predesigned 
gardens,  which  will  give  you  all  you  need 
for  a  10-by-  12-foot  shaded  plot.  There  is 
information  here  on  everything  from  de- 
veloping a  kitchen  garden  to  attracting 
hummingbirds  to  growing 
sugar  snaps.  Get  personal- 
ized monthly  reminders  on 
planting  and  maintenance. 
Take  tough  questions  to  the 
bustling  chat  rooms  or  to 
the  online  garden  doctor. 
►  BEST:  An  interactive 
planning  tool  lets  you  design 
Dur  own  landscaping. 

WORST:  Plant  stats  and  descriptions  are 
poorly  designed. 
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ABOUT.COM  GARDENING 

http://gardening.about.com 

A  tat  bouquet  of  links  to  more  than  700  gardening  sites,  with 
56  online  garden  catalogs  and  36  online  magazines  alone. 
Weeding  through  them  is  time-consuming  so  start  by  click- 


ing on  any  of  the  44  link  subjects,  ranging  from  master  g; 
deners  to  hydroponics.  Recent  editorial  described  the  b 
plantings  to  attract  assorted  birds,  and  how  to  deter  deer. 

►  BEST:  A  comprehensive  list  of  FAQs. 

►  WORST:  Screen  cluttered  with  About.com  shopping  links. 


BURPEE 

www.burpee.com 

More  than  1,000  varieties  of  seeds  or  starter  seedlings  for  v< 
etables,  flowers  and  herbs.  The  enticingly  illustrated  onli 
selection  is  deeper — and  more  obscure — than  the  compan 
mail-order  catalog.  (Black  Spanish  radishes.,  anybody?)  PI 
there  is  helpful  editorial  on  nutrition  and  great  links  to  : 
sources  like  the  National  Gardening  Association's  Q&A  libra 

►  BEST:  Burpee  Favorites  like  the  Ruby  Queen  sweet  corn. 

►  WORST:  The  Garden  Wizard  feature  doesn't  work. 


JACKSON  &  PERKINS 

www.jackson-perkins.com 

The  English  poet  Robert  Herrick  once  wrote:  "Gather  ye  ro: 
buds  while  ye  may."  The  best  place  to  start  is  at  J&P,  whi 
boasts  more  than  5,000  acres  of  roses.  Try  its  pink-blu 
Diana,  Princess  of  Wales  Hybrid  Tea  Rose  or  voluptuous  i 
Mr.  Lincoln.  Or  buy  bulbs,  shrubs,  trees  or  tools.  We  could 
without  the  95-cent-per-minute  charge  to  call  the  horticult 
advice  line.  Online  queries  are  free,  but  not  as  quick. 

►  BEST:  All  horticultural  products  come  with  a  60-day 
guarantee  for  replacements  or  refunds. 

►  WORST:  Heavy  on  sales,  light  on  education. 


MARTHA  STEWART  LIVING 

www.marthastewart.com 

For  handpicked  gardening  gems  ranging  from  coffee-t< 
books  to  magnolia  trees,  courtesy  of  ever- tasteful  Martha,  < 
here  and  select  the  Gardening  channel.  Useful  how-to  ad\ 
such  as  drilling  a  hole  in  a  ceramic  pot  without  shatterin 
Thinking  of  buying  rubber  clogs?  Martha  pitches  ther 
streaming  video.  We  especially  liked  the  illustrated  encyck 
dia  of  plants  and  the  selection  of  rosebushes. 

►  BEST:  High-quality  products  on  a  well-designed  site. 

►  WORST:  The  incessant  hawking  of  things  Martha. 


SMITH  &  HAWKEN 

www.smithandhawken.com 
Luxe  gardening  goods.  Choose  from  furniture,  clot! 
tools  and,  of  course,  plants  and  seeds.  Appealing  items  r 
from  a  $49  teak  doormat  to  a  $1,395  double  patio  chais 
promote  togetherness).  It's  easy  to  shop,  but  a  chore  tl 
specific  gardening  advice.  Searching  "hibiscus"  brings  [ 
starter  plant  and  two  suitable  pots,  but  no  info.  But  ij 
click  on  Resources,  then  Garden  Guru,  then  Previous  J 
cles,  a  handy  Q&A  explains  about  potted  hibiscus  care. 

►  BEST:  A  place  to  splurge  on  your  garden. 

►  WORST:  Customer  service  not  available  on  weekends. 
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ou  get  a  different  perspective  from  up  here,  feel  invigorated,  revitalized  and  re-generated.  You  will  accom- 

high    in   the   Southern    Rockies    of  Colorado.  plish  much  more  at  your  meetings. 


_         You're  in  the  midst  of  250  magnificent 
liles  known  as  Forbes  Trinchera  -  the  perfect 
from  the  stresses  of  the  corporate  world. 


And  after  work,  there's  play.   More  than  forty 

miles  of  trout  filled  streams.    Miles  of  trails  to  hike 

on  and  discover.  Skeet  shooting.  Horseback  riding.  And 


Your  accommodations,  which  include  an  experienced  you're  not  that  far  from  a  challenging  golf  course.  Let  our  alti 


nal  staff  of  fifty,  fit  perfectly  into  the  natural  set 
is  property. 

Here,  you're  surrounded  by  majestic  beauty. 

ks  scrape  the  blue  Colorado  sky  -  the  highest 

4.345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 


tude  give  your  next  meeting  a  fresher  attitude.  If  you'd 


like  a  closer  look,  call  01-719-379-3263,  or  email  us 


at  tryland@forbes.com 


FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retreat 
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The  Body  Electronic 

Swimsuit  season  is  here  and  you're  still  sitting  behind  that  computer  screen  two-fisting  tortilla  chips?  Drop  the  chip: 
and  log  on.  If  you  can't  afford  a  personal  trainer,  try  one  of  the  virtual  versions  online.  E-dietitians  and  trainers  can  se' 
you  up  with  personalized  fitness  schedules,  diets  and  motivational  e-mails.  Or  arrange  for  messages  to  pop  up  on  youi 
monitor  from  time  to  time,  barking  "just  move!"  You'll  have  plenty  of  company.  According  to  Cyber  Dialogue,  an  Interne* 
research  firm,  more  than  II  million  Internet  users  surfed  for  diet  and  nutrition  information  in  the  first  quarter  of  200C 
alone.  Web  fitness  sites  can  help,  but  there  is  still  no  substitute  for  exercise  and  willpower.  — Adrienne  Sanders 


All  your  fitness,  sports,  nutnt 

I  i   (weight    information    in    on< 

^^  J  Offers  advice  and  encouragem 

U^    I  handful  of  popular  sports,  fro 


tf* 


FITNESS 


ASIMBA 

www.asimba.com 

All  your  fitness,  sports,  nutrition  and 

le   place, 
encouragement  on  a 
from  walk- 
er Cng  to  bicycling  to  swimming,  along 
\  »  with  tips  on  fitness  and  training.  On- 
site  fitness  trainers  and  diet  coaches  will 
customize  programs  for  you  and  help 
keep  you  on  track  with  daily  e-mail  re- 
minders. Use  the  online  calculators  to 
set  your  benchmarks,  and  the  health 
and  fitness  log  to  chart  your  progress. 
Life  seem  like  one  long  deadline?  Try 
the  at-your-desk  stress-busters.  On  the 
road?  You  can  even  download  your 
training   programs    into 
>  your  PalmPilot. 

►  BEST:  Lots  of  help  for 
folks  who  are  just  getting 
started  on  a  fitness  regime. 

►  WORST:  Rah-rah  success 
stories  begin  to  sound  like 
saccharine  infomercials. 


sc~ 


^^      —  .* ".".  __-  _ 


CDSHEALTH  WATCH 

www.cbshealthwatch.com 

The  consumer  arm  ofMedscape.com,  this  portal  has  40  chan- 
nels, from  sports  medicine  to  fitness  to  addictions.  The  inter- 
active 1  lealtb  Manager  allows  you  to  create  and  monitor  your 
personal  health  calendar,  log  your  meals,  set  an  exercise  plan 
and  monitor  your  weight  and  medications.  Also  links  to  Med- 
line, the  National  Library  of  Medicine's  search  service. 
*  BEST:  Customize  the  homepage  to  your  specific  health  condition. 
►  WORST:  Some  links  only  loop  you  back  to  the  homepage. 


EDIETS 

www.ediets.com 

Squeezing  into  last  year's  shorts?  Physicians  and  registered 


dietitians  tailor  a  diet  plan  to  your  lifestyle  and  food  prefi 
ences  (a  vegetarian  who  likes  to  dine  out,  for  example).  Charj 
start  at  $10  a  month.  Free  features  include:  customized  hea 
news  and  the  animated  fitness  instructor,  which  illustral 
proper  exercising.  Tempted  to  indulge?  Try  the  chats  with  t 
Ediet  experts,  or  log  onto  the  24-hour  help  desk. 
►  BEST:  Print  out  weekly  updated  grocery  lists  for  your  diet. 
►WORST:  The  fees. 


EFIT 

www.efit.com 

A  comprehensive  fitness,  weight  management  and  hea 
news  site  for  all  ages.  Daily  feature  articles  cover  top 
from  preventing  cancer  to  cooking  low-fat,  flavorful  me< 
MorphOver  is  a  fun  applet  that  lets  you  shave  those  lc 
handles  off  your  digital  image.  Ever  sleep  through  yc 
morning  workout?  Efit  offers  wake-up  calls. 

►  BEST:  Plug  in  a  zip  code  and  find  a  healthful  restaurant. 

►  WORST:  Editorial  on  the  lighter  side. 


FITNESS  ONLINE 

www.fitnessonline.com 

Fitness  Online  comes  from  the  publishers  of  Men's  Fitness 
Pregnancy,  Muscle  &  Fitness  and  other  magazines.  Draw 
from  this  content,  the  site  offers  features  like  Allergy  A 
dotes  for  Kids,  The  Truth  about  Coffee  and  The  Fattest  Ci 
in  America  (sorry,  Philly).  Other  sections  include  exercise, 
trition,  adventure  and  a  buyer's  guide. 
►  BEST:  Articles  debunk  fitness  crazes  like  Tae-Bo. 
►WORST:  Personalized  fitness  program  not  running  yet. 


GYMAMERICA 

www.gymamerica.com 
Develop  a  personalized  regimen  with  the  help  of  this  .1 
sports  doctors,  strength  coaches  and  endurance  trainers 
e-mail  reminders  of  your  next  workout,  weight-loss  pro;j 
and  strength  quotient.  A  Superstars  channel  features  spj 
people  like  U.S.  soccer  champ  Tisha  Venturini,  who  expj 
how  to  perform  "a  perfect  header."  Coming  soon:  diet. 
►  BEST:  Customizable  home  page  keeps  you  on  target. 
►WORST:  Daffy  articles  on  sports  fashion  etiquette:  Is  it 
appropriate  to  wear  a  sports  bra  off  the  field? 
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businessCreditVSK.com 

HAS  ARRIVED  AND  OFFERS: 


■■■On  12  million  U.S.  and  Canadian  Businesses 
Why  pay  exorbitant  prices  to  bandits  when  you  can  have  it  for  FREE?  Our  credit 
reports  contain  detailed  information  on  just  about  every  business.  Valuable  information 
such  as:  Company  Name,  Address,  Phone,  Fax,  Contact  Name/Title/Gender, Employee 
Size,  Estimated  Sales  Volume,  SIC  Code,  Number  of  Years  in  Business,  Web  Site  & 
E-Mail  Address,  Public  Filings,  (Liens,  Judgements,  Bankruptcies),  and  even  News 
Headlines.  Plus,  coming  soon-we  will  have  an  actual  picture  of  the  business  right  on 
your  credit  report! 

FREE  CREDIT  APPLICATIONS— Are  you  tired  of  filling  out  hundreds 

of  credit  applications?  Now  fill  out  your  credit  applications  FREE  on  the  Internet  and 
ask  your  vendors  to  download  it!  You  can  change  your  credit  application  whenever 
necessary  at  no  charge! 


•  LOW  COST  "WATCHDOG™  SERVICE". ..You  can  get  updates  on 
any  business  such  as  new  address,  phone  number.ownership  change,  management 
change,  employee  size  change,  credit  rating,  and  even  public  filings  such  as  lawsuits, 
liens  and  judgements  for  only  $6  per  year  per  business. 


•  LOW  COST  BUSINESS  CREDIT  DIRECTORY... For  any 

state  or  even  the  entire  U.S.  They  all  include  CD-ROM/DVD  at  no  extra  charge! 

•  LOW  COST  SALES  LEADS  &  MAILING  LISTS... Increase 

your  sales  with  laser  sharp  pinpoint  accuracy!  Don't  work  hard... work  smart  and  get 
rich!  We  have  over  3  million  customers  who  buy  their  sales  leads  from  us. 

businessCreditUSA.com  is  revolutionizing  the  information  industry.  The  days  of 
exorbitant  fees  charged  by  business  credit  report  providers  are  over.  We  are  rewriting 
the  rule  book  on  business  credit  reports.  Visit  today  and  join  the  revolution. 

Call  Arvind  Jain  at:  (888)  274-5325  or 
E-mail:  arvind.jain@businesscreditUSA.com 


businessCreditVSK.com 


an  infoUSA  Company 


NASDAQ  Symbol:  IUSA 


378  Vintage  Park  Drive  •  Foster  City,  CA  94401 
Phone:  (650)  389-0700  •  Fax:  (650)  389-0707 


17-FBS 


Now  a 
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Introducing  Awards.com  -  the  fastest,  eas.est.  most  inspiring  way  to  put  the  tools  of  leader- 
hp  in  your  hands.  Online  and  off.  Awards.com  has  the  largest  se.ect.on  of  troprues,  plaques 
and    ward*,  Plus  a  unique  TrophyBu.lder    that  lets  you  create  and  personal,*  the  per  e 
aid  wh-leyou  watch.  Awards.com  also  features  a  full-range  of  p— . pro  uct ,  a 
well  as  motivational  tools  and  adv.ce.  And  most  orders  are  sh.pped  in  3  days  or  less.  Log 
to  www.awards.com.  or  call  1  -800-5- AWARDS.  Co  ahead,  release  your  mner  leader. 


awards.co 
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(wing  Time 


you  thought  tennis  and  golf  were  outdoor  sports?  Not  anymore— at  least  not  entirely.  Want  to  work  on  that  nasty  slice 
'our  swing?  Perfect  your  overhead  smash?  Online  instruction  by  pros  offers  a  free  alternative  to  expensive  clinics  and 
f-help  videos.  You  can  even  book  tee  and  court  times  online.  No  more  busy  signals  or  waiting  on  hold  listening  to 
zak.  Need  a  quick  directory  of  all  the  golf  courses  in  the  Atlanta  area?  The  Web's  got  those,  too,  not  to  mention  com- 
hensive  news  on  the  tennis  and  golf  business  and  all  the  latest  scores  from  the  pro  tours.  Shopping  for  gear  is  easier, 
,  with  online  buyer's  guides,  free  equipment  demos  and  a  seemingly  unlimited  selection.  So  before  you  tee  off— or 
ve  'em  up— log  on.  —Benjamin  Berentson 


TENNISONE 

www.tennisone.com 

A  great  place  to  improve  your  game.  Its 
excellent  instructional  library  serves  up 
^articles  on  every  aspect  of  tennis,  from 
wrategy  to  strokes  to  fitness  (hint:  build 
up  that  torso).  It  does  all  this  with  plenty 
of  diagrams  and  slow-motion  video.  Want 
to  see  video  of  Don  Budge's  famous  back- 
hand? TennisOne  provides  expert  analysis 
on  strokes  and  strategies  of  many  past  and 
present  greats.  In  addition,  it  tosses  in 
plenty  of  equipment  reviews,  Ask-the-Pro 
features,  grip  information  and  the  like. 
The  site  could  do  more  for  the  pro  tennis 
fan,  though;  coverage  of  the  pro  tours  is 
pretty  bare  bones  compared  to  that  of 
other  tennis  sites  that  currently  exist  on 
the  Web. 

►  BEST:  The  ProStrokes  Gallery  studies 
the  moves  of  different  pro  players;  there  are 
more  than  40  clips  of  Anna  Kournikova's 
various  strokes  alone,  shot  from  every 
conceivable  angle. 

►WORST:  Bare-boned  coverage  of  the 
pro  tours  compared  with  other  tennis  sites. 


BOOK4GOLF.COM 

www.book4golf.com 

Book  your  tee  time  even  after  the  pro  shop  closes. 
Book4golf.com  is  a  new  site  that  combines  travel  help  with  an 
efficient  online  tee-time  booking  service.  You  can  even  get 
course-specific  weather  forecasts.  It's  already  signed  up  800 
courses,  although  only  90  are  currently  available  for  booking. 
The  travel  section  features  vacations  in  popular  golf  hot  spots 
in  Arizona,  Nevada,  California  and  Mexico.  If  you're  searching 
for  new  and  more  challenging  links,  view  course  information 
from  a  database  of  more  than  17,000  North  American  courses. 
►  BEST:  The  booking  feature  boasts  a  clean  interface,  real-time 
confirmations  and,  most  importantly,  tons  of  participating  courses. 
►WORST:  Tiny  type  and  poor  course  descriptions. 


CHIPSHOT.COM 

www.chipshot.com 

One  of  the  largest  Web-based  golf  retailers.  Chipshot  makes 
it  a  breeze  to  browse  through  pages  of  clubs,  balls,  shoes,  ap- 
parel, accessories — even  golf  carts.  You'll  find  almost  all  the 
major  club  brands,  from  Callaway  to  Ping,  plus  a  number  of 
smaller  specialty  brands,  along  with  helpful  illustrated  de- 
scriptions of  each  product.  Order  custom  clubs  or,  for  more 
advanced  players,  build  your  own. 
►  BEST:  Looking  for  a  stocking  stuffer  for  an  intermediate 
golfer?  The  Gift  Center  offers  gift  ideas  based  on  skill  level. 
►WORST:  The  site  positions  its  own  line  of  clubs  front  and 
center,  obscuring  some  of  the  other  club  lines. 


GOLFONLINE 

www.golfonline.com 

The  wonderfully  comprehensive  site  of  Golf  magazine.  Get 
multimedia  tips  from  pros  on  improving  your  game,  search 
the  pro  shop  to  keep  your  equipment  current,  then  book  a 
golf  getaway  through  the  travel  section.  There's  coverage  of 
all  the  major  and  minor  tours,  with  complete  news,  stats  and 
schedules.  Join  the  online  players  community  for  an  impres- 
sive variety  of  benefits.  A  section  for  seniors  with  content  by 
Senior  Golfer  magazine  is  also  first-rate.  A  new  feature  offers 
nearly  20,000  course  listings  with  a  user-rating  system. 
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HIDALGO 

Hidalgo's  mix  &  match,  stackable  ring 

&  bracelet  collection  in  diamonds.  18k  yellow 

or  white  gold,  platinum  &  enamel. 

Individual  rings  priced  from  $180. 

ARMEL  JEWELERS  •  Sarasota.  FL  •  941  -388-371 1 

ASANTI  •  San  Marino.  CA  •  626-403-0033 

BORSHEIM'S  •  Omaha.  NE  •  402-391-0400 

DAVID  0RGELL  •  Beverly  Hills.  CA  •  310-273-6660 

GREENLEAF  &  CROSBY  •  Palm  Beach,  FL  •  561-655-5850 

JULES  SCHUBOT  •  Troy.  Ml  •  248-649-1122 

LONG'S  JEWELERS  •  Burlington.  MA  •  781-272-5400 

NORDSTROM  •  Selected  Stores 

MICHAEL  EIGEN  •  New  York.  NY  •  212-996-0281 


www  hidalgoiewelry.ee 

©Hidalgo  1999 
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►  BEST:  Illustrated  tips 
from  the  Golden  Bear  him- 
self, Jack  Nicklaus,  and 
excellent  course  profiles 
courtesy  of 
GolfCourse.com. 

WORST:  There's  so 
much  here  that  finding 
your  way  around  can  be 
confusing. 


GOLF 

ONLINE  .  COM 


M+NTANA  GOLF  1*4 


COURSES/TRAVEL 


PLAY  THROUGH 


This  month's  featured  hole 


GOLFSERV 

www.golfserv.com 

Recently   acquired   by 
Chipshot.com,  GolfServ 
offers  a  wealth  of  fea- 
tures for  golfers  of  all 
skill  levels.  Course  pro- 
files  stand   out,   with 
member  survey  infor- 
mation and  a  complete 
scorecard.  You  can  also  book  tee  times 
online.  A  well-illustrated  instructional 
library,  including  a  fitness  section  and 
content  on  proper  golf  etiquette,  con- 
tains more  than  250  articles.  Fun  extra: 
GolfServ  can  search  various  auc- 
tion sites  for  current  golf  lots. 

►  BEST:  Enter  your  scorecard 
and  GameTrack  calculates  your 
handicap  and  statistically  breaks 
down  your  game  based  on 
detailed  categories.  You  can  also 
upload  scoring  from  Palm  devices. 

►  WORST:  Limited  selection  of  courses 
at  which  to  book  tee  times. 
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Next  time  you  duff  it,  just  blame  the  awesome  view  from 
the  fairway. 


►  WORST:  Message  boards,  news  andl 
other  nonvideo  features  are  thin. 


Help  is  available  at 

www.tenniselbow.net, 

reviewed  at 

forbesbesf.com. 


GOLFSPAN.COM 

www.golfspan.com 

Improve  your  handicap  the  video  way. 
This  great  resource  offers  video  in- 
struction for  all  levels  from  12  golf- 
school  instructors,  two  sports  psychol- 
ogists and  a  health  and  fitness  expert. 
Each  instructor  outlines  his  or  her 
teaching  philosophy,  making  it  easier  to 
assess  which  you  want  to  try.  In  all, 
there  are  more  than  100  video  clips  (re- 
quiring a  download  of  Microsoft's  free 
Media  Player).  The  site  also  sells  a 
number  of  instructional  books  and 
hill-length  videos. 

►  BEST:  Hours  of  excellent  free  instruc- 
tion that  might  otherwise  be  costly. 


PGA.COM 

www.pga.com 

Being  the  official  site  of  1 
web  tip  Professional  Golfers'  As: 

Elbow  throbbing?         ciation  has  its  advantaj 
In  addition  to  the  us 
industry  news,  live  sco 
and  tour  schedules,  yo 
find  features  not  availa 
elsewhere:  finding  a  local  j 
getting  the  scoop  on  PGA  progra 
and  even  getting  a  job  in  the  golf  i 
dustry.  Articles  on  the  newest  equl 
ment  and  golf  trip  booking  servl 
will    interest    the    more    seril 
golfer. You  can  also  order  tickets  4 
PGA  tournaments.  A  financial  pi 
keeps  track  of  all  listed  golf-rel;# 
stocks  and  computes  a  Golf  Inde:  I 

►  BEST:  Multimedia  instructional  ad>» 
including  PGA  Lesson  Tee  with  advice 
from  PGA  Pros,  and  PGA  Lesson  Book 
with  tips  on  fundamentals. 

►  WORST:  Surprisingly  little  inform;* 
about  current  PGA  Tour  players.  Thert 
aren't  even  any  player  profiles. 
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TENNIS.COM 

www.tennis.com 

Get  your  tennis  fix  here.  This  E I 


iated  site  of  Tennis  magazine  keeps 
on  top  of  all  the  pro  tournaments 
i  news,  previews  and  player  fea- 
:s.  There  are  also  full  sections  on 
ess,  instruction  and  travel.  Want 
aise  your  game  to  the  next  level? 
andy  guide  to  the  top  25  tennis 
ips,  sorted  by  region,  goes  beyond 
Nick  Bollettieris  and  Harry  Hop- 
is  of  the  world  to  find  the  right 
gram  for  you.  Looking  for  a  local 
le?  The  Catch-a-Match  feature  will 
k  down  players  of  a  similar  skill 
1  in  your  area,  although  the  player 
ibase  is  minuscule  at  present. 
iST:  Tennis'  famous  Gear  Guide— 
illent  equipment  reviews  and  ratings. 
OUST:  Tennis  subscribers  may  find 
h  of  the  site's  content  redundant. 


NNIS  WAREHOUSE 

Uenniswarehouse.com 

■ything  from  racquets  to  apparel  at 
prices.  Top-notch  product  reviews 
ure  detailed  analysis,  quotes  from 
'  testers  and  tons  of  photos  and 
s.  Glossaries,  buyer  guides  and  gift 
s  galore  round  out  the  site.  Though 
till  buggy,  the  demo  feature  is  a  great 
.:  try  out  up  to  four  demo  racquets 
i  week  for  only  the  cost  of  shipping. 
iST:  Excellent  message  boards, 
plenty  of  informed  chatter  about 
oment— and  a  wealth  of  classified  ads. 
OUST:  Home  page  can  use  a  face-lift. 


EGOLFER.COM 

i  .thegolfer.com 

inerly  this  site  was  known  as  Se- 
;  TeeTimes.com,  and  is  an  excellent 

!se  guide  and  tee-times  booker, 
rse  profiles  are  first-rate,  with  a 
lfu.1  description,  scorecard,  attrib- 
i  and  driving  directions.  Search  for 
aimes  by  area  or  specific  course. 
^ 3olfer.com  can  arrange  for  tee 
i ;  at  more  than  1 1,000  courses,  the 
r  st  range  available  on  the  Web. 
1ST:  Request  e-mail,  fax  or  pager 
M  when  a  specific  tee  time  becomes 
able. 

*  >RST:  Golf  travel  packages  are  a 
6- feature  but  at  present  the  site  only 
N  nine  options. 


"Hi  Melissa. 
What's  new 
at  the  office?" 


"See  for  yourself. .. " 

...with  In  ETC  AM 


Inetcam:  the  only  all-in-one  solution  to  broadcasting 
live  video  over  the  Internet.  View  up  to  four  (4)  real  time 
video  streams  simultaneously  from  virtually  any  Internet 
connection  anywhere.  Transmitting  is  easy,  and  the  viewer 
needs  only  your  Internet  address  to  find  you:  no  downloads, 
no  plug-ins,  nothing  else  is  required  to  view.  Even  you  can  do 
it!  Now  watch  the  kids,  the  pooch,  the  office. ..and  go  live 
from  anywhere!  (and  a  lot  cheaper  than  you  might  think,  too!) 

Visit  your  favorite  technology  retailer  or  see  us  at 
www.inetcam.com. 


Inetcam 


Live. .  .from  Anywhere 


The  Good  Life 


pets} 


K-9  Clicks 

American  households  spend  an  estimated  $25  billion 
a  year  on  their  furry  friends.  Pet  sites  abound.  We 
found  at  least  30  sites  related  to  pets,  a  dozen  of 
which  were  e-tailers.  The  competition  is  heavy,  so 
there  are  plenty  of  bargains.  Beyond  shopping,  there 
are  other  helpful  resources  for  pet  owners  or  would- 
be  pet  owners,  from  veterinarian  advice  to  adoption  to 
breeding.  — Luisa  Kroll 


POCOPET 

www.pogopet.com 

Two  paws  up.  This  handsome,  easy-to- 
navigate  site  is  an  interactive  pet-owners' 
paradise.  Personalize  PogoPet  to  display 
6r*  fphotos,  track  vaccinations  and  prescrip- 
^  \  W>ns  and  meet  other  pets  in  your  com- 
munity. Use  the  graphic  symptom-finder 
to  help  you  identify  animal  illnesses. 
Consult  the  onsite  vet  on  health  and 
behavior  questions.  And  find  the  perfect 
furry  mate  using  PogoPet's  detailed 
lifestyle  quiz  and  breed  index  (no,  they 
don't  need  to  look  like  you).  Extensive 
training  and  "petiquette"  sections  help 
you  raise  a  four-legged  model  citizen. 
Dogs  and  cats  only. 

►  BEST:  Highly  personalized, 
interactive  tools. 

►  WORST:  Vet  listings  are  hard  to  find;  no 
other  pet  services  available  yet. 


AMERICAN  KENNEL  CLUB 

www.akc.org 

This  elegant  site  s  the  place  to  go  if  you're  a  breeder  or  you 
want  to  buy  a  pure-bred  dog.  Thorough  information  on  147 
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dog  breeds  plus  contact  details  for  breeders  and  natior 
clubs.  There  are  also  breed-specific  rescue  networks  tr 
often  offer  adoptions.  Also:  listings  of  upcoming  dog  evei 
and  information  about  past  winners. 
►  BEST:  Plenty  of  pure-bred  info,  easily  navigated. 
WORST:  Nice  design  but  slow,  slow,  slow. 


HEALTHY  PET 

www.healthypet.com 

The  American  Animal  Hospital  Association's  Web  site  is  u 
paralleled  for  pet  health  information.  Discover  how  to  a 
for  your  pet  bird  and  choose  a  vet.  An  extensive,  easy-to-i 
Pet  Care  Library  has  quick  answers  to  questions  divided  in 
seven  areas:  behavior,  common  health  problems,  huma 
animal  bond,  nutrition,  pet  care  tips,  preventative  care  ai 
other  resources.  Also  useful:  A  directory  of  accredited  vete: 
nary  hospitals  with  telephone  numbers. 
►  BEST:  Range  of  topics  covered  by  library. 
►WORST:  Other  sites  have  more  detail  on  particular  subjects 


PETFINDER 

www.petfinder.org 

Click  here  to  adopt.  This  online  shelter  network  features  hu 
dreds  of  homeless  cats,  dogs,  rabbits,  iguanas — even  hors 
Search  by  shelter,  breed,  sex  or  age.  A  key  marks  animals  w 
special  needs  or  those  that  don't  mix  well  with  children 
other  pets.  There  are  photos  and  descriptions  of  the  anim; 

►  BEST:  Listings  of  adoptable  animals  are  continually  update 
►WORST:  Mostly  mutts.  Searching  by  breed  is  laughable. 



PETS.COM 

www.pets.com 

Thirty-percent  owned  by  Amazon.com,  the  site  is  easy 
browse  and  use,  with  larger  pictures  of  products  than  ccj 
petitors.  Shopping  channel  offers  helpful  bits,  like  the  dif 
ence  between  natural  and  rawhide  bones.  There  are  inter  - 
ing  articles  written  by  experts  on  topics  like  pet  inheritar 

►  BEST:  Need  to  know  who'll  get  Fluffy  after  the  divorce?  Ch 
out  the  helpful  legal  advice  for  pet  owners. 
►WORST:  Items  are  not  always  in  stock. 


PETSWELCOME.COM 

www.petswelcome.com 
Can't  bear  to  send  Fifi  to  the  kennel  while  you're  a\j 
Petswelcome.com  claims  more  than  25,000  listings  of 
friendly  travel  accommodations.  Search  by  city  or  sta' 
you  favor  luxe  hotels,  you'll  discover  that  New  York  CI 
Plaza  Hotel  and  Chicago's  Ritz-Carlton  welcome  pets.  II 
owners  growl  about  bad  service,  Petswelcome.com  delistl 
offending  place.  An  air-travel  section  offers  info  on 
prices  and  regulations.  Added  treat:  listings  for  emer 
vets,  sitters  and  kennels. 

►  BEST:  Easy  to  use. 

►  WORST:  Limited  primarily  to  the  U.S.,  Canada  and  Frail 
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Look  it  up  |  INVESTIGATORS  TOOLS 

Detectives  Online 

Thanks  to  the  Internet,  even  shut-ins  can  become  do-it- 
yourself  gumshoes.  Want  to  find  out  if  the  family  pediatri- 
cian has  any  disciplinary  actions  against  him,  or  find  a 
roofer  who  skipped  town  in  the  middle  of  a  job?  Data  that 
once  had  to  be  painstakingly  ferreted  out  by  law  librari- 
ans, private  investigators  and  others  is  now  accessible 
online— eliminating  the  need  for  time-consuming  trips  to 
libraries,  courthouses  and  government  offices. 

The  sites  below  can  help  you  in  your  digging.  Of 
course,  the  flipside  is  that  scam  artists  and  snoops  can 
easily  obtain  private  information  on  you.  Many  of  these 
sites  charge  fees  but  the  information  is  far  more  detailed 
than  what's  available  for  free.  —Graham  Button 


CHOICEPOINT 

www.choicepointinc.com 

Spun  off  from  credit  behemoth  Equifax  in  1997,  ChoicePo 
operates  a  number  of  sites  that  provide  professionals  with  \ 
cess  to  its  deep  informational  databases.  Government  age 
cies  often  use  the  service  to  track  fugitives  and  search  j 
deadbeat  dads.  Companies  of  all  sizes  can  use  it  to  screen  p 
tential  employees.  Insurers  tap  ChoicePoint  for  claims-fra 
protection,  among  other  things.  In  addition,  the  site  provu 
services — primarily  witness  location,  document  retrieval  a 
public  records  searches — to  95%  of  the  nation's  top  1 
firms.  A  search  using  Discovery  Plus,  a  multiple  datab; 
scanning  service,  costs  $17. 

BEST:  Impressive  array  of  services. 
►  WORST:  Services  are  off-limits  to  the  general  public. 


DIALOG 

www.dialog.com 

Dialog  is  a  resource  for  published  literature,  including  nev 
papers,  magazines,  newsletters,  professional  journals  and  m 
ket  research  reports.  You  can  use  DialogSelect's  business  p< 
tal  to  get  demographic  data,  investment  research,  regulate 
information  and  even  scour  patent,  trademark  and  copyri^ 
databases.  Point-and-click  search  forms  allow  users  to  zero 
on  specific  sources  and  documents.  Nonsubscribers  c 
search  DialogSelect  for  free  and  obtain  specific  documents 
a  fee  typically  ranging  from  20  cents  to  $20. 

►  BEST:  Fantastic  resource  to  answer  a  quick  question  or 
conduct  an  exhaustive  survey  on  a  given  topic. 

►  WORST:  Slow-loading  pages. 


FRAUD  DEFENSE  NETWORK 

www.frauddefense.com 

The  Fraud  Defense  Network  grew  out  of  an  Internet 
letin  board  and  database  designed  to  allow  insurance  fr 
investigators  to  share  information.  While  full  access  to 
site's  resources  is  limited  to  fee-paying  members,  ama 
sleuths  can  tap  the  site's  Internet  Investigation  ToolBo) 
free  to  verify  the  state  and  date  of  issue  of  Social  Sect 
numbers  and  find  out  who  owns  which  Internet  dor 
addresses.  For  $5  per  query  you  can  determine  wheti 
certain  mailing  address  might  be  a  mail  drop  used  by  sc 
one  eager  to  avoid  being  traced.  But  the  minimum  fej 
this  service  is  $25. 

►  BEST:  Finding  information  is  simple. 

►  WORST:  To  get  full  benefit  of  this  service,  you  have  to  bfi 
member,  which  can  cost  more  than  $6,000  per  year. 


INFOUSA 

www.infousa.com 

InfoUSA's  resources  include  an  in-depth  database  coverij 
million  businesses.  It  contains  information  culled 
number  of  sources  including  postal  records,  new  bud 
registrations,  yellow  page  and  business  white  page  direq 
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.^^         DOCUSEARCH                                                      searches  are  free,  others  range  from  $14  to  $249. 

^V       www.docusearch.com                                                     In  most  cases,  you  don't  have  to  pay  unless  the 

I          111  Web  detective  agency  Docusearch,  staffed  by  li-      search  provides  results.  If  you're  a  new  client,  Do- 

Mff  /  censed  private  investigators,  offers  a  rich  and     cusearch  contacts  you  by  telephone  to  verify  who 

1  well-organized  trove  of  services.  Search  offerings     you  are.  For  certain  searches,  mostly  involving 

jm^t(\\VTe  broken  down  into  nine  categories  covering     sensitive  financial  information,  you  must  submit 

^CyV  *  mings  like  drivers  and  vehicles,  property,  tele-      documentation  explaining  the  purpose  of  your 

phone  and  civil  and  crim-                                                                      search. 

inal  court  records.  Within 

'~HtiiiimmBHiii 

►  BEST:  Tons  of  free  resources, 
including  links  to  state  agencies 
providing  records  on  sex  offend- 
ers, deadbeat  dads  and  property 
ownership. 

►WORST:  The  site  panders  to 
voyeurs  and  paranoid  people. 

each  category  are  menus 
allowing  you  to  telescope 
your  search.  Under  tele- 
phone, for  instance,  you 
can  trace  the  owners  of  an 
unlisted  number.  Some 

•Bwjum  whjt  you  IMI  lOMJW, 
caihurtyML.- 
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government  and  municipal  agencies.  Business  profiles 
:  $5  and  include  a  credit  rating  code.  Free  offerings  in- 
le  write-ups  for  small  businesses,  people  and  business 
cups  and  reverse  telephone  number  lookups. 
EST:  Deep  business  database. 
ORST:  Sources  of  its  data  are  not  clearly  disclosed. 


IOWX 

iJtnowx.com 

;rvice  of  DBT  Online,  which  owns  the  most  extensive  com- 
tion  of  public  records  data,  KnowX  allows  the  general 
•lie  to  conduct  searches  and  generate  reports  on  a 
-as-you-go  basis.  You  can  do  background  checks 
individuals;  check  for  death,  marriage  and  di- 
re records;  and  obtain  information  pertaining 
hings  like  real  estate  ownership  and  bank- 
tcies.  Some  searches  are  free;  others  cost  up  to 
<0.  Most  reports  run  from  $3.95  to  $15. 
EST:  Powerful  search  capabilities. 
ORST:  No  forum  for  users  to  share  insights. 


WEB  TIP 

Want  to  find  out  who 

lives  at  such-and-such  an 

address?  Use  the  reverse 

phone  search  at  www.info- 

space.com.  Type  in  just  the 

street  name  and  you'll  get  the 

phone  numbers  of  every 

one  on  the  block. 


SEARCHPOINTE 

www.searchpointe.com 

Did  you  know  that  approximately  1  in  30  doctors  has  a 
disciplinary  action  against  his  or  her  license?  Or  that 
mistakes  by  medical  professionals  represent  the  eighth 
leading  cause  of  death  in  the  U.S.?  These  unsettling  tid- 
bits come  courtesy  of  SearchPointe,  which  provides  access 
to  information  compiled  from  professional,  federal  and 
private  agencies,  as  well  as  the  medical  boards  from  all  50 
states.  The  database,  available  to  anyone,  contains  infor- 
mation on  more  than  650,000  licensed  doctors  and  60,000 
chiropractors.  Information  on  sanctions  and  disci- 
plinary actions  run  $9.95  per  practitioner.  For  an 
additional  $3  you  can  receive  an  e-mail  if  there 
is  a  change  in  a  practitioner's  status.  Coming 
\  soon:  the  dirt  on  dentists,  lawyers  and 
I  accountants. 
►  BEST:  Good,  heads-up  information  on  doctors. 
•WORST:  Needs  editorial  content  to  add 
context. 


|XIS-NEXIS 

i  .lexis-nexis.com 

is-Nexis  is  a  leading  information-retrieval  service.  You  can 
iss  its  databases  for  a  variety  of  information,  including 
;  spapers,  magazines,  legal  data  and  public  records.  You 
I  t  have  to  subscribe.  Instead,  you  can  tap  some  of  these  re- 
'i  ces  on  a  pay-as-you-go  basis.  Example:  Judicial  decisions 
i  other  legal  documents  cost  $9  each;  researching  a  case  ci- 
l  n  costs  $4.  You  can  search  leading  newspapers  for  $24  a 
i  ir  pay  $69  a  day  and  get  access  to  both  the  newspapers 
i  business  sources  plus  a  financial  database,  which  includes 
•I  :>any  annual  reports  and  other  documents. 
•iST:  Pay-as-you-go  access  to  massive  archival  databases. 
*  )RST:  Entering  your  credit  card  number  is  a  must.  You 
t\  even  read  a  list  of  sources  in  the  database  without  doing  so. 


US  SEARCH.COM 

www.l800ussearch.com 

US  Search  provides  access  to  public  records  information,  in- 
cluding criminal  and  court  records,  business  licenses  and 
operating  permits,  property  ownership  and  other  data. 
Searches  range  from  $8  to  $500.  US  Search  is  one  of  the 
most  popular  of  the  investigative  tools  on  the  Web,  but  it 
has  some  shortcomings.  There  are  no  free  searches  and  you 
have  to  pay  even  if  the  search  produces  no  results.  By  con- 
trast, KnowX  offers  a  variety  of  free  searches  and  only 
charges  nominally  for  others. 

►  BEST:  Good  customer  service  and  telephone-support 
capability. 

►WORST:  Lacks  flexibility  and  freebies.  The  site  also  refuses 
to  disclose  who  its  data  suppliers  are. 
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Look  it  up  I  SEARCH  ENGINES 


Smart  Spiders 

Are  your  search  engine  results  more  confusing  than  your 
query?  While  most  of  the  Web's  search  engines  still  bring 
back  a  lot  of  nonsense,  a  few  have  smarter  spiders- 
software  that  combs  the  Web  and  brings  back  relevant 
results.  In  some  cases,  the  spider  will  bring  back  just  one 
result  and  hope  it's  what  you  want.  In  other  cases,  you 
can  narrow  your  search  to  get  better  results.  Some  even 
let  you  create  your  own  search  engine  to  scour  the  Web 
according  to  your  preferences.  —Lisa  Malcolm 


^ 


HOTBOT 

www.hotbot.com 

search  engine  is  brightly  designed, 
to  navigate  and  intuitive.  It  indexes 
/^-  revery  word,  link  and  graphic  on  1 10  mil- 
Web  documents  and  updates  the  en- 
file  every  month.  The  site  is  owned  by 
CMGI-company  Lycos  and  uses  both  Di- 
rectHit  and  Inktomi  technology  for 
searching.  The  results?  Consistently  rele- 
vant. You  can  narrow  down  your  search 
among  dozens  of  text  categories,  like 
music.  That  way,  a  search  for  Madonna 
won't  return  information  about  the 
Madonna  Inn  in  San  Luis  Obispo,  Calif. 
______    Those  searching  for  MP3 

files  or  sites  with  images 
can  do  so  as  well. 

►  BEST:  Highly  customizable. 

►  WORST:  Search  partners 
like  Dealtime  pop  up  no  mat- 
ter how  irrelevant  their  ser- 
vices may  be. 


1 


J 


ALTAVISTA 

www.altavista.com 

Here's  a  starch  engine  with  lots  of  horsepower.  Altavista  is 
highly  customizable  and  you  can  use  Boolean  search  terms 
to  get  better  results.  You  can  narrow  searches  to  specific 
areas,  like  news  and  discussion  groups.  There  are  a  number 
of  intriguing  features  here.  Among  them:  the  site  aims  to 
translate  the  content  <  I  Web  sites  into  many  different  lan- 
guages, though  the  results  are  often  faulty. 
'  BEST:  Enormous  breadth  and  depth  of  information  available. 
►  WORST:  It  takes  some  effort  to  grasp  all  the  site  has  to  offer. 


DIRECT  HIT 

www.directhit.com 

Tired  of  getting  back  thousands  of  useless  responses  tc 
search?  Direct  Hit,  owned  by  Ask  Jeeves,  examines  t! 
queries  made  by  people  using  a  variety  of  search  enghn 
and  the  responses  they  chose  to  see.  Now,  when  you  dc 
search  on  Direct  Hit  with  the  same  query,  the  sites  you  £ 
back  first  are  the  ones  others  selected  most  often. 
►  BEST:  Best  for  commonly  searched  items. 
►WORST:  Obscure  topics  provide  meager  results. 


GOOGLE 

www.google.com 

Minimalist  home  page,  no  ads  and  thorough  searches  a 
Google's  hallmarks.  Besides  getting  back  detailed  inform 
tion  about  each  site,  Google  also  ranks  the  worthiness  of  sit 
based  on  the  number  of  pages  on  the  Web  that  link  to 
Even  if  a  site  is  no  longer  available,  Google  will  serve  up 
cached  image  of  the  site. 

►  BEST:  You  can  search  in  a  dozen  different  languages. 

►  WORST:  Harder  to  narrow  your  search. 


NORTHERN  LIGHT 

www.northernlight.com 

Northern  Light  is  a  professional  researcher's  dream.  The  s 
offers  specialty  searches  for  government  information  as  w 
as  searches  designed  for  businesses  and  other  researchers.  I 
a  fee,  serious  seekers  can  gain  access  to  Northern  Light's  ( 
line  library  of  more  than  12  million  full-text  articles. 

►  BEST:  Get  alerts  if  a  new  Web  site  appears  on  a  specific  toi 
you  have  identified. 

►  WORST:  No  customization  features. 


SAVVY  SEARCH 

www.savvysearch.com 
SawySearch  is  one  of  the  older  metasearch  servicesj 
the  Web  and  its  design  shows  its  age.  But  this  site  is 
great    for    far-reaching    searches.    Create    your 
customized  engine  by  choosing  and  ranking  from 
others,  from  Excite  to  the  Boston  Globe. 

►  BEST:  Create  and  name  your  own  personal  search  engine.) 

►  WORST:  Antiquated  site  design. 


Forbes 


Ok,  so  maybe  we  are  biased.  But  go  ahead  and  try  i 
ForbesFinder.com  to  search  for  anything  related  to  bu 
ness.  It's  a  unique  search  engine  that  lets  you  hon> 
particular  topics,  like  investing,  small  business,  technr 
or  international.  The  information  comes  back  fror 
Forbes  publications  or  from  other  sites  on  the  V. 
ForbesFinder  also  provides  a  Business  &  Technology  i 
rectory  that  makes  looking  for  information  easy.  Just  cl 
on  a  subject  and  it  brings  up  related  articles  and  Web  sit 
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i  ivnient  Review 

'  BestlobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


with  an  e-Business  career. 


The  future  of  technology  is  happening  right  here,  right  now,  with 
PaineWebber's  e-Business. 

We're  a  preeminent,  full-service  securities  firm,  dedicated  to 
providing  superior  investment  advice  and  financial  services  to 
our  clients.  PaineWebber's  e-Business  is  at  the  forefront  of  the  very 
latest  advances.  So,  there's  no  better  time  than  now  to  join  us. 

We're  currently  searching  for  ambitious  professionals  to  fill  the 
following  e-Volutionary  positions: 

•  Systems  Administrators 

•  Developers 

•  Systems  Architects 

•  Quality  Assurance 

•  Networking  Engineers 

•  Marketing  Technology 

•  Database  Administrators 

Ready  for  an  e-Volutionary  career  opportunity?  Come  join  our 
team.  For  more  information  visit  us  at: 

wAvw.pwevolve.com 


PaineVfrfebber 

PaineWebber  is  an  equal  opportunity  employer. 


pre  career  opportunities  -  visit  BestJobsUSA.com 


Pagel 


■ 


ffijiopientileview 


To  advertise  in  this  section  call  561-686-6800 


Best)obsUSA.com 


Two  names  to  bookmark 

in  the  exciting  world  of 

e-commerce  and  e-finance, 


SOFTWARE  DEVELOPERS 

Pompano  Beach,  FL  and  Westborough,  MA 


fit 


iflSCI-   infinitespacQ 

stotements.com 


Onana  SUM*W*  &*"*»•  ■"!»• 


technologies    inc 

iNautix  Technologies  designs,  develops  and  hosts  reliable 

scalable  and  secure  global  e-commerce  engines  that  can 

interface  with  many  technologies  w.th.n  a  variety  of  Internet 

and  wireless  delivery  platforms  and  PDAs. 

DUdirect  is  one  of  the  world's  premier  online  brokerage 

firms,  offering  a  diversified  range  of  investment  products  and 

services  to  sophisticated,  self-directed  investors  iNaut.x  and 

DUdirect  are  part  of  the  Donaldson,  Lufkm  &  Jenrette 

family  of  companies. 

For  information  technology  opportunities,  visit: 

www.jobs@inautix.com 

For  financial  services  opportunities,  visit: 

jobs@dljdirect.com 

iNautix  and  DUdirect  are  diversity  employers 


Insci-statements.com  and  its  subsidiaty,  infinitespace.com  prob- 
ers of  statement/bill  portal  services  and  high-volume  digital  docu- 
ment repository  (DDR),  workflow,  and  document  presentation  and 
delivery  software  products  is  looking  for  energetic  Developers  with 
full  software  development  life  cycle  experience  in  a  Windows  N 
or  Windows  2000  environment.  You  will  developing  software  ap- 
plications  utilizing  some  or  all  of  the  following  knowledge: 

•  Object  Oriented  Programming 

•  Database  Structures  and  SQL 

•  Internet  Protocols  such  as  SMTP 
•C++ /SQL  Server 

•  MFC  /  COM/DCOM  /  ATL 
•HTML /XML 

•  Enterprise  JavaBeans/  JavaScript  /  ASP 

•  ColdFusion 

If  you  are  interested  in  joining  the  future  NOW  and  are  looking  to 
developing  the  newest  WEB  based  software  products  with  the  lad 
technologies,  email  your  resume  to  us  at  rermiterOinsci.corn.  tax  ,t  M 
508-870-4396  or  mail  it  to  Tom  Long,  insci-statements.coirf 
2  Westborough  Business  Park,  Westborough,  MA  01581 


Deutsche  Bank  is  one  of  the  world's  ead.ng  financial  'nst.t«t.°ns. 
With  over  $869  billion  in  assets  as  of  September  30  1999  and 
approximately  90.000  employees.  Deutsche  Bank  offers 
unparalleled  financial  services  throughout  the  world,  It   anks 
among  the  leaders  in  asset  management,  capital  markets, 
"S  finance,  custody,  cash  management  and  private  banking. 

Deutsche  Bank  is  divided  into  five  major  business  units: 

Global  Corporate  and  Institutions,  Global  Technology 

and  Services.  Asset  Management.  Corporates  and  Real  Estate 

and  Private  and  Retail  Banking. 

To  learn  -.ore  about  Deutsche  Bank,  visit  our  website 

at  WW 


If  you  are  an  innovative  individual  looking  for  a  challenging  career 
n  today's  financial  workplace,  then  consider  the  opportunftes 
Deutsche  Bank  can  offer  you  in  Global  Technology  a        e«es 
and  Global  Institutional  Services.  From  e-commerce  to  client service, 
ffm  operations  to  relationship  management,  our  employees  forge 
market  leadership  around  the  world. 


>s,  please  forward 


)eutsche  Bank 
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For  more  career  opportunities  -  visit  BestJobsUS^ 


pientiteview 


tJobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


DoubleChcK 

www.  doubleclick.net 


The  Internet  Advertising  Solutions  Company 


Doubleclick,  Inc.,  is  the  world  leader 
in  Internet  advertising  solutions. 
Combining  a  powerful  network  of 
high  quality  Web  sites,  cutting  edge 
technology,  and  an  experienced 
sales  force,  Doubleclick  has  formed 
the  premier  interactive  advertising 
vehicle.  As  a  result  of  our  success, 
we  are  looking  for  a  number  of  peo- 
ple to  help  us  continue  to  grow  as 
leaders  in  the  booming  industry  of 
online  media. 


Opportunities  are  currently  available  for  the  following- 

-TECHNOLOGY- 

•  Software  Engineers  (C++,  JAVA,  RDBMS) 

•  Oracle  DBA/Architect/Financials 

•  Sr.  Data  Analyst 

•  Sr.  System  Engineers  (NT,  5+  years  experience) 

•  Customer  Support  Analysts  (HTMl  experience) 

•  Sales  Support  Engineers  (HTML  experience) 

•  Quality  Assurance  Engineers 

-SALES/MARKETING- 

•  Business  Development  Managers 

•  Account  Managers 

•  N.E.  Sales  Manager,  Tech  Solutions 

•  Inside  Sales  Managers 


To  be  considered  for  one  of  these  career  opportunities,  please  visit  our  website  at:  http://careers.doubleclick.net 


Equal  Opportunity  Employer 


I 


THE  RIGHT  I 
THE  RIGHT  TIME 


force  I  THE  RIGHT 


W  lh  everyone  in  the  free  world  online,  Internet  advertising  has  become  a  major  industry.  Founded  in  1994 

i  II  . n  ,   I til "re  emh Jt,"m*  ***%!*«***  r^  W«*l  20  Million  impressions  a  month/600 

rnmion  a  day,  wt  are    mbarkmg  upon  new  media  opportunities  in  the  wireless  arena,  »  hich  will  provide  endless 

in  t he  m  orld,  we  have  locations  in  California  and  New  York. 

Our  reputation  as  an  industry  leader  is  a  direct  result  of  the  expertise  of  our  employees. 
Hiring  only  the  best,  we  consistently  produce  the  high-quality  service  our  clients 
^^  demand.  Why  are  we  so  successful ?  We're  at  the  right  place  at  the  right 

ySc?*^^  t,me  w,th  thc  ri°ht  peoplc- Carc  f°  i°in  us- 


m  -* 


■  Software  Internet/Senior  Manger  Engineers 

■  Marketing  and  Sales  Professionals 

■  Wireless/New  Media  Engineers  and  Professionals 

■  Business  Development  Professionals 

Competitive  salaries.  Generous  benefits.  Unbelievable  opportunity. 
We  offer  it  all.  Interested  candidates,  apply  online  at 

www.adforce.com 


»re  career  opportunities  -  visit  BesUobsUSA.com 
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Employment  Review 


BostJobsUSA.com 


To  advertise  in  this  section  call  561-686-680C 


I 


sreelnternet.cam 

COME  ON  OVER 
AND  JOIN  THE  FUN! 


Freeinternet.com  is  the  leading  free  and 

anonymous  internet  service  provider  in  the  nation 

with  approximately  2.2  million  users.  Freei  is  in 

1500  cities  in  all  50  states  with  a  recent 

addition  in  the  Asian  market. 

Check  out  our  complete  job  listings  at 
www.freeinternet.com/jobs. 

We  are  currently  recruiting  highly-committed  and 
energized  employees  in  the  following  departments 

•  DEVELOPMENT  •  FINANCE 

•  HUMAN  RESOURCES  •  NETWORK 

•  SALES  •  BUSINESS  DEVELOPMENT 

•  MARKETING  •  LEGAL 


Please  send  resume  to:  E-mail 
resumes@freeinternet.com 

Attn:  Recruiting-Forbes 


253. 7  36. 1767  Attn:  recruiting  -  Forbes 


PowerAdz.coitt 

The  dot-com  Newspaper  Network 

PowerAdz,  the  "dot-com"  newspaper  network,  has  built  the  largest  netw 
of  locally  based  community  portals — with  over  1,400  newspaper  affilial 
reaching  more  than  20  million  consumers  across  America. 

Located  in  NY's  Capital  District,  PowerAdz.com  is  experiencing  signifies 
rapid  and  sustainable  growth.  We  currently  seek  qualified,  self-starters 
eager  to  work  in  the  demanding  and  dynamic  Internet  world. 

Web  Developers 

The  development  team  is  responsible  for  new  product  development  ar 
enhancements  to  current  products.  Web  developers  have  a  primary  proi 
responsibility  but  the  ability  to  move  from  project  to  project  is  essentia 
Internet  programming,  HTML,  SQL  and  Cold  Fusion  is  preferred. 

Sales  Representatives 

Sales  Representatives  cover  a  multi-state  territory  targeting  desired  cont 
within  the  newspaper  industry.  Knowledge  of  the  newspaper  or  relate 
industry  and  the  Internet  is  preferred.  Proven  track  record  in  sales  an 
extensive  travel  is  required.  Positions  are  geographically  neutral. 

Product  Managers 

The  Product  Manager  develops,  plans,  and  manages  the  product  busini 
strategy,  branding,  marketing  position  for  new  and  next  generation  prodi 
online  Internet  industry  experience,  plus  5  years  of  product  managerm 
experience  required. 

Success  Representatives 

Work  closely  with  new  and  existing  customers  to  help  them  maximize 

the  potential  of  their  online  advertising  programs.  You'll  guide  and  supp 

affiliates'  sales,  advertising,  and  new  media  staff  through  demonstratic 

sales  calls  and  field  training  exercises,  and  provide  input  on  product 

launch  and  roll  out  strategies. 

Forward  resume  and  cover  letter  to  jobs@poweradz.com 
or  check  us  out  at  www.poweradz.com 


iYillage.com 


'**  SOMEN'S  NET*0** 

iVillage.com  is  the  leading  women's  network  online,  c 
ing  solutions  to  women  in  the  form  of  community,  con 
and  a  host  of  tools  and  services.  We  are  a  powerful  b 
and  a  valued  business  partner  to  blue-chip  companies, 
approximately  7.5  million  unique  visitors  per  month,  w< 
the  voice  of  women. 

Now  is  the  time  to  join  iVillage.  Major  new  initiatives 
created  challenging  opportunities  for  smart,  creativ 
dustry-savvy  professionals  in  the  following  areas: 

Business  Development 
Marketing 

Senior  Level  Sponsorship  Sales  &  Sales  Leader 
UNIX  Systems  Administration 
Web  Development  and  Design 

Headquartered  in  NYC,  iVillage  offers  competitive  cor| 
sation  packages  including  stock  options,  fully  paid 
ance  benefits,  and  401  (k).  For  immediate  considel 
please  send  your  resume  to  jobs@mail.ivillage.com  irj 
ing  your  career  interest  in  the  subject  line.  Visit  us  (I 
web  at  http://www.ivillage.com;  AOL  keyword  'iViJ 
Equal  Opportunity  Employer  M/F/D/V. 


Pa^ 


For  more  career  opportunities  -  visit  BestJobsUS/i 


ok  it  up  |  GOVERNMENT  HELP 


ted  Tape 
totters 


i  the  Web  and  powerful  search  engines,  reams  of 
jments  and  government  bureaucracy  are  suddenly 
less  daunting.  Below  are  the  sites  of  government 
icies,  organizations,  and  private  ventures  that  can 
you  navigate  these  muddy  waters. 

— Chana  Schoenberger 


GOVWORKS.COM 

www.govworks.com 

Want  to  locate  auctions  of  seized  prop- 
erty such  as  cars  or  boats?  At  Gov- 
Works.com  you  can  search  by  keyword 
and  location.  Subscriptions  to  the  auc- 
tion listings  run  $20  for  a  month  or  $100 
for  six  months,  but  a  free  registration  lets 
you  access  the  site's  other  features  includ- 
ing listings  of  public-sector  jobs,  govern- 
ment Web  sites,  contact  information  for 
government  officials  and  a  customizable 
calendar  of  political  and  government- 
oriented  events.  You  can  pay  your  park- 
ing tickets,  water  bills,  property  taxes  and 
even  your  income  taxes.  We  logged  on 
and  paid  a  town  water  bill  using  a  credit 
card.  It  cost  $2  extra  but  spared  us  the 
hassle  of  mailing  in  the  payment.  Also, 
check  out  the  Civics  101  search  feature 
for  questions  on  how  government  works. 
►BEST:  Parking  tickets  without  the  pain. 
►  WORST:  The  auction  listings  are 
subscription-only. 


KnoNledgebpttMr. 


RAY  LEARN 


STATS 

dstats.gov 

inton  Administration  launched  this  site  in  1997  to 
Jl  federal  statistics,  from  marriage  rates  to  economic 
rted  by  county,  available  on  the  Web.  You  can  search 


by  keyword  but,  for  some  categories,  once  you  click  on  a  par- 
ticular result  or  stat,  you  leave  the  FedStats  site  and  go  di- 
rectly to  the  federal  agency  that  put  out  the  number. 

►  BEST:  One-stop  navigator  for  government  stats. 

►  WORST:  Links  to  many  shoddy  dot-govs. 


GRASSROOTS.COM 

www.grassroots.com 

If  you  enjoy  mouthing  off  about  politics,  bookmark  this 
site.  Grassroots.com  is  mostly  a  compilation  of  chat  rooms 
named  after  famous  political  gathering  spots  (the  Capitol 
Grille,  Faneuil  Hall),  and  dialogue  and  articles  range  from 
poignant  to  idiotic.  A  recent  feature  from  Michael  Moore 
(Roger  and  Me)  drones  on  about  the  Elian  Gonzalez  rescue. 
"Since  when  does  the  entire  Justice  Department  back  down 
from  a  bunch  of  dolphin-worshiping  psychotic  idiots  ...?" 
he  writes.  Most  articles  invite  you  to  e-mail  your  rep  about 
the  issues. 

►  BEST:  Extensive  hosted  chat  rooms. 
►WORST:  If  you  don't  like  ranting,  stay  away. 


NATIONAL  ASSOCIATION  OF  SECURITIES 
DEALERS 

www.nasd.com 

New  investors  will  find  NASD's  easily  navigated  site  useful. 
Click  on  Investor  Services  to  get  investment  basics.  There  are 
also  guides  to  stock  volatility  and  trading,  IPO  summaries, 
and  tons  of  market  data.  You  can  also  run  a  quick  back- 
ground check  on  brokers  and  securities  firms. 
►  BEST:  Financial  calculators— one  estimates  future  tuition  costs. 
►WORST:  NASD  is  controlled  by  brokers,  so  don't  expect  too 
much  negative  info  about  them. 


OPENSECRETS.ORG 

www.opensecrets.org 

Want  to  know  how  much  money  Al  Gore  got  from  residents 
of  Beverly  Hills,  902 1 0  last  year?  Opensecrets  lets  you  search 
the  Federal  Election  Commission's  database  for  answers.  The 
site  offers  state  money  maps  showing  contributions  listed  by 
zip  code.  Lobbyists'  donations  and  clients  are  also  online. 
►BEST:  A  dizzying  array  of  donation  data,  all  searchable. 
►WORST:  FEC  filing  lags.  The  latest  data  is  often  a  year  old. 


SMALL  BUSINESS  ADMINISTRATION 

www.sba.gov 

A  great  site  for  anyone  looking  to  start,  expand  or  finance 
a  business.  Also  good  for  stock  ideas.  Must  sees  include: 
Pro-Net,  a  database  of  more  than  171,000  small  contrac- 
tors throughout  the  country;  Ace-Net,  which  matches  up- 
start companies  with  their  "angels";  and  links  to  SBA's  asset 
sales  program.  Clever  online  startup  kit  for  new  small  busi- 
ness owners,  as  well  as  shareware  for  every  topic  covered. 
►  BEST:  Online  courses  for  entrepreneurs. 
►WORST:  You  need  to  dig  deep  for  investment  opportunities. 


FORBES 


Best 


iiu^ 


Fbrbesl 


BusinessClassified 


Advertisement 


Financial  Services 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  lnre*unent  Surrey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  In  Common  Stocks 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55. 

Available  only  once  every  three  years  to  any  household    SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 

price.  812.00).  In  addition  to  dear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  Ideas  from  Industry 

professionals  on  50  special  topics,  including  tax  law.  financial  management  and 

accounting.  Available  while  supplies  last  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL   TOLL-FREE    1-800-535-9651 

BONUS  CODE    16NFWA22      American  Express.  MasterCard.  Visa  or  Discover 

24  hours  a  day.  7  days  a  week,  n  you  are  na  completely  satisfied  refum  at  materials 

i  good  condition  within  30  days  from  the  start  of  your  trial  subscription  for  a  full 

refund  of  your  tee  Alow  4  weeks  for  delivery  Foreign  rates  upon  request 

.  Order  Online  at  w-w-w. valueline.com/ads/i5anf 

.  The  Value  Line  Investment  Survey1. 

PO  Box  3988.New  York  NY 

10008-3988 


Franchising 


ARE  YOU  SITTING  ON  A  GOLD  MINE? 


Talk  to  in  first  Betaaw  neatly  kit  fraathaej 

awe  bannenei  taaa  Frtamrp 

The  leader  in  franchise  derelopaeat 

and  eoatqluat  Worldwide 

www.trmcfp.eom  FB 


YOUR  BUSINESS 

with  the  loading  consulting  hrm  in  the  country 

800-358-8011 


HCf 


For  information 
and  rates 
on  advertising 
in  the  next 
Forbes  Business 
Classified  Sectioi 
contact: 
Media  Options 
(1-800-442-6441 
for  ad  rates  &  ad 
information  only) 
Fax:  973-694-83. 
E-mail: 
mediopt@aol.con 


Legal  Services 


Health  Products 


\WMM\M 


There  is 
an  answer! 

Send  for  FREE  information 
on  a  NEW,  guaranteed 
seat  and  back  support 
designed  by  a  leading 
back  pain  specialist. 

TruComfort 

IS  Parkway.  #248H 
Katonah  NY  10536 


Call  TOLL  FREE  1-800-3920363 

or  visit  our  website  @  www.trucomtort.com 


Charge  your  ad. 

VISA 


0 


Take  Your 
Company  Public 

Call:  1-800-827-8388 
or 

http://gopublic.cmacs.com 


Gemstones 


l\\  KSTMENT  (JEMSTONES 
(,i  UtANTEED  LIQUIDITY!! 

Wc  hm  A:  nil  Diamoodi 

Mid  jii  Precious  Gemstones 

I  nee  wholesale  i  Dialog  since  1967! 

I#i  -  i  Board  "/ 

Trade  A  <  tiatnbet  <»/  ( 'am* 

ikii  si  Of  omviik. 
120  V  Main  St,  Greenville.  k\  42345 

l  mhi  S44  Mini  or  FAX  270-338-9605 


Custom  Book  Publishing 


YOUR  BOOK 

Powerfully  written  and  edited;  skillfully 
designed  and  bound,  promoted  and  dis- 
tnbuted  nationwide  and  on  trie  Internet  in 
just  120  days!  Business,  technical,  and 
fiction  welcome  The  Cote  Literary  Group 
(800)  876-6202  or  www  cotelrterary.com 


Asset  Protection 


Corporations.  iJd.  Partnerships,  LLCs 

Offshore  Trusts,  Corps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 

•  Tax  Savings  •  Estate  Planning 

PmfestuHial  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


a 


REDUCE  or  ELIMINATE 

Capitol  Gains  -  Ordinary  Income 

Int'l  law  firm  with  26  years 

experience  in  domestic  and 

international  tax  planning. 

McKenzie-Finch  S.A. 

(800)774-9797    (801)304-5800 


SMALL  ADS  BRING 

BIG 

RESULTS! 

Call:  Media  Options 
1-800-442-6441 

Forbes  Business  Classified 


besl 


BusinessClassified 


Advertisement 


Business  Opportunities 


Corporate  Planning 


VESTORS 


SAVE 

20% 
TAXES 

^RANTEED 


earn  how  at: 

iew-corporation.com 
•  call  today  for 

a  FREE 
•mation  Package 

r-2-INC-NOW 

77246-2669) 

evada  Corporate 
eadquarters,  Inc. 


•ookstore.com 

•ur  Complete 
Source  for 
siness  Books 


TWO  BILLION 


USWESSES  FOR  SALE  BY  OWNERS 
ACTURING  TO  SMALL  RETAIL  SHOPS 
STORES  •  RESTAURANTS  •  MOTELS 
nds  of  Dollars  •  No  Brokerage  Fees 

.  US  TOLL  FREE  1-800-999-SALE 
www.gwbs.com 

NATIONWIDE -10  Buy  or  Sell 
MNY  OFFER  OWNER  FINANCING 
:"RN  BUSINESS  SERVICES.  INC. 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 

Complete  Training.  Call  for  Free 

information  Package. 

800-995-0049  Ext.  7675 


IAKE  BIG  $  $  $ 

HMA'M  CtACKSIH  WllfVSHIflOS 


1-S00-&26-S523 

Usa/Canada 


www.glassmechanix.com  ] 


e-mcorporate. 


Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

8QO.  -423. 2993 


NEVADA  &  OFFSHORE 

CORPORATIONS 


♦  Asset  Protection,  Privacy,  Tax  Free 

♦  Licensed  Offices:  Las  Vegas-Nassau 

♦  Credit  Cards.  Bearer  Shares.  Bankina 


ORDER  liY  PHO,\E  FREE  1XFO 

1-800-997-2550 


OPPORTUNITY  KNOCKS 

Once  in  a  while  an  opportunity  comes 
along  that  will  never  repeal  itself.  Gel 
in  on  the  ground  floor.  Extremely  high 
income.  Training,  leads,  secured  ac- 
counts to  call  on.  Opportunity  of  a  Life- 
time. Let's  talk,  dm  Req.) 
Areas  Going  Fast. 

1-800-675-6144 


Internet  Opportunities 


INTERNET 


LAY  CLAIM  TO  YOUR  PIECE! 

Top  computer  co.  now  in  MLM  LAUNCH 
Winning  concept  that  will  revolutionize  MLM 
Launching  in  29  languages.  Position  yourself 

immediately  on  top  to  make  BIS  money. 

Achieve  success  with  #1  team  of  top  pros 

that  can  train  &  support  you. 

iPhone  (800)  526-7598, 24-hour  msg. 


CAN  YOU  HOLD  OUT  FOR  OUT 
FOR  ANOTHER  DAY? 

COMING  TO  A  COUNTRY  NEAR 
YOU!! 


ELITE  INTERNATIONAL  GROUP 


•  Corporate  Events  •  Travel  Arrangements 

•  Seminars  •  Hotel  Accommodations 

•  Conferences  •  Limo  Services 

•  Keynote  Speakers 

•  Wireless  Equipment 


Call:  1-888-260-6470 
Fax:415-908-6726 
In  Calif:  415-516-8778 

www.eliteinternatianalgroup.coin 


Fund  Newsletter 


Discover  How  You  Can 
TRIPLE  Your  Money! 


We'll  show  you  how  with  a  FREE 

week  of  great  trades!  By  fax  or  email. 

CALL  NOW  AND  RECEIVE 

A  FREE  TAPE! 

1-888-366-8264 

C\yl  l<  )\I.TK.'M  <>\|      Code  422 


Books/A uthors  Publishers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED: 

FICTION.  BIOGRAPHY  POETRY,  RELIGION  CHILDREN'S 

WRITE.  OR  SEND  YOUR  MANUSCRIPT  TO: 

MINERVA  PUBLISHING  CO. 

1001  BRICKELL  BAY  DR.  *2310.  MIAMI,  FL  33131 


Forbes 

Subscriber  Service 
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Weird  Wide  Web 


FORBES  editors  have  logged  a  lot  of  hours  clicking  through  sites  to 
come  up  with  the  best  of  the  Web.  Here  are  some  of  the  more  unusual 
outtakes  from  our  bleary-eyed  excursions,  -compiled  by  the  Best  0f  the  webs^  with  mchardch* 


BERT  IS  EVIL 

www.fractalcow.com/bert 

You  knew  it  all  along,  didn't  you? 
Ernie's  bushy-browed  Sesame  Street 
pal  is  implicated  here  in  everything 
from  the  JFK  assassination  to  the 
O.J.  Simpson  case.  You'll  find  alarming 
testimony  from  Elmo  and  Kermit 
the  Frog. 

DINER  CAM 

www.nj.com/dinercam 

Internet  users  are 
Web  cam  crazy 
and  this  site  does 
its  best  to  immor- 
talize the  blue- 
plate  special.  Pull 
up  a  stool  at  Jersey 
City,  New  Jersey's 
White  Mana  diner. 
•«—*•■      •■"'    MHaiiK^^^  ^m    \  Lamera  perched 

above  the  the  front  counter  may  be  as  close  as  you  ever  want 

to  get  to  this  roadside  grease  emporium. 


MISHEARD  LYRICS 

www.kissthisguy.com 

"'Scuse  me  while  I  kiss  this  guy."  This  misheard  lyric,  one  of 
thousands  listed  here,  has  Jimi  Hendrix  rolling  in  his  grave. 
And  then  there's  the  patriot  who  heard  "God  Bless  America" 
this  way:  "Stand  beside  her,  and  guide  her,  through  the  night 
with  the  light  from  a  bulb."  Pass  the  ear-wax  remover,  please. 


HOW  TO  MAKE  AN 
ELIZABETHAN  CORSET 

www.dnaco.net/-aleed/corsets/corsetpage/ 
The  title  tells  it  all.  Plus,  handy  tips  on 
corset  wearing,  such  as:  "Find  someone  to 

help."  but  why  go  through  all  the  trouble 
o\  making  a  corset — why  not  just  order 
one  from  Amazon.com? 


GENTLE  HINTS 

www.gentlehints.com 

Got  a  colleague  who's  clueless  about  an  offensive  groomi 
habit?  Use  this  site  to  slip  them  a  gentle  hint — whether  it 
bottle  of  dandruff  shampoo  or  a  set  of  nose-hair  clipper! 


WRITERS  AND  ARTISTS  SHACKING  AT  WOI 

http://siiacks.cyberpunks.org/snacks.html 
Anyone  who  has  ever  spent  a  late  night  at 
work  rummaging  for  food  will  want  to  con- 
sult the  Siskels  and  Eberts  of  snacks,  who 
weigh  in  with  important  facts  on  everything  from  Pop  1 
to  Fiddle  Faddles  ("Jolly  sounding  snack  that  makes' 
want  to  play  a  musical  instrument."  Score:  8.975).  Moref 
150  snacks  reviewed  and  rated  here. 


THE  ORPHANAGE  OF  CAST-OFF  MASCOTS 

www.lileks.com/institute/ 
orphanage/index.html 

Madison  Avenue's  morgu< 
from  the  Fifties  and  Six 
Does  anyone  remember 
wood  Pete?  The  Undead 
Can  Man?  Mr.  Coffee  Ne 
Look  soon  for  the  Pets, 
hand  puppet. 


THE  BUREAU  OF  MISSING  SOCKS 

www.funbureau.com 

Communities,   conspiracy   theories,   all 
around  what  happens  to  that  other  sock. 


EFFECT  OF  ALE,  GARLIC  AND 
SOURED  CREAM  ON  THE  APPETITE  OF 
LEECHES 

www.uib.no/isf/surprise.htm 
A  scientific  report  from  Norwegian  researchers  documd 
an  experiment  about  leeches'  gastronomic  preferj 
"Leeches  dipped  in  Guinness  Stout  bit  after  187  second 
leeches  briefly  placed  on  a  forearm  smeared  with  garli 
after  two  hours."  Maybe  they  didn't  like  the  forearm. 
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MACANUDO -Smooth.  Every  Time. 


1  he  most  asked-for  premium  cigar  brand,  Macanudo  delivers  unmatched  smoothness  in  four  distinctive 

ANUDO  I  MACANUDO  Robust  I   MACANUDO  Vintage  I  MACANUDO  Ma 
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Visit  us  ar  www.cigarworld.com  and 

,ib  Macanudo  in  New  York  and  Chicago. 
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HERE  ONE 


GONE  THE  NEXT. 

■»••-•.♦.»>.  ^ 

You're  looking  at  a  watch  SOface  ,there  can  pnly  be  one  owner.  Hurry,  and  it  will  be  you. 

In  case  you  miss  fhis- one,  we  offer  huri'dreds'of!  other  one-of-a-kind  timepieces  made  by  the 

world's  finest  watchmakers."G-aH--k£00.328.4151  or,  view  our  legendary  vintage  watch  collection 

at  www. miadoraTeomr-rt' only  ta&es  a  second.  And  that  may  be  all  you  have. 

Left  page;  Men's  Bceguet  Transatlantic^  chronograph  with  titanium  bracelet,  $5,950. 

Right-page:  Men'sZ.ttanck  Muller  18KW  Power  Reserve,  $7,450. 
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Mystery.  Seduction.  Twenty-Eight  Private  Caban 


as. 


Santa  Barbara,  September  2000.      rtt.j^.woo     „, 
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RCH        THE        MARKETPLACE        OF        THE        WORLD'S        FINEST        ART,        ANTIQUES        AND        DEALERS. 

"OVER     TREASURES     ACROSS     CONTINENTS     AND      GENERATIONS.      THEN      MAKE     ROOM      FOR     WHAT 

ALL     ABOUT:      THE      PERFECT     PIECE.      2I2.679.2033  f*    T     R    f     I       TMF       C  C\  M 
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Cloister  Brilliance 


Behold  the  natural  radiance  of 

The  Cloister  on  Sea  Island,  ( 

Revel  in  an  enduring  devotion  tc 

golf  that  began  with  such  lumi 

as  Colt  &  Alison,  Walter  Travi 

and  Bobby  Jones,  and  now  si 

anew  in  the  brilliance  of 

seaside  courses  by  Tom 

and  Rees  Jones.  Delight 

in  our  sparkling  beach  ar 

splendid  gardens.  In  legenc 

sports,  soothing  Spa,  gracious  se 

Here,  as  nowhere  else,  find  a  brilliant  bak 
of  honored  traditions  and  new  experiences. 
Visit  our  happy  isle  soon,  won't  you? 
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SEA   ISLA 


ORGIA  31561    •   800-SEA-ISLAlld 

www.seaisland.com 


THE  CLOISTER' 


Grill  Seeks 

Long  Term  Relationship. 

Serious  Inquiries  Only. 


With  enough  head-turning  stainless  steel  bow-tie  burner  system  with  infinite 


features  to  keep  things  really 
interesting,  this  grill  is  built  to 


last  a  lifetime.  Broilmaster 


Premium  Gas  Grills  come  with 


the  most  durable  features  known 


to  man.  Our  adjustable,  cast  iron 
-800-255-0403  J 

'  jree  brochure  and 

mpe  booklet.  cooking  grids  are  porcelain  coated, 

extra-thick,  cast  aluminum  grill  heads 
fully  maintain  the  heat.  And  Broilmaster's 


control  levels  is  even  patented.  All  this,  plus  an 
extensive  industry-leading  warranty  ensures  the 
honeymoon  never  ends.  Begin  your  love  affair 
today.  For  your  free  brochure  and  recipe  booklet, 


call  1-800-255-0403. 


The  Most  Durable  Grill 
Known  To  Man 


Roncaglia  Ic  Wijlundcr 
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SICILY 

ISLAND  IN  A  SEA  OF  LIGHT. 


Look  .1  little  closer  .it  Sicily  and  you'll  see  there's  a  secret  side  waiting  to  be  discovered.  Unexpected  riches  abound. 
A  fascinating  cultural  heritage,  a  remarkable  history,  a  wealth  of  artistic  treasures.  And  a  unique  character 
i  reated  by  the  constant  influence  of  the  surrounding  Mediterranean  Sea.  Such  diversity  exists  in  Sicily.  Vibrant 
contrasts.  1  [idden  facets,  bo  which  the  changing  seasons  add  even  more  variety,  more  light,  more  shade.  Sicily  is 
many  things,  but  remains  one  special  place  in  a  world  of  its  own. 


iL'o&okJtMAd 


RECIONE  SICILIAN* 

REGIONAL  COUNCIL  FOR  TOURISM.  COMMUNICATION  AND  TRANSPORT 


10141    Palermo    (Italy)        9,    Via    E.    Notarbartolo    -    I'rl    http://www.sicily.INFCOM.IT    -    Email    SicilyMaster@INFCOM.IT 


the  new  Visa  Signature  card  has  no  preset  spending  limit. 


t 


cause  life  has  enough  limitations,  we  created  the  incomparable  Visa'  Signature  card. 
Signature  has  no  preset  spending  limit  and  a  revolving  line  of  credit.  It  boasts  a  Concierge 
ice  to  assist  in  your  travel  and  entertainment  plans,  airmiles  for  worldwide  travel,  and  unsur- 
ed  acceptance,  making  all  of  life's  limitations  not  so. ..well,  limiting.  For  more  information, 
se  see  www.  visa.com/signatureusa  or  call  1-888-847-2003.    It's  Everywhere  You  Want  To  Be. 

sections  are  authorized  by  Card  Issuers  based  on  factors  such  as  account     story,  credit  record  ond  payment  resources. 
«*f»  preset  upper  limits  for  revolving  balances  and  cash  advances.  ©  1999  Vise      S  A.  Inc. 


Visa  Signature 


a  DISTINCTLY  different 


When  you  travel  the  globe,  expect  a  world  of  difference  with  Summit 
Hotels  &  Resorts. 

Summit  Hotels  &  Resorts  is  a  distinguished  collection  of  over  140  luxury 
independent  hotels  and  resorts  in  some  of  the  world's  most  exciting  destinations. 
Each  hotel  in  the  collection  has  been  hand-picked  for  its  exceptional  standards 
of  luxury  and  service,  yet  each  maintains  its  own  distinctive  character  and  style. 
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Le  Pare  Suite  Hotel 
Los  Angeles,  CA 


The  Michelangelo, 
New  York,  NY 


The  Stoningtori  Beach  Hotel, 
BERMUDA 


S    U   bA  M.    I    T 

HOTELS     &    RESORTS 

For  reservations  or  to  order 

a  directory  call 

1-800-457-4000. 

w\    vsummithotels.com 


DISCOVERY 


A  SAMPLE  OF  THE  SUMMIT  PORTFOLIO 
NORTH  AMERICA  &  THE  CARIBBEAN 
Le  Pare  Suite  Hotel,  Los  Angeles  CA 
The  National  Hotel,  Miami  Beach  FL 

The  Edgewater  Beach  Hotel,  Naples  FL 
The  Villas  of  Grand  Cypress,  Orlando  FL 
The  Colonnade  Hotel,  Boston  MA 
The  Atheneum  Suite  Hotel  & 
Conference  Center,  Detroit  Ml 
The  Kitano  New  York,  New  York  NY 
The  Michelangelo,  New  York  NY 
The  Siena,  Chapel  Hill  NC 
The  Inn  at  Essex,  Burlington  VT 
The  Stonington  Beach  Hotel,  Bermuda 
Half  Moon  Golf,  Tennis  &  Beach  Club, 

Montego  Bay,  Jamaica 

LATIN  AMERICA 

Hotel  Europa,  Lo  Paz,  Bolivia 

Los  Tajibos  Hotel  &  Convention  Center, 

Santa  Cruz,  Bolivia 

Grand  Hotel  Rayon,  Curitiba,  Brazil 

L'Hotel,  Sao  Paulo,  Brazil 

Rio  Atlantica  Hotel,  Rio  de  Janeiro,  Brazil 

Royal  Palm  Plaza,  Campinas,  Brazil 

Bogota  Plaza  Hotel,  Bogoto,  Colombia 

Quinta  Real  Hotels,  Mexico  &  Guatemala 
Acapulco,  Aguascaliente5,  Guadalajara.  Huatulco, 
Monterrey,  Zacatecas  &  Guatemala  City 

Hotel  El  Panama,  Panama  City,  Panama 

Hotel  Excelsior,  Asuncion,  Paraguay 


SUMMIT   HOTE 
A    DISTINCTLY   Dl  I  FI  RF 
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fouR  Mother  Doesn't  Have  To  Know  It  Was  So  Easy  To  Buy. 


Mother's  Day  is  May  14th. 

And  just  imagine  how  delighted  she'll  be  on  this  special  day  when  she  receives  the  rich  delicious  gift  of  Codiva. 

Visit  us  online  or  by  phone  to  place  an  order  or  to  locate  a  boutique  or  finer  department  store  near  you. 

www.CODIVA.com      AOL  (Keyword: CODIVA)        1-800-9'GODIVA 


New  York 


Paris 


GOD  I VA 

Chocolatier 


Tokyo 


Brussels 


'-A  MONTR  E  DES  MONTRES  •  LA  MONTRE  DES  MONTRES 


MONTRE  DES  MONTRES  •  LA  MONTRE  DES  MONTR'. 


HUBLOT 
That  Sensational  Feeling 


I  A     U'iUMII      Li  I   '. 
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MDiv. 

GENEVE 


CONTINENTAL  DIAMOND 


I)  Ulica  Avenue,  South.  Suite  140  •  St.  Louis  Park.  MN  55416  •  (612)  593-5602 


MOM.  ol' AMERICA.  INC.  2451  Last  Sunrise  Blul 
Tel:  i<)54)  S6X-V400  l;t\:  <l)54)  56X-6337  lor  a  lice 


Lauderdale.  Florida  33304 
catalog  call  (WK))  536-0636 
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Features 


The  Crossing  /An  Atlantic  voyage  can  be  transporting  in  more 
ways  than  one.  Welcome  aboard  the  Star  Flyer, 
by  Paul  VanDevelder 72 

It's  in  the  Garage"/  From  canoes  to  croquet: 

The  FY  I  guide  to  really  cool  outdoor  summer  gear. 

by  Neal  Santelmann 80 


Tutor  De  France  /  Mon  Dieu!  Le  Grand  Garfon  invades  Normandy! 
Join  the  master  as  he  samples  the  best  of  the  region. 
by  R.W. Apple  Jr 86 


Go  Buy  a  Kite  /New  shapes  to  fit  an  ancient  passion. 
by  Thomas  Jackson 


96 


Hope  Swings  Eternal  /Will  golfs  latest  gizmos  and  geegaws 
up  your  game?  Scenes  from  the  annual 
PGA  Merchandise  Show. 
by  Bruce  Selcraig 100 

For  the  Birdies  /A  select  foresome  of  worthy  golf  products 104 

Inca  Roads  /Not  even  a  band  of  lovably  loutish  Brits  could  spoil  a 
magical  motorbike  trip  through  Peru. 
by  Mike  Salisbury 108 

It's  a  Jungle  Out  There  /  Fashion:  For  you,  my  litde  jewel  bug 

photographs  by  Michael  Myers 116 

Trout  Flies  of  the  Rich  and  Famous  /  From  our  tacklebox 

by  Coyote  Jack 122 
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The  FYEye  /Bikini  boutique,  the  Porsche  Boxster  S,  custom-made 
shoes,  flower-flavored  sorbet,  the  Paris 
antiques  show,  your  own  personal  submarine  and  more 22 

But  Enough  AbOUt  YOU  /  The  Lobster  Bib:  So  simple  a  tool, 
and  yet  so  enchanting  a  past.  Did  you  know  that  Jesus 
used  one  at  the  Clambake  of  Cana?  You  didn't?  Well,  allow 
us  to  enrich  your  summer  sense  of  history. 
by  Christopher  Buckley 39 

Homeboy  /  What  can  occur  in  a  violent  millisecond  and  disrupt 
your  life  for  years?  Answer:  a  20  million-volt 
lightning  strike  on  your  house. 
by  Patrick  Cooke. 43 

Eclat  du  Jour  /You  can't  allow  just  anyone  to  go  gadding 
about  on  your  property  this  summer.  But  keeping 
them  out  is  a  delicate  business.  We  offer  a  few  suggestions 
for  ensuring  a  little  peace  and  quiet. 
by  George  Herrick 49 

The  FYI  Signpost  /  Where  have  we  been  lately? 55 

Books  /  Bound  and  flagged,  for  your  reading  pleasure 

Edited  by  Jeff  Turren  tine 124 

The  Bull  Board  /  Ripped  and  flagged,  for  your 

reading  pleasure 128 

"Anywhere  there  had  been  an  outlet  in  the 
room,  now  there  was  just  a  jagged  burn 
hole.  Nails  in  the  Sheetrock  got  blasted  out 
of  the  wall.  Our  two  computers  were  fried. 
The  microwave?  Melted."  page  43 


Cover  Photograph  by  Michael  Myers.  Snakeskin  bracelet  (worn  as  a  choker) 

byjutta  Neumann,  New  York,  (212)  982-J048.  Moth  brooch  with  diamonds,  rubies  and 

plique-a-jour  enamel  b\  Evelyn  Clothier,  at  Bergdorf  Goodman,  New  York, 

(800)  s$8-i8<$.  I  lair  by  Steven  Ward  for  Garren  New  York.  Makeup  by  Victor  Joseph 

for  Tiffany  W'hitford  NYC.  Set  by  Donnie  Myers  for  Marek  &  Associates.  , 


A    ROOM    WITH 
THE    VIEW. 


A      FAIRMONT      MANAGED      HOTEL 


FIFTH   AVENUE  AT  CENTRAL   PARK   SOUTH    NEW  YORK.    FOR   RESERVATIONS   CALL 
1-800-759-3000   OR  THE   FAIRMONT  HOTELS  AT  1  -  800  -  527-4727 
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1-800-325-4252      www.aldenshoe.com 
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ravel  professional  or  1.800.545.7937  www.sweptaway.com 


Give  us  your  best  sho 


SHOOT 


UPLOAD 
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www.photoamerica.co 


/ell  make  it  better. 


SPECIAL 

OFFER 

2  Free  5x7 

Prints* 

Offer  Expires  April  14,  2000. 

'Limit  2  Pnnts  Per  Customer 

No  Purchase  Necessary 

S2.95  Shipping  &  Handling 

Charge  Applies. 


Tired  of  spending  hours  wrestling  with  a 
home  printer,  buying  expensive  paper  and 
ink,  then  getting  only  marginal  results  from 
/our  new  digital  camera? 

Mow  there's  a  better  way! 

_ogon  to  photoamerica.com  and  see  how 

quickly  and  easily  you  can  order  archival 
quality*  prints  and  enlargements... 
eal  photographs  that  you'll  be 
Droud  to  keep,  or  send  to  friends 
and  relatives.   From  prints  to 
Dhoto  mugs  to  poster  prints,  the 


p  h  o  t  o  a 


The   Right   Stuff  for   Digital    Camera    Users 

lily  is  achieved  from  cameras  rated  1 .5  million  pixel  capacity  or  higher. 


photoamerica.com  imaging  superstore 
has  it  all,  just  a  mouse  click  away. 

Your  digital  camera  can  deliver  great 
photos,  offer  new  ways  to  be  creative 
and  to  share  the  good  times.  Isn't  that 
what  you  bought  the  camera  for? 

Visit  the  photoamerica.com  imaging 
superstore  and  see  what  it  has  to  offer. 
Settle  down  in  the  comfort  of  you  own 
home  and  make  photoamerica.com 
your  online  photo  lab... 
you'll  be  glad  you  did! 
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I  "Fat,  drunk  and  stupid  is  no  way  to  go 


"Light  Fuse. 
Retire  Quickly." 


HERE'S  A  BOOK  FOR  ALL  OF 
those  one-time  12-year-old 
demolition  experts.  Firecrackers: 
The  Art  &  History,  offers  a 
fascinating  survey  of  personal 
explosives  from  their  origins 
in  China  to  their  incorporation 
into  American  culture.  The 
book's  graphics  are  the  four- 
color  reproductions  of  the 
same  beautiful  labels  you  once 
blew  to  smithereens.  Shown 
here:  No  Cha  the  Child  Warrior. 
Ten  Speed  Press,  $19.95. 


DIVING  INVESTMENTS 

One  of  the  most  annoying  aspects  of  scuba  diving,  partial 
for  novices,  is  wrestling  with  the  many  gauges,  gadgets 
hoses  that  hang  over  either  side  of  vour  body.  The  HUB  1 
support  system  integrates  each  dive  component — regulator,  oct 
and  console,  as  well  as  the  usual  oral  inflator  and  dump  valves — I 
the  single  dive  vest  itself.  The  result  is  a  more  organized  and  veh 
underwater  experience.  One  quibble:  It  doesn't  integrate  weig 
which  means  you  still  have  to  wear  a  clunky  weight  belt.  $i,\ 
Dealers:  Mares  America;  (800)  874-J236. 
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"le  Parent  Traps 


N  THE  ETERNAL  CONFLICT 

between  a  child's  right  to 

irivacy  and  a  parent's  right  to 

intrude,  the  little  ones  at  last 

have  the  upper  hand.  These 

awesome  Spy  Detectors  from 

Vild  Planet  Toys  catch  prying 

authority  figures — or  anyone 

2  who's  being  sneaky — in  the 

ct.  The  Invisible  Beam  Alarm 

fires  a  motion-sensitive  ray 
jp  to  20  feet  across  hallways 
id  entrances,  stopping  "acci- 
ltal"  playroom-door  openings 
efore  they  start.  The  Motion- 
Sensor  Alarm  is  good  for 
ilacing  oh  backpacks,  tell-all 

diaries  and  cherished  toys, 

lest  somebody  try  to  "pick 

lem  up"  without  permission. 

After  a  rigorous  evaluation 
t  the  FYI  Toy-Testing  Facility 

in  Queens,  New  York,  chief 
battery-op  assessor  Rebecca 
Enis,  5,  pronounced  the  spy 
jctors  "real  cool,"  "real  loud" 
d  "the  best  way  to  trap  mom 

and  dad."  Added  Rebecca's 


Welcome  Aboard,  Mister  Bond 

Is  IT  ME,  OR  DOES  THIS  SUB  LOOK  SUSPICIOUSLY  LIKE  THE  BATH- 

tub  versions  that  used  to  run  on  baking  soda  when  I  was  a  tyke?  Back 
then,  you  bought  one  with  cereal  box  tops;  this  model  you  buy  with 
$1.4  million.  Then  again,  the  Discovery  1000  is  capable  of  diving  to 
roughly  300  meters,  can  carry  up  to  six  passengers  (depending  on  the 
configuration  you  order),  is  easy  to  drive  and  provides  a  spectacular 
view  from  tall  acrylic  windows.  Two  Discovery  models  have  been  sold 
to  "offshore"  clients,  according  to  Bruce  Jones  of  U.S.  Submarines, 
Inc.,  but  the  craft  is  built  to  American  Bureau  of  Shipping  standards 
and  will  satisfy  U.S.  Coast  Guard  regulations.  "You  wouldn't  want  to 
go  to  a  thousand  feet  in  a  cheap  sub,"  says  Jones.  The  Vero  Beach, 
Florida,  company  has  blueprints  for  five  other  subs  besides  the 
Discovery,  ranging  from  the  Triton  650,  a  tiny  two-man  submersible, 
to  the  Phoenix  1000,  a  217-foot-long,  5,000-square-foot  luxury  sub 
capable  of  transatlantic  crossings.  At  $80  million  a  unit,  there  have 
not  yet  been  any  orders  for  the  Phoenix.  That's  a  lot  of  box  tops. 
For  information,  U.S.  Submarines,  Inc;  (561)  234-4499,  ivww.ussubs.com. 


still-flustered  mother:  "That's 

the  last  time  I'll  try  to  put  away 

her  little  Furby  basket."  $15 

per  pair,  from  Wild  Planet  Toys. 

For  retailers,  (800)  247-6570, 

www.  wildplanet.com. 
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The  Picture  of 

Dormer  Gray 

LOTS  OF  PEOPLE  COMMISSION 
portraits  of  themselves  or  loved 
ones,  but  for  some  reason  never 
get  around  to  ordering  portraits 
of  the  real  star  of  the  family — 
the  house.  You  don't  have  to 
live  in  Windsor  Castle  or  San 
Simeon,  though  it  might  seem  a 
bit  of  a  stretch  if  you  lived  in 
a  trailer  park  and  had  a  painting 
done  of  your  double-wide. 
At  any  rate,  Connecticut  painter 
George  Thompson  specializes 
in  doing  just  this:  capturing  the 
soul  of  your  house  in  oil.  It's  a 
wonderful  gift  for  the  man  or 
woman  of  the  house,  and  not  a 
bad  one  for  the  house  itself. 
Prices  vary  according  to  desired 
size  of  painting,  but  start 
at  $800,  plus  artist's  travel 
expenses.  George  Thompson, 
18E  Brockett  Point  Road, 
Branford,  CT  06405;  (203) 
481-5915. 


No  Sweat,  Please 

This  just  in:  Carrier's  stainless-steel,  automatic  ! 
Autoscaph  sports  watch  on  a  black  rubber  strap- 
a  departure  for  the  jeweler,  whose  haute  watch 
bands  are  more  typically  made  of  alligator,  if  not  solid  goL 
And  while  the  21  is  tough  enough  (with  a  screw-dow 
crown  and  rubber  cabochon,  water-resistant  to  330  ft. 
its  asking  price  of  $1,900  is  gentle  by  Carrier  standard 
Which  makes  this  one  definitely  ready-to-wea 
All  Cartier  boutiques;  (800)  CARTIE. 
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VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755 
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31 -day  retrograding  calendar 

Retrograding  date. 
Day  of  the  week. 
Automatic  movement. 
Silver  dial  with  Roman  Numerals. 
In  white  or  pink  gold,  or  platinum. 


FOR  INFORMATION  CALL  877-862-7555 


You'll  fin 

IM  II  IL  IL  II  O  IN 

or   stars 

/A  IB  O  V  E 
ID  IE  C  IK 

and 


IF  II  V  IE 

IB  IE  IL  O  \\ 


CARIBBEAN 


SOUTH    AMERICA 


Each  night  a 
stellar  gourmett 
meal  awaits  yota 
Freshly  prepare* 
just  as  you  like, 
Created  by 
the  talents 
of  a  world- 
renowned  chef\ 

Afterwards, 

stroll  under  a 

brilliant  ocean  s 

There  you'll  stop 

gaze  at  heaven 

Knowing  you'v 

just  been 

given  a  taste  of 

www.celebritycruises.i 
1-800 -235 -3274  ext. 
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JUST  OUR  TYPE 


The  ferrotype  appeared 
in  1854  as  a  cheap  alternative 
to  the  groundbreaking  daguerreotype,  one  of  the  earliest  processes 
leading  to  modern  photography.  Photographer  Jayne  Hinds  Bidaut 
has  revived  the  ferrotype — or  tin  type — for  contemporary  viewers.  The 
print  itself  is  actually  a  sheet  of  anodized  aluminum  that  Hinds  Bidaut 
treats  chemically  with  her  own  hand  in  a  painstaking  process  that 
sometimes  involves  as  many  as  20  plates  to  get  that  one  desired 
shot.  In  the  end,  no  two  are  alike  because  of  the  way  the  chem- 
icals dry  on  the  plate.  "The  chemistry  just  reacts  certain  ways," 
says  Sarah  Hasted,  gallery  director  at  Ricco/Maresca.  The 
eerie  results  of  this  Victorian-era  process  are  the  warm  ink- 
blacks,  creamy  whites  and  ghostly  grays  of  Hinds  Bidaut's 
nudes  and  insects.  According  to  Hasted,  the  figures  are  mod- 
els, classically  posed  after  19th-century  academy  pictures. 
As  for  the  bugs:  "Insects  are  just  really  cool."  Prices  start  at 
$900.  Contact  Ricco/Maresca;  (212)  627- 481 9.  — JlM  Gialamas 


Built 

For  Speed 

IT'S  SUMMER,  AND  YOU  NEED 
sunglasses.  Why  not  try  some- 
thing a  little. ..racier  than  the 
usual  pair?  Silhouette  Eyewear's 
sleek  titanium  wraparounds 
come  in  orange  (shown),  aqua, 
cobalt,  green  and  silver.  Sexy 
little  convertible  not  included. 
Titanium  sunglasses,  $275, 
from  the  Titan  Minimal  Art 
collection  by  Silhouette 
Eyewear,  at  Saks  Fifth  Avenue, 
New  York;  (212)  753-4000. 
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Let's  Derma-Shave! 


ZIRH'S  TRANSLUCENT  BLUE 

shave  gel  allows  you  to  navigate 

contours  and  shape  hairlines 

more  accurately  than  opaque 

foams  and  creams,  and  oozes 

practically  primordially  with 

a  rich  combination  of  botanicals 

that  work  like  a  salve  to  protect 

your  skin  from  the  ravages  of 

shaving.  Sea  kelp  and  sea 

lettuce  raise  hair  follicles  by 

tightening  the  skin,  permitting  a 

closer  shave.  Aloe  vera  soothes 

irritation.  Ginseng  increases 

blood  flow  and  stimulates 

healing.  And  Irish  moss,  acacia 

and  cinchona  bark  work 

in  unison  to  tone  the  skin  like 

an  aftershave.  Zirh  Shave 

Gel,  $18.50;  (800)  295-8877, 

Zirh.com;  e  Shave  3  blades 

razor,  $52;  (800)  94-SHAVE. 

At  select  Barneys,  Sephora 

and  Neiman  Marcus  stores. 


A  Shoe  is  Bom 

JOHN  LOBB  CUSTOM  SHOES,  THOUGH  MADE  OF  LEATHER,  ARE 
born  of  wood.  In  an  alchemy  of  craftsmanship,  fine  leather  is 
sculpted  on  wooden  lasts,  which,  in  turn,  have  been  carved  from 
slabs  of  beech  the  size  of  firewood  logs.  It's  an  arduous  process,  worlds 
away  from  the  gentility  of  a  John  Lobb  shop,  where  fitter  and  last 
maker  Alain  Sarazin  painstakingly  measures  your  feet  and  discusses 
the  minutia  of  your  shoes-to-be:  black  calf  or  ochre  ostrich?  Pointed 
toes  or  round?  Sarazin  conducts  fittings  semi-annually  at  John  Lobb 
boutiques  around  the  world.  Some  of  these  are  within  Hermes  stores 
(yes,  Hermes — there  are  two  John  Lobb  custom  ateliers:  the  London 
original,  and  a  Paris  branch,  owned  by  Hermes);  others  are  freestand- 
ing, like  the  new  Madison  Avenue  store  opening  in  New  York  this 
summer.  He  then  returns  to  Paris,  images  of  your  shoes  already  fixed 
in  his  mind.  He  carves  the  lasts  himself  (whereupon  you  join  a  select 
club,  including  Martin  Scorsese,  whose  wooden  feet  stand  in  archived 
rows,  ready  for  another  order)  and  oversees  production  of  a  practice 
pair  of  shoes.  At  the  next  appointment,  you  try  these  on  for  a  spin 
around  the  store.  Then  Sarazin  whisks  them  back,  grasps  them  against 
his  leather  apron,  and  slashes  them  fore  and  aft.  Back  on  your  feet,  they 
expose  a  cross-section,  so  Sarazin  can  peer  at  your  toes,  heels  and 
arches  inside.  Corrections  noted,  Sarazin  is  off  to  recalibrate  the  final 
pair,  to  be  delivered  complete  with  handmade  wooden  shoe  trees  that 
are  works  of  art  in  their  own  right.  The  time?  Eight  months.  The  cost? 
Three  grand  ($2,800  for  subsequent  pairs).  The  emotion  you'll  experi- 
ence when  you  hold  your  first  perfect  pair  of  shoes?  Words  cannot 
express.  John  Lobb,  680  Madison  Avenue,  New  York;  (212)  888-9797. 


Js  FORI  I  SFYI 


YEAR    2000     3^-4 
FIRST  STEPS   INTO  THE   NEW  CENTURY 


101  un  nuage 


CAN  EARS  STARE? 
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AVR  500,  AVR  300  and  AVR  100  models  also  available. 

k 


Absolutely.  In  fact,  yoi 
be  able  to  take  your  e 


the  AVR  7000.  It's  th- 


powerful  in  the  new  I 


audio/video  receivers 


Harman  Kardon,  crea 
audio's  greatest  innov; 
more  than  40  years,  i 
the  world's  first  stereo 
The  AVR  7000's  high 
m  —  amplifier  (±75  Amps 
advanced  digital  pro< 


deliver  the  very  best 
Digital,  DTS®  and  HDC 
Component-video  sv, 
multiple  digital  inpi 


room  capability  coml 
on-screen  menus  and  i 
displays  make  this  o 
most  versatile,  easy 
Harman  Kardon  recei 
For  information,  call 


1-800-422-8027  or 


AVR  7000 


www.harmankardon 


Power  for  the  digital  revolution. 


Harmon  Kan 
D1S  i»  a  nn 


ir*d  trademark,  and  Power  few  the  digital  revolution  it  a  trademark,  of  Haiman  Kardon,  Inc    Dolby  «  a  trademark  of  Dolby  Laboroloric 
inrk  ot  Digital  Theater  Syvtemt   Inc    HDCD  it  a  ■  eg.vtcied  tiodcmork  ol  Pocific  Microsome*   <K>Ty°9  Harman  Kardon,  Inc 
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]an  Leg  Shackles  Be  Far  Behind? 

IOBODY  MINDS  A  SHORT  HOP  ON  A  BOEING  737  FROM.  SAY. 
ndianapolis  to  Memphis.  The  plane  is  small  and  cramped. 
iut  it's  intended  for  brief  flights,  right?  Not  anymore,  amigo. 
lelow  is  a  list  of  airlines  using  the  new.  more  fuel-efficient 
37-700"  or  737-800  for  flights  of  1.700  miles  or  further. 
low  about  six  hours  on  a  packed  flight — with  two  bathrooms 
ier  150  coach  passengers — from  Boston  to  Burbank? 
levvark  to  Mexico  City?  Throw  in  a  couple  of  toddlers  and 
ou're  off  on  a  magical  vacation.  Recently,  the  Consumer 
Reports  Travel  Letter  named  the  airlines  running  this  new 
ame.  Call  your  travel  agent  before  YOU  fly  this  summer. 


ROM  " 

TO                                         MILEAGE 

American 

ioston 

San  Jose 

2688 

ioston 

Burbank 

2611 

>ai\  Jose 

Hartford 

2604 

ioston 

Seattle 

2496 

iuffalo 

Seattle 

2122 

>.in  Jose 

Detroit 

2062 

>an  Jose 

Chicago 

1829 

\merica  West 

lewark 

Las  Vegas 

2242 

Jewark 

Panama  City.  Panama 

2199 

Houston  (Hobby) 

Seattle 

1893 

Continental 

fellas 

Anchorage 

3043 

.os  Angeles 

Boston 

2611 

Jewark 

San  Francisco 

2565 

Jew  York  (LGA) 

San  Francisco 

2565 

tan  Jose 

Newark 

2548 

Newark 

Seattle 

2412 

laltimore  (BWI) 

Los  Angeles 

2311 

Washington  (Natl) 

Los  Angeles 

2311 

lewark 

Las  Vegas 

2242 

iow  York  (LGA) 

Las  Vegas 

2242 

lewark 

Caracas 

2108 

Jewark 

Mexico  City 

2076 

louston  (Int'l) 

Aruba 

2019 

Washington  (Nafl) 

San  Salvador 

1883 

Washington  (Nat'l) 

Mexico  City 

1877 

)elta 

tlanta 

Caracas 

1932 

tl.inta 

Panama  City,  Panama 

1720 

outhwest 

altimore  (BWI) 

Oakland 

2456 

altimore  (BWI) 

San  Jose 

2423 

altimore  (BWI) 

Reno 

2243 

altimore  (BWI) 

Phoenix 

1998 

Airlines  may  shift  aircraft  from  month  to  month  or  use  more  than  one 

1  plane  on  a  route  depending  on  departure  time. 
Above-mentioned  routes  may  use  737  aircraft  one-way  only. 
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I'm  Looking  For 
Something  In  Kudu  Skin? 

IAMI'S  SOUTH  BEACH  IS  DEFINED 
by  the  soft  light,  the  Art  Deco  buildings 
and  the  copious  display  of  cleavage  along 
Ocean  Drive.  The  cleavage,  of  course,  is  defined  by 
those  bikinis:  Brazilian  cuts,  bandeaux,  skimpies, 
tankinis...the  array  is  awesome.  But  as  a  result,  it's 
hard  for  a  girl  to  stand  out. 

Unless  you  know  Fernando  Garcia.  Since  he  first 
began  designing  clothes  in  the  mid-1980s,  Garcia,  35, 
has  been  the  South  Beach  fashion  designer,  em- 
bodying the  scene's  fusion  of  sophistication  and 
skin.  Back  then,  he  called  his  MntAltayBaja  Costura, 
or  High  and  Low  Fashion,  and  orchestrated  raucous 
midnight  fashion  shows  that  were  more  like  parties 
than  exhibitions.  Today  he's  Fernando  Garcia  Miami 
Beach,  and  his  elegantly  constructed  dresses  and 
sterling  silver-ornamented  bathing  suits  attract 
the  purchasing  power  of  women  like  Jada  Pinkett, 
Christie  Brinkley  and  Gloria  Estefan. 

We  met  Garcia  at  his  showroom.  With  its  black- 
and-Day-Glo  paint  job  and  chairs  shaped  like  hands, 
it  looks  like  a  teenage  boy's  idea  of  a  chick  trap.  He 
may  have  gone  upscale,  but  Garcia  hasn't  forgotten 
his  roots.  "For  custom  clients,  I  make  bikinis  from 
materials  like  python  skin  and  Mongolian  lamb 
fringe,"  he  said,  tugging  on  the  measuring  tape  he 
wears  as  a  choker.  "For  the  right 
price,  in  24  hours  I  can  make 
a  fitted  bikini  in  any  mate- 
rial you  want."  Black  fox? 
Yep.  Austrian  crystal? 
No  problem.  Indeed, 
Garcia's  axiom  is,  if  you . 
can't  think  of  something 
wild  enough — some- 
thing, well,  South 
Beach  enough — he  A 
can.  By  appoint- 
ment. Fernando 
Garcia  Miami  Beach, 
ijyo  Washington  Ave- 
nue #307,  Miami  Beach, 
FL;  (305)  532-1413. 

— Eugenia  Bone 
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University  of  Texas  researchers  Kelly 
Raley  and  Jenifer  Bratter  asked 
singles  between  the  ages  of  19  and 
34  to  rank,  on  a  scale  of  1  to  7,  how 
likely  they  would  be  to  marry  some- 
one with  the  following  character- 
istics, with  7  being  the  most  likely. 

Women  Mean  Score 

Earns  more  money  5.87 

More  education  5.70 

Five  years  older  5.20 

Unattractive  4.25 

Different  religion  4.20 

Less  education  4.07 

Earns  less  money  3.67 

Previously  married  3.55 

Has  a  child  3.42 

Different  race  3.11 

Five  years  younger  2.78 

Cannot  hold  a  steady  job  1.70 


Sweets  Smelling 

RED  ROSE  BLOSSOMS  BY 
another  name. ..might  be  called 
sorbet.  So,  for  that  matter, 
might  an  herb  like  sage  or 
cilantro,  or  a  spice  like  black 
peppercorn.  Dallas-based  Out 
of  a  Flower,  Inc.  renders  these 
unexpected  ingredients  into 
award-winning  frozen  confec- 
tions. Choose  from  flavors  like 
Pink  Grapefruit  and  Tarragon 
(left),  Pear  and  Cinnamon  Basil 
or  this  summer's  seasonal  spe- 
cials— Cantaloupe  and  Oregano; 
Mango  with  Rosemary,  Sage 
and  Jalapeno;  and  Cherimoya. 
About  $7  per  pint.  Out  of  a 
Flower,  Inc.;  (214)  630-3136. 


Men 


Mean  Score 


Let's 

Hear  It 

For  New  Jerseys 


More  education  5.12 

Earns  more  money  5.11 

Earns  less  money  4.61 

Less  education  4.61 

Five  years  younger  4.52 

Different  religion  4.21 

Five  years  older  4.15 

Unattractive  3.50 

Previously  married  3.48 

Different  race  3.39 

Has  a  child  2.92 

Cannot  hold  a  steady  job  2.77 


IF  YOU  GREW  UP  IN  MICHIGAN,  ATtB  PlCE  IN  CALM 

ornia,  then  started  a  career  in,  say,  I\ewYork  City,  then  you'fl 
probably  suffering  from  Displaced  Sports  Fan  Anxiety  Syndrom* 
(DSFAS).  It  was  during  a  nasty  flare-up  of  the  disorder  that  Darj 
Winters,  a  Seattle-based  cheesehead  who  "bleeds  green  and  gold, 
came  up  with  the  cure.  Hometownfan.com  sells  the  sportswear  oj 
professional,  amateur  and  college  teams  all  over  the  country.  At  th< 
moment,  it  has  a  huge  selection,  but  by  midsummer  the  compare 
plans  an  enormous  one,  thus  fulfilling  its  motto,  "Any  sport,  an; 
team,  anywhere."  Don  your  Michigan  State  football  jersey  witl 
pride,  and  your  Cal  Golden  Bears  cap,  and  have  a  seat  in  your  Nev 
York  Yankees  beanbag  chair,  if  you  must.  www. hometownfan.com 
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ON'T  MISTAKE 
Street   Address 

>r  Where  You  Actually 

LIVE. 


LLBeari 

start  here 
GO  ANYWHERE" 


FOR    YOUR 
FREE   CATALOG 

CALL   US    AT 
l-800.784.740S 

T0SH°»w,TH   USON.LINE 


V  l  si 


T  """Hbean.com 


'«ttp0 
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BOX  TOPS 


SOME  CARS  HAVE  TO  STRIVE 
for  greatness;  to  others  it  just 
comes  naturally.  It  must  mad- 
den the  competition  to  share  the  road  with  the  Porsche  Boxster. 
Like  the  flawless  high-school  quarterback,  the  Boxster  is  slick,  so- 
phisticated, smart,  gorgeous — and  it's  all  seemingly  effortless. 
And  now,  with  the  introduction  of  the  Boxster  S,  the  Boxster  is  buff. 
Porsche  aficionados  know  that  the  company's  "S"  classification 
is  no  mere  cosmetic  title  (remember  the  91  IS  series?).  This  road- 
ster's horsepower  has  increased  from  217  in  the  regular  Boxster 
to  250  in  the  S.  That  translates  to  0-60  in  5.7  seconds.  The  mid- 
engine  S  will,  in  fact,  break  all  U.S.  speed  limits  in  second  gear,  with 
four  gears  left  over.  Drivers  can  opt  for  Tiptronic  S  that  allows 
a  choice  between  an  automatic  setting  or  a  manual  setting  that 
shifts  by  using  thumb-mounted  switches  on  the  steering  wheel,  just 
as  the  Formula  1  cars  do.  (Frankly,  we  hope  that  this  irritating  trend 
doesn't  become  widespread.)  It's  probably  enough  to  say  that  the 
Boxster's  awesome  brakes  were  inspired  by  the  Porsche  GT1  race- 
car.  So  proud  was  the  company  of  this  achievement,  in  fact,  that  it's 
painted  the  S's  calipers  a  brilliant  "see-me"  red.  Another  notable  in- 
clusion: A  retractable  rear  spoiler  situated  between  the  rear  taillights 
deploys  at  speeds  over  75  mph  when  the  wing-shaped  roadster  is 
most  likely  to  begin  lifting  off.  The  $50,000  S's  interior  is  classic 
Porsche,  which  is  to  say  logical  and  spare  and  lovely.  Our  advice, 
however,  is  that  if  you  do  decide  to  add  the  Global  Positioning 
Satellite  navigation  system  with  its  five-inch  color  screen,  please 
choose  second  gear  while  you're  trying  to  figure  out  how  it  works. 


We'll  Stick  with  Our 
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The  preferred  undergarment 
of  the  Duke  of  Windsor,  these  | 
cotton  shirting-fabric  boxer  shorts 
button  into  fine  wool  trousers 
made-to-order  by  Kiton  for  ease 
of  dressing  when  one's  valet  has 
the  day  off.  Trouser  cuffs  also  un- 
button to  facilitate  lint  removal. 
Hand-cut  and  -sewn  in  Italy.  $8oo. 
For  more  information,  fax  Kiton, 
(212)  J02-911J.  At  Bergdotf  Goodman 
Men,  New  York;  Louis,  Boston;  and 
select  Neiman  Marcus  stores. 
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Money  knows  no  loyalty.  It  doesn't  care  who  you  are.  It  doesn't  care  how  much  you  love 
the  people  who  depend  on  you.  Keeping  it  or  not  keeping  it  is  up  to  you.  For  over  90  years  we've 
helped  manage  the  assets  of  some  of  America's  wealthiest  families.  Growing  and  protecting  their 
money.  Giving  them  the  financial  security  to  enjoy  life  to  the  fullest. 

Over  the  years  our  clients  have  come  to  expect  the  unprecedented  level  of  attention  and 
service  we  provide.  We  can  do  the  same  for  you  and  your  family. 

.  For  more  information,  call  (800)  814-8386,  and  find  out  how  your  money  can  remain 
your  money. 
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How  Green 
Is  My  Vino 


THE  WINE  IS  LIGHT,  INSOUCIANT, 
bordering  on  bubbly.  It  breathes 
youth.  If  it  wasn't  born  last  fall, 
it's  too  old  for  you.  It's  literally 
and  figuratively  green,  crackling 
and  full  of  energy.  Low  alcohol 
content  (8.5-10%)  bucks  the 
boneheaded  California-led  trend 
towards  stronger  and  stronger 
wines;  you  can  sip  half  a  bottle 
and  still  find  the  sweet  spot 
on  your  racket  or  drive  without  a 
qualm.  Psst:  You  could  even 
drink  at  lunch. 

Vinho  Verde  is  from  the 
northwest  of  Portugal,  inland 
from  the  torporous  port 
of  Oporto,  home  o'  Port.  (A 
palindrome  in  there  somewhere.) 
It's  the  largest  demarcated  wine 
region  of  Portugal  and  the  oldest. 
Well  before  Y1K,  oenophile 
Christians  beat  back  teetotaling 
Moors  swarming  north  through 


Perhaps  you  weren't  raised  in  a  palace,  but  you  can  live 
la  vie  de  chateau  right  now.  Finding  spectacular  antiques  that  look 
like  they've  been  in  your  family  for  generations  is  easy — just  shop 
the  Biennale  des  Antiquaires  this  September,  in  Paris.  No  Antiques 
Roadshow,  this:  The  Biennale  is  a  40-year-old  institution,  featur- 
ing an  exclusive  group  of  dealers  (like  Jacques  Perrin,  of  Paris, 
right)  in  exhibition  space  beneath  the  Louvre.  The  opening-night 
party  brings  out  la  crime  of  French  society,  so  you  may  have 
to  elbow  past  Catherine  Deneuve  to  get  at  that  Louis-Philippe 
armoire.  You'll -also  see  curators  and  collectors  from  around  the 
world,  all  vying  for  the  best  in  furniture,  tapestries,  manuscripts, 
Daintings  and  more.  Everything  you'll  need — along  with  a  hefty 
redit  line — to  transform  your  home  into  your  casde.  XX Biennale 
ies  Antiquaires  at  the  Carrousel  du  Louvre,  September  14-October  1, 
n  Paris.  Tickets,  J3-1-44-51-74-74,  syndicat@antiquaires-sna.com. 


the  Iberian  peninsula.  On  the 
whole  this  was  A  Good  Thing, 
although  a  bit  later  the  region  did 
spawn  one  of  two  huge  success 
stories,  those  quintessential 
BYOB  bottles,  Lancers  and 
Mateus  Rose,  which  have  greased 
the  skids  of  a  billion  Anglo- 
Saxon  dates  and  doubtless  the 
odd  Moorish  one. 

But  don't  let  that  sway  you: 
W  is  green,  not  pink;  dry, 
not  sugary;  like  drinking  a  fresh 
breeze  off  the  hard  Atlantic  swell. 
Most  reliable  producer:  Quinta 
da  Aveleda.  Look  for  their 
varietal  Ws:  Loureiro  or  Traja- 
dura.  For  the  real  W  experience 
steer  clear  of  Alvarinhos  (they're 
not  as  good  as  the  Galician 
Albarinos  and  they're  full- 
strength).  Glorious  in  the  heat, 
refreshing  not  buzzy,  W 
loves  light,  cheesy  thingies, 
salads,  veggies  crude  or  roasted, 
all  kinds  of  seafood.  Drink  it  cold, 
drink  it  young.— TONY  HENDRA 
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The  Origin  and 


Development  of 
The  Lobster. Bib 


Dlume  II:  Rome  to  the  Present  Era) 

By  Christopher  Buckley 


i 


)  20 — Pristinus,  tunic-maker  to  Roman  emperor 

terius  Caesar,  is  tasked  with  protecting  the  imperial  purple 

e  from  stains  caused  by  seafood  particles  during  the 

peror's  prolonged  feasts  on  the  Isle  of  Capri.  He  devises    „gj 

rotective  garment  that  he  calls  a  "bibulus,"  because 

lso  protects  Tiberius'  clothes  from  imperial  drool 

sed  by  drunken  gorging.  The  bibulus  is  embroidered 

h  rubies  in  the  form  of  a  Mediterranean  spiny  , 

ster.  Tiberius'  mother,  Livia,  comments  in  front 

he  entire  court  that  the  garment  makes  her  son 

(like  a  Zoroastrian  hermaphrodite.  Tiberius  makes 

;tinus  eat  the  bibulus  and  has  him  thrown  off  the  cliff 

n  the  imperial  villa.  The  incident  has  a  chilling  effect 

nirther  lobster  bib  R&D. 

64 — Ergo  of  Fluny,  a  Benedictine  abbot,  oversees 

k  on  Les  Milks  Malheures  du  Beurre,  a  thousand-page 

;trated  manuscript  depicting  the  evil  effects  of  drawn 

er  spilled  on  priestly  vestments.  Ergo's  interest  in  this 

logically  recondite  area  is  due  to  a  previous  manuscript 

c.ng  been  ruined  by  a  monk-scribe  prone  to  snacking, 

»  dribbled  food  onto  it,  thereby  ruining  12  years  of 

.munal  labor.  The  book  is  denounced  as  heretical  by  Pope 

)lent  III  on  the  grounds  that  melted  butter  on  priesdy  gar- 

ts  is  an  outward  manifestation  of  divine  grease  (foigrasse). 

ictions  of  Ergo  being  lowered  into  the  papal  pot  of  boil 

water  become  a  popular  motif  among  medieval  artists. 

22 — Padraigggth  Cro  Ma  Uch  Na  Gorbthflp,  called  Ana 

.ck,  or  more  simply,  Anapaddy,  a  Celtic  slave  from  Ireland,  saves 

English  owner  when  he  falls  into  a  pool  of  holy  lobsters.  Anapatrick  loses 

•  in  the  process,  but  is  granted  his  freedom  by  his  grateful  master.  As  a  sign 

s  manumission,  Anapaddy  is  given  a  hempen  apron  crudely  decorated  with 
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The  Louis  Cartier  Pen 

AVAILABLE  AT 

ALL  CARTIER  BOUTIQUES, 
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AND  COLORADO  PEN  CO. 
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Arkansas 

Vanness,  Little  Rock 

Arizona 

Cornelia  Park,  Phoenix 
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Edwards  Luggage,  Palo  Alto 

Golden  Gate  Pen, 
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Malibu  Colony,  Malibu 

Signatore,  San  Francisco 

Colorado 

Pen  Perfecto,  Aspen 

Hawaii 

Honolulu  Pen  Shop,  Honolulu 

Nevada 

Tolstoy's,  Las  Vegas 
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Penwright,  Dallas 

Utah 
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Washington 
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several  lobsters  of  fierce  aspect.  The 
garment,  remnants  of  which  are  on 
display  at  Trinity  College,  Dublin,  is 
thought  by  scholars  to  have  been  both 
the  first  full-length  bib  as  well  as  the 
first  to  depict  multiple  lobsters. 

892 — Grim  the  Odious,  a  highly 
unpopular  Viking,  begins  using  buxom 
women  as  human  lobster  bibs  after 
his  raids  on  English  fishing  villages. 
Grim  decides  that  this  is  a  superior 
method  of  shielding  his  breastplate 
from  chunks  of  raw  shellfish  than 
using  the  flayed  hides  of  defeated 
warriors.  From  this  point  on,  con- 
temporary accounts  begin  referring  to 
him  as  Grim  Mellowpuss. 

1000 — Norseman  Leif  Ericsson 
lands  in  what  is  now  Bar  Harbor, 
Maine,  thereby  discovering  the  West- 
ern Hemisphere.  He  and  his  men  are 
met  by  natives,  who,  taking  Ericsson's 


dripping  off  "lobbesters  and  othi 
such  crustacean  victualles  that  dril 
bleth  from  our  mouthes  whilst  feas 
inge  and  whoringe."  King  Johi 
weary  from  last  year's  meeting  wil 
barons  at  Runnymede,  signs  the  doi 
ument,  which  will  become  known ; 
the  Magna  a  la  Carta,  but  he  holds  fin 
on  his  refusal  to  provide  the  baroi 
with  "moiste  towelettes." 

1240 — A  bib  alleged  to  have  bee 
used  by  Jesus  at  the  so-called  Clan 
bake  of  Cana  is  given  to  William  < 
Dipp,  a  knight-crusader,  by  son 
Muslims  he  is  about  to  behead, 
exchange  for  not  beheading  ther 
The  bib  shows  what  appears  to  1 
a  man's  chest  soaked  in  butter  ai 
the  impression  of  two  lobster  claw 
William  gives  the  bib  to  an  arc 
bishop  in  return  for  a  temporal 
dulgence  and  what  is  now  Yorkshii 


11 


irim  the  Odious,  a  highly  unpopular  Viking, 
legins  using  buxom  women  as  human  lobst 
libs  after  his  raids  on  English  fishing  village* 


arrival  as  an  ill  omen,  pelt  them  with 
rocks,  driftwood  and  the  plentiful 
creatures  that  they  call  "stupid  slow- 
moving  things  that  turn  pink  when 
you  drop  them  in  hot  water."  The 
creatures,  whose  names  will  event- 
ually be  shortened  to  "lobstahs," 
bounce  harmlessly  off  the  breastplates 
of  the  Vikings,  but  the  gesture  annoys 
the  Norsemen,  already  grumpy  after 
being  blown  thousands  of  miles 
off  course  by  savage  storms,  so  they 
slaughter  the  Indians.  Afterwards,  the 
hungry  Vikings  eat  the  creatures, 
which  have  conveniently  been  shat- 
tered into  edible  pieces  by  the  metal 
breastplates.  For  the  next  two  cen- 
turies, Vikings  will  break  lobsters  by 
slamming  them  against  their  chests, 
but  these  "hard  bibs"  will  soon  give 
way  to  "soft  bibs"  as  people  become 
less  violent  in  their  dining  habits. 

1216 — The  English  "red"  barons 
and  King  John  meet  at  Runnymede, 
where  the  barons  assert  their  right  to 
wear  "bibbes"  to  protect  their  chain 
mail  from  being  rusted  by  seawater 


It  disappears  from  history  until  13! 
when  it  reappears  in  the  Conve 
of  the  Wretched  Sisters  of  Pern 
in  Umbria.  They  display  the  bib 
a  holy  relic,  drawing  pilgrimages  a 
donations.  In  1395,  the  order  chan 
its  name  to  the  Formerly  Wretch 
Sisters  of  Penury  and  purchases  w 
is  now  Umbria. 

1994 — Bowing  to  pressure  fr< 
the  Vatican,  whose  scholars  can  fi 
no  reference  to  a  Cana  Clambake 
the  life  of  Jesus,  the  Extremely  Wi 
Off  Sisters  of  Penury  allow  a  te 
from  Cal-Tech's  Jet  Propulsion  I 
and  the  Cornell  Institute  of  Bib| 
logical  Studies  to  subject  the 
to  sophisticated  spectrographic 
carbon-14  analysis.  The  experts  ci 
elude  that  the  bib  is  in  fact  a  f 
and  moreover,  that  crustaceans  w 
unknown  in  the  Sea  of  Galil 
Nonetheless,  the  bib  continues  t 
revered  by  many,  in  particular 
group  of  strict  penitents  who  flaj 
late  themselves  with  lobsters  as  i 
of  their  annual  Lenten  observanq 
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Power  Call 


lirty  million  volts  is  God's  way  of  saying,  "Anybody  home?" 

By  Patrick  Cooke 


NAH  AND  HIS  GOOD  WIFE,  SARAH,  KNOW  NOT  WHY  THE  LORD  SMOTE 

ir  house  in  Stamford,  Connecticut.  All  day  on  a  Sunday  in  May  last  year,  a 
•k  cloud  formed  in  the  firmament,  begetting  a  powerful  lightning  bolt  that 
uld  descend  upon  them  in  a  fraction  of  a  second  from  ten  miles  above, 
vas  but  one  of  the  ten  million  bolts  that  the  heavens  cast  forth  every  day 
iund  the  world,  each  a  mere  one 
h  thick  but  hotter  than  the  surface 
he  sun.  Jonah  and  Sarah  dwelt  not 
the  highest  hill  in  town,  nor  did 
:ir  house  stand  alone  in  an  empty 
Id.  Rather,  they  lived  in  a  typical, 
/land  suburb,  upright  and  God- 
Ting  even  before  the  lightning 
lick.  Very  God-fearing  afterward. 
"The  strange  thing  is,"  says  Jonah, 
had  been  a  beautiful  spring  day 
the  night  we  got  hit.  I  remember 
drove  up  to  Walhngford  for  my 
:p  school  reunion  picnic.  When 
drove  back  to  Stamford  later  that 
'  there  wasn't  a  cloud  in  the  sky. 
■That  night  I  had  a  bit  of  a  cold 
[  went  to  bed  about  nine  o'clock, 
exactly  five  minutes  of  midnight, 

ah  started  shaking  me,  yelling, 
1,  my  God!  Did  you  hear  that? 
at  was  the  loudest  thunderclap 

ever  heard!'  She  was  just  shaking 
h  fright." 

onah  immediately  clutched  his 
e  while  outside  the  wind  blew  so 

cely  that  they  felt  as  if  the  house 

being  ripped  apart.  "While  Sarah 

I  talking  to  me,"  Jonah  recalls, 

sounded  suddenly  like  a  plane 

hed  into  the  house  next  door.  In 

,  that's  what  I  thought  it  was.  My 

i  screamed,  jumped  off  the  bed 

ran  downstairs.  She  was  yelling 
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that — for  some  reason — she  needed  "I  got  myself  together  after  a  see- 
to  turn  all  the  lights  off.  Maybe  she  ond  and  ran  downstairs.  Our  three 
was  reverting  to  a  childlike  belief  that  dogs  were  going  crazy.  Sarah  was 
we  could  hide  from  the  storm,  but  at  sitting  on  the  floor  surrounded  by 
the  time  she  was  convinced  that  we'd  broken  glass.  Everywhere  was  this 

'It  was  as  if  somebody  took  a  flashbulb,  put 
t  up  against  my  eye,  fired  it,  and  set  off 
a  bomb  under  the  bed  at  the  same  time.  The 
sensation  was  just  unbelievable." 


be  blown  up  with  the  lights  on." 

For  a  few  moments,  Jonah  lay 
alone  in  the  dark,  listening  to  the 
wind  beat  at  the  windows,  and 
wondering  what  to  do.  "Then,  maybe 
20  seconds  later,"  he  says,  "it  was  as 
if  somebody  took  a  flashbulb,  put  it 
up  against  my  eye,  fired  it,  and  set  off 
a  bomb  under  the  bed  at  the  same 
time.  The  sensation  was  just  unbe- 
lievable. It  was  the  loudest  sound 
I've  ever  endured,  followed  bv  this 
incredible  ringing  in  my  ears.  I  was 
entirely  disoriented. 


shadowy  smoke  like  a  fog  in  the 
room  and  an  acrid  burning  smell." 

And  just  like  that,  the  storm  was 
over. 

A  single  lightning  bolt  can  carry 
anywhere  from  10  million  to  30  mil- 
lion volts,  and  literally  burns  the  air 
as  it  passes  through  it. 

"All  of  the  lights  that  had  been  on 
blew  out.  Some  of  the  bulbs  that  were 
off  had  melted.  I  found  a  flashlight 
and  walked  out  to  the  home  office 
we'd  just  added  onto  the  house.  There 
was  this  haze  and  the  smell  of  ozone. 


One  of  the  two  five-foot  window 
at  the  end  of  the  room  was  intac 
The  other  was  blown  out  into  th 
yard.  The  force  of  the  blast  runnin 
through  the  wiring  blew  an  alarr 
clock  ten  feet  into  the  middle  of  th 
floor,  taking  the  wall  wiring  with  i 

"Anywhere  there  had  been  an  elec 
trical  outlet  in  the  room,  now  ther 
was  just  a  jagged  burn  hole.  Nail 
in  the  Sheetrock  got  blasted  out  c 
the  wall.  Our  two  computers  wer 
fried,  even  with  three  built-in  surg 
suppressors.  The  microwave?  Meltec 
The  television?  Slag." 

Jonah  and  Sarah  held  each  otht 
and  thought:  Why  aren  't  we  dead? 

"We  took  the  flashlight  and  wei 
outside.  The  first  thing  I  saw  was 
hole — an  actual  hole — in  the  side  ( 
the  house  where  the  charcoal  grill  ha 
been  lifted  up  and  hurled  into  the  wi 
with  incredible  force. 

"Next  I  went  around  to  the  garaj 
and  there  was  a  five-foot  scorch  mai 
on  the  siding.  We'd  put  in  an  unde 
ground  invisible  fence  system  to  ke( 
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Even  the  most 

savvy  travelers  can  use 

a  helping  hand. 


frequent  international  travelers,  it 
be  more  than  a  trifle  challenging 
lg  to  juggle  schedules  in  two 
xent  time  zones.  For  these  highly 
ile  executives,  there's  the  Rolex 
T-Master  II.  This  ruggedly 
Isome  and  dependable  timepiece  is 


equipped  with  a  supplementary  24-hour 
hand  that  enables  a  traveler  to 
determine  at  a  glance  the  time  in 
a  second  time  zone.  This  makes 
international  travel  a  little  less 
disorienting,  and  shows  that  for  weary 
travelers  four  hands  can  be  just  the  ticket. 


f 


)yster  Perpetual  GMT-Master  II  in  stainless  steel  with  matching  Oysterlock  bracelet.  For  the  name  and  location  of  an  Official   TJ  /^  T    "U'  "V 
eweler  near  you,  please  call   1-800-36ROLEX.   Rolex,  f,  Oyster  Perpetual,  GMT-Master  II  and  Oysterlock  are  trademarks.    .LVvJ-Lj.lij.lV 
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G    COMPANY    NATIONWIDE.    BATTAGLIA    FT     LAUDERDALE.    MIAMI.    ORLAI 
IL  NATIONWIDE,  LARRY'S  DALLAS.   DENVER.  HOUSTON.   FT    WORTH.  SAN  ANTC 


dogs  in  the  yard,  and  the  scorch 
rk  was  where  the  system's  trans- 
fer was  supposed  to  be.  Most  of 
unit  had  just  vaporized.  Some 
:es  were  30  yards  away,  some  were 
>edded  six  inches  into  the  ground. 
:  never  found  a  piece  any  bigger 
n  about  two  inches  across." 
\.t  last  the  fire  department  showed 
says  Jonah.  And  they  too  were 
nbstruck. 

'The  firemen  figured  that  the 
itning  hit  the  dog's  invisible  fence 
[just  ran  all  over  the  house  search- 
for  a  way  out.  There  was  a  60- 
t  trench  in  the  yard  where  the  dog 
ce  blasted  up  out  of  the  ground, 
awing  clods  of  dirt  dozens  of  feet 
iy."  One  of  the  firemen  told  the 
pie,  "It  looks  like  this  thing  came 
king  for  you." 

[n  the  weeks  and  months  that 

owed,  Jonah  and  his  wife  contin- 

l  to  find  evidence  of  the  Lord's 

ible  swift  sword.  The  copper  pipes 

he  house,  for  example,  had  burst 

ltiple  pinhole  leaks,  one  so  diffi- 

:  to  detect  that  it  wasn't  found  until 

eiling  full  of  water  and  plaster 

shed  onto  the  dining  room  table. 

'Then  again,  we  really  had  no 

ning  water,  because  the  lightning 

lted  the  pump  in  our  well  120 

:  down."  For  months  the  couple 

ight  bottled  drinking  water.  They 

d  the  bathroom  at  the  gas  station 

showered  at  the  gym.  And  every 

for  a  year,  scores  of  workmen's 

s  would  be  parked  butt-to-snout 

md  down  the  driveway. 

The  weird  part  is  that  after  the 

<e  the  house  started  behaving 

ngely,"  remembers  Jonah.  "For 

nple,  you  could  put  a  tennis  ball 

he  middle  of  the  room  on  the 

iwood  floor  and  it  would  stay 

e  for  about  four  hours.  Then  it 

dd  start  rolling  away  by  itself. 

ks  in  the  parts  of  the  house  that 

sn't  as  badly  damaged  when  the 

tning  struck  still  ran  for  about  30 

nds  after  you  unplugged  them. 

months  you'd  get  a  shock  when- 

you  touched  anything  metal, 

the  neighbor's  phone  calls  came 


Stuttering  Didn't  Silence  His  Story, 


20/20's  John  Stossel  knows 
news.  He  also  knows  what 
it's  like  to  deal  with  a 
stuttering  problem.  John 
still  struggles  with 
stuttering  yet  has  become 
one  of  the  most  successful 
reporters  in  broadcast 
journalism  today. 


For  more  information  on  what 
you  can  do  about  stuttering, 
write  or  call  us  toll-free. 


Stuttering 
Foundation 

of  America 

A  Nonprofit  Organization 

Since  1947 — Helping  Those  Who  Stutter 


1-800-992-9392 

www.stutterSFA.org 

3100  Walnut  Grove  Road,  Suite  603  •  P.O.  Box  1 1749  •  Memphis,  TN  381 1 1-0749 


'HAT'S  KEEPING  YOU  FROM  OWNING  A 


HOME  SURROUNDED  BY  TWO  JACK  NICKLAUS 


SIGNATURE  GOLF  COURSES? 


Nam 


Aidn 


City  /Stmt /Zip 


Phone 

Complete  and  mail  to: 
Las  Campanas  Santa  Fe,  218  Camino  La  Tierra,  Santa  Fe,  NM  8  150 1  2: 

or  fax  to  505-983-3610  f 

^"s,     Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value. 

1*1     if  any.  of  this  property  This  is  not  an  offering  to  residents  of  any  state  where  prohibited  by  law.  Warning:  The  California  Department 

•oBmS?"  nf  Rp'al  Fstate  has  not  insoected.  examined  or  Qualified  this  offerina 


view 


DAN'S  END    \S  sKEN   FROM   THE   ROYAL  SUITE 

S  have  arrived  in  a  world  where  hospitality  is  defined  by  attention  to  detail. 
Where  I  was  escorted  to  my  room  to  register  in  privacy,  a  luxury  afforded  to  every  guest. 
That  world  is  Halekulani,  far  from  reality...  close  to  perfection. 
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House  Befitting  Heaven 


AAA  FIVE  DIAMOND  HOTEL  AND  RESTAURANT 

Call    your    travel    planner   or 

800.367.2343 

Honolulu,    H awai i 


'flrlsmlafHcKk  MOTE  LS&  RESORTS 

fitted-  of  HALEKULANI 
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to  our  house.  The  creepiest  thing 
that  for  a  long  time  the  dogs  wou 
bark  uncontrollably  at  the  blank  w 
for  no  reason. 

"One  day  I  went  down  to  t 
basement  following  this  rotti: 
smell  and  discovered  a  strange  he 
in  the  wall  with  roots  coming  out 
it.  I  screamed  and  ran  upstairs  a: 
locked  the  door.  I  was  so  paranc 
by  then  that  I  thought  the  lightni 
opened  a  portal  to  the  underworl 
something — I've  seen  Hel/raiser  th 
times — or  that  we  were  living  on 
of  an  old  Indian  burial  ground." 

Life  after  the  strike  eventua 
became   more  maddening 
frightening,  says  Jonah,  and  he  ca 
to  the  end  of  his  rope  one  morni 
not  long  ago  as  he  was  preparing 
go  to  work.  "After  we  had  wa 
again,  and  while  the  plumbing 
being  fixed,  I  put  together  a  sho^ 
in  the  yard  by  running  a  hose 
of  the  window  from  the  kite 
sink.  You  stood  in  this  kiddie  p 
behind  a  tarp  washing  your 
while  workmen  were  running 
over  the  place." 

By  the  end  of  September,  he 
ever,  it  was  chilly  and  there 
much  wailing  and  gnashing  of  te 
behind  the  morning  tarp.  Like 
discomfited,  Jonah  begged  the  L( 
"Are  my  days  not  few?  Cease  th 
and  let  me  alone,  that  I  may 
comfort  a  little " 

The  Lord  has  laid  off  a  bit  1 
ly — Jonah  and  Sarah  now  bathe 
doors  at  least — but  they  don't  bel 
that  the  house  will  ever  be  the  s; 
as  it  was  before.  In  an  instant,  it 
driven  into  misery. 

Lo,  it  is  easy  to  laugh  at  a  i 
standing  in  a  kiddie  pool,  showe: 
and  freezing  his  loins  off  in  his  b? 
yard.  Easy  as  well  to  believe  th 
will  never  happen  to  you,  and  tc 
pose  your  trust  in  the  loving  Go 
Psalm  145:8:  "The  Lord  is  graci 
and  full  of  compassion;  slow  to  ai 
and  of  great  mercy." 

But  just  in  case,  a  good  lighq 
rod  will  run  you  about  a  hun 
bucks.  • 


ROGER  DUBUIS 

horloger  genevois 
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MuchMore 


WINDOWS  PERPETUAL  CALENDAR 

features:  18K  white  or  rose  gold  case.  Mechanical  hand-assembled  movement.  25  jewels.  Limited  production  of  28  pieces. 

available  at:  CELLINI,  Hotel  Waldorf  Astoria.  Park  Avenue  at  49th  Street.  New  York.  NY  10022 

&  509  Madison  Avenue  at  53rd  Street.  New  York.  NY  10022 

For  further  information  on  this  and  other  watches  in  our  collection,  please  contact: 

ROGER  DUBUIS  NORTH  AMERICA  (570)  970  8888 


"Quite  Possibly  the 
Most  Unique  Item 
far  the  Year  2000" 

Limited  Edition  Only  5,000 
will  be  made  in  this  series. 

Each  Solid  Silver  Golf  Ball  is 
individually  struck  from  pure  .999 
silver.  Gold  and  Platinum  Golf  Balls 
are  richly  layered  in  pure  24kt  Gold 
&  Pure  Platinum.  Each  Golf  Ball 
weighs  one  pound  (14.53  troy  ounces) 
and  is  individually  registered  with  a 
numbered  certificate  of  authenticity. 
Hand  cast  and  polished,  each  golf 
ball  comes  in  a  forest  green  velvet 
sack  housed  in  a  deluxe  handcrafted 
ivood presentation  case. 

lib  Silver 

1  -  $299.00 
set  of  3  - 

$279.00  ea. 
set  of  5  - 

$249.00  ea. 


lib  24kt  Gold  layered  Silver 
1- $319.00  ,j 

■J 

set  of  3  - 

$299.00  ea. 
set  of  5  - 

$269.00  ea. 

lib  Platinum  layered  Silver 
1  -  $339.00 
set  of  3  - 

$319.00  ea. 
set  of  5  - 

$289.00  ea. 

FREE  overnight  shipping  in  the  United  States. 

Orders  -  Outside  U.S.  available  at  minimal  cost. 

All  major  credit  cards  accepted. 

Century  Mint  Limited 
1-888-295-1903 
a#l  ,88$-295-1902 

#wfo.centurymi  nt.com 


Speciiil  custom  hand  made  2-tkl  Gold  (2. 5. 5  oz) 
Available  upon  request  $9,995-UU 


WWW.. 

www.globalgolf.com 
www.golfshoesplus.a 

The  other  letters  in     WWW.thebigSITIOke.COm 
e-vesting...BHLTD 

www.globalgolfart.corr 
wwwthegolferonline.a 


stocksymbohB 


BEVERLY  HILLS  LTD. 

FOR  MORE  INFORMATION     888.701.2453 

www.bhltd.com 

©2000  Beverly  Hills  Ltd. 
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?  extraordinary  costs  that  can  result  from  a  catastrophic  disability  or  major  illness  can 
3ke  away  everything  you've  worked  so  hard  for... your  home,  college  savings,  your 
ement.  Everything!  That's  why  I  worked  with  the  people  at  HealthExtras  to  develop 
itions  that  provide  you  and  your  family  with  the  financial  security  you  need.  I've  seen 
too  many  families  destroyed,  not  from  the  disability,  but  the  financial  drain. 
Please,  protect  yourself.  Protect  your  family... with  HealthExtras. 


rflfe/  HEALTHEXTRAS 

S^^£^^        For  your  family.  For  your  future. 

fAI  I  l-8ffa-Qn-9877  OR  VISIT  OUR  WFB  SITE  AT  WWW.HFALTHFXTRA.SfOM 


12,  avenue  des  Spelugues 

MC  98000  Monaco 

Tel.  ^377  93  50  65  00 

Fax  h377  933001  37 

mail;  grandhotelSmonaco  mc 


MONTE  CARLO 
GRAND  HOTEL 


ECLAT  DU  JOUR  / 


Barbarians 
\t  the  Gates 

Looking  forward  to  a  little  privacy  at  your 
vacation  home  this  summer?  Better  get  busy.... 

By  George  Herriek 

MLING  OIL  FROM  THE  RAMPARTS  IS  POLITICALLY  INCORRECT  THESE 

ys.  After  all,  it  might  land  on  a  beetle.  Concertina  wire  around  the  perime- 
:  of  your  property  doesn't  look  good.  And  it  rusts.  Land  mines  are  defi- 
tely  out  of  fashion.  Yet  with  the  approach  of  summer,  smart 
operty  owners  are  already  mapping  out  plans  to  thwart  the 
nual  invasion  of  their  privacy  in  the  name  of  public  trespass. 

Hardworking  capitalists  have  been  driving  up  vacation- 
me  demand  from  the  mountains  to  the  shore.  Last  year  there 
:re  close  to  800,000  secondary  homes  purchased  in  the 
lited  States,  often  with  cash  and  at  more  rapidly  rising  prices 
an  primary  homes.  Field  Marshall  Montgomery,  it  is  said, 
iged  his  best  battles  against  his  wife.  Just  think  of  it: 
:ges,  sorties,  enfilades,  bombardments.  No  less  a  mastery  of 

ategy  and  tactics  may  be  needed  to  protect  an  unspoiled 
:w,  a  trout-filled  river  or  a  favorite  forest  walk. 

Begin  with  the  maps.  Perhaps  what  you  need  is  a  private  con- 
■vation  plan.  Natural  scientists,  environmental  consultants 
d  local  experts  can  survey  your  property  and  identify  sensitive 
)logical  niches  or  significant  historical  equities  in  need  of 
iservation  and  protection  from  the  public.  As  data  is  collected 
ur  inventory  of  natural  resources  grows  and  grows.  In  time 
nost  every  area  on  your  property  becomes  "sensitive."  And 
•ore  you  know  it,  the  only  map  that  will  count  is  your  own. 
|  It  helps  to  have  a  Viking  or  Phoenician  site  on  your  property 

it  must  remain  undisturbed  by  "looters."  Native  American  sites 

even  better:  Then  the  place  becomes  sacred.  (You  may  be  out 
jluck  if  the  local  tribe  owns  a  casino.)  But,  with  little  donations  here  and 

re,  the  local  chief  can  be  encouraged  to  say  almost  anything  you  want  about 
extent  of  the  buffer  zone  required  to  preserve  the  spirituality  of  the  site. 

Next  come  the  scientists.  The  best  way  to  combat  the  environmental  move- 
nt is  to  join  it.  Become  an  enlightened  property  owner,  create  a  wildlife 

age,  align  your  land-management  goals  with  contemporary  conservation 

ectives.  Be  sure  to  engage  the  best  consultants  around  to  collect  data,  mon- 

'  the  environment  and  maintain  records  of  your  contribution  to  the  public 

>d.  An  ongoing  dialogue  with  local  conservation  groups,  university  scien- 
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The  best  way  to  combat  the  environmental 
movement  is  to  join  it.  Become  an  enlightened 
broperty  ownert  create  a  wildlife  refuge. .. 


tists  and  environmental  consultants 
often  yields  good  ideas.  Well-placed 
financial  support  for  deserving  insti- 
tutions helps  you  to  bond  with  them. 
You  will  also  want  all  local  experts  to 
have  a  conflict  of  interest  with  any 
organization  that  might  challenge 
your  program.  Get  school  groups  and 
the  local  Boy  Scouts  on  your  team 
with  dollops  of  support  and  the  oc- 
casional "educational"  visit  to  your 
property.  And  don't  forget  to  join  the 
boards  of  some  conservation  organi- 
zations with  an  interest  in  your  area. 
Another  good  strategy  is  to  dedicate 
some  areas  of  the  estate  to  activities 
requiring  undivided  space.  Raising 
wild  horses,  perhaps,  or  breeding 
pheasants.  Locate  such  activities  strat- 
egically on  the  map:  A  chapel  can  be 
conveniently  placed  at  an  access  point 
to  the  property.  Or  there  could  be 


a  small  summer  colony  of  Trappist 
monks,  who  require  seclusion  but 
wouldn't  bother  you  with  conversa- 
tion. Recreational  activities  have  pos- 
sibilities: A  rifle  range  could  be  set  up 
across  the  trout  stream.  See — once  you 
get  started,  the  ideas  just  flow. ... 

Now,  posting  signs  around  your 
property  is  a  notoriously  thorny  issue. 
People  don't  like  being  told  No  or 
Out  or  even  and  especially  Private. 
It  conveys  the  wrong  image  of  you, 
the  Conservation  Benefactor.  So 
avoid  usage  of  the  negative.  Then 
again,  attempts  at  humor — "Experi- 
mental Wolf  Research  Station" — are 
equally  doomed.  The  locals  know  too 
much.  Instead,  draw  attention  to  the 
important  conservation  work  under- 
way and  the  numerous  sensitive  areas 
which  require  written  permission  and 
a  guide  to  visit  at  prescribed  times. 


Remember:  It  is  the  scientists,  not  yo 
who  have  decreed  the  place  off-limit 

Advanced  players  move  on  1 
scientific  studies.  Ask  any  natural  sc 
entist:  You  can  study  anything  yc 
want  for  as  long  as  you  want.  Tl 
scientific  study  is  always  in  progres 
Interruption  of  it  would  destrc 
costly  data  you  have  been  collectir 
to  give  to  appropriate  universities  ar 
scientific  institutions  in  the  publ 
interest.  Scientists  like  laying  oi 
string  to  mark  off  sections  of  stuc 
areas  called  "transects."  It  doesn 
matter  if  the  intruder  cannot  see  am 
thing.  Don't  walk  on  the  paths.  (Yc 
are  studying  moss  trampling.)  St; 
off  the  beach.  (An  important  repo 
on  sandpipers  is  in  progress.)  Get  o 
of  the  woods.  (An  expensive  proje 
for  taping  bird  calls  is  getting  startec 

Sure,  it's  work,  but  worth  it.  T 
best  part  is  that  you  collect  data  usef 
to  science  and  beneficial  in  enhancii 
the  value  of  your  property.  Now 
out  on  the  veranda  and  enjoy  t 
unpeopled  view  with  a  good  cigar. 


0ur  JTaea  vfj/eve/ia  m  me  &tme. 


At  Palmi/Li,  living  on  the 
edge  is  relaxing  poolside 
in  your  own  custom  home 
overlooking  the  Sea  of 
Cortes.  It's  watching  the 
Baja  sunset  from  your 
villa  built  along  the  curv- 
ing edges  of  a  27-hoU 
Jack  Nicklaus  Signature 
golf  course.  It's  a  master- 
planned  community 
where  every  edge  becomes 
a  dramatic  view  framed 
Irv  the  blue  horizon.  Call 
>)833   <02S.ext.iIi. 
•  life  along 
OKI  < 


Los  Cabot.  Mexico 

www.palmilla.com 


OFFICE  MEMO 

TO:  Dean 
PROM.Mr.Shoener 

u  o  w,ppn  excellent, 

rve  noticed  you  ve 

lunches.  And  1  have  so.e  ,ues - 

your  latest  expense  report.  Wen 

pSWebeenmonttohngyour  internet  use. 


"at  least 

you're  wearing 

a  comfortable 

shirt" 
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HATHAWAY 

SHIRTMAKERS     SINCE     1837 
www.  hatha  way  com 
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YOU  DON' 


■ED  REMINDERS  ABOUT  YOUR  HAIR  LOSS 
OU  NEED  SOMETHING  TO  DEAL  WITH  IT. 
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PROPECIA  is  the  first  and  only  FDA-approved  pill  proven  to  treat  male  pattern 
hair  loss  on  the  vertex  (top  of  the  head)  and  anterior  mid-scalp  area  in  men. 

THE  NUMBERS 

The  fact  is,  for  most  men,  PROPECIA  works.  The  results  of  2  years  of  testing  speak 
for  themselves* 

•  5  out  of  6  men  kept  the  amount  of  hair  they  had  (vs.  28%  with  a  sugar  pill). 

•  2  out  of  3  men  grew  back  some  of  their  lost  hair  (vs.  7%  with  a  sugar  pill). 
Most  men  reported  an  increase  in  the  amount  of  hair,  a  decrease  in  hair  loss, 
and  improvement  in  appearance.  And  the  vast  majority  of  men  on  PROPECIA 
were  rated  by  doctors  as  improved  (80%  vs.  47%  with  a  sugar  pill). 
*Based  on  vertex  studies  at  2  years  of  men  18  to  41  with  mild  to  moderate  hair  loss. 
There  is  not  evidence  that  PROPECIA  works  for  receding  hairlines  at  the  temples. 

THE  MOST  COMMON  SIDE  EFFECTS 

Clinical  tests  showed  PROPECIA  was  very  well  tolerated.  Only  a  very  small 
number  of  men  had  some  sexual  side  effects,  with  each  occurring  in  less  than 
2%  of  men.  They  included  less  desire  for  sex,  difficulty  in  achieving  an  erection, 
and  a  decrease  in  the  amount  of  semen.  When  the  men  who  had  these  side 
effects  stopped  taking  PROPECIA,  the  side  effects  went  away. 

IMPORTANT  SAFETY  INFORMATION  YOU  SHOULD  KNOW 

PROPECIA  is  for  men  only.  Women  who  are  or  may  potentially  be  pregnant 
must  not  use  PROPECIA  because  of  the  risk  that  the  active  ingredient  may  cause 
a  specific  kind  of  birth  defect.  (See  accompanying  Patient  Product  Information 
for  details.)  Likewise,  they  should  avoid  handling  the  tablets  when  they're 
crushed  or  broken.  PROPECIA  tablets  are  coated  and  will  prevent  contact  with 
the  active  ingredient  during  normal  handling. 

WHEN  YOU  COULD  SEE  RESULTS 

Take  PROPECIA  daily  and  you  could  see  results  in  as  little  as  3  months.  If  you 
stop  taking  it,  however,  your  results  will  gradually  go  away  over  12  months.  And 
if  it  hasn't  worked  in  12  months,  it  is  unlikely  to  be  of  benefit. 

For  more  information,  call  1-888-535-5575  or  just  click  onto  our  website  at 
www.propecia.com.  PROPECIA  is  available  by  prescription  only,  so  the  best 
thing  to  do  is  talk  to  your  doctor. 

Know  the  facts.  Many  men  do,  which  is  probably  why  over  30,000  prescriptions 
for  PROPECIA  are  filled  each  week**  Please  read  the  next  page  for  additional 
information  about  PROPECIA. 


**Weekly  prescription  data, 
01/08/99  -  01/21/00, 
from  IMS  Health  National 
Prescription  Audit  Plus  7™ 
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PROPECIA-"  is  for  use  by  MEN  ONLY. 

Please  read  this  leaflet  before  you  start  taking  PROPECIA.  Also,  read  the  information  included  with  PROPECIA  each  time  you 

renew  your  prescription,  just  in  case  anything  has  changed.  Remember,  this  leaflet  does  not  take  the  place  of  careful  discussions  with 

your  doctor  You  and  your  doctor  should  discuss  PROPECIA  when  you  start  taking  your  medication  and  at  regular  checkups. 


What  is  PROPECIA  used  for? 

PROPECIA  is  used  for  the  treatment  of  male  pattern  hair  loss  on  the  vertex  and 
the  anterior  mid-scalp  area. 

PROPECIA  is  for  use  by  MEN  ONLY  and  should  NOT  be  used  by  women  or  children. 

What  is  male  pattern  hair  loss? 

Male  pattern  hair  loss  is  a  common  condition  in  which  men  experience  thinning 
of  the  hair  on  the  scalp.  Often,  this  results  in  a  receding  hairline  and/or  balding 
on  the  top  of  the  head.  These  changes  typically  begin  gradually  in  men  in  their  20s. 

Doctors  believe  male  pattern  hair  loss  is  due  to  heredity  and  is  dependent  on 
hormonal  effects.  Doctors  refer  to  this  type  of  hair  loss  as  androgenetic  alopecia. 

Results  of  clinical  studies: 

For  12  months,  doctors  studied  over  1800  men  aged  18  to  41  with  mild  to  moderate 
amounts  of  ongoing  hair  loss.  All  men,  whether  receiving  PROPECIA  or  placebo 
la  pill  containing  no  medication)  were  given  a  medicated  shampoo  (Neutrogena 
T/Gel  "■  Shampoo)  01  these  men,  approximately  1200  with  hair  loss  at  the  top 
of  the  head  were  studied  for  an  additional  12  months  In  general,  men  who  took 
PROPECIA  maintained  or  increased  the  number  of  visible  scalp  hairs  and  noticed 
improvement  in  their  hair  in  the  first  year,  with  the  effect  maintained  in  the  second 
year  Hair  counts  in  men  who  did  not  take  PROPECIA  continued  to  decrease. 

In  one  study,  patients  were  questioned  on  the  growth  of  body  hair  PROPECIA  did 
not  appear  to  affect  hair  in  places  other  than  the  scalo. 

Will  PROPECIA  work  for  me? 

For  most  men,  PROPECIA  increases  the  number  of  scalp  hairs,  helping  to  fill 
in  thin  or  balding  areas  of  the  scalp  Men  taking  PROPECIA  noted  a  slowing  of 
hair  loss  during  two  years  of  use  Although  results  will  vary,  generally  you  will 
not  be  able  to  grow  back  all  of  the  hair  you  have  lost.  There  is  not  sufficient 
evidence  that  PROPECIA  works  in  the  treatment  of  receding  hairline  in  the 
temporal  area  on  both  sides  of  the  head 

Male  pattern  hair  loss  occurs  gradually  over  time  On  average,  healthy  hair 
grows  only  about  half  an  inch  each  mcnth  Therefore,  it  will  take  time  to  see 
any  effect. 

You  may  need  to  take  PROPECIA  daily  for  three  months  or  more  before  you  see 
a  benefit  from  taking  PROPECIA  PROPECIA  can  only  work  over  the  long  term 
if  you  continue  taking  it  If  the  drug  has  not  worked  for  you  in  twelve  months, 
further  treatment  is  unlikely  to  be  of  benefit  If  you  stop  taking  PROPECIA,  you 
will  likely  lose  the  hair  you  have  gained  within  12  months  of  stopping  treatment. 
You  should  discuss  this  with  your  doctor 

How  should  I  take  PROPECIA? 

Follow  your  doctor's  instructions 

■  Take  one  tablet  by  mouth  each  day 

■  You  may  take  PROPECIA  with  or  without  food 

■  If  you  forget  to  take  PROPECIA,  do  noj  take  an  extra  tablet  Just  take  the 
next  tablet  as  usual 

PROPECIA  will  ngt  work  faster  or  better  if  you  take  it  more  than  once  a  day 


'Registered  trademark  of  MERCK  &  CO  .  Inc 
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'"Registered  trademark  of  Johnson  &  Johnson 
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Who  should  NOT  take  PROPECIA? 

■  PROPECIA  is  for  the  treatment  of  male  partem  hair  loss  in  MEN  ONLY  and 
should  not  be  taken  by  women  or  children. 

■  Anyone  allergic  to  any  of  the  ingredients. 
A  warning  about  PROPECIA  and  pregnancy. 

■  Women  who  are  or  may  potentially  be  pregnant: 
-  must  not  use  PROPECIA 

-should  not  handle  crushed  or  broken  tablets  of  PROPECIA. 
If  a  woman  who  is  pregnant  with  a  male  baby  absorbs  the  active  ingredient  in 
PROPECIA.  either  by  swallowing  or  through  the  skin,  it  may  cause  abnormalities 
of  a  male  baby's  sex  organs.  If  a  woman  who  is  pregnant  comes  into  contact 
with  the  active  ingredient  in  PROPECIA.  a  doctor  should  be  consulted. 
PROPECIA  tablets  are  coated  and  will  prevent  contact  with  the  active  ingredient 
during  normal  handling,  provided  that  the  tablets  are  not  broken  or  crushed. 

What  are  the  possible  side  effects  of  PROPECIA? 

Like  all  prescription  products,  PROPECIA  may  cause  side  effects.  In  clinical 
studies,  side  effects  from  PROPECIA  were  uncommon  and  did  not  affect  most 
men.  A  small  number  of  men  experienced  certain  sexual  side  effects.  These  men 
reported  one  or  more  of  the  following:  less  desire  for  sex:  difficulty  in  achieving 
an  erection:  and,  a  decrease  in  the  amount  of  semen.  Each  of  these  side  effects 
occurred  in  less  than  2%  of  men.  These  side  effects  went  away  in  men  who 
stopped  taking  PROPECIA.  They  also  disappeared  in  most  men  who  continued 
taking  PROPECIA. 

In  general  use,  the  following  have  been  reported  infrequently:  allergic  reactions 
including  rash,  itching,  hives  and  swelling  of  the  lips  and  face:  problems  with 
eiaculation,  breast  tenderness  and  enlargement:  and  testicular  pain. 
Tell  your  doctor  promptly  about  these  or  any  other  unusual  side  effects. 

■  PROPECIA  can  affect  a  blood  test  called  PSA  (Prostate-Specific  Antigen) 
for  the  screening  of  prostate  cancer.  If  you  have  a  PSA  test  done,  you 
should  tell  your  doctor  that  you  are  taking  PROPECIA. 

Storage  and  handling. 

Keep  PROPECIA  in  the  original  container  and  keep  the  container  closed.  Store 
it  in  a  dry  place  at  room  temperature  PROPECIA  tablets  are  coated  and  will 
prevent  contact  with  the  active  ingredient  during  normal  handling,  provided 
that  the  tablets  are  not  broken  or  crushed. 

Do  not  give  your  PROPECIA  tablets  to  anyone  else.  It  has  been  prescribed  only 
for  you.  Keep  PROPECIA  and  all  medications  out  of  the  reach  of  children. 

THIS  LEAFLET  PROVIDES  A  SUMMARY  OF  INFORMATION  ABOUT  PROPECIA. 
IF  AFTER  READING  THIS  LEAFLET  YOU  HAVE  ANY  QUESTIONS  OR  ARE  NOT 
SURE  ABOUT  ANYTHING,  ASK  YOUR  DOCTOR. 

1-800-830-7375,  Monday  through  Friday,  8:30  AM.  TO  7:00  P.M.  (ET|. 
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Hair  Loss?  Ask  A  Dermatologist. 

Contact  us  for  more  information  about  skin  conditions  and/or  a  list  of  dermatologists  in  your  area. 

American  Academy  of  dermatology 
Physician  experts  in  skin,  hair,  and  nails 

Toll-free  1-888-462-DERM   •  www.aad.org 
The  American  Academy  of  Dermatology  does  not  endorse  specific  skin  care  products. 
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3n  the  Road 

Catskills  comfort.,. The  first  hotel  on  Wall  Street... A  spa 
election  near  London... Down  and  outdoors  in  Israel.... 


isai  Meets  Versailles:  My  first  night  at  Maji  Moto  bush  camp,  I  break 

rules  and  wander  alone  from  my  tent  to  the  dining  area.  "Never  walk 

scorted  after  dark,"  a  manager  admonishes.  "A  Masai  will  come  fetch  you." 

:hold  the  unlikely  protector  by  her  side.  Frederick  is  wearing  a  scarlet  plaid 

ka  and  floppy  rubber  boots.  An  empty  film  canister  is  stuffed  through  his 

tigated  earlobe.  His  weapon  is  a  handcrafted  spear.  "What  good  is  that 

inst  a  lion?"  I  tease.  "If  you  see  a  lion  you  will  run, 

1  it  will  attack  you,"  answers  the  manager.  "The 

sai  will  hold  you  still  and  kill  the  lion  instead." 

rhis  was  sobering  news.  Up  to  that  point  I'd  been  so 

1  pampered  at  Maji,  I  couldn't  imagine  anything  im- 

fect  happening  there.   Conservation  Corporation 

ica,  which  manages  Maji  Moto  and  its  sister  lodges, 

ioneering  a  new  breed  of  luxury  ecotourism  on  the 

lean  continent.  The  brainchild  of  a  South  African, 

A's  goal  is  to  protect  not  only  the  land  but  the  in- 

enous  cultures.  Each  lodge  has  a  distinct  design  per- 

ality,  is  crafted  by  native  artisans  and  is  staffed  by  local 

es.  CCA  aims  to  set  a  high  standard  of  elegance  and 

dee  in  Africa,  and  by  George,  they've  achieved  it.  Of 

hotels  I  visited,  theirs  are  by  far  the  best.  Here  you 

smack  in  the  middle  of  the  bush,  with  all  the  com- 
:s  of  home:  hot-water  showers,  European  plumbing 

blessedly  open-sided  safari  vehicles  that  make  us  feel 
y  for  guests  of  a  well-known  competitor  who  are 
nmed  into  the  usual  closed-sided  4x4s,  heads  and 
teras  poking  out  the  tiny  windows. 
The  cuisine  and  service  at  Maji  Moto  are  superb.  The 
it  luxuriously  appointed  guest  tents  are  secluded  among 

ia,  fig  and  wild  mango  trees.  And  the  camp  is  so  deep 

de  Lake  Manyara  National  Park  that  over  three  days 

ame-driving  we  never  saw  another  vehicle.  It's  still 

le  to  the  Big  Five;  looking  for  cheetah,  leopard  and 

-climbing  lion,  elephant  and  rhino,  I  became  such  an 

tracker  that  our  guide  jokingly  offered  me  a  job. 

iiter  a  few  days  I  traveled  on  to  CC  A's  Ngorongoro 

ter  Lodge.  The  three-million-year-old  hole  in  the 

ind  near  where  man  first  walked  is  one  of  the  most 

>wned  game  preserves  in  East  Africa.  Described  as 

sai  meets  Versailles,"  the  Lodge's  30  stilted  suites  are 


Civilized  comfort  in 
Tanzania:  top  to  bottom,  a 
tented  interior  at  Maji 
Moto  bush  camp;  loiterers 
at  Ngorongoro  Crater 
Lodge;  lounging-room  only 
at  Mnemba  Island  Lodge. 
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spot. 
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you  must  be 
on  the 

river  course. 


Resort 


JU 


'NIA 
"ill  , 

75"  2  '  1 1703 


a  whimsical  interpretation  of  native 
manyatta  architecture  as  influenced 
by  the  Spanish  architect  Antonio 
Gaudi.  The  interiors  are  a  study  in 
eclectic  excess,  with  gilt  ceilings  and 
crystal  chandeliers,  beds  draped  in 
purple  velvet  and  vases  stuffed  with 
tea  roses.  A  butler  lights  the  fireplace 
and  places  decanters  of  brandy  by  the 
bed.  White-gloved  staff  deliver  tea 
and  biscuits  to  your  door.  I  quickly 
succumbed  and  collapsed  into  the 
oversized  tub  for  a  long  soak,  enjoy- 
ing the  panoramic  view  of  the  crater 
floor,  500  meters  below. 

While  the  wildlife  in  Ngorongoro 
is  abundant — tusked  elephants, 
black-maned  lion,  hyena,  hippo, 
wildebeest  and  all  manner  of  mon- 
key and  gazelle — so  are  the  vehicles. 
Thankfully,  the  lodge  can  arrange 
private  hikes  and  mid-safari  picnics 
served  on  china  and  silver  attended 
by  six  staff  and  a  few  score  baboons. 

I  also  tacked  on  a  few  days  of  pure 


They  are  all  you  wear  on  Mnemb 
Your  shoes  are  already  off,  and  y< 
won't  put  them  on  until  you  leave. 
Ten  thatched  open-air  bandt 
each  landscaped  for  complete  seel 
sion,  dot  the  most  pristine  bea< 
imaginable:  The  coral  sand  is  the  te 
ture  of  powdered  sugar,  and  it  nev 
gets  hot.  Each  banda  is  decorat 
with  local  handcrafted  furnitui 
There  is  a  plethora  of  water  spor 
including  wonderful  diving  ai 
snorkeling.  Dining  is  on  the  beac 
lit  by  torches  and  Zanzibar  sta 
Dolphin  approach  so  regularly  y 
can  time  breakfast  by  their  arriv 
Conservation  Corporation  Africa; ; 
11-775-0000,  www.ccafrica.com;  sjj 
$55o/per  person,  per  day  includi 
everything.  — Judi  Fark 

Lew  Beach,  N.Y.:  If  your  ki 

need  monster  water  slides  and  vie 
games  to  be  entertained  on  a  weeke 
getaway,  you  can  skip  the  6o-a< 


The  Catskill's  meow:  a  comfy  porch  and  60  lush 

RocR  at  Mnemba  Island  Lodge, 

CCA's  tiny  private  island  resort  off 
the  coast  of  Zanzibar.  We  arrived  by 
skiff,  and  were  welcomed  with  pep- 
permint iced  tea  and  homemade  gin- 
ger beer.  Our  hosts  handed  us  a  stack 
ofkikois,  the  native  pareo-like  wraps. 


acres  at  the  Beaverkill  Valley  Inn 

Beaverkill  Valley  Inn.  It's  not  I 
sort  of  place  that  you  find  televisil 
roosting  everywhere.  And  you 
forget  cell  phones — they  don't  wl 
deep  in  the  Catskill  Mountains.: 
however,  they  (and  you)  care  for  cd 
mountain  trails,  spectacular  vi<> 


as 

Retort 


mn  the  tuxedos,  full  speed  ahead. 


f 


- 
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Dptional  but  a  300-horsepowerV-8  is  standard  in  the  world's  most  powerful  full-size  luxury  SUV.  There's  room  for  seven  in  three  rows  of  leather- 
»ts.  And  up  to  8,900  pounds  towing  capacity.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 


|  Lincoln  Navigator.  American  Luxury- 
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BRITAIN,  there  is  a 
tradition  of  modesty  at 
the  very  top. 

Thus,  a  tremor  ran  round  at 

Macallan  when  it  was  suggested 

that  a  pictorial  representation 

of  their  malt  whisky  bottle 

should  appear  in  an 

advertisement. 

It  smacked  too  much  of  the 
'hard  sell'. 

Their  Publicity  Advisers, 

however,  assured  them  that 

there  is  occasionally  a  need  for 

this  sort  of  thing. 

So,  with  some  misgiving,  they 

have  consented  to  a  small 

scraperboard  reproduction 

being  displayed. 


"One  sip  is  worth  one  thousand  pictures." 

THE  MACALLAN. 
THE  MALT. 


THE  MA 
SoltU£  MmyAmiriqui  rh,N.Y 

C  1999  The  Macallan  Distillers  Ltd. 


and  hot  home  cooking,  you've  come 
to  the  right  place.  The  Beaverkill 
Valley  Inn  is  among  only  a  handful 
of  authentic,  old-style  inns  left  in  the 
United  States. 

Two  hours  from  New  York  City, 
the  20-room  lodge  had  its  genesis  in 
the  late  19th  century  as  a  stopover  for 
fly- fishermen  who  came  (and  still  do) 
for  trout  on  the  famously  fecund  43- 
mile  Beaverkill  River.  The  inn  spi- 
raled  into  disrepair,  however,  and  it 
wasn't  until  environmental  conserva- 
tionist Larry  Rockefeller  bought  it  in 
the  1980s,  along  with  thousands  of 
acres  of  surrounding  land  doomed  for 
subdivision,  that  the  Beaverkill  saw 
its  reawakening.  Today  there  are  40 
miles  of  new  trails  for  hiking  and 
cross-country  skiing,  as  well  as  hock- 
ey, tennis,  canoeing,  croquet  and  any 
other  number  of  activities  that  re- 


efforts  and  each  in  turn  is  entitl 
to  a  variety  of  services  and  use  oft 
inn's  facilities. 

Not  long  ago  the  Beaverkill  add 
a  second  building  that  houses  a  cc 
ference  center,  as  well  as  a  basketb 
court,  a  vast  playroom  for  small  ch 
dren,  exercise  room,  billiards  roc 
and — I  kid  you  not — a  self-service 
cream  parlor.  There's  also  a  6o-fc 
indoor  pool  that  is  the  perfect  cc 
for  a  long  outdoor  hike.  You  fl<| 
on  your  back  at  dusk,  gazing 
through  the  skylights,  which  we  I 
not  long  ago,  watching  bald  eag' 
wheel  across  the  valley  in  a  beauri 
spring  snow  squall. 

Now  show  me  a  video  game  ti 
can  give  you  that.  Beaverkill  Va\ 
Inn,  Lew  Beach,  NY;  (914)  4jg~4ai 
www.  beaverkillvalley.  com.  Open  ya 
round.  $jjo/double  a  night  for  a  ra 


The  Gold  Coast  standard  in  Mexico:  Wyndham  International's  Grand  Bay  Hotel  Isla  Navic 


quire  boundless  amounts  of  fresh  air. 
Fh  -fishermen  who  stay  at  the  inn  are 
entitled  to  fish  the  lodge's  mile-long 
beat  on  the  Beaverkill  River. 

Rockefeller  and  his  wife,  Wendy, 
also  sell  private  home  sites  in  the 
valley  to  individuals  interested  in 
conserving  the  area's  ecology — a  kind 
of  gated  community  without  gates. 
Each  homeowner  signs  a  covenant 
pledging  to  uphold  preservation 


with  private  bath.  Includes  three  n 
a  day  and  afternoon  tea  or  drinks  b 
fireplace.  — Patrick  Co< 

Gold  Coast,  Mexico:  Last 
some  475  years  after  Spanish  expl 
Hernan  Cortes  stumbled  u 
Mexico's  secluded  Pacific  C 
Coast,  I  trooped  into  Isla  Navida< 
a  look.  Yet  rather  than  spend  my 
night  offshore,  as  Capitan  Corte 


The  best  of  both  worlds. 

For  some,  the  attraction  is  the  exclusivity,  amenities, 
and  quiet  seclusion  of  Hawaii's  most  prestigious  resort. 

Others  covet  the  dramatic  view  planes,  distinctive  architecture,  and 
custom-design  options  to  fully  personalize  their  condominium  home. 

Now,  you  can  truly  have  it  all. 
At  prices  starting  from  just  $550,000,  fee  simple. 

The  Kumulani  at  the  Uplands. 
The  newest  way  to  enjoy  the  good  life  at  Mauna  Kea  Resort. 


i 


Artist  rendering  of  The  Kumulani  fee-simple  condominium  homes. 


•ft. 
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Mauna  Kea  Properties,  Inc.,  dba  Mauna  Kea  Realty  (R) 

For  more  information,  call  Mauna  Kea  Realty  at  (808)882-4460  or  fax  (808)882-4461 

Please  visit  us  on  the  web  at:  www.MaunaKeaUplands.com/fyi 

This  is  not  intended  to  be  an  offering  of  sale  in  any  state  where  prohibited.  Courtesy  to  brokers. 
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most  surely  did,  I  tucked  into  one 
of  Wyndham  International's  latest 
luxury  properties,  the  Grand  Bay 
Hotel  Is  la  N  a  vi  dad 

Located  some  25  miles  north  of 
Manzanillo,  the  hillside  resort  rests 
high  above  the  bay  and  the  ocean, 
with  gorgeous  views  of  each.  It  is 
part  of  a  1,200-acre  community  on  a 
private  peninsula  that  features  cham- 
pionship golf,  a  200-slip  marina,  ten- 
nis center,  shopping  village,  private 
homes  and  protected  areas  of  wild 
beauty.  Flowering  bougainvillaea  add 
splashes  of  red,  orange  and  purple — 
a  rich  contrast  to  the  coconut  palms 
that  cover  the  property.  The  white- 
walled,  red-roofed  hotel  resembles  a 
Spanish-colonial  palace  and  has  158 
spacious  guest  rooms  and  41  suites. 
They're  detailed  with  hand-carved 
wood,  vaulted  brick  ceilings  and 
Mexican  tile  floors,  along  with 
private  balconies  with  views  of  the 
bordering  tropical  lagoon.  Barra 
de  Navidad,  a  quiet  Mexican  fish- 
ing village  where  you  can  haggle 
noisily  in  the  markets  for  crafts  and 
souvenirs,  is  just  a  three-minute 
motor  launch  trip  away. 

Of  course,  the  hotel  has  all  sorts 
of  water  sports  on  private  and 
secluded  beaches,  as  well  as  lighted 
tennis  courts.  Golfers,  meanwhile,  can 


are  more  than  a  few  restaurants  c 
the  property.  At  the  Grand  Cafe,  tv 
of  my  favorites  were  the  sopa  Azte 
(tortilla  soup)  and  huachinango  (r< 
snapper).  Also,  don't  forget  to  stop  1 
Antonio's  and  hook  a  bartender  in 
leading  you  through  their  monst 
selection  of  100%  agave  tequil 
displayed  on  the  back  bar.  (Surpris 
surprise — you  will  still  be  able 
see  in  the  morning.) 

While  all  this  is  quite  lovely  ar 
accommodating  for  hotel  guesl 
the  Resort's  stellar  attraction  is  tl 
Meson  Dona  Paz,  a  separate  gate 
mansion  with  12  guest  rooms  ar 
three  suites.  Formerly  the  private  e 
tate  of  Isla  Navidad's  owner,  the  sp 
cious  three-story  manor  house  has  i 
own  private  beach,  swimming  po( 
tennis  court,  two  bars,  terrace,  dinii 
room  and  kitchen.  It  makes  a  ni' 
setting  for  high-level  corporate  e| 
capes,  weddings  and  incentive  grou] 
Grand  Bay  Hotel  Isla  Navidad,  Mexi\ 
(888)  4j2-622g;  rooms  from  $2ig/do 
ble,  suites  from  $425.  For  the  Meson:  1; 
335-56441  or  donapaz@vianet.com.m 
— Glen  PutmJ 

Summerville,  S.C.:  An  oasis 
civility  just  23  miles  from  Charleston 
Woodlands  Resort  provides  tj 
fantasy  of  sleeping  over  at  a  frienij 
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Charmed,  we're  sure:  country  comforts  at  Woodlands  Resort  in  Summerville,  South  Carol I 

while  away  mornings  on  the  27-hole  posh  country  place.  Set  on  42  priv 

course  by  Robert  von  Hagge.  With  acres,  the  1906  classic-revival 

requisite  ocean  vistas  and  greens  fits  perfectly  in  this  ZIP  Code 

bordered  by  snarling  surf,  it's  one  moss-draped  oaks  and  tower! 

of  only  two  Golf  Magazine  Gold  magnolias:  red  bricks,  white  coluni 

Medal  winners  in  Mexico.  And  once  rambling  tile  roof  and  a  long,  shal 

vou've  worked  up  an  appetite,  there  piazza  decked  with  woven-SM 


Extend  your  reach. 


With  the  new  Ericsson  T18,  you're  never  out 
of  touch.  Its  powerful  tri-mode  technology 
provides  unbeatable  coast-to-coast  coverage.  To 
ensure  you'll  stay  connected,  its  battery  delivers 
up  to  four  hours  of  talk-time,  the  best  in  its 
class.  It's  also  packed  with  features  such  as  a 
built-in  vibrating  call  alert,  a  250-name  phone- 
book, and  an  amazing  caller  ID  feature  that 
allows  you  to  distinguish  callers  by  ring  tones. 
Best  of  all,  the  T18  fits  in  your  shirt  pocket.  So 
no  matter  where  you  are  or  what  you're  doing, 
you  can  be  sure  to  make  yourself  heard. 


The  Ultimate 
Go-Everywhere™  mobile  phone. 


FREE   OFFER  A  S79  value! 
Receive  Paragon  FoneSync™  Software 

by  mail  when  you  purchase  an  Ericsson  TI8. 
Now  you  can  just  drag  and  drop  all  the  names  and 
numbers  from  your  computer  to  your  mobile  phone. 


ERICSSON 


www.ericsson.com/phones 


Paragon  Software  offer  requites  purchase  at  a  partocipating  retailer,  and  activation  of  an  Ericsson  phone  (Model  »T18)  at  regular  pnce.  between  1/1/00  and  6/30/00  Offer  forms  must  be  postmarked  by  7/31/00  Offer 
void  where  prohibited,  taxed,  or  restricted  Limit  one  free  Paragon  Software  offer  per  name/family/address.  Pictures  shown  are  for  illustrative  purposes  only  ©2000  Encsson  and  the  Encsson  logo  are  registered  marks 
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rocking  chairs.  Inside,  meticulous 
restored  rooms  reflect  the  signatu 
relaxed  West  Indian  style  of  Bri 
ish-born  New  York  designer  Dav 
Eskell-Briggs. 

Woodlands'  owner,  Joe  Whi 
more,  a  svelte  Yankee  from  Marthi 
Vineyard,  crossed  the  Mason-Dix< 
Line  for  good  after  falling  in  lc 
with  the  place  five  years  ago.  H< 
fond  of  explaining  that  Summervi] 
is  no  backwater.  Actually,  it  becan 
an  inland  retreat  for  Charlestoniai 
in  the  late  18th  century,  when  i 
drier  climate  and  cool  pine  fores 
offered  relief  for  the  malaria-plague 
heat-oppressed  communities  alor 
the  coast. 

Now  sybarites  gravitate  to  Wooi 
lands'  grandly  expanded  family  hous 
Nineteen  rooms  vary  in  size  ar 
scheme:  17-foot  ceilings,  fireplace 
balconies  and  oversized  ottoma 
that  double  as  tea  tables.  There  are| 
different  beds,  too,  from  four-post<! 
and  sleigh  beds  to  wrought-in 
and  built-in-picket-post  styles.  Tj 
third-floor  Hideaway  Suite  isl 
favorite  of  honeymooners,  who  c] 
snuggle  under  the  eaves  and  tj 
cupola-topped  spiral  staircase. 

Southern  pampering  here  u 
eludes  divine  food  by  gregario 
Four  Seasons  and  Swissotel  ahi 
chef  Ken  Vedrinski.  If  you're  lucll 
his  seared  foie  gras  cum  vanil] 
bean-roasted  sweet  onions  an 
or  Maine  lobster  sashimi  on  sp 
mango  salad  will  be  on  the  me| 
For  an  amazing  culinary  experien, 
try  to  wangle  an  invitation  to  ono 
Vedrinski's  kitchen  tastings. 

Lounge  lizards  can  relax  in 
rocking  chairs  or  by  the  pool,  wl 
energetic  types  take  in  tennis,  c 
quet,  bicycling,  kayaking  and  cani 
ing,  as  well  as  golf  at  several  nea 
courses.  Woodlands  is  a  mile 
shops  and  galleries  and  a  stoi 
throw  from  some  of  South  C 
lina's  finest  historic  sites,  inclu 
Drayton  Hall  and  Magnolia 
Middleton  Plantations.  (The  Foi 
Collection  will  be  on  displa; 
Middleton  July  24-November 
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AIR-BAG 
^  SHOCK  ABSORBERS 

elieve  the  stress  and  strain  of  walking 

SOFT-AIR 
MIDSOLES 

uarantee  a  light,  carefree  stride 

B£  BIO-GRIP 

irf  SPECIAL  SOLES 

nsure  firm  footing  and 
aximum  support 


ft  SOFT-STEP 
;■*"  PADDED  TOP-LINES 

C pinching  and  rubbing 
AIR-ACTIVE 
AIR  CUSHION  SOLES 

duce  on-the-go  weariness 


p  I  ANATOMIC 

M  FULL-COMFORT  FOOTBEDS 

•.nance  the  natural  movement 
the  foot 


vm  SOFT-WALK 

S  SHOCK-ABSORBING  HEELS 

se  pressure  on  the  joints  and  the  spine 


ZVANIS 


Whenever  craftsmen  combine  traditional  shoe  making  skills 
with  state-of-the-art  technology  to  produce  unmistakable 
masterpieces;  whenever  the  tiniest  details  are  refined  to 
ensure  unsurpassed  walking  comfort;  whenever  the  timeless 
and  world-embracing  qualities  of  true  style  are  preferred  to 
short-lived  fleeting  fashion;  and  whenever  the  finest  materials 

(exquisite  full  grain  leather,  the 
velvet  softness  of  nubuck)  are 
lovingly  selected... 
only  one  shoe  comes  to 
mind  :  MEPHISTO.  Become 
a  distinguished  member. 
A  member  of  the 
MEPHISTO  movement. 
Welcome  ! 


MEPHISTO  W 


FINEST 


WALKI  N  G 


SHOES 


EPHISTO      WORLDWIDE      www.mephisto.com      Franklin    /   Tennessee    1    -    800    M  E  P  H  I  > 
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Tin  Towers  ai  Tin  New  York  Palaci    Private  lobby  and  elevators. 

A  PERSONAL,  MUIFI-IINC.UAI  maitri  d'itaci     A  staff  trained  to  respond  to  the  needs 
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WWW  NEWYORKPAI  u  I   (  OM 


Culture  vultures  can  also  use  it  a 
base  for  the  Spoleto  Festival  US 
May  26-June  11.  Woodlands  Res 
&  Inn,  Summerville,  SC;  (800)  yt 
9999,  www.ivoodlandstnn.com;  rot 
from  $29$/double  occupancy. 

— Marion  Laffey  F 

Off  the  Shelf:  Ralph  Lauren  1 
his  down-market  Chaps  and  1 
market  Purple  Label.  Chevro 
has  the  low-end  Metro  and  high-e 
Corvette.  Fodor's  has  its  mai 
market  paperback  travel  guides  ( H 
Disney   World,    Universal  Stua 
and  Orlando,  et  al.)  and,  now, 
full-color,  hardcover  Escape  seri 
Eschewing  the  everything-und 
the-sun  approach  of  most  guid 
Escape  books  offer  travelers  20 
the  finest  diversions  a  destinat 
has  to  offer.  Details  are  presen 
in  delicious  essays — as  opposec 
blurbs — and  pages  are  Uttered  v> 
glorious  photographs  in  full  co 
The  series  got  started  last  spr 
with  Tuscany  and  the  Amalfi  Co 
This  year's  entries — due  out 
May — are  Escape  to  Morocco  i 
Escape  to  Provence.  Worth  the 
vestment  if  you're  headed  th 
ways.  $18 from  Fodor's;  (800) 533-6. 
— Stiv  Gritti 

Close  to  the  Action:  For  a  h 

to  be  truly  in  the  "heart"  of  F 
York's  financial  district,  it  wc 
have  to  have  rooms  right  on 
trading  floor  of  the  NYSE.  So  tl 
of  the  new  Regent  Wall  Stree 
being  more  in,  say,  the  superior  \ 
cava  of  finance.  Opened  just  ■ 
December,  the  latest  Regent  isl 
first  and  only  hotel  on  Wall  StT 
proper,  nestled  conveniently! 
somewhat   inconspicuously — 
two  blocks  from  the  corner  of  Bi 
and  Wall.  The  massive  1842  G 
Revival  building  that  once  hoi 
the  Merchant  Exchange  and,  1: 
the  National  City  Bank  now  h 
98  guest  rooms  and  46  suites  dre 
up  with  understated  earth  to 
large  marble  bathrooms,  DVD  f 
ers,  in-room  fax  machines  and- 


—personalized    mini-bars    for 

:h  you  request  the  contents  upon 

k-in  at  the  front  desk.  (The  "loft 

:s"  on  the  ninth  floor  are  partic- 

y  nice,  with  outdoor  decks  and 

ing  views  of  the  local  skyscrap- 

Elsewhere  is  an  eye-engulfing 

oom — previously  the  "main 

dng  room" — a  fitness  center  and 

The  restaurant,  55  Wall,  was 

i  full  on  a  recent  midday,  with 


Top  to  bottom:  Glorious  parklands  at 
Hartwell  House;  fanciful  17th-century  interiors 
are  a  staple  at  Stapleford  Park;  sweet 
surrendering  at  Grayshott  Hall. ..and  all  just 
a  couple  of  hours  outside  London. 

gray-suited  banker  types  strategizing 
over  tasty  American  cuisine.  (The 
potato-encrusted  crab  cake  was  the 
best  I've  had  outside  of  Maryland.) 
All  in  all,  smart  accommodations  for 
biz-types  who  don't  have  time  to  be 
shuttled  around  Manhattan  in  Town 
Cars.  Regent  Wall  Street,  New  York; 
(212)  845-8600;  rooms  from  $295,  suites 
from  $325. — Stephanie  Turrett 

Unwinding  Near  London:  Most 

of  you  who  come  to  town  have 
splashed  through  the  rain,  driven  on 
the  wrong  side  of  the  road  and  done 
all  the  usual  mucking  around  by  now. 
So  my  companion,  the  fair  Willow, 
and  I  took  it  upon  ourselves  to  sample 
a  few  all-weather  spots  just  outside 
the  city.  Think  spas,  country  manor 
houses  and  sybaritic  joy — all  within 
a  couple  hours  drive  of  London. 

Hartwell  House  serves  up  a  high 
standard  of  excellence  in  all  cate- 
gories: superb  food;  great  treatments 
and  massages;  comfortable  rooms;  a 
consistendy  pleasant  staff  and  90  glo- 
rious acres  of  parklands  that  evoke 
bodice-ripping  Georgian  fantasies 
With  a  meandering  lake,  weeping 
willow  trees  and  ageless  well-kept 
gardens  to  stroll,  Miss  Willow's  tears 
were  for  the  pleasure  of  nature's 
bounty.  Though  Hartwell  lacks  many 
of  the  outdoor  activities  found  at 
other  house-hotels,  an  overall  sense  of 
well-being  and  comfort  will  pervade 
your  stay.  Use  it  as  a  base  for  visits  to 
Blenheim  Palace  or  Oxford.  Hartwell 
House,  near  Aylesbury,  Buckingham- 
shire; 44-1296-J4J444;  from  $jj8/ 
double  occupancy. 

Stapleford  Park  is  a  joy.  It's  part 
of  entrepreneur  Peter  de  Savary's  very 
clubby  yet  family-oriented  small 
group  of  hostelries,  and  the  effect  is 
wonderful.  Each  room  is  decorated 
in  a  different  theme  and  has  its 
own  character.  The  workout  room  is 
spacious  and  well-equipped,  and  the 


Pen  and  J2feperr 


The  black  lacquer  interchangeable 

roller/ballpoint  pen.  with  black  leather  holder, 

from  Jorg  Hysek.  For  a  free  catalog: 

800-608-7583. 


UOHG  HYSEK 

Available  at  fine  pen  stores. 
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If  only  guys  were  this  passion; 
about  prostate  health. 


All  it  takes  to  maintain 

prostate  health  is  Prostate 

Guys  talk  about  sports.  Not  pros 
health.  But  if  you're  over  40,  her 
why  you  need  to  think  about  it. 

Testosterone  levels  can  start  to 
which  can  impact  prostate  hea 
That  may  lead  to  frequent  urir 
in  70%  of  men  by  age  65. 

But  now  there's  clinically  pro 
Prostatonin.  It  helps  maintai 
normal  hormonal  balance  to 
your  prostate  healthy.  So  yoi 
might  avoid  all  those  trips  to 
men's  room.  Maintain  your  p 
health  now  with  Prostatonin 

PROSTATONh 


HWattSBW 

CmcMllV  proven  o,  doctors  to 
,  Promote  nmWtWt*^ 
.mam******"*"*"" 


Support  prostate  neatlri 
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From  Ginsana'  and  Ginkobaf 

LEARN  MORE.  VISIT  WWW.PHARMATON.COf: 

Read  and  follow  label  instructions.  Available  in  the  vitamiH 
drug  and  discount  stores.  ©2000  Boehringer  Ingelhcim  I'hann 


il  is  lovely.  This  old  (17th-century) 
ntry  mansion  brims  with  roaring 
s  in-season  and  walled  gardens 
t  turn  urban-dwelling  cynics  into 
ery  country  bumpkins  in  no  time, 
for  a  horseback  ride,  shoot  clays 
ry  your  hand  at  falconry.  (An  18- 
:  championship  golf  course  is  due 
[  1.)  If  a  full  meal  isn't  what  you 
it,  try  the  great  sandwiches  in  the 
kitchen.  Willow  and  I  dragooned 
le  pals  to  join  us  for  a  weekend 
played  squires  and  mistresses  to 
hearts'  content.  It's  that  kind  of 
place.  Stapleford Park,  near  Mel- 
Mowbray;  44-1572-787522;  from 
Vdouble  occupancy. 
;hampneys  is  really  a  spa  that 
happens  to  be  attached  to  a  lovely 
i-century  house  built  for  one  of 
Rothschilds.  It  has  a  very  loyal 
ntele,  and  justly  so.  The  services 
highly  professional,  including 
ly  classes,  a  full  gym,  men's  and 
nen's  spa  areas  with  steams  and 
nas,  and  a  large  pool — all  open 
:.  Though  the  food  focuses  on 
•ries,  grams  and  other  such  mun- 
e  necessities,  it's  delicious.  My 
1  Willow  ate  tons  and  put  on  nary 
Dunce.  (There's  even  a  modest 
e  list  at  dinner.)  Try  the  Thai 
;sage  with  an  Asian-trained  Scot 
led  Harry — twice  if  you  can  book 
1 — or  ask  for  Eva  to  find  out  just 
f  massage  should  be  done.  For 
ital  therapy,  try  an  art  class  or 
nosis.  Champneys,  Wigginton, 
ig,  Hertfordshire;  44-1442-291111; 
1  $353  per  person,  includingfood. 
lealth  and  weight  loss  are  the 
g  at  Grayshott  Hall.  As  with 
.mpneys,  this  spa  has  a  full  range 
srvices  and  very  fine  steam  and 
1a  areas,  which,  sadly,  close  at 
n.  The  gym,  though,  is  the  best 
le  lot.  It's  not  huge,  but  it  sports 
•od  range  of  workout  machines 
1  Keiser  that  use  compressed 
;nd  fingertip  weight  controls.  I 
these  machines  because  they're 
asy  to  use;  couple  them  with 
fitness  bicycles  and  I'm  there. 
/shott  dates  to  1887;  the  period 
is  in  the  original  building  are 


charming,  and  some  are  quite  a  bit 
pricier  than  the  spa  wing  rooms.  But 
chances  are,  as  with  Willow  and  me, 
you'll  be  in  class  or  on  a  massage  table 
or  walking  the  heather  and  bracken 
downs  that  he  on  the  property's  edge. 
Grayshott  Hall,  near  Hindhead,  Surrey; 
44-1428-602020;  from  $235  per  per- 
son/double occupancy,  tncludingfood. 
— Bob  Laidlaw 

Somewhere  in  the  Desert:  Though 

you  wouldn't  know  it  from  the  head- 
lines, there's  more  to  Israel  than  elusive 
peace  processes  and  exploding  buses. 
I  recently  spent  a  week  sampling  the 
Holy  Land's  multitudinous  adven- 
ture opportunities  and  saw  that  they 
were  good. 

Remember  that  scene  in  Lawrence 
of  Arabia  when  T.E.  is  walking  and 
his  Bedouin  protege  beseeches  him 
to  share  the  camel?  Lawrence  isn't 
doing  penance;  he's  just  taking  a 
break.  Or  so  the  guides  of  Camel 
Riders  Desert  Exploration  Tours 
assured  us  during  a  safari  through 
Israel's  striking  Negev  desert — a 
convenient  explanation,  considering 
they  had  only  three  camels  for  half  a 
dozen  riders.  Yet  there's  a  seductive 
intrigue  to  walking  the  land  bridge 
between  continents,  where  countless 
camel  caravans  much  bigger  than 
our  own  schlepped  frankincense, 
myrrh,  salt — maybe  even  Lot's  wife. 
Camel  Riders  Desert  Exploration 
Tours,  Shacharut;  972-7-6373218. 

For  a  surprising  thrill,  raft  the 
Jordan  River  to  the  Sea  of  Galilee. 
Five  times  steeper  than  the  Colorado 
River,  the  Jordan's  Class  III  and  IV 
rapids  spike  under  flowering  trees,  and 
the  guides  are  well-traveled  fast-water 
addicts  who  enthusiastically  discuss 
the  world's  best  thrills  and  paddling 
techniques.  Jordan  River  Rafting  Co., 
Kibbutz  Gadot;  972-6-6954622. 

Soar  silently  on  desert  thermals 
aboard  glider  planes  piloted  by 
former  Israeli  air  force  fliers.  There's 
an  all-encompassing  silence  once  the 
tow  line  is  unhooked  and  the  pilot 
glides  over  hills  and  valleys  and 
irrigated  settlements.  Oops,  is  that  a 


Swiss  i^ffiy* 


The  traditional  Swiss  multi-purpose  knife- 
Redesigned  by  Jdrg  Hysek  and 
manufactured  in  carbon  f:ber  and 
high-tensile  steel.  For  a  free  catalog: 
800-608-7583. 
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Giveyourself 
"the  shiver' 

Come  to  know  why  our  36.000  acres  along  the  Colorado  border  has  been  chosen  the  best 
sporting  retreat  in  North  America.  Amid  our  big  game.  14  lakes,  and  miles  of  trout-filled 
streamsyou'll  travel  to  an  Apache  Territory  of  world-class  hunting,  fishing,  and  riding;  expert 
guides.  4WD  excursions,  sporting  clays.  And  a  mountain  lodge,  spa.  and  dining  that  beckon 
you  from  the  trail.  Discover  what  a  few  dynamic  business  leaders  have 
called  the  perfect  haven  of  hospitality,  camaraderie,  solitude,  and 
outdoor  challenge.  We  call  it  the  shiver  of  adventure. 

Chama.  New  Mexico  (near  Santa  Fe  &  Taos)  y 

For  brochure  and  video,  call  50S-7S6-2I33  or  _,      i^Vj,  i^U. 

e-mail  reservations@lodgeatchama.com  I  HGIjOCKJG  3tv_J"lcimcl 


Celebrate  the  Memories 
with  The  Gift  of  Love. 


The  (nit  <•!  Love  is  a  customized  book 
handcrafted  for  you.  Priceless  memories 
ol  those  never  to  be  forgotten  occasions 
will  resonate  perfe<  tlv  whenever  you  visil 
your  dill  o)  Love. 

Each  richly  bound  volume  is  hand 
stitched  .^A  rubbed  to  a  fine  patina. 
Yum  priceless  photographs  are  digitally 
reproduced  .n\d  eleganuy  presented  on 
heirloom  quality  archival 

'/'/>(■  (it'll  of  Love...wbere  the 
memorlu  go...to  cherub  forever. 

Toll  Free  1.888.324.1244 
elebratethememories.coni 


i  Marketing  Co.  LLC 
n  R<l.  Greenwich  Ct.  06830 


Syrian  missle  that  just  went  by?  Dv 
Paragliding,  Even  Yehuda;  972-1 
8990277,  www. dvirparagliding.  co.\ 

Other  retired  military  types  alj 
guide  jeep  tours  between  the  mini 
fields  of  the  nearby  Golan  Height 
pointing  out  antelope  and  othi 
desert  wildlife.  Chilling  out  over  co 
fee  at  their  kibbutz  afterwards,  01 
driver,  a  pilot  in  the  Six  Day  Wa 
surprised  us  by  saying  that  thinj 
would  go  much  smoother  if  Isra 
would  return  the  Heights.  Ayel 
Hashachar  Galilee  Jeep  Tours,  Ayel 
Hashachar;  972-6-6930733. 

In  the  highlands,  you  can  rapp 
down  the  violet  canyon  walls  ove 
looking  the  great  Ramon  Crater, 
forget  about  the  ropes  and  mounta 
bike  into  the  Rift  Valley  at  sunris 
Adam  Sela  Rappelling,  Mounta, 
Cycling,  Hiking  and  Jeep,  Mitz 
Ramon;  972-50-308272.  You  can  al 
test  your  archery  skills  while  hikii 
around  the  Crater  on  a  target  ran 
laid  out  like  a  golf  course.  Wi 
half  a  dozen  competitors  firing 
around,  you'll  feel  like  you're  layi 
seige  to  the  sandtraps  and  demari 
ing  tribute.  Desert  Archery,  Mih. 
Ramon;  972-50-344598. 

After  bobbing  like  a  drunken  ol 
schmered  with  therapeutic  mud 
the  Jello-like  Dead  Sea,  take  aje 
safari  into  the  splendid,  otherworli 
wilderness  of  the  northern  Neg 
and  southern  Judean  deserts 
guide  plays  a  mean  folk  guitar 
der  the  ledge  by  a  swimming  stre: 
that  cuts  through  rock  so  white  a 
smooth  it  seems  organic.  Jeepers  De, 
Tours,  Arad;  972-7-9971235. 

By  the  clear  waters  of  the  Rl 
Sea,  put  on  a  billowy,  clown-like  si 
and  brave  the  winds  of  the  Airodiii 
Here  skydivers  practice  by  floatil 
over  a  gigantic  fan,  the  ultiml 
desert  breeze.  Closer  to  flying  til 
simply  falling.  The  Euro-pop-stf 
proprietors  will  amaze  you  as  tW 
link  in  tandem  and  rise  far  abtl 
the  top  of  the  vertical  wind  turn! 
Skydive  Eilat  &  Airodium,  EiM 
972-7-6332386,  www. skydive. co.\ 
— Skip  Kaltenhkus 
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Earned  by  discerning  travelers  the  number  two  island  in  the  world',  and  the 
>nly  one  with  a  single  resort,  Pangkor  Laut  is  unique.  Privately  owned,  the 
sland  is  covered  by  a  two  million  year  old  jungle,  dimpled  with  coves  of 
olden  sand,  and  set  amidst  an  emerald  sea  in  the  Straits  of  Malacca. 

/ess  than  a  tenth  of  the  island  was  used  to  create  Pangkor  Laut  Resort, 
destination  which  harmoniously  blends  nature  with  luxurious  accommodations 
nd  facilities.  No  towns,  no  highways,  no  hubbub.  There's  nothing  quite  like  it 
nywhere  else  on  Earth. 

Conde  Nast  Traveller  (October  1999) 

angkor  Laut  Resort,  Pangkor  Laut  Island,  32200  Lumut,  Perak,  Malaysia 

(605)  699  1 100  •  Fax:  (605)  699  1200  •  plr@po.jaring.my  •  www.pangkorlautresort.com 

TL  North  American  Marketing  and  Sales  Office 

77-757-5288  (toll-Free)  •  info@pangkorlaut.com  •  www.pangkorlaut.com 


Pangkor  Laut 


ONE  ISLAND  •  ONE  RESORT 
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here's  something  about  a  tall  ship  voyage  that  bring! 


■" 


ftrBP 


>dge  in  people.  On  the  Star  Flyer,  it's  a  rite  of  passage. 


Star  Flyers  two-week  voyage  from  Cannes, 

France,  to  Palma,  Gran  Canaria,  via  Ibiza,  Gibraltar  and 

the  Portuguese  miracle  of  Funchal,  Madeira,  was  adventure  enough  for 

most  mortals,  a  passage  bookmarked  by  a  blur  of  bare  breasts,  Ferraris  and  flaming  desserts. 
The  Force  10  gale  off  Corsica  was  a  bonus.  Thirty- foot  waves  exploded  against  the  hull  as  the 
tempests  screamed  a  high  E  in  the  rigging  throughout  the  night,  Neptune's  way  of  telling  us 
life  is  not  a  movie.  Most  neophytes  had  jumped  ship  well  before  the  Canary  Islands,  fully  cured 
of  their  prairie-bred  romance  with  tall  ships.  Safely  ashore,  our  ersatz  Billy  Budds  are  last  seen 
piling  headfirst  into  taxis  bound  for  the  nearest  airport.  Fists  full  of  cash.  They  never  lookback. 
•  For  the  hard-boiled  sailors  among  us  the  real  challenge  lay  ahead.  To  get  from  her 
summer  cruising  grounds  in  the  Aegean  to  her  wintering  in  the  Caribbean,  Flyer  has  been 
making  trips  across  the  Pond  twice  a  year.  Navigating  these  thousands  of  miles  of  "blue 
water"  has  been  known  to  sailors  since  Columbus'  day  as  simply  The  Crossing,  a  term 
mumbled  by  dockside  salts  in  tones  reserved  for  the  memory  of  their  first  bad  storm  and 
virgins  wearing  haloes.  Shortly  after  midnight,  five  centuries  after  the  great  navigator 
sailed  from  this  very  harbor,  we  slipped  docklines  from  bollards  and  shoved  off.  •  A 
gaggle  of  wistful  senoritas  waved  hankies  from  the  dock.  The  jibs  snapped  taut  before 
an  off-shore  breeze  and  gave  us  helm  out  of  the  harbor.  One-hundred  and  eleven  of  us 
gathered  on  Flyers  foredeck  and  gazed  into  the  inscrutable  void.  Was  this  the  mother  of 
all  metaphors?  The  long-dreaded  karmic  reward?  Witless  before  the  unknown,  chastened 
by  mortal  pettiness  and  the  innumerable  silences  of  stars,  no  trace  of  doubt  could  have 
unhinged  my  conviction  that  before  we  glimpsed  the  other  side  we  would  fall  off  the  earth. 


Text  and  Photographs  by  Paul  VanDevelder 


othing  on  land  prepares  you  for  the  s< 
>f  the  sea.  Its  principal  dimension  lie: 
ond  the  muscle  of  lansuase  to  gather 


G      ENTRY 


FRIDAY, 
OCTOBER  15 

A.M.  TO  NOON 
81  NAUTICAL 

MILES 
M)  MADE  GOOD 


When  I  awake  at  dawn  we 
are  crashing  along  under  full  sail. 
The  cabin  floor  heaves  underfoot,  a 
strange  comfort,  as  the  blue  Adantic 
spins  eddies  in  my  cabin  porthole. 
This  is  Flyer's  element,  that  feature- 
egion  on  the  great  petri  dish  of  planet  Earth  where  the 
idary  trade  winds  blow  in  a  furious  cyclonic  belt  en- 
ing  ten  million  square  miles  of  Adantic  ocean.  They 
lift  us  westward  under  36,000  square  feet  of  Dacron. 
t's  enough  warp  and  woof  to  cover  every  square  foot  of 
g  space  in  18  average-sized  American  houses:  all 
ted  by  hand,  sailing  by  block,  tackle  and  arm-strong. 
r's  exuberance  seems  boundless,  challenged  by  a  limit- 
horizon,  by  the  swirling  sky,  the  romp.  There  is  no 
g  back.  Each  of  us  must  make  peace  with  this  bargain 
surrender  to  the  forces  at  work  out  here.  It  seems  that 
1  Snowden,  the  tiny  finch  that  stowed  away  in  Cannes, 
esumed  his  vigil  on  the  bowsprit  and  taken  a  pass  on 
ca,  opting  instead  for  retirement  in  the  Caribbean 
.  Everyone  on  board  is  the  protagonist  in  his  or  her 
story.  The  newly  arrived  lurch  about  the  decks  like 
3  drunks,  bleary  from  jet  lag,  warily  eyeing  all  that 
r  and  thinking,  no  doubt,  "God,  get  me  through  this!" 
efore  we  left  Palma  we  loaded  on  180  tons  of  water, 
>  heads  of  lettuce,  700  pounds  of  pasta  and  6,000 
ids  of  shrimp.  We  hail  from  30  countries  and  speak 
nguages.  Our  bowsprit  points  south  by  southwest 
:arch  of  the  elusive  trade  winds,  those  atmospheric 
irbances  created  by  the  meeting  of  low  pressure  at  the 
.tor  and  high  pressure  just  north  of  the  tropics, 
ly  money  says  this  deal  will  unfold  in  one  of  two 
;...into  a  carnival  or  a  floating  encounter  group.  I'm 
ing  carnival.  Confronted  by  all  that  emptiness  at  eight 
s,  all  those  shades  of  blue,  the  world  is  going  to  look 
nuch  like  the  vacancy  of  their  real  lives  for  anyone  to 
actuality.  Both  options  have  staunch  advocates  and 
Dbbying  has  begun.  I  remain  cheerfully  independent, 
le  early  warning  signs  are  ominous.  I  fear  I  have  been 
among  nincompoops. 

CTivmES  Announcement:  "The  weekly  meeting  of 
lat  Earth  Society  will  be  held  at  the  base  of  the  main 
,  tomorrow  a.m.  at  0900.  Boatswain's  chairs  and 
sses  are  required  equipment  for  the  field  trip  to  the 
f  the  main  mast." 

uote  of  the  Day:  "Americans  are  best  loved  for 
periodic  brushes  with  earnestness." — Roger,  an 
doctor. 

'tober  75 

ir/ing  Brenda, 

'e  sailed  201  miles  today,  noon  to  noon.  I  tossed  a 

i  letter  off  the  stern  just  after  lunch.  There  is  no 

age  of  empty  wine  bottles,  vodka  bottles,  scotch 


bottles.  As  passengers  pee  off  the  lee  rail  the  great  ship 
rises  inch  by  inch  out  of  the  sea. 

I  could  not  have  anticipated  the  eerie  sensation  of 
watching  my  letter  drift  out  of  sight,  corresponding 
with  people  in  an  unseeable  future.  I  gave  our  current 
position  and  explained  how  to  contact  me  if,  by  some 
miracle,  someone  stumbles  upon  this  green  shard  of 
glass  on  a  distant  shore. 

Nothing  on  land  prepares  you  for  the  scale  of  the  sea. 
Its  principal  dimension  lies  beyond  the  muscle  of  language 
to  gather  it  in. 

Life  aboard  ship  is  a  reminder  of  Hemingway's  cruel 
observation:  The  only  thing  that  can  screw  up  a  nice  day 
is  people.  When  I  want  a  httle  solitude  I  climb  the  radines 
up  to  the  first  crow's  nest,  80  feet  above  the  deck  and 
helm.  Once  there  I  have  the  ship  to  myself,  alone  with  the 
endless  hypnotic  motion  of  the  sea.  No  one  seems  quite 
daring  enough  to  follow  me  up. 

The  night  sky  is  wondrous,  an  otherness  framed  by 
an  immensity  that  grows  increasingly  unimaginable  the 
longer  you  peer  into  it.  Like  your  eyes.  The  moon  rises 
over  our  stern,  etching  the  ship's  shadow  in  silver  as 
Flyer  leaps  through  the  blue  tumult.  Night  bends  to  day 
bends  to  night  bends  to  day,  just  as  it  has  through  un- 
countable millennia.... 

Passengers  on  this  voyage  range  from  a  20-year-old 
Italian  bartender  to  a  92-year-old  retired  gynecologist, 
three  stroke  survivors  and  a  pint-sized  German  fellow 
with  a  mouthful  of  silver  caps  who  sits  at  the  bow  for  end- 
less hours,  just  staring  at  that  distant  horizontal  line. 

He  has  a  Mona  Lisa  aspect  and  never  utters  a  word. 
His  mysterious  vigil  reminds  us  that  we  are  each  born  into 
the  slavery  of  terminal  uniqueness. 

I  call  him  Ishmael. 


LOG       ENTRY 


SUNDAY, 

OCTOBER  17 

LATE  AFTERNOON 

NOON  TO  NOON 
202  NM 

POSITION:  23' 

54. 4"  N.,  22-  47"  W 


Beautiful  day.  Lord  Snowden, 
the  French  finch,  met  Dirty  Harry,  the 
Panamanian  parrot.  They  set  aside 
their  differences  long  enough  to  dine 
from  the  same  dish.  Lord  Snowden, 
who  fancies  himself  an  eagle,  appears 
cheered  by  his  new  companion. 
The  Saharan  sun  is  intense  at  midday,  as  relendess  as  a 
blowtorch  on  a  mirror.  Any  breeze  is  an  answered  prayer. 
We're  sailing  south  by  southwest  in  search  of  the  trades, 
scouring  the  horizon  for  that  telltale  discoloration  of  the 
sea  where  one  tone  of  blue  yields  to  another. 

Regardless  of  how  fast  or  slow  we  sail  we  are  con- 
demned to  the  center  of  this  vast  blue  disk.  Hannah,  the 
Mother  Teresa  of  B  deck,  organized  a  church  service 
on  the  bridge.  The  liturgy  lasted  all  of  five  minutes. 
The  headiness  of  redemption  sent  all  sinners  crashing 
toward  the  bar  in  the  English  tradition  of  "thirst  after 


FORBES  FYI  75 


righteousness."  Despite  the  gaiety  I  feel  a  touch  gloomy. 
A  soul-ar  eclipse,  of  sorts,  a  darkening  of  the  spirit. 

Hope  it  passes. 

Activities  Announcement:  "The  French/German 
Friendship  Committee  was  scheduled  to  meet  in  the  li- 
brary to  discuss  the  Star  Flyer  beach-chair  concession. 
Nobody  attended.  It  has  been  rescheduled  for  next  year." 


MONDAY, 

OCTOBER  18 

1  P.M. 

NOON  TO  NOON 
WHO  CARES? 

POSITION: 
WHO  CARES? 


log     entry 

Mailed  another  bottle  let- 
ter.  The  note  said:  "HELP!"  They 
warned  me  about  this.  Stuff  getting 
on  my  nerves,  pole  vaulting  over 
mouse  turds,  antisocial  behavior. 
Pathology  is  beginning  to  show 
through  civilized  veneers.  Such  a 

tawdry  species,  we  humans!  On  our  best  days! 

Quote  of  the  Day:  "What  time  does  this  place  get 

to  St.  Barts?" — Liz  Taylor,  passenger 

By  midafternoon  on  Monday,  four  days  out  of 
Palma,  the  dragon  owned  me.  Madness  was  slobbering  on 
my  soul,  its  breath  so  foul  that  the  act  of  breathing  was  a 
concession  to  spiritual  defeat.  The  terror  of  interminable 
days  ahead  loomed  as  a  burden  too  great  for  my  meager 
inventory  of  psychic  reserves.  I  know  Montana.  I  know 
Roosevelt  elk  and  western  rivers,  alluvial  benches  and 
short-grass  prairie  and  wild  lupine,  Brenda's  impossibly 
lovely  ankles  and  Crow  powwows,  three-weight  flyline 
and  size  18  Humpys.  On  chalk  water.  At  dusk,  when  the 
water  boils  with  cutthroat  trout  feeding  like  freshwater 
sharks  in  the  failing  crimson  light.  These  things  mark 
the  boundaries  of  my  narrow  but  cheerful  little  world. 

I  threw  a  cushion  into  the  bow  nets  and  stared  help- 
lessly at  the  nauseating  waves,  visualizing  my  soul  as 
a  karmic  wire  strung  between  Tokyo  and  New  York, 
picking  up  indecipherable  messages  from  my  ancestors. 
Lord  Snowden  remained  stoically  oblivious  to  my  misery, 
braced  in  his  solemn  vigil  at  the  tip  of  the  bowsprit,  daunt- 
lessly  undiminished.  Someone  dropped  into  the  nets 
behind  me,  then  another. 

Bill  and  Martha  plopped  into  the  net,  followed  by 
Ralph,  a  two-star  Air  Force  general  who  had  just  retired 
after  giving  birth  to  something  called  the  B-2  bomber. 
Fifteen  feet  below  us  Flyer's  bow  wave  made  a  pitiful  hiss. 
We  were  creeping  along.  Across  an  ocean. 

"1  have  a  confession  to  make,"  Bill  blurted,  dispensing 
with  introductory  remarks. 

"I'm  all  ears,"  1  said. 

"You  remember  this  morning  how  I  told  you  everything 
was  great,  never  been  happier?"  asked  Bill. 

"If  we  need  to  elect  an  adult,  I  nominate  Martha," 
ted. 
\T  WANT  TO        THE  ADULT!"  she  cried. 

IRE 


"IT  WAS  A  LIE!  I'M  NONE  OF  THOSE  THINGS 
Bill  blurted.  "I'M  A  MESS!" 

"The  smallest  quirks  give  me  the  heebie-jeebies,"  sai 
Martha.  "It  started  two  days  ago.  It's  awful!" 

Martha's  forced  smile  was  one  of  those  involuntai 
survival  reflexes  hard-wired  into  the  DNA  of  the  fema 
descendants  of  Confederate  war  heroes.  Flyer  rolled  lazi 
as  Lord  Snowden  circled  the  ship  on  his  afternoon  aen 
bics.  "The  day  my  wife  filed  for  divorce,"  I  heard  myse 
begin,  "my  dog  was  killed  by  a  drunk  Junior  League 
What  was  left  of  my  marriage  fit  into  a  small  suitcasi 
That  was  an  up-tempo  week." 

My  unrehearsed  confession  elicited  reactions  of  sel 
conscious  shame.  Ralph's  jaw  muscles  rippled  again 
the  tension  of  his  unshaven  sunburn.  Then  sudden! 
unaccountably,  as  if  Neptune  realized  that  a  mutiny  w; 
at  hand,  the  miracle  happened.  I  glanced  at  Ralph's  watc 
3:52  p.m.  The  wind  shifted  15  degrees,  then  30.  And  tht| 
it  blew.  Hard! 

Flyer  surged  and  heeled  as  her  bow  wave  roared  to  lif 
I  glanced  aft  and  saw  the  first  mate,  Christian,  scurryir 
toward  the  helm.  The  sails  snapped  like  whips  as  the  j. 
sheets  jerked  taut  overhead.  Flyer  had  suddenly  awakene 
stirred  from  a  coma  by  memories  without  origin.  V 
regarded  one  another  in  silent  amazement.  "WHAT 
IT?"  cried  Martha. 

"It's  the  trades,"  I  whispered.  "We  just  hit  the  trade: 


TUESDAY, 
OCTOBER  19 

NOON  TO  NOON 
219  NM 

POSITION:  19'  58"  N, 
32'  42"  W 


LOG       ENTRY 

O  be  joyful!  The  trades!  Th 
are  as  sweet  as  a  first  kiss,  the  one 
measure  all  others!  I  cannot  sury 
this  scene  without  thinking  of 
sailors  who  ventured  before  us.  T 
element  of  our  planet,  the  visible  pi 
of  this  great  ocean,  has  not  changed  one  iota  since 
Santa  Maria,  Pinta  and  Nina  cleaved  these  waters.  Fl 
blasts  through  the  ocean  like  a  freight  train  on  rails.  I 
exhilarating  and  constant,  a  place  where  time,  as  we  ko 
it  on  land,  becomes  an  aberration.  Day  slips  into  ni 
with  a  spectacular  show,  spinning  the  sky  through  a  co 
wheel  of  subtle  hues. 

The  feathery  flicker  of  Lord  Snowden  reels  me  back 
the  moment.  He  found  his  way  into  the  dining  ro< 
today  and  kept  flying  into  the  portholes  and  nearly  br( 
his  determined  little  neck.  Heroic  efforts  by  the  cr 
(and  a  butterfly  net)  saved  him  from  himself;  yet  anot) 
timeless  sea  story. 

La  noche  is  the  great  payoff.  Ben  and  Cojo,l 
Caribbean  deckhands,  and  I,  meet  on  the  bridge  und< 
nave  of  stars.  We  take  our  turns  at  the  helm  under  ai 
full  of  sail,  moonlight  and  wind.  The  spokes  of  the  h< 
fill  my  hands  as  Flyer  bounds  through  the  ocean,  chas 
her  shadow  down  a  moonbeam.  Sometimes  I  have 


I 


ail  south  by  southwest  in  search  of  the  trades 


ring  the  horizon  for  that  telltale  discoloratior 


sea  where  one  tone  of  blue  yields  to  anothei 


rein  myself  in  to  contain  the  buoyance,  the  awe,  as  Cojo 
peers  into  the  timeless  heavens  and  calls  roll  among  our 
mythical  menagerie;  Arcturus,  Ursa  Minor,  Andromeda, 
celestial  beacons  that  have  guided  sailors  across  the  great 
oceans  for  thousands  of  years.  To  think  ourselves  alone 
would  be  a  conceit  to  shame  even  arrogance. 

Quote  of  the  Day:  "No  problem  can  be  solved  in 
the  consciousness  which  created  it." — Mr.  Bill  Banks  on 
Mr.  Albert  Einstein 

Saturday,  October  23 

Dearest  Brenda, 

We've  been  in  the  trades  almost  a  week  now,  rolling 
across  the  surface  of  this  great  blue  disk  on  a  billowing 
cloud.  The  air  is  sweet,  almost  mellifluous,  and  the  days 
unfold  in  rhythms  set  aeons  before  men  knew  there  were 
rhythms.  The  only  mystery  out  here  is  us.  Who  are  we? 
Who  is  that  in  the  mirror? 

No  one  talks  about  mariana,  yesterday  or  the  speed- 
wheel  existences  we  left  behind,  identities  discarded  like 
the  molted  skin  of  strangers. 

Our  shared  utterances  bear  the  mark  of  who  we  are, 
not  the  impersonations  of  some  kidnapped  persona  cob- 
bled together  out  of  fragments  of  shadow.  In  the  heat  of 
the  day  we  repair  to  our  favorite  sanctuaries.  Ishmael  takes 
his  position  at  the  bow,  as  reassuring  as  a  prayer  in  a 
storm.  Always  facing  out.  Always  scanning  the  horizon. 
He  is  all  of  us. 

Activities  Announcement:  "All  passengers  80 
years  and  older  wishing  to  go  to  the  top  of  the  main  mast 
in  a  boatswain's  chair,  are  reminded  by  the  captain  that 
you  must  have  the  release  form  signed  by  BOTH  parents." 

Quote  OF  THE  Day:  "An  Englishman  is  a  self-made 
man  who  worships  his  creator." — Irishman  Roger  Dougherty 

LOG       ENTRY 


WEDNESDAY, 
FEBRUARY  11 

NOON  TO  NOON 
0  NM 

POSITION:  47-  15"  N, 

114'  30  W 

RATTLESNAKE 

CREEK.  MONTANA 


The  forecast  is  for  more 
snow,  high  winds  and  frigid  tem- 
peratures, reason  enough  to  bank 
another  log  in  the  wood  stove  and 
hunker  down. 

Dusk's  sad  light  fades  from  the 
cabin  windows  as  a  small  herd  of 
winter's  ghosts  bend  their  graceful 
heads  to  graze  in  the  meadow  below  the  asparagus  garden. 
A  year  has  passed,  and  I  have  heard  from  many  of 
my  fellow  voyagers  on  Flyer.  Nearly  all  report  that  their 
lives  have  changed,  for  the  better  for  the  most  part, 
evidence  of  grace  bestowed  upon  a  few  people  lucky 
enough  to  have  glimpsed  our  planet  through  new  glasses. 
We  sailed  across  the  Atlantic  from  east  to  west,  across 
thousands  of  miles  of  ocean  under  a  cloud  of  sail.  Life 
s  on.  The  same.  Forever  different. 

selling  his  6,000-square-foot  house  in  California, 


shedding  the  bric-a-brac  of  a  lifetime  and  moving  intc 
condo.  Tommie  has  been  to  London  twice  to  visit  Rog< 
and  Martha  is  trekking  in  Peru. 

Ralph  is  holding  out  for  a  trip  to  the  moon,  beyon 
And  one  fine  day,  a  year  after  that  morning  when  \ 
all  gathered  in  the  first  rose  light  of  dawn  to  watch  tl 
Caribbean  islands  rise  out  of  the  watery  horizon,  tl 
phone  rang  in  this  cabin. 

It  was  lunch  time  in  Bermuda,  where  a  reporter  for  tl 
Royal  Gazette  newspaper  was  doing  a  story  on  a  gendem: 
from  Toronto  by  the  name  of  Stewart  McKeough. 
seems  Mr.  McKeough  went  swimming  early  that  mori 
ing  and  saw  something  in  the  glassy  curl  of  a  wave  as  I 
paddled  ashore.  Plucking  it  out,  to  his  astonishment,  1 
found  it  was  a  bottle  with  a  note  in  it,  the  note  I  hi 
watched  drift  out  of  sight  as  the  African  coast  slippi 
beneath  the  horizon.  As  the  newspaper  account  wou 
explain,  my  letter  "...drifted  westerly  to  the  eastern  ed 
of  the  Caribbean,  then  north,  pushed  by  hurricanes  ai 
the  prevailing  trade  winds  until  it  got  caught  in  t 
northerly  current  of  the  Gulf  Stream."  Then  this,  t 
kicker,  the  one  that  gave  me  pause:  "Isn't  it  funny,"  ss 
Mr.  McKeough,  "that  today  is  Columbus  Day?" 

We  gathered  one  last  time  as  St.  Barts,  nam 
for  Columbus'  younger  brother,  Bartholomew,  gather 
itself  out  of  the  ocean.  There  it  was,  just  as  the  gn 
navigator  and  his  men  saw  it  five  centuries  before  01 
morning  exacdy  like  this  one.  Those  of  us  who  gathered 
Flyers  bridge  stood  in  little  groups,  our  murmurs  maki 
quiet  testimony  to  the  conflict  between  yin  and  yai 
elation  and  regret.  And  always  solitary,  apart  and  en 
matic,  Ishmael  sat  alone  at  his  accustomed  spot  on  the  be 

Finally,  he  stood  up  and  hurried  past  me  and  I'm  si 
I  saw  him  brush  something  from  his  cheek  before  he  i 
appeared  below. 

Not  being  in  the  mood  for  breakfast,  I  walked  forw 
and  stood  at  the  rail,  alone  with  my  own  jangled  thougl 
imagining  what  those  men  on  the  Nina,  Pinta  and  Sa 
Maria  were  feeling,  half  a  millennium  ago.  Then  a  win 
something  flew  past  my  cheek  with  a  glancing  flut 
I'd  like  to  think  that  delicate,  melodious  whir  was  fil 
language  for:  "Dug  it,  man!  Catcha  later.  Be  cool."  L 
Snowden  was  soon  a  feathery  speck,  skipping  gleefi 
over  the  waves,  before  he  disappeared  altogether.  • 


Royal  Clipper,  Star  Flyer  s fully  rigged,  five-masted  b\ 
sister  ship,  sails  westbound  from  Cannes  to  Barbados  6 
October  y,  calling  at  Mallorca,  Ibiza,  Malaga,  Madeh 
and  Gran  Canaria.  Passengers  can  sail  between  poin 
or  sign  on  for  the  entire  voyage.  For  more  informatioi 
contact  Star  Clippers  in  Monaco,  377-07-07-84-20,  or\ 
410 1  Salzedo  St.,  Coral  Gables,  FL,  33146;  (800)  442-0$ 
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EflSJDiaialfflEIiGias^^ 


STALK 
,     ]HE  WILY  CUT     ^ 

JtAINBWL 


I 


>v 


<*>.      ^ 


H 


WW 


J; 


m.   m 


iJiJ£[)UJ7r:]iJriO      Cp) 

ciir/fjujijuui^r 


ALL#/|-800-225-5996 

isit  wwwvWyomingTourism.org  For  a  Free  Wyoming  Vacation  MfcF 


Those  yawning  caverns  on  the  side  of  the  house  aren't  really  for  cars  anymore.  Active  Americans  need  a  plac 
to  keep  their  expensive  gear  under  lock  and  key.  You  can't  store  a  pair  of  mountain  bikes  in  the  living  roorr 
And  where  do  you  put  the  sea  kayaks  and  canoes  for  him  and  her?  Then  there  are  tents,  archery  equipmen 
and  don't  bring  those  boots  in  the  house  if  they're  muddy.  >  FY  I  has  tracked  down  all  the  right  equipmer 
for  your  garage-stuffing  pleasure,  as  well  as  some  great  excursions  to  put  your  gear  to  good  use — or  at  lea: 
get  you  in  the  mood  to  use  it.    BY  NEAL  SANTELMANN  •   PHOTOGRAPHS  BY  RON  REEVE 
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m  WHAT  TO  BUY:  Most  recreational  skaters  don't  have 

8   the  leg  strength  to  glide]  comfortably  in  soft-booted 
speed  skates.  But  boots  are  changing.  "The  newest 
^  (   thing  is  soft  boots  which-  are  hard  in  the  right  places — 
such  as  the  sole  and  apide — to  give  flexibility  for  speed 
without  requiring  extraordinary   leg  strength,"  says 
on  the  U.S.  Inline  Speed  Skating 
Team.  Thepew  four-wheel  Catalyst  from  K2  combines 
loot  and  lightweight  bearings  with  a  stiff  mag- 
£fl    nesium  frame,  enabling  even  wobbly-legged  skaters  to 
jj      blade  for  miles  without  running  out  of  steam.  K2 
JM4   Catalyst,  $250;  for  retailers,  (800) 
£*    972-4063,  www.k2skates.com. 
iP"l    WHERE  TO  GO:  Somewhere   in 
between  walking  tours  and  bicycle 
excursions  are  Zephyr  Inline  Skate 
Tours.  Now  in  its  fourth  year,  Zephyr's 
roller-jaunts  combine  training,  sight- 
seeing and  local  ambience  across 
blessedly  flat  locales:  Florida's  Gulf 
Coast;   Minnesota   Rail  Trails;  the 
Netherlands;  Switzerland's  Rhone 
River  Valley;  and  ten  days  of  "Eur- 
ope by  Night"  through  the  streets 
of  Amsterdam,  Berlin  and  Paris.  All 
tours  have  three  different  routes: 
Beginners  average  12  miles  a  day, 
advanced  bladers  grind  out  more 
than  30.  From  $495-$l,765; 
Zephyr  Inline  Skate  Tours; 
(888)  758-8687, 
www.skatetour.com. 


I  WHAT  TO  BUY:  Forget  about  the  beauty  of  the  night 
skyt  you  won't  get  a  good  night's  sleep  on  a  camping  trip 
unless  there's  a  nice  tent  over  your  head.  Cabela's 
eight-person  Grand  Peak  ($250)  stands  seven 
Ufeet  tall  with  17x12  feet  of  floor  space  and  in 
tegrated  side  storage  vestibules  for  excess 
gear.  (And  what  other  kind  is  there?)  A 
mesh  ceiling  and  huge,  heavy-zippered 
windows  let  in  plenty  of  fresh  air — or 
ke  from  the  steak  sizzling  on  your  camp 
e.  Speaking  of  which,  for  the  civilized 
iper  the  Primus  Camp  Kitchen  set 
30)  includes  a  gas  grill  with  two 
)00-BTU  burners;  a  double-man- 
lantern  that  burns  like  a  15-watt  bulb;  wire  cook  stand; 
e-outlet  propane  post;  and  an  11  lb.  propane  cylinder, 
l  from  Cabela's;  (800)  237-4444,  www.cabelas.com. 
ERE  TO  GO:  Just  about  anywhere  you  can  pitch  a  tent,  of 
se.  But  once  you're  out  there,  will  you  be  able  to  survive 
night?  The  National  Wild  Turkey  Federation  wants  to 
:  the  ladies,  at  least,  can  take  care  of  themselves/This 
NWTF  is  holding  250  Women  in  the  Outdoors  programs 
cal  chapters  across  the  country.  Participants  car/  choose 
l  dozens  of  hands-on  seminars  in  everything  outdoors: 
ating"  covers  trailering,  launching  and  loading,  boat  types 
equipment;  "Shot-gunning"  examines  gun  types,  gauges, 
no,  safety  and  shooting;  "Camping"  includes  a  ni 
under  the  stars  along  with  the  basics  of  tents,  campf  ires, 
i  campsite  selection  and  cooking  techniques.  NWTF 

|^K>.  Women  in  the  Outdoors,  $50  per  day; 

(800)  843-6983,  www.nwtf.org. 
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lTTOBUY:  The  clunky,  one-size-fits-all  canoes  you 
capsized  at  summer  camp  have  gone  space-age  and 
diversified.  We-no-nah  Canoe  currently  offers  more  than 
20  hull/ designs  for  a  plethora  of  cruising  conditions,  from 
fishing  on  placid  Adirondack  lakes  to  banging  down 
Oregon's  roiling  Deschutes  River.  We-no-nah's  I8V2- 
t  Minnesota  II  is  the  top  of  the  line  for  lengthy  lake 
expeditions.  At  only  42  lbs.,  the  Kevlar  version  shown 
***  here  ($1,975)  is  light  enough  for  portaging  gear  and  glid- 
w  jng  speedily  through  waves.  Be  sure  to  tack  on  all-wood 
trim  ($250).  Also  available  in  even  lighter-weight  graphite. 
We-no-nah  Canoe;  (507)  454-5430,  www.wenonah.com. 
WHERE  TO  GO:  With  1,200  lakes  scattered  across  1  million 
acres  in  northernmost  Minnesota,  the  Boundary  Waters  Canoe 
Area  is  the  largest  wilderness  region  east  of  the  Rockies. 
There  are  two  gateways — the  town  of  Ely  and  the  Gunf  lint 
Trail — and  two  options  for  canoers.  For  "can-do" 
types:  Rent  supplies  from  one  of  the 
region's  many  outfitters,  portage  your 
canoe  lake-to-lake  and  spend  the  night 
under  the  spruce,  balsam  and  pines.  Bill 
Hansen,  whose  family  started  Sawbill 
Outfitters  in  Tofte  (218-663-7150)  44 
years  ago,  told  us  his  highest-end  pack- 
age— including  "everything  but  the  clothes 
on  your  back" — runs  $75  per  person,  per 
day.  For  "please  do"  types:  Tuck  into  a  full- 
service  lodge  for  a  comfortable  night's  sleep. 
The  oldest  lodge  near  Ely,  the  Burntside 
Lodge  (218-365-3894),  is  on  the  shores 
of  12-mile-long  Burntside  Lake.  Near  the 
Gunflint  Trail,  the  Bearskin  Lodge  (800-338- 
4170)  has  four  lodges,  11  private  cabins  and 
plenty  of  canoes  for  day  trips. 
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4^  WHAtvTO  BUY:  Send  blue  to  yellow  while  splitting  with 
fli  a  thin  takeoff  for  number  two  to  lay  a  rush  on  black.  It's 
P"t  not  a  cocktail  party.  It  is  the  deadly  serious  game  of  six- 
_l wicket  croquet,  a  game  that  sets  boundaries,  imposes 
V^  decorum  and  rewards  or  punishes  timidity  or  aggression 
O  according  to  the  strategic  situation.  For  a  deadly  serious 
JMI  croquet  set,  the  four-player  Club  Set  from  Oakley  Woods 
^0  comes  with  aluminum-shaft  mallets  with  African  bubinga 
hardwood  heads  and  synthetic  striking  faces,  1  lb.  plastic 
balls  and  tournament-style  hoops  in  a  nice  pine  box  ($1,020). 
Oakley  Woods;  (613)  475-3541,  www.oakleywoods.com. 
WHERE  TO  GO:  You  can  learn  the  game  in  the  Florida  sun 
at  one  of  the  U.S.  Croquet  Association's  three-day  courses, 
which  run  from  November  to  April.  Instructors  include  some 
of  the  top  players  in  the  country:  It's  like  taking  batting 
practice  with  Joe  DiMaggio  or  going  to  the  driving  range  with 
Sam  Snead  (well,  perhaps  not  quite  like  that...).  If  you  can't 
travel,  they'll  come  to  your  local  club  and  tailor  a  course 
for  you.  United  States  Croquet  Association;  (561)  753- 
9141,  www.croquetamerica.com.  — GEORGE  HER  RICK 


^^  WHAT  TO  BUY  AND  WHERE  TO  GO:  After 

watching    American    archer 
£■*    Justin  Huish  take  home  two 
JJJ    Olympic  golds  in  1996, 
^N    actress  Geena  Davis 
^r   got  a  loach  and 

-.arted  practicing. 
CO   In  Just  two  years  she 
advanced  to  the  Olympic  tri- 
als, firing  an  Elan  recurve  bow 
from  Hoyt  USA  as  drooling  media 
hordes  recorded  every  shot.  "It  was  quite  a  scene,"  recalls 
Kellick,  of  the  National  Archery  Association.  "ABC  News 
there,  Entertainment  Tonight,  Vogue — we're  not  used  to  it 
For  the  rest  of  us  backyard  archers,  Hoyt's  UltraTec  compo 
bow  ($700)  is  an  easy  shot,  and  its  new  I-beam  techno 
limits  vibrations.  Easton's  X10  arrows  were  the  ammo  of  ch 
for  every  medalist  in  the  '96  Games;  their  small-diamc 
aluminum/carbon  shafts  cut  wind  drift  and  drag  ($30C 
a  dozen).  And  American  Whitetail  makes  a  lightweight, 
polyurethane  mat  that's  all  the  target  you'll  need  ($60).  I 
NAA  offers  referrals  to  coaches  and  archery  clubs  across « 
country;  (719)  578-4576,  www.usarchery.org;  Hoyt;  (801)2-! 
2990,  www.hoytusa.com;  Easton  Archery;  (801)  539-14 
www.eastonarchery.com;  American  Whitetail;  (812)  937-7' 
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WHAT  TO  BUY:  If  you  think  it's  tough  to  haul  golf  clubs 
on  a  lousiness  flight,  try  bringing  along  most  sea  kayaks. 
The  K2  Expedition  double  touring  kayak  from  Feather- 
craft  folds  into  a  couple  of  duffle  bags  that  will  fit 
comfortably  on  a  baggage  carousel,  if  not  in 
an  overhead  bin.  Fully  assembled — which 
takes  about  an  hour — the  87  lb. 
K2  has  the  largest  carrying 
capacity  of  any  folding 
kayak.  Front  and 
deck  portals 
e  it  easy 


d  with 
les.  A  deep,  V- 
sliaped  urethane  hull  adds 
stability  over  the  waves,  and  glides 
almost  ag  fast  as  hard-shell  kayaks.  (It  also 
comes  in  a  s  igle  version.)  Feathercraft  K2  Expe- 
lition,  $4,985;  (604)  681-8437,  www.feathercraft.com. 
Sooner  or  later,  even  the  least  ambitious  pad- 
s  .^jing  to  want  to  try  more  challenging  waters.  Mountain 
k  has  two  intriguing  getaways  for  advanced  and 
icing  kayakers.  "Kayaking  the  Arctic  Riviera"  is  a  22-day 
rf  some  of  the  Arctic's  prettiest  fjords,  in  Northeast  Green- 
National  Park.  It's  a  real  expedition,  with  supplies  toted 
camping  in  the  barren  wilderness  ($3,690-$3,990/ 
n,  depending  on  group  size).  And  new  this  year,  MT+S 
»  a  nine-day  "Alaska  Sea  Kayaking  School"  in  Prince 
\m  SouncL  Much  more  than  proper  paddling  technique, 
jction  is  included  in  wave  handling,  wind,  meteorology, 
anship,  navigation,  supplies,  camping,  first  aid  and  more, 
sous  classroom,  too.  (Four  schools  from  July  14  to  August 
,050/person.)  Mountain  Travel+Sobek;  (888)  687-6235, 
mtsobek.com. 
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WHAT  TO  BUY  AND  WHERE  TO  GO:  From  the  terrain 
under  your  feet  to  the  weight  oj\  your  back  and  the  mus- 
cles in  your  legs,  there's  mupfi  to  consider  before  select- 
ing footwear  for  the  outdoors.  Thinking  on  our  feet,  we 
^asked  Al  Read,  executive  vice-chairman  of  Geographic 
pHf  E)q3eTfittoTrs7""f6suggest  some  good  boots  to  wear  on 
some  of  his  company's  vaunted  adventure  trips.  For  the  rain- 
soaked  jungles  of  Indonesia  on  GE's  14-day  "Irian  Jaya,  the 
Grand  Baliem  and  Asmat  Sailing"  trip,  Read  suggested  the 
waterproof  Asolo  MTF  650  GTX,  which  has  great  support,  a 
molded  heel  piece  for  efficient  foot  movement  and  an  un- 
usual sole  that  accepts  a  semiautomatic  crampon  ($210; 
877-888-8533).  For  the  dusty  Silk  Road  on  GE's  26-day 
"Frontiers  of  Inner  Asia "  tour,  the  light  and  comfortable  Nike 
Air  Wild  Goat's  sticky  rubber  soles  will  keep  you  from  slid- 
ing down  sand  dunes  ($80;  www.nike.com).  For  gamboling 
up  the  Himalayas  on  GE's  27-day  "Great  Route  to  Mount 
Everest,"  the  lightweight  Tecnica  Voyager  TCY  2  is  waterproof 
and  dependable  on  fresh  or  old  snow  ($180;  800-258-3897). 
And  for  GE's  17-day  "Into  Tanzania,"  the  high-topped  Nike 
Air  Exum  is  a  comfortable  and  versatile  approach  shoe  for  the 
rock-,  grass-  and  log-strewn  African  terrain  ($100).  Geographic 
Expeditions  offers  a  vast  array  of  trekking  and  touring  adven- 
tures around  the  globe;  (415)  922-0448,  www.geoex.com. 
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JjJJ  WHAT  TO  BUY:  "Right  now,  the  Phantom  is  on  the  lips 

a    of  every  water-s^ier  in  America,"  says  Chet  Raley,  a 
Boca  Raton,  Florida,  water-ski  coach  who  has  trained 
■  pa|    dozens  of  pros.  The  apparition  he's  talking  about  is  a 
JjJ    graphite/carbon  slalom  ski  from  H.O.  Sports.  The 
TfS    Phantom's  two-ply  woven  carbon  top  limits  twist,  and 
JLj    three  "flex  zones"  give  skiers  increased  speed  over  the 
Q}    water.  "The  biggest  thrill  is  the  acceleration  you  get 
^■1    across  the  wakes  after  a  turn,"  says  designer  Eddie 

Roberts.  "You  can  go  from  25  to  60  mph  in  about 
ii    two  seconds."  Though  under  the  right  feet  the 
^    Phantom  rides  like  a  lightning  bolt,  Roberts 
says  beginners  can  use  it  without  getting 
in  over  their  heads.  H.O.  Sports,  $700 
without  bindings;  (800)  938- 
4646,  www.hosports.com. 
WHERE  TO  GO:  If 
you're  serious 
about 

waterskiing,  the 
place  to  get  better  is 
Gordon  Rathbun's  Ski  Para- 
dise in  Acapulco,  Mexico,  which  offers 
all-inclusive  seven-day  training-and-vacation 
packages.  Rathbun,  a  noted  instructor  and  competitor,  has 
taken  his  knowledge  off  the  water  and  developed  a  highly  rec- 
ognized training  program  for  any  level  of  skier.  This  year  his 
school  has  four  new  boats,  four  slalom  courses,  plenty  of  room 
for  open  waterskiing,  and  videotaped  instruction  under  a 
professional  coaching  staff.  Guests  stay  at  a  private  villa  in 
Las  Brisas,  with  tennis  courts,  pool  and  nearby  golf.  Gordon 
Rathbun's  Ski  Paradise,  November-May,  $1,750  per  skier/ 
$1,350  per  non-skier;  (408)  730-9929,  www.skiparadise.com. 
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The  mountain  bike  revolution  is  nee 


(d 


S 


C    complete.  Fifteen  years  ago,  90%  of  bicycles  were  I: 
skinny-wheeled,  dip-handled  variety;  today,  90%  have 
least  the  look  of  a  mountain  bike,  if  not  much  more.  W 
so  many  variations  the  only  way  to  get  what  you  neet 
to  hit  a  bike  shop  and  try  the  inventory  on  for  size., 
have  Seven  Cycles  build  one  precisely  for  you.  Work 
with  140  dealers  nationwide,  Seven  uses  an  extens;' 
array  of  body  measurements  and  riding  characterise 
to  customize  perfect-fit  frames.  The  wait  is  about . 
weeks.  In  steel  or  titanium,  top-of-the-line  mountsi 
bike  frames  run  $2,595;  road  bikes,  $2,995.  Part  I 
available  from  Seven  or  dealers — are  another  $2,0|.j 
Seven  Cycles;  (617)  923-7774,  www.sevencycles.cu 
WHERE  TO  GO:  For  flush  groups  of  eight  or  mr, 
Western  Spirit  Cycling  will  tack  a  "White  Linen"  trr-j 
ment  onto  any  of  its  excursions  through  the  Ameril 
West:  a  traveling  gourmet  chef;  fine  wines;  moll 
massage  therapists;  hot  showers;  and  a  guii 
to-guest  ratio  of  one-to-one.  Even  without 
extra  pampering,  WSC — which  counts  Dick  Marr 
and  New  Jersey  Governor  Christie  Todd  Whitmail 
repeat  customers — is  recognized  for  the  H 
quality  of  its  mountain-biking  to: 
Sun  Valley  Singletrack;  Sonrj 
Desert;  the  Grand  Canyd 
Rims;  Grand  Staircase  Esl 
ante,  and  more.  Western  Si 
Cycling;  (800)  845-241 
www.westernspirit.com;  ff 
to  seven-day  tours,  $5i 
$995;  four-day  White  Li  j 
treatment,  $3,500  per  persi 
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A  New  Investment 

Idea  for  Today's 

Technology  Investors. 

ntroducing  the  Forbes  CommTech  Index, 


Hypothetical  10-Year  Performance  of  the 

Forbes  CommTech  Strategy 

QQ   QAO/     Average  Annual 


Total  Return* 


998  82 

997  37 

996  29 

995  32 


o  1994  -u./u/o 

94%  1993  19.57% 

19%  1992  30.27% 

97%  1991  73.68% 

66%  1990-28.99% 


[his  is  the  performance  of  the  strategy 
ind  not  that  of  any  specific  trust.  Past 
lerformonce  does  not  guarantee  future 
esults.  'Assumes  reinvestment  of  all 
wailable  dividends  and  does  not  reflect 
axes.  Includes  a  1  %  initial  sales  charge 
jvith  1 .75%  charged  over  the  year  plus 
expenses.  Actual  portfolio  performance 
jvill  differ  from  strategy  stocks  because 

ortfoiios  ore  established  and  liquidated 
it  different  times  of  the  year;  they  moy 

urchase  ond  sell  stocks  at  prices 

ifferent  from  the  closing' 

rices  used  in  determining 

ortfolio  unit  price;  portfolios 

re  not  fully  invested  at  all 

mes;  and  stocks  ore  not' 

sighted  equally. 


Technology  and  communications.  Two  words  that  spark  enthusiasm  among 
investors  everywhere.  Now  you  can  tap  into  these  fast-growing  sectors 
through  the  new  National  Equity  Trust  Forbes  CommTech  Index  Trust. 
This  unique  investment  idea,  inspired  by  the  super-wealthy  members 
of  the  Forbes  400,  is  available  only  from  Prudential  Securities. 


How  the  Forbes  CommTech  Index 
works.  The  Forbes  CommTech  Index 
is  a  fixed  portfolio  of  the  10  technology 
and  communications  stocks  most 
widely  held  by  members  of  the  Annual 
Forbes  400  Richest  Americans  List. 
The  portfolio  uses  a  disciplined  buy- 
and-hold  strategy,  with  stock  selection 
changing  approximately  every  13  months 
(if  available),  based  on  the  investment 
holdings  of  the  members  of  the 
Forbes  400  List.  Because  of  the  Trust's 
concentrated  approach  and  heavy 
investment  in  technology  stocks,  it  is 
subject  to  higher  risk  and  dramatic 
price  fluctuation. 


A  reflection  of  the  investment 
holdings  of  America's  wealthiest 

investors.  The  holdings  in  the  Forbes 
CommTech  Index  may  vary  from  year  to 
year,  depending  on  which  companies  in 
technology  and  communications  sectors 
these  individuals  favor — from  Internet 
start-ups  or  wireless  enterprises  to  more 
established  blue-chip  technology  firms. 

For  more  information,  call  today. 

1-800-THE-ROCK 

extension  6857 
www.prudential.com 


(wh  Prudential 


e  informotion  obout  the  Trust  including  all  charges  and  expenses,  obtoin  a  prospectus  from  a  Prudential  Securities  Financial  Advisor.  Please  read  it  carefully  before  investing.  Although  the 
an  approximately  one-year  investment,  we  recommend  staying  with  this  strategy  for  at  least  three  years.  Because  of  the  fox  consequences,  including  capital  gains  treatment, 
■ed  with  investing  in  the  Trust,  please  consult  with  your  tax  advisor  before  making  any  tax-related  investment  decisions. 

t  is  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  Index  Inc.,  or  its  affiliates  ("Forbes"),  and  Forbes  makes  no  representation  regarding  the  odvisobilify  of  investing  in  the  Trust. 
"®  is  a  trademark  of  Forbes' Management  Company,  Inc.,  ond  has  been  licensed  by  Forbes  for  use  by  the  Sponsor  on  beholf  of  the  Trust.  ©3/00  Prudential  Securities  Incorporated, 
ter  Street,  New  York,  rW  1 0292,  member  SIPC,  www.prudentialsecurihes.com,  a  wholly  owned  subsidiary  of  The  Prudential  Insurance  Company  of  America. 
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I  listened  to  the  broadcast  of  the  D-Day  invasion  in 
hometown, Akron, Ohio,  on  my  prized  possessions 
tie  superheterodyne  radio.  I  was  ten  years  old, and  I  r 
no  clue  how  a  superheterodyne  radio  worked.  £ 
don't.  But  I  knew  as  I  listened  to  Bill  Downs  describ 
the  landing  craft  going  in,  with  the  rumble  of  the 
naval  guns  in  the  background,  that  I  would  rememl 
that  moment,June  6, 1944, as  long  as  I  lived, and  I  ha 

•  There  had  never  been  a  battle  this  big  or  this  important,  my  dad  s 
in  human  history.  I  followed  the  Normandy  campaign  avidly  on  the  r: 
and  in  the  papers,  as  Omaha  Beach  and  Utah  Beach  gave  way  to 
hedgerows  and  the  breakthrough  at  St.-Lo.  I  grew  up  to  be  a  war  co 
spondent  myself,  but  I  remember  those  battles  more  vividly  than  the  t. 
years  of  fighting  in  Vietnam  that  I  witnessed  in  person,  probably  bee 
they  ended  in  glory,  not  endless  recrimination.  And  though  I  have  no 
returned  to  Southeast  Asia,  I  have  visited  the  invasion  coast  manv  tii 
perhaps  most  memorably  with  President  Clinton  for  the  50th  annivei 
of  D-Day  (or  Jour-J,  as  the  French  call  it)  in  1994.  •  Sometimes,  the 
things  there  get  me,  like  the  church  steeple  in  Ste.-Mere-Eglise  whe] 
101st  Airborne  trooper  hung  helplessly  for  many  hours,  or  the  mol 
memorials  at  rural  crossroads  to  the  Dorset  Regiment,  the  Black  Ws 
the  Poles  and  the  Canadians,  or  tiny  Jerusalem  Cemetery  at  Chouain, 
the  graves  of  just  46  Britons,  including  two  chaplains,  and  one  Czech. 
somehow  perplexed  by  seeing  seagulls  instead  of  LCVPs  on  Omaha  Be 
with  vendors  selling  pizzas  and  roast  chickens  to  go,  and  awestruc 
the  shattered  pillboxes  at  Pointe  du  Hoc,  where  chunks  of  reinforced 
crete  the  size  of  small  cars  are  strewn  about  like  Brobdingnagian  con 

Built  over  the  course  of  500  years,  Mont-St. -Michel  presents  a  com 
picture  of  medieval  architecture.  From  top  left:  the  Abbey  of  Jumiege 
array  of  Normandy's  succulently  gooey  cheeses;  rue  de  Gros-Horloge,  in  Ri 


f  Take  a  turn  through  Normandy 
with  FYI's  elite  gourmand. 


PHOTOGRAPHS  BY  ERIC  VAN  DEN  BRULLE 
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Vhat  moves  me  to  tears,  and  my  Provence.  It  is  an  evergreen  land  of 

L  Betsey,  too,  is  the  American  cem-  chalk  cliffs,  twisting  lanes,  crossroads 

y  at  Colleville-sur-Mer,  just  above  calvaries  and  thatched,  half-timbered 

strand  where  the  18-  and  20-year-  houses.  Storybook  France.  In  his  mem- 

5  of  the  1st  and  29th  divisions  bled  oirs,  the  composer  Virgil  Thomson 

I  died  on  that  horrific  summer  speaks  of  discovering  "the  friendliest 

rning.  Beneath  the  alabaster-white  countryside  that  there  is." 

in  crosses  and  Stars  of  David,  pre-  Then  there  is  the  little  (well,  not  so 

ly  aligned  on  an  emerald  lawn  that  little)  matter  of  food  and  drink.  As  my 

:nded  just  as  lovingly  as  the  greens  journalistic  hero,  A.J.  Liebling,  a  man 

Augusta  National,  lie  the  remains  of  mighty  appetite,  wrote  admiringly, 

1,386  men  and  women.  "The  Norman  takes  his  vegetables 

"ew  Americans  will  visit  the  inva-  in  the  form  of  animals,  and  he  takes 

1  beaches  soon  again  without  the  his  fruit  in  the  form  of  cider  and 

rowing  opening  scenes  from  Sav-  its  distillate,  calvados."  The  fruit  of 

Private  Ryan  unreeling  in  our  Normandy's  nine  million  apple  trees 

ids — the  murderous  hail  of  fire  yields  the  cider  that  the  Normans  love 

t  greeted  the  landing  craft,  the  so  much,  and  the  calvados,  the  fiery- 

se,  the  confusion,  the  terror,  the  when-young,  elegant-when-old  apple 

lies  floating  in  the  water.  It  is  still  brandy  that  I  adore,  as  perhaps  befits 

only  movie  that  has  ever  made  me  someone  with  my  name.  But  drink  too 

Those  batde  scenes  are  also  revis-  much  of  it,  and  you  will  learn  why  the 

I  in  a  dozen  museums  in  Normandy,  apple  was  forbidden  to  Adam  and  Eve. 

luding  an  impressive  new  one  This  is  a  place  for  chowers-down, 

^)aen,  built  on  the  site  of  the  Ger-  not  nibblers.  Sole  from  Dieppe,  lamb 

n  command  bunker,  which  puts  from  the  salt  marshes  near  Avranches, 

lgs  in  historic  context;  two  at  Arro-  tripe  stewed  in  the  style  of  Caen  and 

riches,  one  overlooking  the  rusting  duck  cooked  in  the  style  of  Rouen  are 

lains  of  the  temporary  Mulberry  famous  among  big  eaters  all  across 

bor,  the  other  a36o-degree  theater  France  and  far  beyond.  But  it  is  the 

wing  gripping,  grainy  black-and-  black-and-white  cows,  with  their 

ite  films  of  the  landing;  and  one  at  comical  black  "spectacles,"  that  pro- 

'eux,  with  a  collection  of  vehicles,  duce  Normandy's  thick,  ivory-hued 

forms,  rations  and  contemporary  cream,  which  makes  possible  all  the 

tish  and  American  newspapers,  banes  of  the  diet  police — the  opulent 

Eisenhower  and  Bradley  and  sauce   normande,   the  butter  from 

ton,  the  heroes  of  my  childhood,  Isigny,  which  ranks  among  France's 

it  up  there  with  Otto  Graham  of  finest,  and  the  cheeses.  Ah,  the 

Cleveland  Browns,  have  all  gone  cheeses!  Mild,  nutty  Camembert, 

leir  graves.  But  Operation  Over-  more  pungent  Pont  l'Eveque  and 

"the  most  difficult  and  com-  unashamedly  stinky  Livarot.  To  eat 

ated  effort  ever  to  take  place,"  them  where  they  come  from,  ripe  but 

"hurchiU's  words — has  never  sur-  not  quite  runny,  especially  if  they 

lered  its  grip  on  my  imagination.  were  made  by  a  farmer,  not  a  factory, 

is  to  taste  cheese  for  the 


RMANDY,  I  GUESS 

could  say,  was  made 
me,  like  no  other 
of  France,  although 
ould  not  pretend 
>e  immune  to  the 
ms  of  Burgundy  or 


first  time.  Taller,  sturdier 
and  stolider  than  most 
Frenchmen,  with  appe- 
tites as  big  as  those  of 
the  Yorkshiremen  they 
closely  resemble,  Normans 
consume  their  calories 


Trouvi lie's  Les  Vapeurs.  From  top  right,  oysters  at  Les  Vapeurs;  cows:  the  foun- 
lead  of  Normandy's  greatness;  the  American  cemetery  at  Colleville-sur-Mer. 


From  left:  A  pretty  little  tart  (apple)  from  Le  Tourville;  calvados  souffle,  perfectly  executed;  two  of  La  Bourride's  choice  table 


with  aplomb;  cholesterol-averse  for- 
eigners need  not  apply. 

If,  like  me,  you  fall  outside  that  cat- 
egory, you  could  start  your  research 
at  Le  Tourville  (12  rue  Danielle  Casa- 
nova, Tourville;  33-2-35-77-58-79), 
between  Monet's  intoxicating  garden 
at  Giverny  and  Rouen,  whose  cathe- 
dral he  painted  so  often.  Step  into  the 
worn,  homely  old  dining  room  and 
Mme.  Florin,  50  years  in  the  trade, 
will  tell  you  what  M.  Florin,  60  years 
in  the  kitchen,  is  cooking  for  lunch. 
We  had  duck  terrine  and  foie  gras,  a 
bit  of  each,  a  sea  bass  with  hollandaisc 
and  an  apple  tart  with  cream  (this 
is  Normandy,  remember).  The  fish, 
skin  crisp,  flesh  a  bit  pink  close  to  the 
bone,  was  only  perfect. 

In  Rouen,  ignore  the  ugly  monu- 
ment marking  the  spot  where  Joan 
of  Arc  met  her  fate  and  go  to  Gill  (9 
quai  Bourse;  33-2-35-71-16-14),  an 
altogether  fancier  place  with  extra- 
vagant bouquets  of  white  gladioli. 
GillcsTournadre  is  an  innovator.  I  lis 
warm  langoustines  with  chutney  have 
a  deep,  smoky  flavor,  and  his  roasted 
rurbot  with  cumin  and  caramelized 
tables  would  please  the  gang  at 
e  Bernardin,  Manhattan's  premier 


Odile  Engel  at  Beffroy  (15  rue  Bef- 
froy;  33-2-35-71-55-27)  is  a  tradition- 
alist. Her  roast  duck,  with  the  duck's 
liver  incorporated  into  the  sauce,  is  as 
good  as  anyone's;  her  husband,  Marcel, 
who  waits  on  tables  in  the  half-tim- 
bered dining  room,  has  a  cellar  full  of 
Alsatian  whites  and  little  Bordeaux 
reds,  which  he  all  but  gives  away. 

I  like  simple  seaside  restaurants, 
and  in  Trouville,  just  across  the  bridge 
from  Deauville,  the  Brasserie  Les 
Vapeurs  (160  Boulevard  Fernand 
Moureaux;  33-2-31-88-15-24)  more 
than  fills  the  bill.  The  oysters,  baby 
soles  and  tiny,  peppery  shrimp  called 
crevettes  grises  come  from  the  fish 
market  just  across  the  street,  and  they 
taste  like  it.  L'Assiette  Gourmande, 
on  the  harbor  in  Honfleur  (quai  Pas- 
sagers;  33-2-31-89-24-88),  is  both 
cosmopolitan  and  cozy,  a  rare  combi- 
nation. The  charming,  effervescent 
patronne  was  born  in  Sicily.  No  fish- 
nets and  buoys  here;  the  walls  are 
Schiaparelli  pink,  and  ficus  trees 
sprout  from  giant  pots.  Two  favorite 
dishes:  a  zing)'  lobster  gazpacho  and 
a  roasted  turbot  with  a  risotto  of 
poached  St.  Vaast  oysters. 

La  Bourride  (15  rue  du  Vaugueux, 
Caen;  33-2-31-93-50-76)  has  only  five 


tables  downstairs  and  a  few  more 
a  balcony,  but  we  ate  our  best  mea 
Normandy  within  its  fine  old  stor 
walls.  Betsey  had  an  extraordinai 
first  course,  a  briny  turban  of  fres 
sardines  and  tomato,  with  silvei 
abalone  the  size  of  thumbnails, 
tasted  a  half-dozen  apple-basf 
desserts  (okay,  so  I'm  a  narcissist 
including  a  fabulous  calvados-bas< 
souffle.  We  were  both  dazzled  by  tl 
quality  of  the  bread,  cheese,  wine 
even  the  coffee. 

Farther  west,  I  can  recommei 
the  Hotel  de  France  in  the  butt 
town  of  Isigny-sur-Mer  (13  n 
Emile  Demagny;  33-2-31-22-00-3 
an  unpretentious  spot  across  the  stn 
from  the  square  where  Charles 
Gaulle  spoke  for  the  first  time  in  li 
erated  France.  This  is  an  ideal  place 
sample  veal  or  chicken  in  that  fame 
cream  sauce,  here  with  mushroori 
as  well  as  the  local  frontage  bla 
a  cross  between  mascarpone  al 
yogurt.  Finally,  it  is  a  pleasure  to  1 
port  that  Mere  Poulard,  Normanc 
most  famous  restaurant — and  o| 
of  France's — has  got  its  act  bi 
together.  Located  on  Mont-S 
Michel  (Grand  Rue;  33-2-33-60- 
01),  lined  with  pictures  of  Celebris 


90  FORBl     FY  I 


Introducing  wine  storage  as 
only  Sub-Zero  could  make  it.  Four  models, 
each  with  two  distinct  temperature  zones,  provide 
the  ultimate  storage  conditions  for  46  to  147  bottles.  Choose 
stainless  steel  door  styles  or  match  your 
cabinetry  beautifully.  For  a  free  catalog: 
1-800-444-7820  or  www.subzero.com 


"he  Forbes  Collection1 

Harry  N.  Abrams 

Books 
(800)  345-1359 

I         Austin  Horn  Collection 
Luxury  Bedding,  Pillows  &  Tabletop 
(800)  832-5015 

Bettis  Brooke 

Decorative  Mirrors 
(601)  638-0769 

Broughton  International 

The  World  ofFaberge  Exhibition 

(302)  777-7767 

Castle  Forbes  Collection 

Fragrances,  Bath  &  Body  products 
(800)  685-4385 

Chelsea  House 

Decorative  Accessories,  Lighting,  Pillows 
(800)  258-3144 

Couristan 

Rugs  &  Carpets 
(800)  223-6186 

DVB  Alva 

Reproduction  Jewelry 
(800)  382-9300 

ELMS  Puzzles 

Hand  Cut  Jigsaw  Puzzles 
(800)  353-3597 

Harden  Furniture 

Furniture  for  the  Home  &  Office 
(315)  245-1000 

Hugh  Lauter  Levin  Associates 

Catalogue  Raisonne"  of  Forbes  Faberge' 

(203)  254-7733 

International  Rari his 

Precious  Metal  Coins  &  Medallions 
(909)  307-6687 

Kantor  Brothers  Neckwear 
Men  i  Neckwear 
(954)  426-8030 

The  Metropolitan  Museum  of  Art 

Reproduction  Jewelry 
(800)  662-3397 

The  Noble  Collection 

Collectibles 
(800)  866-2538 

O'Brien  Ironworks 
Outdoor  Metal  Garden  Furniture 

(BOO)  239-8713 

PaperHouse  Productions 
tint  Cardi 

(800)  255" 316 

Paragon  Picture  Gallery 

Framed  Prints 
(800)  547-7746 

Silverstoni:  Imports 

Christmas  Ornaments 
(888)  884-XMA^ 

Trent  and  Carter  Productions 

•  d  Pillows,  Sachets  &  Shoe  Stuffers 

(116 

Vivian  Aii   vndir 

.   de  Luxe 

Warren  Industries 
figsa[ 


ckwise  from  upper  left:  Trelly's  La  Verte  Campagne,  where  the  pot  roast  ascends  into  heaven;  omelette-whipping  boy 
a  Mere  Poulard;  fromage  blanc  from  Hotel  de  France  in  Isigny-sur-Mer. 


ore  like  Leon  Trotsky  and  Rita 
Avorth,  it  still  produces  its  trade  - 
:k  puffy  golden  omelettes.  But 
liked  the  red  mullet  roasted  with 
d  and  Genoa  basil,  too. 
have  adored  the  vine-clad  Verte 
npagne  (33-02-33-47-65-33),  which 
st  in  the  Cotentin  hedgerows  near 
hamlet  of  Trelly,  since  I  first  saw 
t  epitomizes  provincial  France. 
:  seven  bedrooms  are  tiny  and 
towels  and  walls  are  thin,  in  the 
ich  style  of  the  1950s,  but  every- 
5  is  immaculate  and  everyone 
larming.  In  the  beamed  dining 
n,  we  feasted  on  spicy  cod  fritters, 
oysters,  roast  leg  of  salt-marsh 
carved  on  the  bias  and  beef 
ks  with  carrots  and  onion  con- 
pot  roast  ascended  unto  heaven. 

MAN,  EVEN  THIS  ONE,  DOES 

(quite)  live  by  bread  alone,  and 
mandy  is  made  to  order  for  the 
)ry  buff  in  me,  too.  Big  Things 
lened  there  all  during  the  mil- 
ium that  has  so  preoccupied 
■le  recendy. 

his,  for  example,  is  where  1066 
ill  that  began.  William  the  about- 


to-be  Conqueror  and  12,000  knights 
and  soldiers  set  sail  that  year  from 
the  port  of  Dives-sur-Mer,  just  east 
of  the  1944  invasion  beaches,  with  an 
armada  of  696  ships  and  2,500  smaller 
craft.  On  October  14,  the  Normans 
attacked  and  defeated  the  English 
near  Hastings,  and  King  Harold 
of  England  fell  in  battle,  an  arrow 
through  his  eye.  You  can  watch  it  all 
unfold  on  the  Bayeux  Tapestry,  a 
miraculously  preserved  embroidery 
that  tells  the  story  of  the  conquest  in 
58  cartoon-like  panels,  from  chopping 
down  trees  for  the  ships  to  the  clash  of 
armies.  Harold  and  the  English  are 
shown  with  long  hair,  like  villains  in 
a  Western;  the  Normans  are  as  clean- 
cut  as  the  Beach  Boys. 

Soon  afterwards,  the  rambunc- 
tious Normans  were  back  in  France. 
Richard  the  Lionheart,  King  of 
England  and  Duke  of  Normandy, 
built  Chateau  Gaillard  to  keep  the 
French  bottled  up  in  Paris;  you  can 
see  its  handsome  ruins,  bleaching 
like  bones  in  the  sun  on  a  riverside 
cliff,  near  the  southeastern  corner 
of  Normandy.  The  castle  barred  the 
road  to  Rouen  for  only  eight  years. 


King  Phillip-Auguste  captured  it  in 
1204,  and  Normandy  was  reunited 
with  France,  though  not  for  good.  (It 
was  English  once  again  from  1418, 
after  Henry  V's  storied  victory  at 
Agincourt,  until  1450.) 

Over  on  the  Cotentin  peninsula, 
which  sticks  into  the  Channel  like  a 
forearm,  the  three  adventurous  sons 
of  Tancrede  de  Hauteville,  a  minor 
local  baron,  grew  bored  with  country 
life  in  the  nth  century  and  headed 
south  to  found  a  new  Norman  king- 
dom in  far-off  Sicily.  I  like  to  imagine 
them,  brought  up  in  the  cloudy,  rainy 
north,  luxuriating  in  the  southern  sun. 

At  the  Cotentin's  base,  where 
Normandy  joins  Brittany,  Benedict- 
ine monks,  not  at  all  bored,  carried 
out  a  superhuman  construction  pro- 
gram at  Mont- St. -Michel  that  lasted 
without  interruption  from  the  year 
1000  to  the  beginning  of  the  16th 
century;  it  was  as  if  some  American 
building  had  been  under  construction 
from  Columbus's  day  to  our  own. 
They  created  on  the  tip  of  a  rock  both 
an  ecclesiastical  complex  and  an 
impregnable  fortress.  Today  it  pre- 
sents a  complete  picture  of  medieval 
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From  top:  One  of  Rouen's  angelic  resi- 
dents; the  Chateau  Gaillard  ruins. 

architecture,  partly  Romanesque  and 
partly  flamboyant  Gothic.  With  the 
bustling,  tourist-filled  village  be- 
neath— Mont- St. -Michel  is  one  of" the 
three  most-visited  places  in  France, 
along  with  Versailles  and  the  Eiffel 
Tower — it  is  a  world  unto  itself,  sur- 
rounded by  water  at  high  tide  and  by 
sheep  grazing  on  the  flats  at  low  tide. 
The  round-arched  Romanesque 
rather  than  the  pointed-arch  Gothic- 
is  the  quintessential  Norman  style 
of  architecture  (indeed,  in  England 
Romanesque  buildings  are  called 
Norman),  and  the  Abbey  of Jumieges 
must  have  been  the  most  marvelous 
Romanesque  building  in  all  of  Norm- 
andy. It  was  completed  in  1066  but 
not  consecrated  until  1067,  because 
William  the  Conqueror,  who  did  the 
honors,  "had  an  errand  in  England"  to 
complete  first,  as  the  scholar  Kenneth 
John  Conant  puts  it.  Abandoned  at 
the  Revolution,  the  abbey  suffered 
indignities.  But  the  ruins  re- 
haps  the  mosl  ive  in 


France,  set  amidst  wide  lawns  in 
a  broad  loop  of  the  Seine  downstream 
from  Rouen.  The  limestone  walls 
of  the  roofless  nave  rise  dizzyingly 
overhead — massive,  unadorned  and 
austere,  in  keeping  with  the  Norman 
character.  I  have  been  a  Romanesque 
devotee  since  I  first  stood  there  40 
years  ago. 

Caen's  handsome  Abbaye  aux 
Dames,  founded  by  William  the 
Conqueror  (he  was  a  busy  boy),  sur- 
vived almost  unscathed  as  the  city  all 
around  it  burned  in  the  summer  of 
1944.  The  abbey  church,  severe  but 
powerful,  could  only  be  in  Normandy; 
it  makes  Vezelay  look  frivolous  by 
comparison.  It  is  sturdy,  too.  Inside  is 
this  inscription:  "During  the  battle 
the  people  of  Caen  sheltered  their 
lives  and  their  hopes  beneath  the 
arches  of  this  church." 

France  is  not  nearly  as  rich  in  pro- 
vincial art  museums  as  Germany  and 
Italy,  but  Rouen's,  quite  recently  re- 
stored, is  one  of  the  better  ones.  "The 
Virgin  and  Saints"  by  Gerard  David, 
one  of  the  greatest  Flemish  primitive 
paintings,  is  the  jewel  of  the  collection. 
Local  lads  are  well  represented,  in- 
cluding the  tempestuous,  Rouen-born 
romantic,  Gericault;  Monet  (by  a  view 
of  Rouen  cathedral,  fittingly  enough); 
the  maestro  of  color-drenched  scenes 
of  gaiety,  Raoul  Dufy,  who  was  born 
in  Le  Havre,  and  the  avant-garde 
brothers  Marcel  Duchamp,  Raymond 
Duchamp- Villon  and  Jacques  Villon. 

But  Rouen  is  above  all  a  town  for 
flaneurs,  or  strollers.  Take  a  walk  down 
the  cobblestoned  Rue  de  Gros-Hor- 
loge  and  the  Rue  St.-Romain,  both 
aswarm  every  day  with  pedestrians, 
both  lined  with  half-timbered  houses, 
green  and  white,  tan  and  white,  black 
and  white,  even  McDonalds'  red  and 
yellow.  It  is  easy,  in  Old  Rouen,  to 
imagine  oneself  in  the  15th  century. 

Not  far  away  is  Monet's  retreat 
at  Giverny,  where  the  Impressionist 
master  lived  until  his  death  in  1926. 
Except  for  the  profusion  of  Japanese 
prints  (Utamoro,  Hokusai,  Hiroshige 
et  al.),  used  almost  as  wallpaper,  and 
the  China-blue  and  buttercup-yellow 


color  scheme  in  the  dining  room 
which  has  been  copied  everywhere 
the  house  is  a  typical  bourgeois  dwell 
ing  of  the  period.  Centered  on  a  darl 
pond  shaded  by  willows,  the  lowe 
garden  provided  the  inspiration  fo 
Monet's  magnificent  paintings  0 
water  lilies. 

A  humpbacked  Japanese  bridge 
smothered  with  white  wisteria  ii 
season,  crosses  the  water  at  one  end 
Undeservedly  less  well-known,  th 
upper  garden  is  a  delicious  tangl 
of  tulips,  lilacs  and  iris  in  spring 
followed  by  Canterbury  bells,  lupine 
and  delphiniums  "collapsing  in  daz 
zling  heaps,"  as  an  early  visitor  wrote 
then  columbines  and  phlox  and  snap 
dragons  in  summer,  with  dahlias 
asters  and  sunflowers  in  the  fall.  Am 
always  roses  on  arbors.  "I  am  god, 
for  nothing  but  painting  and  garden 
ing,"  Monet  once  said. 

Between  the  Seine,  the  Channe) 
and  the  Flanders  border  lies  the  tri 
angle  known  as  the  Caux  country, 
chalk  plateau  covered  with  prospei 
ous  farms.  A  succession  of  beaud 
spots  clings  to  the  coast:  Etretat,  wit] 
pounding  seas  that  have  cut  arch<j 
in  the  high  cliffs;  Fecamp,  home< 
an  abbey  where  the  famous  liquet 
Benedictine   has  been   made   sinf 
1863;  and  Dieppe,  the  oldest  Freno 
seaside  resort.  But  we  headed  thl 
way  mainly  to  visit  Le  Bois  d< 
Moutiers,  an  exceptional  count;] 
house  hidden  in  the  woods  four  mil] 
from  Dieppe.  The  house  itself  wj 
designed  by  the  English  Arts  ar 
Crafts  architect  Edwin  Lutyens,  dj 
gardens  by  his  friend  Gertrude  Jeky 
They  are  two  other  enthusiasms  I 
mine.  The  matriarch  of  the  fami 
that  has  owned  the  place  since  19c 
Madame  Mallet,  "Aunt  Mar)',"  nc 
95,  a  Haviland  from  Newport,  show 
us  around.  "We  haven't  spoiled  i 
she  said,  and  indeed  they  haven't,  ( 
pecially  the  white  garden  nearest  tlj 
house,  with  low  hedges  of  boxwof 
enclosing  tulips,  iceberg  rose- 
bleeding  hearts. 

From  the  upstairs  windows  yj 
can  glimpse  the  sea.  • 
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Marc  Ricketts  of  GuildWorks 
recently  flew  his  kites  inside 
the  Air  and  Space  Museum  in 
Washington,  D.C.  The  TetraFoil 
Tapered  Tail,  pictured  here, 
can  fly  in  high  winds  or  none 
at  all.  $120.  (301)  371-8899, 
info@guildworks.com. 


As  kites  go,  the  Solatron, 
by  Greens  Kites  in  Englan 
is  a  lover,  not  a  fighter. 
Its  specialty  is  flying  high 
looking  pretty.  $185.  Into 
The  Wind;  (800)  541-031 
www.intothewind.com. 


There've  been  some  uplifting  changes  since  you  last  went  flying  at  the  be 

<ites  have  made  invaluable  contributions  to  meteorology  and  aviation,  not  to  mention  fortune-telling, 
ng  and  missile-propulsion  (as  proposed  by  Admiral  Sir  Arthur  Cochrane  of  the  British  Navy,  who  envisioj 
<ite-drawn  torpedoes  smashing  into  Russian  ships  during  the  Crimean  War).  But  the  one  sphere  of  hur 
endeavor  where  kites  rule  is  that  of  idle  amusement.  Indeed,  people  have  been  tossing  conglomeration 
spars,  fabric  and  paper  into  the  air  just  for  the  fun  of  it  for  more  than  two  millennia.  The  advent  of 
echnology  and  materials  has  led  to  a  surge  in  interest  in  the  sport  in  recent  years:  The  young  and  the 
lave  started  kite-surfing,  which  involves  being  dragged  willy-nilly  across  the  waves.  Trick  kites  are  no1 
ight  that  many  of  them  can  be  flown  indoors.  Some  enthusiasts  are  dedicating  themselves  to  making  I 
he  size  of  Macy's  Thanksgiving  Day  Parade  floats.  None  of  the  kites  shown  here  is  bigger  than  your  gai 
)ut  the  space-age  materials  they're  made  from  and  the  quirky  elegance  of  their  designs  place  them  oi 
/anguard  of  summer  fun.  By  JhomaS  Jackson 
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In  expert  hands,  the  Level  7  is 
capable  of  performing  astounding 
acrobatic  feats.  Novices  beware. 
$289.  Into  The  Wind;  (800) 
541-0314,  www.intothewind.com 
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These  Triads,  by  Prism  Designs, 
can  be  flown  individually  or 
in  great  bunches  strung  togethe 
Prism  also  makes  some  of  the 
best  stunt  kites  on  the  market. 
$28.  For  area  dealers,  (206) 
547-1100,  www.prismkites.o 
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Le  LX  is  France's  latest 
contribution  to  kiting.  Its  four 
lines  and  propeller-like  design 
give  it  the  ability  to  spin, 
stop  dead  and  turn  on  a  dime. 
$145.  Freevol;  33-4-73- 
28-02-76,  lx.freevolkites.com. 


People  have  been  tossing  spars, 

fabric  and  paper  into  the  air  just  for  the  fun  of 

or  more  than  two  millennia 


beauty  by  Barry  Crites  is 
called  the  Revolver. 
tinning  motion  creates 
.merizing  spectacle 
ssky.  $140.  Cutting 
Kites;  (800)  379-3109, 
cuttingedgekites.com.  • 
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Every  year  at  the  PGA  Merchandise  Show,  the  golf  industry  unveils  < 
miracle  products  guaranteed  to  lower  the  nation's  scores.  Yeah,  ri[ 


salesman  wearing  an  aqua  sportcoat  the  color  of  tropical 
fish  sits  beside  me  on  the  hotel  shuttle  bus  as  we  lumber 
through  Orlando's  off-Disney  Tourism  Ghetto  en  route 
to  the  quite  large  Orange  County  Convention  Center. 

"Actually,  I  sell  a  line  of  socks  in  south  Florida,"  confides 
Herb,  who,  like  me  and  53,000  other  buyers,  sellers  and 
golf  fetishists  from  80  countries,  is  headed  to  the  annual 
Professional  Golfers  of  America  Merchandise  Show.  "But," 
he  says,  fumbling  in  his  pocket,  "my  cousin  sells  this  thing." 
He  shows  me  a  round  green  plastic  kcychain  gizmo  the  size 
of  a  urinal  disinfectant  cake  that  features  eight  recorded 
"sounds"  of  golf,  like  balls  splashing,  "fore!"  and  so  on. 

"Your  corporate  logo  goes  here,  in  the  middle...,"  Herb 
says  helpfully-  My  eyebrows  arch  with  delight.  "It's  a  five- 
dollar  retailer...."  A  moment  passes  and  we  stare  out  the 
window  at  a  theme  restaurant's  enormous  fuzzy  bear. 

"Honestly,"  Herb  whispers,  "I  don't  know  how  these 
people  stay  in  business." 

Nor  do  many  of  us,  Herb,  but  I  love  to  watch  them 

try,  which  is  why  I  come  to  the  PGA  Show,  where  in 

February  1,505  exhibitors  paid  $22  a  square  foot  to  erect  a 

lisplay  booth  at  what  has  become  one  of  the  15  largest 

entions  in  America,  the  showplace  for  a  massive 

>n  U.S.  industry. 


Did  I  say  booth?  Industry  titans  such  as  Tideist,  Tay 
Made  and  Callaway  erect  what  are  essentially  stores 
size  of  city  blocks — Cobra  spent  about  a  million  or 
booth  some  years  back — staffed  with  eager  salespe< 
touting  the  latest  chemo-metallurgical  innovatior 
clubs,  balls,  shoes  and  such.  Fifteen-foot-high  bank 
televisions  run  infomercials  and  tournament  highlig 
Booming  disembodied  voices  promise  "greater  dista 
more  accuracy."  Underdressed  women  demonstrate  1 
brellas  and  golf  carts.  (But  the  largely  male  golfer 
seems  uncomfortable  with  overt  sexual  imagery  and 
house  hooting.)  Fading  stars  like  Nick  Faldo  and  ' 
Watson  sign  autographs  for  knots  of  Japanese  buyers 

We  welcome  it  all — ten  frigging  miles  of  aisle  spa< 
for  we  are  the  golf-afflicted.  No  other  sport  so  easily 
arates  millions  of  fans  from  their  money  when  it  com 
equipment  and  gadgets.  In  Orlando  there  were  152  c 
panies  alone  selling  putters,  17  hawking  copper  bract 
64  pushing  Internet  ideas  and  10  dispensing  the  one 
without  which  stylish  new  golfers  feel  naked — cigars 

Part  four-day  death  march  through  hype-driven 
part  subcultural  male  orgasmotron,  the  show  is  a  H 
ument  to  the  best  and  worst  of  golf,  in  a  building  tj 
longer  than  the  Sears  Tower  on  its  side.  At  the 
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centrally  located  booths  it's 
rugby  scrum  time  as  hun- 
dreds of  club  pros  and  course 
owners  place  their  orders  for 
the  coming  year,  so  I  drift 
off  to  the  showroom's  outer 
reaches,  where  intrepid  en- 
trepreneurs run  the  roost. 

Troubled  by  "unprofes- 
sional collar  curl?"  At  booth 
#24346  you'll  find  "undetect- 
able" adhesive  CollarSTYX — 
named  one  of  1999's  "Top  Ten 
Most  Innovative  New  Golf  Pro 
ducts."  But  no  one  will  be  looking  at  your 
collar  when  you  strap  on  the  Crazy  QGolf  Glove,  which 
has  three  magnets  sewn  into  the  back  of  the  hand.  "You 
get  10-  to  20-yards  extra  distance  with  this  glove,"  a  small 
Korean  gentleman  tells  me.  "Oh,  oh,  oh,"  he  beckons,  as 
I  slowly  edge  away,  "it  also  prevents  slice." 

For  some  the  Darwinian  reality  of  the  show  has  sunk  in. 
I  avert  my  eyes  from  lonely  little  booths  where  grown 
adults  selling  Scottish  golf  figurines  or  garish  head-covers 
look  like  children  who  have  found  no  Easter  eggs.  I  try  to 
flee  to  the  more  upscale  avenues  of  this  golf  community, 
but  I  keep  detouring  to  Peckerwood  Heights,  where  a  New 
Jersey  public  relations  man  in  Jed  Clampett  attire  is  selling 
fake  hillbilly  teeth.  He's  surrounded  bv  country  clubbers 
who  think  this  is  a  pluperfect  howl. 

One  aisle  over  from  Bubbaville,  but  refreshingly  legit, 
is  the  contrarian  sensation,  Natural  Golf,  a  Chicago-area 
company  whose  clubs  and  methodology  are  inspired 
by  the  self-taught,  Rainman-like,  Canadian  golf 
legend,  Moe  Norman,  who,  at  71,  is  still  con 
sidered  one  of  the  greatest  ball  strikers  in  golf. 
Their  message  is  simple:  The  conventional 
golf  swing  is  nearly  impossible  for  an  average 
amateur  to  master.  Their  simpler  wa\ — a 
single-axis  swing  as  one  would  use  with  a 
hammer — just  might  be  the  Fosbury  Flop  of 
golf,  a  revolutionary  idea  way  before  its  time. 

Fatigued,  I  stop  at  a  vibrating,  $3,600  black 
leather  massage  chair  that  feels  so  good  it  is  probably 
illegal  in  Utah.  Rejuvenated,  I  mosey  past  a  loafered  fellow 
who  clearly  has  no  reservations  about  ogling  golf  babes, 
Kevin  Thatcher,  publisher  oiSchwing!,  a  magazine  where 
rockers  review  golf  and  writers  review  rock.  "The  young 
crowd  and  the  really  old  guys  like  us,"  Thatcher  tells  me, 
"but  this  industry  hates  our  attitude.  We  plav  munys.  We 
play  with  used  clubs.  And  wc  review  new  golf  balls  by 
finding  everyone  else's." 

At  last  I  escape  Bozoland  and  reach  that  urbane,  Lite 
Jazzy  refuge,  Nike  Golf,  where  the  greatest  golfer  on 
he  planet  and  $40-million  Nike  star-god  Tiger  Woods, 
ates  every  thought  and  action. 


<?> 
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"We  know  months,  almost  a  year  ahead 
time  exactly  what  clothes  Tiger  will  wear  on  ea 
day  of  a  particular  tournament,"  says  Ni 
marketing  honcho,  Mike  Kelly.  "Everything 
scripted.  The  pants.  The  shirt.  People  coi 
into  stores  all  the  time  and  say,  'I  saw  Tiger 
a  new  shirt.  I  want  that.'  So  it's  all  designed 
coincide  with  retail  delivery." 
No  doubt.  But  what  if  Tiger  wants  to  we 
green  instead  of  black  on  the  Friday  of  the  Briti 
Open?  'Well,  he  has  the  right  to  change  his  min< 
Kelly  explains,  "but  he  doesn't.  He  understands  tj 
business  side." 
Kelly  is  less  willing  to  talk  about  one  of  those  pool 
kept  golf  secrets,  that  Nike's  much-ballyhooed  new  en: 
in  the  hyper-competitive  ball  market,  is,  well,  not  exac 
made  by  Nike  but  by  a  competitor,  Bridgestone,  whi 
makes  the  Precept  ball. 

"We  won't  say  anything  about  that,"  Kelly  smiles. 

"About  what?" 

"About  what  you  just  said." 

But  this  isn't  a  scandal.  Just  commercial  sleight  of  hai 

Happens  all  the  time  in  golf.  But  if  it  were  a  scandal, 

more  than  a  handful  of  the  1,100  credentialed  media  h 

would  breathe  a  word  of  it.  The  golf  press  is  a  unifora 

obedient  lot  that  rarely  bites  its  feeders,  dutifully  pron 

ting  personalities  and  products,  often  with  a  cocked 

and  an  open  hand. 

"I'm  not  the  worldliest  of  reporters,"  a  major  magai 
golf  scribe  confided  during  one  of  the  media's  free  me 
"but  the  golf  industry  must  be  the  most  incestuous  bi 
ness  alive.  Everyone  is  here  because  of  two  woi 
Free  Stuff."  While  that  overstates  the  c 
just  slightly — several  publications  proh 
their  reporters  from  taking  big-tic 
freebies  like  clubs  and  travel — manuf 
turers  of  golf  clubs  like  Ping,  Tom 
Armour,  Wilson  and  others  periodii 
have  media  "outings"  where  hundred 
clubs  go  home  with  reporters.  The  unc 
tood  quid  pro  quo  is  rarely  spoken. 
Equipment  ads  are  a  major  part  ol  a 
magazine's  revenues,"  explained  my  informant.  "It's! 
not  cost  effective  to  do  bad  reviews.  No  one  here  is  trjl 
to  be  Consumer  Reports. 

Ah,  but  if  they  were,  many  of  the  26  million  Amerk 
who  pursue  the  golf  temptress  would  not  necessarily 
to  listen. 

We  like  our  expensive  dreams  and  elixirs,  and 
almost  too  painful  to  think  that  they  might  not  al 
stepping  stones  toward  mastery  of  the  game,  that  a 
our  shiny  tools  and  accoutrements  might  not  ever  0' 
come  our  lack  of  the  one  true  golf  secret  they  don't  r^ 
sell  at  the  PGA  Show, 
Practice 
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FOR    150    YEARS,   WE'VE    DEFINED    STYLE. 

Now  we're  giving  it  a  sense  of  rhythm. 


Johnston  &  Murphy  proudly  marks  its  150th 
anniversary  through  a  partnership  with 
Jazz  at  Lincoln  Center.  From  April  9th  - 


support  the  Lincoln  Center  Jazz  Orchestra 
with  Wynton  Marsalis  as  they  take  style 


and  rhythm  from  coast  to  coast.  For 
more  information  on  tour  dates,  visit 
www.jazzatlincolncenter.org. 


Johnston  &  Murphy 


Center 


150     YEARS     OF     STYLE 
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A  few  new  looks 


or  tne  units 

Photographs  by  James  Woi 
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he  Design  Golf 

»t-car  folks  now  bring 
inium  drivers  and 
woods  that  are 
ant  you  may  hesitate 
«th  them.  The 
1  comes  in  nine 
it  lofts  and  features 
ted  "wind  tunnel 
)  increase  club  speed 
bility.  Soon  to 
Porsche  Design's 
irged  blades— also 
;  for  framing. 
(888)  881-8944. 

oy  Dry  I.C.E.  shoes 

foot  may  work  for 
(wis,  but  not  the 
r  golfer.  Foot  Joy,  the 
ipular  shoe  on 
i  Tour  for  53  years, 
ated  an  insole 

inserts  in  the  arch 
p  temper  your 
auna-like  conditions, 
sath  is  one  of  the 
able  alternative 
Jtterns  you'll  find. 
300)  225-8500. 


NYX  Tour  Shield  sun- 
glasses The  knock  on  golf 
shades  has  always  been 
that  they  made  reading  subtle 
breaks  in  the  green  more 
difficult.  No  longer.  Plus, 
these  won't  make  you 
look  like  a  Malibu  personal 
trainer.  They  come  with  three 
interchangeable  lenses 
for  different  light  conditions 
and  can  be  made  with 
prescription  lenses. 
$109.  (800)  505-4699. 

Ogio  Straight  Jacket 
travel  bag  A  golf  safe  on 
inline  skate  wheels,  the 
Ogio  Straight  Jacket — seen 
here  nestling  Ogio's  Blue 
Dolby  bag — laughs  in  the 
face  of  brutish  baggage 
handlers.  Constructed  with 
military-grade,  weather- 
proof tarpaulin,  this 
50-inch-long  travel  bag 
has  twin  outer  pockets, 
a  shoe  compartment  and 
tons  of  room  inside 
to  pack  home  dirty  clothes. 
Also  comes  in  all-black. 
$130.  (800)  922-1944. 


Peru  looks  great  from  the  saddle  of 
a  high-performance  dirt  bike. 


Text  and  Photographs  by  MikeSalisbur 


• 
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ombed  by  the  tall  eucalyptus  trees  at  the  edge  of  the  road, 
the  orange  rays  of  sun  cut  through  the  dust  as  I  gunned  the 
throttle  and  the  bike  folded  into  the  curve  of  the  river.  We 
were  trying  to  beat  the  sunset  back  to  Cuzco  from  the  edge 
of  the  jungle — homeward  bound — dodging  cows,  chick- 
ens and  Indians,  the  rainbow-wrapped  descendants  of  the 
Incas  who  everywhere  seemed  to  freeze  stark-still  as  we 
•assed  on  our  motorcycles.  #  We  were  seven  riders  at  the 
ad  of  a  two-week  cross-country  motorbike  tour  of  Peru 
that  had  taken  us  from  Lima  to  the  seaside  Paracas 
mal  Reserve,  across  virgin  beaches,  into  the  moun- 
high  sand  dunes  of  the  Great  lea  Desert,  and  finally 
up  to  the  lost  city  of  Machu  Picchu.  All  things  considered, 
our  luck  had  been  good,  so  I  wasn't  surprised  when  I  spot- 
ted the  crowd  gathered  around  a  truck  and  guessed  the 
group's  karma  had  changed.  •  The  truck  was  parked 
against  a  hillside  along  the  cliff  road.  A  few  people  were 
examining  a  football-sized  dent  in  its  paint.  Others  were 
standing  over  a  figure  lying  in  the  road  wearing  a  deeply 
scratched  helmet  bearing  a  Union  Jack.  Damn.'I  thought. 
Duncan  the  Plumber  is  dead.  •  Dune — a  dead  ringer  for 
Eddie  the  Eagle,  the  nearly  blind  one-man  English  ski- 
jumping  team  of  the  '88  Olympics — was  one  of  the  five 
English  lads  on  this  trip,  all  good-time  boys  in  their 
30s  from  Birmingham.  Among  them  were  a  tipsy  car 
dealer,  a  diamond  merchant,  a  randy  software  designer 
and  a  hypochondriacal  pharmacist.  They  rode  like  fighter 
pilots  and  drank  like  Errol  Flynn  and  regarded  anyone 
who  wasn't  English  to  be  blatantly  inferior.  #  Except 
for  Duncan — he  wasn't  one  of  the  Fab  Four  yahoos  or 
the  product  of  an  exclusive  English  school.  He  was  a  bit 
shy,  with  glasses  as  thick  as  his  accent,  and  the  worst  luck 
of  the  trip.  He'd  had  the  most  flat  tires,  got  gasoline 
sprayed  in  his  eyes,  lost  a  camera  and  been  sick.  Never 


It's  not  clairvoyance  that  brought  Donna  Dubinsky  wild  success.  It's  the  talent  to  recognize  great  ideas,  and 

the  tenacity  to  build  companies  around  them.  Her  latest  venture?  Handspring,  a  company  that  creates 

handheld  computers  that  let  people  keep  the  world  at  their  fingertips.  Or  at  least  in  their  palm. 

Fearless  entrepreneurs  like  Donna  Dubinsky  find  a  kindred  spirit  in  Forbes.  No  wonder  she's  been  reading  it  since  1980. 


Left:  The  rugged  hills  below  Cuzco  are  a 
biker's  paradise;  below:  tailgating  on  the  beach 
somewhere  between  Paracas  and  Nazca. 


PERU 
Machu 


Lima*      Picchu 
Paracas  V.        /c 


•  Manii 


Cuzco 
Puquio 


ride  to  the  Ballestas  Islands  to  see  sea  lions  fornicat- 
ing and  fighting.  The  wobbly  penguins,  someone 
observed,  were  walking  just  like  the  Brits. 

Later,  we  headed  to  the  desert  where  Flavio 
checked  out  each  member's  riding  skills.  That  de- 
termines the  difficulty  of  the  trails  used  en  route  and 
whether  groups  should  be  broken  up  into  different 
rider  levels.  (You  needn't  be  an  expert  motorcyclist 
to  have  fun  on  the  Inca  Moto  Adventure.  One  tour 


he  say  a  negative  word  about  anyone, 
iv  he'd  dented  a  truck  with  his  head, 
scrambled  off  my  bike,  bent  over  him 
took  off  his  helmet,  checking  for  signs 
fe.  He  stirred,  and  finally  sat  up,  peer- 
at  me  through  his  dense  glasses  while 
it  looked  like  little  cuckoos  and  tiny 
lets  circled  his  head.  Poor  Dune.  He 
having  the  time  of  his  life. 

■  he  company  that  operates  our  tour  is 

Inca  Moto,  and  it's  run  by  Flavio  Salvetti,  a  six-foot-  member,  a  female  bank  vice  president  from  New  York, 

four,  37-year-old  of  Italian-Peruvian  descent  who  had  been  riding  off  and  on  for  only  two  years.) 
cs  exactly  like  you  would  imagine  Tarzan  to  appear.  The  next  day  we  rode  in  the  waves  of  deserted  beaches 

e  English  lads  called  him  "Flagiloo.")  For  about  where  16th-century  pirates  lured  ships  to  destruction  on 

00,  Flavio  provides  a  late-model  Honda  XR600,  acts  the  rocks  near  Paracas.  Then,  turning  inland  on  day  four, 

lultilingual  guide,  organizes  mechanics  who  follow  we  rode  the  seemingly  endless  steep  dunes  of  the  lea 

ig  in  a  radio-equipped  support  truck  and  arranges  for  desert,  which  was  like  experiencing  weighdessness. 
ifortable  accommodations.  He  will  also  set  up  neat  side  Flavio  showed  us  his  cojones  by  throttling  fast  up  a  sand 

s  out  of  the  saddle.  dune  that  looked  as  high  as  a  skyscraper.  He  pulled  a 

Clients  pay  for  international  airfare  and  some  meals,  one-eighty  at  the  top,  then  coasted  down  at  half  throttle. 

Flavio  does  everything  else,  from  filling  the  gas  tanks  When  Martin,  the  car  dealer,  tried  to  top  that  performance, 

waling  with  the  locals  and  handling  the  endless  red  tape  he  ended  up  tumbling  to  earth  on  his  arse.  "Flagiloo"  1, 

is  infamous  in  South  America.  It's  worth  the  price.  Birmingham,  nil. 

is  the  Honda:  My  usual  ride  is  a  Suzuki  RM250  or  Day  five:  We  boarded  a  Peruvian  prop  plane  for  a 

wasaki  KLX,  but  I  was  impressed.  From  sea  level  to  side  trip  to  view  the  mysterious  Nazca  lines:  drawings 

niles  up  in  the  Andes,  through  hub-deep  sand  and  miles  long  of  birds  and  animals  that  some — notably  for- 

:-deep  water,  over  rocks  and  snow,  hot  and  cold  with  mer  Swiss  hotelier  turned  best-selling  author  Erich  von 

etting  changes  and  running  on  gasoline  of  suspect  Daniken — believe  have  origins  in  outer  space.  (Over  to 

ne — these  bikes  never  even  hiccuped.)  you.)  After  landing  and  feeling  grateful  to  be  on  something 

nearer  to  the  ground,  we  fired  up  the  bikes  and  took  off 

n  day  one  we  headed  south  by  bus  from  our  colonial-  to  the  high,  lonesome  (except  for  the  llamas),  awesomely 

era  hotel  in  Lima  to  a  hotel  on  the  beach  at  Paracas  beautiful  Andes  of  the  Quechua — descendants  of  the 

just  in  time  for  a  sunset  dinner  and  Pisco  sours.  Trust  Incas.  We  stayed  with  them  in  the  mountain  village  of 

two  of  these  alcoholic  blunderbusses  is  more  than  Puquio  drinking  wine  and  coca  tea  around  a  kerosene  stove 

uate.  The  lads  from  Birmingham,  however,  decided  in  the  corner  store  downstairs  from  the  hotel.  The  next 

the  Pisco  sour  was  a  food  group  and  began  their  morning,  I  learned  just  what  a  high-altitude  hangover  is. 
>y  closing  the  bar  at  6  a.m.  Peru's  president  Fujimori  is  building  roads  through 

1 7  a.m.  Flavio  took  those  who  could  walk  on  a  boat  the  country  almost  faster  than  we  could  ride  them,  and  I 
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or*  the  «dge  of  the 
desert;  below: 
I'Maphu  picture?" 


played  hooky  one  morning  to  get  a  look  at  some  of  them. 
After  warming  up  over  a  road  gang's  tar-pot  fire,  I  raced 
Duncan  down  the  steep,  new  corkscrew  of  a  mountain 
highway  that  any  road  racer  would  love.  We  hurled  down 
a  dirt  riverbed  road  and  then  poured  on  the  coals  to  make 
it  in  time  for  a  dinner  of  potatoes,  lima  beans,  corn  and 
guinea  pig  in  Abancay. 

Halfway  through  the  tour,  we  hit  Cuzco,  the  oldest  in- 
habited city  in  the  New  World.  It  is  a  red  city,  sitting  in  a 
high  red  desert  bowl,  built  directly  over  the  center  of  the 
Inca  Empire. 

Cuzco  is  a  great  walking  town.  On  every  square  are  at 
least  two  churches.  If  the  Franciscans  built  a  beautiful 
cathedral  over  an  Inca  temple,  next  door  the  Jesuits  at- 
tempted to  trump  them  both. 

The  Pride  of  Birmingham,  meanwhile,  had  found  other 
diversions  in  Cuzco.  At  a  nearby  saloon  I  found  them 
dressed  in  '70s  disco  attire  horrifying  the  stunned  locals 
with  bar  tricks.  One  involved  cupping  ignited  tumblers  of 
cognac  onto  your  bare  ass  and  then  jumping  onto  the  bar. 


The  tumblers  stick  to  your  buns  as  the  oxygen  is  deplete! 
much  to  the  bewilderment  of  the  audience. 
Rude  Britannia. 

The  5:30  a.m.  train  the  next  morning  was  full  of  hi 
pies  and  Eurotrekkers  as  we  made  our  way  up  tj 
mountain  to  Machu  Picchu.  The  Fab  Four,  wea- 
ing  their  shortest  shorts  in  the  freezing  cold,  were  huddll 
together  like  sled  dogs.  They  seemed  none  the  worse  ft 
(literally)  bar-hopping  and  flirted  loudly  with  the  femi 
attendants  while  the  train  negotiated  the  switchbacks.  1 
What  makes  Machu  Picchu  impressive  is  that,  like  f: 
barefoot  Quechuan  peasant  who  climbs  mountains  all  a 
with  four  times  his  weight  on  his  back,  the  whole  idi 
seems  inconceivable.  The  Incas  built  a  city  of  divine  beat/ 
in  the  hardest  place  possible.  It's  a  hand-built  city — t: 
walls  rise  up  alive  out  of  the  rock — set  along  the  rim  ci 
volcano.  Alas,  the  wonder  of  the  place  failed  to  penetr;: 
the  mopheads'  mental  state,  and  so  they  were  helicopten 
out  to  the  nearest  whiskey  bar. 

On  day  ten  we  hit  the  road,  or  rather,  path,  aga 
Where  the  empty  cobbled  streets  of  Cuzco  ended,  the  ct 
trail  led  down  out  of  the  mountains  past  neat  villages  iJ 
of  miniature  people  dressed  in  psychedelic  colors  and  ci 
19th-century  civil  service  uniforms.  We  passed  buses  tit 
squeezed  us  out  to  the  edge  of  the  narrow,  two-track  roa  . 
On  one  side  a  cliff  face,  on  the  other  a  drop-off  of  hif 
dreds  of  feet,  past  coca  farms  to  the  cloud  forest  below 
That  night  we  were  fully  settled  in  amid  the  dampn  - 
of  that  green  jungle.  We  stopped  for  the  night  at  Mai 
Cloud  Forest  Lodge,  a  beautifully  designed  ecolodgt  t 
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Hotels 


&  Murphy.  Handcrafted  for 
since  1 850.  Check  out  what's  new  by 
0-445-82 1 8  for  a  free  catalog,  or  visit 
ohnstonmurphy.com. 

t.  Mephisto  shoes  enjoy  a  loyal  follow- 
rig  international  reputation  for  quality 
.  Preview  Mephisto  at 
sto.com. 


ent  A  Car.com.  Is  delighted  to  intro- 
daily.  weekly  and  monthly  rental  of 
s.  luxury  and  sport  utility  vehicles  in 
diami-Las  Vegas-Atlanta-Ncw  York. 
;  apply.  1-800-946-4780 
rentacar.com 


flercury.  Navigator. 


r  Products/Services 


Tice  Systems.  1-800-631-2233. 

w.  Abbot  Office  Systems  has  1 00's  of 

roducts  for  a  more  efficient  office.  Call 

italog. 

jht.  Men's  quality  footware  in  exten- 
id  widths;  AAA-EEEEE  and  sizes  up  to 
$4-1022. 

are.  1-800-340-PIAF. 

idustries.  Broilmasler  Premium  Gas 
Ironmaster  P3CP  offers  the  ultimate 
ling  experience  with  an  industry  lead- 
j  stainless  steel  construction  and  expert 
guarantee  consistent 
control. 

International.  Exec.  162F  helicopter 
rt  build  time,  proven  performance  and 
ing  design.  FADEC  system,  flight  train- 
icoptcr.  World's  largest/oldest  kit 
lanufacturer. 


3  Gifts 


'  Mint,  LTD.  Hand  Cast  .999  Pure 
Golf  Balls.   Mounted  on  Crushed 
t  in  Hand-crafted,  Wood  Cases.  Silver 
:d.  Platinum  Layered  or  23  1/2  oz. 
1-800-562-1390 
ymint.com 

Cigar. 

nd  Partagas  Cigars. 

1  of  Love.  Is  a  customized  book  hand- 
ou.  Your  priceless  photographs  are 
roduced  and  elegantly  presented  on 
jlit>  archival  paper. 

•  Vineyards.  America's  most  awarded 
direct  to  comsumer.  Personalized 
ielightful  Windsor  exclusive. 


14.  Halekulani.  On  the  beach  at  Waikiki.  Hawaii's 
only  AAA  5  Diamond  Hotel  for  accommodations 
and  restaurant.  Call  toll  free  800-367-2343.  or  log 
on  to  www.halekulani.com. 

15.  Kingsmill  Resort.  Kingsmill  features  400 
suites,  a  full-service  spa  and  54  holes  of  champi- 
onship golf. 

16.  Monte  Carlo  Grand  Hotel.  Located  In  The 
Principality  of  Monaco,  Monte  Carlo  Grand  Hotel 
is  Probably  One  Of  The  Finest  Hotels  And  Casino 
Resorts  In  The  Mediterranean  Area,  www.monte- 
carlograndhotel.com.  377-93-50-65-00 

17.  Palmilla  Resort.  Escape  to  world-renowned 
Palmilla  -  A  lush,  tropical  oasis  at  the  southern  tip 
of  Baja  where  the  desert  meets  the  shimmering 
blue  sea.  1-800-637-2226. 

18.  Pangkor  Laut  Resort.  Located  on  a  300  acre 
private  island,  the  resort  encompasses  three  bays 
with  126  luxury  villas,  five  restaurants,  two 
lounges  and  extensive  recreational  activities. 

19.  The  Plaza  Hotel. 

20.  Westin  Resorts  Hawaii.  1 -800-WESTIN- 1 


Jewelry/Watches 


21.  Omega.  For  over  150  years  Omega  has  built  an 
unmatched  reputation  for  precision  and  leading 
edge  technology.  Omega  continues  to  record  sig- 
nificant moments  in  lime  on  the  wrists  of  some  of 
the  world's  most  outstanding  personalities. 

22.  Roger  DuBuis  North  America. 

Manufacturer  of  supremely  complicated  mechani- 
cal timepieces  meriting  the  Geneva  Quality 
Hallmark.  Each  style  limited  to  28  pieces.  In  rose 
or  white  gold  and  platinum.  570-970-8888. 

23.  Vacheron  Constantin.  Is  the  world's  oldest 
luxury  Swiss  watchmaker,  offering  both  exception- 
al design  and  craftsmanship.  The  "245"  celebrates 
the  firm's  rich  heritage  and  offers  contemporary 
styling  for  today's  watch  connoisseur.  For  a  free 
catalogue  of  all  timepieces,  call 

toll  free  1-877-7555. 


Real  Estate 


24.  Land  Properties.  In  The  Heart  Of  Spoon 
Valley  Lies  A  Gem  On  The  River.  35  Magnificent 
Acres  Of  Views  And  Horse  Meadows.  Contact 
Land  Properties,  Inc.  At  1-800-556-8439. 


25.  Mauna  Kea  Realty.  At  last .  .  .  your  opportu- 
nity to  own  fee-simple  property  at  Hawaii's  most 
prestigious  address.  www.MaunaKeaUplands.com 


26.  Godiva  Chocolatier.  To  order  a  gift  or  locate  a 
Godiva  boutique  new  you,  call  us  at  1-800-9- 
GODIVA  or  visit  us  at  www.godiva.com  or  AOL 
(Key  word:  GODIVA) 


Sports/Exercise 


27.  HealthExtras.  Provides  affordable  health  and 
disability  coverage  for  individuals  and  small  busi- 
nesses. Visit  our  website  at  www.healthextras.com 
or  call  us  at  1-800-233-3034. 

28.  Globalgolf.com.  One  stop  shopping  for  all  golf 
needs,  worldwide  golf  tee-time  reservation  system 
&  golf  superstore  -  products,  art,  gifts,  travel,  etc. 
1-888-701-2453. 

29.  Sports  Tutor  Tennis  Machine.  1-800-448- 
8867.  Tennis  Tutor  portable  ball  machine  and 
Shoemaker  Professional  machine. 


Travel 


30.  LAS  CAMPANAS. 

31.  Lodge  at  Chama.  Chosen  best  sporting  retreat 
in  North  America.  36.000  acres  of  private  luxury, 
fishing,  riding,  lodge,  spas,  dining  fit  for  royalty. 
Along  the  Colorado/New  Mexico  border. 

32.  Palmilla  Real  Estate.  Complemented  by  the 
Palmilla  Hotel  &  Golf  Club.  Palmilla's  oceanfront 
homesites.  fairway  homes  and  oceanview  villas 
offer  the  very  best  in  the  master-planned 

golf  community. 

33.  The  Culinary  Travel  Co.  I  888  777  0760. 
Hands-on  cooking  in  Tuscany.  Small  groups.  Visit 
vineyards,  cheese  farms,  olive  oil  producers. 
Since  1195. 

34.  Swept  Away.  Surround  yourself  with  lush 
foliage,  the  gentle  Caribbean  breeze  and  hypnotic 
sounds  of  nature.  Swept  Away.  The  Caribbean's 
premier  all-inclusive  sports  &  fitness  and  spa 
resort.    1-800-545-7937.  www.sweptaway.com 


Writing  Accessories 
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NEXT  MEETIN 


ou  get  a  different  perspective  from  up  here, 
high  in  the  Southern  Rockies  of  Colorado. 
You're  in  the  midst  of  250  magnificent 
square  miles  known  as  Forbes  Trinchera  -  the  perfect 
getaway  from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
professional  staff  of  fifty,  fit  perfectly  into  the  natural  set 
ting  of  this  property. 

Here,  you're  surrounded  by  majestic  beauty. 
Lofty  peaks  scrape  the  blue  Colorado  sky  -  the  highest 
reaching  14,345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 


feel  invigorated,  revitalized  and  re-generated.  You  will 


plish  much  more  at  your  meetings. 


And  after  work,  there's  play.   More  til 


miles  of  trout  filled  streams.    Miles  of  trails 


on  and  discover.  Skeet  shooting.  Horseback  ridj 


you're  not  that  far  from  a  challenging  golf  course.  Letu 


tude  give  your  next  meeting  a  fresher  attitude. 


like  a  closer  look,  call  01-719-379-3263,  or  m 


at  tryland@forbes.com 


7X 


« 


FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retre; 


base  of  a  waterfall  that  was  watched  over  by  a  coat- 
ndi  and  a  blue  parrot. 

"ired  from  a  full  day  of  riding  down  the  Andes  across 
:ys  primed  with  the  bountiful  plenty,  we  were  famished 
headed  off  to  a  local  restaurant.  When  the  waiter  rec- 
nended  a  local  combo  plate  of  pork,  chicken,  beef  and 
Peruvian  favorite — guinea  pig — the  yahoos  blanched. 
I  ain't  eatin'  no  f — ing  gerbil,  mate,"  said  Rick,  the 
rmacist.  Imagine,  an  Englishman  balking  at  a  meal 
tastes  like  rodent.  We  left  in  search  of  vegan  fare. 
Been  saving  up  for  this  trip,  I  'ave,"  Duncan  told  me 
r  dinner.  Moths  the  size  of  warplanes  hovered  in  the 
llelight.  Duncan  had  climbed  Kilimanjaro  and  moun- 
-biked  in  Nepal.  Drank  the  water,  too.  But  Peru,  he 
,  was  "the  best  'oliday  I  ever  'ad." 

was  true.  I'd  never  seen  a  man  so  savor  an  adventure, 
ic  had  stopped  everywhere  and  anywhere  to  smell 
ers,  take  a  picture  of  a  waterfall,  or  a  grave,  or  a  tree, 

pig.  That  is,  until  some  street  kids  stole  his  camera 
all  of  his  film. 

ut  the  adventure  was  coming  to  an  end.  Which  was  a 
ie.  If  for  no  other  reason  than  that  after  12  days,  I  felt 


I'd  mastered  the  orange  Peruvian  dirt  on  a  motorcycle.  It 
was  a  lot  like  skiing  on  powder:  Keep  your  weight  on 
the  outside  foot  peg  to  hold  the  bike  into  the  turn,  then 
accelerate  with  the  throttle.  Counter  steering  corrects 
the  line,  just  like  a  tail  kick  on  a  surfboard  gets  you  around 
a  curling  wave  faster  than  gliding. 

All  the  way  back  down  to  Lima  the  ride  achieved  a 
wonderful  rhythm,  a  kind  of  dance  between  myself  and  the 
bike,  from  curve  to  curve,  connecting  the  dots  and  the  im- 
ages of  this  old  country  together. . . 

...the  Spanish  hacienda  where  we  listened  from  our 
balcony  to  the  music  from  the  plaza  in  Cuzco... falling 
asleep  to  the  sound  of  the  river  as  it  flowed  to  the 
Amazon... the  restaurant  Las  Brujas  de  Cachiche,  in 
Miraflores. .  .the  muddy,  one-lane  tunnels  cut  into  moun- 
tains, dripping  with  the  wet  of  the  cloud  forest. .  .surfing 
waves  of  desert  sand... llamas,  pink  flamingos,  parrots, 
lizards,  sea  lions,  a  jaguar. 

Duncan  the  Plumber  felt  the  rhythm,  too.  Which  is 
why  we  were  out  in  front  together  that  last  day,  going  fast, 
feeling  good,  doin'  the  dance.  Until,  that  is,  Duncan 
smacked  the  truck  with  his  head. 

He  would  be  okay,  eventually,  and  insisted  to  everyone 
that  he  would  be  back  one  day.  I  hope  he  does  go  back,  but 
if  you're  reading  this  Dune,  remember  what  I  said  on  that 
last  day  in  Lima. 

"Dude,  they  drive  on  the  right  in  Peru."  • 

Inca  Moto  Adventures,  La  Cima  130,  Las  Casuarinas, 
Lima  33  Peru;  51-1-344-1646,  incamoto@peru-info.com; 
www.peru-info.com/master/incamoto/ 
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TED  WAITT 
The  Moofly,  a  holstein- 
spotted  monster 
with  great  consumer 
appeal.  (Trout  will 
eat  anything.  I  have 
found  spent  .22 
brass,  fabric,  cigarette 
butts,  algae,  snails 
and  a  nail  clipper 
in  their  stomachs.) 


DONALD  TRUMP 
"...dry  fly-fishing  is 
the  classiest  fly-fishing 
there  is. ..solid  gold 
body,  very  classy, 
very  classy  feathers 
there... what's  really 
classy  about  this  thing 
is  the  fan  up  front 
there  blow-dries  the 
fly  with  every  cast, 
very  classy...."  Sinks 
ike  a  lead  melon. 


PAUL  ALLEN 
Allen  is  subtle,  and 
so  deserves  Fly  #2, 
the  second-most  use- 
ful fly  in  the  box. 
A  #14  Elkhair  Caddis, 
it  floats,  resembling 
such  a  wide  range 
of  fish  food,  smart 
fishermen  carry  sev- 
eral of  these,  and 
the  Bulldog  Nymph 
(see  Simplot),  in  their 
hatbands  and  don't 
have  to  bother  with 
all  those  fool  boxes 
and  the  vest.  Great 
fishermen  are  easy  to 
spot:  They  have  a  rod 
and  not  much  else. 


LARRY  ELLISON 
This  is  the  Coracle.  It 
wiggles  on  the  water. 
The  red  button  is 
the  strike  point,  right 
above  the  hook.  The 
fly  does  many  things. 
Interesting. 


BILL  GATES 
This  custom-desigr 
fly  cuts  right  to  thel 
marrow  of  the  busi 
ness.  Weighted 
to  a  precise  550  tc 
it  is  dropped  upon 
the  body  of  water 
Gates  wishes  to  fis 
displacing  the  enti 
river  suddenly.  All 
the  fish  in  a  given 
stretch  may  then  t 
picked  out  of  the 
trees.  1/10,000  sdl 
Broken  into  its  pai 
by  court  order.  (It  : 
been  pointed  out 
that  the  Armagedn 
Fly  is  utterly  efficiit 
getting  all  of  the 
fish  and  wiping  oi 
all  competition  wi 
the  seiche  wave. 
Even  after  the  coi  's 
ritual  dismember- 
ment, the  concusir 
provided  by  dropp  g 
the  parts  still  stui 
or  kills  most  of 
the  fish  targeted. 


Trout  Flies  of  th 


.» 


3EZ0S 

'assy-Headed 
Booger  sinks 
rims  and  sinks 
rims.  No  hook, 
turn  a  profit.... 


JACK  SIMPLOT 
The  #1  fly,  the  other 
one  on  the  good 
fisherman's  hatband. 
The  Bulldog  Nymph, 
puttering  on,  never 
moving  real  fast,  ol' 
Jack  is  90,  and  good 
in  all  weathers.... 


V 

SIDNEY  KIMMEL 
Sidney  Kimmel  does 
not  catch  fish,  Sidney 
Kimmel  feeds  fish. 
A  few  chunks  of  trout 
chow  here.... 


TED  TURNER 
This  faithful  re-creation 
of  an  insect  found  in 
remote  areas  of 
Argentina  is  called 
by  the  Stone  Age 
inhabitants  "eeee- 
yahhhhaaaiiiiigumk," 
which  translates, 
roughly,  as  "great  good 
taste...."  The  golden 
assets  case  is  well- 
displayed  at  the  end 
of  the  weirdly  evolved 
tail  wing.  The  female 
rips  it  off  and  the  GGT 
flutters  drunkenly. 


GORDON  GETTY 
The  Long  John  fly, 
which  may  be  going  or 
coming.  From  the 
old  blues  song.  Long 
John  had  "a  heel 
in  front... an'  a  heel 
behind... you  never 
could  tell. ..just  where 
he'd  wind...."  (See 
Doppler  effect.) 


|  A  billion  in  the  bank  is  nice.  But  you're 

I  nobody  until  you  attract  flies.  By  Coyote  Jack 

Rich  &  Famous 


T?/~\  O  £»  T?  C    PV1 


Books 

Flattery  can  get  you  anywhere:  America  from  across  the  Pond:  and  more 


Find  the  straight  line  and  win  a  prize:  from  left, 

the  Sagrada  Familia's  spiral  staircase;  doorway 

of  Casa  Mila;  ceramic-clad  roof  of  a  porter's 

house;  carved-stone  and  leaded-glass  bay;  the 

slate-covered  brick  walls  of  Casa  Bellesguard. 


Moving  Pictures 


ANTONIO  GAUDI:  MASTER  ARCHITECT, 


by  Juan  Bassegoda-Nonell;  photographs  by  Melba  Levick;  Abbeville  Press;  $ 


No  visitor  to  Barcelona  can 
claim  to  have  experienced 
the  city  fully  without  a  pil- 
grimage to  at  least  one  of  the  strange 
hut  beautiful  buildings  conceived  by 
Antonio  Gaudi.  Born  in  1852,  the 
architect  hegan  his  career  in  the  Neo- 
Gothic  style,  whose  majestic  scale 
.md  minute  ornamentation  he  would 
brilliantly  suhvert  in  future  works 
that  defined  his  personal  vision.  Later 
he  would  be  lumped  together  with 


others  whose  rejection  ot  the  straight 
line  represented  the  architectural 
reflection  of  Art  Nouveau;  but  in  fact 
Gaudi's  sinuous,  sensual  buildings 
are  wholly  unclassifiable.  (Some  have 
even  suggested  he  was  under  the 
influence  of  psychotropic  mush- 
rooms.) Whether  absorbing  the 
otherworldly  grandeur  of  Casa  Mila, 
whose  facade  seems  to  undulate  in 
the  wind,  or  the  unfinished  cathedral 
of  the  Sagrada  Familia,  with  its 


gigantic  spires  that  appear  to  be  dri 
ping  with  candle  wax,  the  viewei 
astonished  by  Gaudi's  ability  to  a. 
ture  a  variety  of  soft,  organic  for 
with  hard  materials.  The  author, 
this  volume  is  director  ot  the  Ro 
Gaudi  Chair  at  the  Polvtechnii- 
University  of  Catalonia  in  Barcelo 
Melba  Levick  is  well  known 
her  architectural  photography.  Tr 
joint  effort  is  comprehensive  a' 
splendid.       — Jeff  Turri 
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iqnired  Reading 


YOU'RE  TOO  KIND: 


A  Brief  History  of  Flattery,  by  Richard  Stengel;  Simon  8c  Schuster;  $25 


wasn't  so  long  ago  that  we,  the 
;overned,  were  making  regular 
rips  to  our  high-and-mighty 
ards  in  order  to  pay  fealty.  In 
1  for  our  scrap  of  land,  a  few 
services  and  protection  from 
lers,  vassals  were  expected  to 
;e  unyielding  fidelity  to  our 
icent  providers.  You  couldn't 
thout  a  gift,  naturally,  but  more 
than  not  Milord  and  Milady 
i  end  up  politely  declining  the 
:t  of  oozing  mud  or  the  squeal  - 
aby  pig  that  was  the  best  we 
muster.  Fortunately,  flattery — 
»  and  plentiful — almost  always 
le  trick. 

st-forward  to  Campaign  2000: 
y,  George  W.  Bush  and  Al 
,  jockeying  to  lead  the  free 
1,  wouldn't  dream  of  attending 
*le  Rotary  lunch  without  un- 
isly  extolling  The  Fantastic 
le  of  Akron!  or  The  Freedom- 
lg,  Reform-Minded  Citizens 
:  Greatest  City  in  America — 
:!  As  Richard  Stengel  notes 
u're  Too  Kind,  his  funny  and 
native  chronology  of  kiss-up- 
hip,  democracy — among  its 

well-publicized  virtues — has 
tively  reversed  the  flow  of 
c  flattery  in  the  direction  of 
in  whom  real  power  is  thought 
ide:  the  people, 
ore  than  two  thousand  years 
Jtengel  informs  us,  Theocrines, 
sequious  Athenian  pol  on  the 
ivould  court  voters  by  telling 
that  he  loved  them  as  much  as 
m  family.  Well.before  that,  an 
Dest-seller  was  The  Instructions 

Vizier  Pthahotep,  which  in- 
ed  members  of  ancient  Egypt's 
"atic  culture  on  how  to  behave 
e  presence  of  the  pharaoh 
i't  shoot  many  glances  at 
nolesting  him  offends  the  ka. 


Laugh  after  he  laughs.") 
The  drive  to  flatter,  Sten- 
gel suggests,  is  linked  to 
some  pretty  basic  human 
fears — whether  it's  the 
fear  of  losing  the  nom- 
ination, or  the  fear  of 
being  nominated  to  join 
a  chain  gang  of  pyramid- 
erecting  slaves. 

Greeks  do  it,  Egyp- 
tians do  it,  even  monkeys 
in  the  trees  do  it.  Stengel 
opens  his  book  with  a 
chapter  on  the  techniques 
used  by  chimpanzees  to 
paw  their  way  up  to 
the  top  of  their  highly 
formalized  social  order, 
including  "reciprocal  al- 
truism," which  the  author 
defines  operationally  as 
"a  kind  of  calculated  fav- 
or, an  action  or  gesture 
performed  for  an  ex- 
pected return."  If  that 
sounds  like  language  out 
of  an  economics  text- 
book, it's  no  coincidence. 
Throughout  his  book, 
Stengel  works  to  per- 
suade us  that  flattery  is  more  than 
just  a  toadying  reflex:  It  is  a  type 
of  currency  that  wise  individuals 
operating  in  the  social  arena  con- 
serve, invest  and  spend  with  the 
same  discretion  that  informs  their 
financial  transactions. 

That  humans,  like  our  primate 
cousins,  may  be  biologically  pro- 
grammed to  curry  favor  makes  the 
most  sense,  of  course,  within  the 
context  of  sex,  where — from  the 
male  standpoint,  at  least — supply 
has  never  quite  been  able  to  keep  up 
with  demand.  Stengel  believes  that 
romantic  flattery  was  invented  at  the 
same  time  and  under  the  same  cir- 


( You're  Too  Kind  ) 


A       BRIEF       HISTORY       OF 


cumstances  as  the  concept  of  ro- 
mantic love:  in  or  around  the  12th 
century,  by  starry-eyed  troubadours 
with  too  much  time  on  their  hands. 
Interestingly,  though  their  lovesick 
legacy  is  still  powerfully  evident  in  all 
aspects  of  popular  culture,  the  author 
thinks  the  troubadours  have  been 
misinterpreted.  He  sees  all  their 
mooning  and  pining  over  fair  maid- 
ens as  an  abstracted  form  of  self- 
love,  ultimately  rooted  in  a  kind  of 
competition  over  who  among  them 
could  be  the  most  passionate,  the 
most  devoted,  the  most  effusively 
poetic.  "They  are  in  love  with  the 
idea  of  love,"  he  writes,  before  going 
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Super  Hard  Alpha 
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by  Carpenter 
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Introducing  Die  TriNetal  Plus 
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M  it  v  all  about  distance. 


on  to  cite  the  troubadour  Guillam  de 
Mauchaut:  "Even  if  a  mistress  I  have 
none/yet  I  am  a  faithful  lover." 

Flattery  was  later  raised  from  an 
art  to  a  science  by  the  courtiers  of  the 
Renaissance,  many  of  who  were  able 
to  cadge  room,  board  and  party  in- 
vitations to  big  Medici  blowouts 
merely  by  sucking  up.  But  in  recent 
times,  America  has  risen  to  the  flat- 
tery forefront  (though  we  may  owe 
our  national  origins,  Stengel  posits, 
to  the  Puritans'  abhorrence  of  the 
heraldic  "flatter}'"  practiced  by  the 
Anglicans,  who  had  borrowed  many 
liturgical  trappings  from  the  same 
Catholic  ceremonies  they  were  sup- 
posed to  be  protesting.)  The  capitals 
of  modern  flattery,  says  the  author, 
are  to  be  found  at  those  two  inar- 
guable  poles  of  American  self-impor- 
tance: Hollywood  and  Washington, 


D.C.,  where  proximity  to  power 
considered  a  respectable  career  go 
and  sycophancy  is  regarded  as  a  pe 
fectly  acceptable  lifestyle  choice. 

"We  all  want  to  be  liked,"  Steng 
writes.  "We  all  want  to  be  appn 
ciated.  Flattery  almost  always  hi 
its  target  because  the  target — yo 
me,  everybody — rises  up  to  meet  i 
There  is  no  natural  defense  system 
Surely  any  area  of  human  behavi< 
so  widespread,  and  so  integral  to  01 
daily  lives,  deserves  its  own  wel 
researched,  thoughtful  and  ofte 
downright  funny  historical  analysi 
It's  not  mere  flattery  to  state  th 
Richard  Stengel  has  delivered  sue 
a  book.  Readers — especially  the  su] 
remely  sophisticated,  highly  inte 
ligent,  not  to  mention  physical 
attractive  readers  of  Forbes  FY  I- 
will  enjoy  it  immensely. 


Keep  Your  Eyes  Peeled 


STAR-SPANGLED  EDEN: 

19th  Century  America  Through 

the  Eyes  of  Dickens,  Wilde,  Frances 

Trollope,  Frank  Harris  and  Other 

British  Travelers,  by  James  C.  Simmons; 

Carroll  &  Graf;  $26 

Americans  don't 
like  to  admit  it,  but 
we've  always  cared 
what  England  thinks 
of  us.  And  British 
visitors  of  the  19th 
century — while  they 
might  not  have  liked 
to  admit  it — were 
fascinated  by  the  home  we'd  made 
for  ourselves  across  the  ocean,  and 
how  our  voluntary  withdrawal  from 
European  "civility"  had  affected  our 
character.  Historian  James  C.  Sim- 
mons collects  the  stories  and  observa- 
tions of  a  number  of  these  visitors, 
and  each  of  them  makes  up  a  fasci- 
nating episode  in  Anglo-American 
history.  Take  Mrs.  Trollope — mother 
of  Anthony — for  instance:  She  lived 
in  Cincinnati  for  two  years  and  be- 


came an  unlikely  developer  of  c«j 
nival-like  amusements  (includi; 
a  walk-through  version  of  Dant- 
Inferno  so  frighteningly  convincij; 
it  was  credited  with  converti,; 
heathens),  as  well  as  an  early  versiii 
of  what  would  today  be  caller 
shopping  mall.  Charles  Dickts 
was  initially  amazed  at  his  frenzl 
American  reception:  Masses  of  p<- 
ple  would  come  up  to  him  on  |C 
streets  of  Boston  and  recite  longp- 
sages  from  his  books — which  crea  j 
a  very  warm  feeling  in  him  towi 
Americans,  as  it  would  in  any  visitg 
author.  Then  he  discovered  the  recfl 
they  knew  his  work  so  well:  Tl 
were  reading  thousands  upon  th  I 
sands  of  pirated  editions  of  his  bo  3 
for  which  he  was  receiving  no  ro ;■- 
ties  whatsoever.  (In  its  relative  I 
fancy,  American  jurisprudence  ,< 
yet  to  develop  any  kind  ot  ror^ 
copyright  law.)  Dickens,  infuri;  I 
by  the  Americans'  nonchalance  r. 
the  matter,  never  forgave  us,  I 
his  warmth  soon  gave  way  to  b 
denunciation.  The  most  colorfi* 


mttmU 


nons's  profiles,  Frank  Harris, 
way  from  England  at  14  to  be- 
an American  adventurer,  first 
r  the  foundations  of  the  Brook- 
Iridge,  then  heading  out  West 
me  horses,  fight  Indians  and 
1  (and  eventually  rustle)  cattle 
e  becoming  editor  of  the  Sat- 
>  Review.  Star-Spangled  Eden  is 
tivating  and  illuminating  work 
story  in  which  Old  World  as- 
tions  are  continually  exploded 
sw  World  re  alitie  s .  — J  T 

THE  BATTLE, 
>y  Patrick  Rambaud;  translated 
om  the  French  by  Will  Hobson; 
Grove  Press;  $25 

Sitting  on  a  stone 
bench  attached  to  a 
bombed-out  house 
in  the  Austrian  vil- 
lage of  Aspern,  just 
moments  after  be- 
1  heading  a  couple 
1  of  Austrian  soldiers 

C I  with  a  plowshare, 

hall  Andre  Massena  turns  to 

olonel  beside  him  and  sighs: 

ity  has  no  admirers,  Lejeune." 

e  words  are  a  dark  joke  in  this 

■wise  serious  historical  novel 

t  the  1809  battle  of  Essling,  at 

1  almost  40,000  French  and 

rian  soldiers  perished  in  less 

48  hours.  Indeed,  reality  is  the 

on  of  this  book.  It  is  not  a  pan- 

:  to  the  heroes  of  the  French 

,  nor  is  it  an  overt  indictment 

:  lunacy  of  war,  but  an  effort  to 

tbe  the  mayhem  of  those  days 

ly  1809  as  faithfully  as  possible. 

characters  span  the  ranks  of 

rench  army,  from  Bonaparte 

:lf  to  his  marshalls,  cuirassiers, 

:s  and  infantrymen.  Their  or- 

are  depicted  in  such  sharp  de- 

nost  are  culled  from  primary 

«),  it's  hard  not  to  feel  the  ur- 

of  the  moment.  An  equerry's 

is  blown  off  by  roundshot  as 

ns  over  to  adjust  his  stirrup;  a 

of  soldiers  make  a  broth  of 

lesh  seasoned  with  gunpowder; 


and  Emperor  Napoleon  turns  to  an 
aide-de-camp  and  demands  that  he 
have  his  chicken,  immediatementl 

— Thomas  Jackson 

TOWER: 

Faith,  Vertigo  and  Amateur 

Construction,  by  Bill  Henderson; 

Farrar,  Straus  and  Giroux;  $22 

Give  a  little  boy  a 
dozen  blocks,  and — 
guaranteed — the 
first  thing  he'll  create 
is  a  tower  that's  one 
block  wide  by  12 
blocks  high.  Bound 
to  the  earth,  obsessed 
with  the  heavens,  we  are  compelled 
by  mysterious  inner  forces  to  build 
skyward.  In  this  quirky  but  affect- 
ing memoir,  writer  Bill  Henderson 
(who  also  happens  to  be  the  founder 
and  publisher  of  the  Pushcart  Press) 
recounts  the  story  of  a  tower  he  built 
as  an  adult  on  a  tiny  piece  of  prop- 
erty in  Maine.  After  surveying  his 
plot  of  land,  he  spontaneously  an- 
nounces that  his  hill  overlooking  the 
sea  might  be  a  good  place  to  build 
such  a  structure,  "for  no  reason." 
Then  the  reasons,  encoded  in  de- 
spair, begin  to  filter  in  one  by  one: 
the  disintegration  of  his  marriage, 
the  serious  illnesses  of  a  number  of 
loved  ones,  his  own  fears  of  death 
and  his  doubts  about  the  afterlife. 
Inspired  by  the  examples  of  Yeats, 
who  famously  lived  in  a  tower  of 
his  own  in  County  Galway,  and 
Thoreau,  whose  brand  of  self-reliant 
New  England  mysticism  Henderson 
admires,  he  begins  work — eventu- 
ally succumbing  to  a  kind  of  mono- 
mania that  nevertheless  leaves  room 
for  poignant  reflections  on  family, 
friendship  and  especially  God.  In- 
deed, though  the  author  is  far  too 
graceful  to  phrase  it  so  bluntly,  his 
tower — erected,  poetically  enough, 
on  a  hill  named  "Christy" — is  a  po- 
tent symbol  of  one  man's  humble 
attempt  to  shorten,  just  a  little,  the 
awesome  distance  between  himself 
and  his  creator.  •  — JT 
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The  thrill  of  a  sport  sedan. 

The  serenity  of  a  luxury  sedan 
Capabilities  beyond  any  sedan. 
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swear  your  seat  belt.  Children  under  12  should  be  in  the  rear  seat  properly  restrained.  With  a  front-passenger  air  bag,  never  place  a  rear-facing  car  seat  in  the  front  seat. 
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Introducing 


the   new   Infiniti   QX4 


lor 


2001  QX4.  excluding  S',2  5  destination  chares  tax.  title,  license  and  oDtions.  0X4  4WD  shown  with  Premium  Packaee.  Price  excludes  optional  navigation  system,  sunroof  an 


Why  must  certain  driving 
pleasures  end  when  the  road 
turns  from  pavement  to  snow, 
rocks  or  worse?  In  the  new 
Infiniti   QX4|  they  don't.  A 
host  of  innovations  blur  the 


lines  between  "SUV'and 

"luxury  sedan":  A  thrilling  new 

engine  whose  240  horsepower        features  that  include  Xenon 


makes  it  the  most  powerful 
V6  of  any  luxury  SUV.  One 
of  the  world's  most  advanced 
4WD  systems.  Ingenious 


headlights,  front-seat  active 
head  restraints"  and  a  6- 
disc,  in-dash  CD  changer. 
The  new  Infiniti  QX4.  It 
takes  performance,  luxury 
and  innovation  to  a  whole 
Anyplace. 


Starting   at    $34,15  0.  As   shown    $36,15  0: 


iced  at  launch.  Retailer  sets  actual  price. 


Consider  it  your  own   private 

museum   of  science  and  technology. 


c  \ 

INFINITI   NAVIGATION 
SYSTEM 

The  QX4's  available  GPS  nav- 
igation system'  employs  a 
unique  and  proprietary 
"bird's-eye"  mapping 
perspective,  which  pro- 
vides a  more  realistic  view 
of  the  road  and  surrounding 
landmarks  than  convention- 
al navigation  systems. 


ANALOG 
CLOCK 

nfiniti's  signature  analog 

clock  will  help  you  keep 

trackoftime.TheQXVs 

other  amenities  like 

hand-selected  Seton  leather 

will  help  you  lose  track  oftime. 


BOSE    6-DISC,  IN-DASH 
AUDIO   SYSTEM 

A  custom-tuned,  6-speaker 

Bose'  stereo  combines  the 

purity  of  rich,  full  sound 

with  the  convenience  of 

a  new6-disc,in-dash 

CD  changer.  You'll  enjoy  up  to 

eight  hours  of  music,  handily 

located  at  your  fingertips. 


ACTIVE   HEAD 
RESTRAINTS 

In  addition  to  safety  features 
like  dual  front  and  side  supple- 
mental air  bags,JtheQX4 
offers  new  front-seat 
active  head  restraints 
that  are  designed  to  help 
reduce  whiplash  injuries  in 
certain  rear-end  collisions. 


XENON 
HEADLIGHTS 

The  new  QX4  features 
advanced  high-intensity 
discharge  Xenon  head- 
lights that  are  twice  as 
bright  as  traditional 
halogen  headlights  and  illu- 
minate 70%  more  area  for 
greater  visibility  and  safety. 


FRONT-   AND 
REAR-HEATED   SEATS 

Available  front-  and  rear- 
heated  seats  provide 
comfort  for  both  driver 
and  passengers.  Only 

one  person,  however,  will 

enjoy  the  pleasure  of  sitting 

behind  the  wheel. 


ALL-MODE 
4WD   SYSTEM 

The  QX4's  available  All-Mode 
AWD'system-considered  one 
of  the  most  advanced 
automatic  4WD  sys- 
tems in  the  world  - 
ses  microprocessors  to 
infinitely  vary  power  between 
the  front  and  rear  wheels  for 
optimum  traction. 


FINE  VISION 
GAUGES 

Extensive  studies  of  the  human 
eye  helped  our  engi- 
neers develop  the  QX4's 
new  Fine  Vision  gauges, 
whose  soft  glow  is  easy  to 
read  in  various  light  conditions. 


THE  TOTAL  OWNERSHIP 
EXPERIENCE 

QX4  drivers  enjoy  exclusive 
benefits  like  a  complimen- 
tary Service  Loan  Car, 
car  washes  with  all 
scheduled  mainte- 
nance, 24-hour  Roadside 
Assistance  and  membership 
in  the  Infiniti  Owner's  Club." 


800-319-5394   /   infiniti.com 


«jTPy2>    INFINITI 


Own  one  and  you'll  understand 


system  available  in  select  markets  in  March  2000  and  nationwide  in  )uly  2000.  Requires  accurate  GPS  service  to  operate  and  function  properly.  ttService  Loan  Car 


Can't  scratch  this 
in  public  or  private 


Thanks  to  the  scratch-resistant  sapphire  glass,  th< 

GST  Chrono  Automatic  protects  you  from  most  o 

life's  embarrassing  scrapes.  A  mechanical  chronogr; 

in  tough,  skin-friendly  titanium.  Exclusive 

bracelet  system  developed  by  IWC.  Water-resistar 

to  400  feet.  Ref.  3707  in  titanium.  $  3995- 
Also  available  in  stainless  steel  or  18  ct.  yellow  goli 


IWC 

Since  1868. 
And  for  as  long  as  there  are  men. 


Ilin- 


S09  AAADISON  AVtNUt  AI 53RD  SlRbbT  NEW  YORK,  NY  10022  212-888-0505  &  HOFtL  WALDORf  ASTORIA  PARK  AVbNUt  AT  49IH  STRtET  NEW  YORK,  NY  10022  212-751-9824 

800  255-3310    [-MAIL  CELIININY@A0L.COM    PLEASE  WRITE  TOR  A  TREE  CATALOG 
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world  powers  you've  probably 
never  heard  of.  By  Andrew  Tanzer 

188  Tilting  at  Windmills  Has  Paul 

Ervin  found  a  cure  for  breast 
cancer?  By  Carleen  Hawn 

192  The  Gift  of  Data  Impath's  store  of 
cancer  patient  information. 
By  Zina  Moukheiber 

196  Digital  Spin    Mediocre  Phone 

Calls— For  FREE!  By  John  C.  Dvorak 

198  Digital  Tools   Someday  Your  Prints 
Will  Come  By  Stephen  Manes 


Money  &  Investing 

202  Bondo  Buys  Tech  You  might 
think  a  high-tech  LBO  isn't 
possible.  But  that's  exactly  what 
David  Bonderman  is  doing. 
By  Mary  Beth  Grover 

204  Bargain  Rack  Why  pay  retail?  You 
can  get  rag-trade  shares  at  steep 
discounts.  By  Robert].  Sherwood 

206  Chocolate,  Jam  and  Gravel  Old 

Economy  manufacturers  aren't 
sexy,  but  they're  not  going  away. 
A  bargain-hunter's  guide. 
By  Robert  Lenzner 

208  Streetwalker  AT&T;  Goldman 
Sachs;  Fortune  Brands;  Ameri- 
can Standard;  OM  Group. 

211    Markets  &  Forecasts 

214  Portfolio  Strategy  i  What  to  Do 

About  Tech  By  Kenneth  L.  Fisher 

215  Stock  Trends   The  Schizo  Market 

By  Robert  S.  Salomon  Jr. 

216  Market  Trends   Four  Aging  Samurai 

By  Martin  Sosnoff 

Forbes  Life 

218  Adventure  I  Daredevil  or  Doofus? 

Gyrocopters  are  still  around, 
and  they're  more  fun  for  the 
buck  than  you  can  imagine. 
By  Alan  Farnham 

220  Collecting  I  The  Unknown  Artist 

Forget  provenance  and  tradition. 
Buy  on  whimsy.  By  Barbara  Pollack 

224  Books  |  Dad  Does  Dot-Corn 
The  perils  of  founding  an 
Internet  startup  as  a  40-year-old 
paterfamilias.  By  Spencer  Reiss 


Forbes  ASAP 

Knocked  on  their  ASPs  Yes,  the  Internet  does  change  every- 
thing— even  the  enterprise  software  Goliaths.  The  Lost  and 
Found  Cure  Instead  of  the  next  miracle  drug,  Shaman  Phar- 
maceuticals got  a  lesson  in  financial  reality.  Where  Foo-Foo 
Makes  You  Rich  For  some  purveyors,  online  auctions  are  the 
best  thing  since  pink  flamingos.  What  Makes  Jerry  Run? 
AMD's  Jerry  Sanders  discusses  his  batde  with  Intel  and  why 
he's  the  last  man  standing.  A  Few  Good  Principles  How  the 
Marines'  in-the-line-of-fire  management  strategies  can 
teach  executives  to  outmaneuver  the  competition. 
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According  to  recent  industry  estimates,  E-Commerce 
revenues  will  exceed  $320  billion  by  2002.  And  while 
many  are  questioning  how  to  get  their  share,  a  select 
few  already  have  the  formula:  40:1+  20%.  Simply  put, 
for  every  dollar  spent  on  outsourcing  the  hosting  of  your 
E-Commerce  website,  you  can  realize  $40  (or  more) 
in  electronically  delivered  revenues.  Add  in  up  to  a 
20  percent  SG&A  cost  reduction  that  can  be  achieved 
by  selling  online,  and  it's  an  incredible  opportunity  to 
both  increase  revenue  and  raise  your  profit  margin. 

TO  SUCCEED  IN  THE  NEW 

ECONOMY,  ALL  YOU  NEED 

IS  THE  RIGHT  FORMULA. 

The  best  way  to  make  this  formula  work  for  you  is  by 
hosting  with  Data  Return"  As  the  leading  provider  of 
advanced  Microsoft1  hosting  services,  our  expertise  in 
managing  Microsoft-based  applications  enables  you  to 
focus  on  your  business  rather  than  your  infrastructure. 
And  through  our  partnerships  with  Microsoft,  Level  3  and 
Compaq,  we  give  your  applications  the  scalability, 
bandwidth  and  security  they  need  to  perform.  To  learn  how 
Data  Return  can  help  you  succeed  in  the  New  Economy, 
call  800.767.1514  or  visit  www.datareturn.com. 


C  Data  Return" 

Hosting  The  Back  Office  For  E-Business 


www.datareturn.co 
800.767.1514 


I  am  not  a  pair  of  eyeballs  to 
be  captured  or  a  consumer 
profile  to  be  sold. 


I  am  an  individual  and  you 
will  respect  my  privacy. 


I  will  not  be  bartered, 
traded  or  sold. 


On  the  Net    am  in  control. 


ion:  Forbes  (insertion  #2) 
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Internet  privacy  solutions 
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"■-YOU  ENTER  A  SHARP  TURN.  THE  VEHICLE  STABILITY  ASSIST  SYSTEM  RESPONDS.  A  SERIES  OF  AUTOM 


THROTTLE  AND  BRAKE  CONTROLS  REACTS  TO  HELP  KEEP  YOU  ON  YOUR  INTENDED  COURSE.  In 


ornering  situations,  the  VSA  system  raises  the  Acura  3.5 


ible, 'the  system  can  calculate  the 


to   apply   each   individual   brake.   Monitoring  sp< 


HondaMotorCo.lnc  Acura  and  RL  are  trademarks  of Honda  Motor  Co.  Ltd  MSRPfor  3  5RL  excludes  destination,  tax.  title  and  license  Make  an  intelligent  decision  .- - 


The  Acura  RL 


m  and  g-forces,  it  can  even  electronically 
engine  output  to  help  improve  handling 


ion.  For  a  closer  look  at  the  Acura  RL, 


ww.acura.com  or  call  1-800-TO-ACURA. 


MAY  29,  2000 


forbes.com 


□ 


To  see  this  page,  go  to 

www.forbes.com/contents 


New  This  Issue 

Best  Places  Our  update  of  the  Best 
Places  in  the  U.S.  for  Business  and 
Careers  ranks  200  larger  metropol- 
itan areas  and  94  smaller  ones. 
Rankings  are  based  on 
growth  in  jobs,  income 
and  technology  output. 
Texas  and  the  West 
shine.  But  Syracuse  is  a 
case  study  on  how  not 
to  do  economic  devel- 
opment. Visit  our  site  for  the  facts 
and  figures  on  294  locations. 

The  Battle  to  Own  the  Networked  Home 

has  just  begun.  Combatants  in- 
clude networking  heavyweights 
like  Cisco  Systems,  as  well  as 
videogame  console  makers  such  as 
Sony.  Forbes.com  reports  on 
strategies  and  tactics. 

Good-bye  to  Password  Paralysis  Keeping 
track  of  dozens  of  user  names  and 
IDs  is  a  hassle.  Find  out  how  the 
computer  industry  plans  to  use 
low-cost  biometric  identification 
technology  to  solve  this  problem. 

Ready  to  Leave  the  Nest  Agilent  was 
considered  deadwood  at  Hewlett- 
Packard,  but  Forbes.com  thinks 
that  this  manufacturer  of  com- 
munications and  life  sciences 
equipment  will  thrive  on  its  own. 

Phone  Hex  No  matter  what  AT&T  does, 

the  telecommunications  giant  will 

increasingly  feel  the  heat  from 

ompeting  new  technologies  and 

inpatient  stock  market. 


Online  Columnists 


Freeman 


Leitzes 


Solan 


Simoi 


TGChnOrOlitlCS  Technology  companies  went  ballistic  when  the  Financial 
Accounting  Standards  Board  tried  to  change  the  rules  for  employee  stock' 
options.  Now  Silicon  Valley  and  FASB  are  clashing  again  over  corporate 
mergers,  and  Congress  and  the  Securities  &  Exchange  Commission  are 
joining  the  fray.  Columnist  James  Freeman  takes  an  inside  look. 

Net  CdltS  With  more  than  120  brokers  now  online,  it's  harder  to 
differentiate  oneself  from  the  crowd.  Adam  Leitzes  and  Joshua  Solan  tell 
what  it's  going  to  take  to  survive  in  this  competitive  environment. 

Double  Take  Wall  Street's  failure  to  pay  attention  to  quality  of  earning 
will  lead  to  a  meltdown  of  valuations,  warns  columnist  David  Simons. 


Come  to  Forbes.com  for  a  fully 
interactive  version  of  the 
Best  of  the  Web,  summer  2000 
edition.  Online  you'll  find  an 
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additional  1,500  site  reviews  as 
well  as  commentary  anc 
analysis  on  Web  sites  in  36 
different  categories. 
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Is  this  the  time  to  venture  into  the  new 
issues  market?  Visit  our  new  IPO  Center, 
produced  in  conjunction  with  lP0.com. 
The  center  has  performance  data  on 
publicly  traded  new  issues,  as  well  as 
financial  data,  background  information 
and  analysis  of  stocks  in  registration. 


Through  a  partnership  with  Raging  B , 
Forbes.com  readers  can  now  acci> 
10,000  stock  message  boards  with 
latest  postings  on  thousands  of  stoc 
Come  and  post  your  own  message  orf 
out  what  others  are  saying.  Follow 
link  on  top  of  this  page. 
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ISN'T  IT  FUNNY  HOW,  during  the  most  bullish 
market  in  history,  the  majority  of  stocks  still  went 
down?  OK,  so  it's  not  funny  Especially  if  the  money 
being  lost  is  yours.  But  how  can  you  find  the  true 
winners  among  10,000  stocks?  First,  forget  the 
hype.  Then  focus  on  vital  measures  that  are 
proven  to  precede  big  price  advances. 


Per  Share  Rating,  a  measure  created  by  Investor's 
Business  Daily  for  all  stocks  listed  on  the  NYSE, 
NASDAQ  and  AMEX  markets.  Making  it  that 
much  easier  to  spot  stocks  like  Cisco  Systems  and 
Microsoft,  which,  outperforming  99%  of  all  stocks 
in  terms  of  earnings,  had  EPS  Ratings  of  99 
prior  to  their  monster  gains. 


WHAT  THE  TOP  2%  all  have  in 
common.  Call  it  the  first  critical 
criteria  for  any  stock:  current 
quarterly  earnings  per  share 
should  be  up  at  least  20%  to 
100%  as  compared  to  the  same 
quarter  last  year.  Of  the  500  best 
performing  companies  from  1953  to 
1993,  three  out  of  four  posted  earnings 
increases  averaging  more  than  70%  in  the  latest 
quarter  before  they  began  their  major  price  advances. 
Only  about  2%  of  all  stocks  listed  will,  at  any  one 
time,  show  increases  of  this  proportion  in  current 
quarterly  net  income.  They  deserve  your  attention. 

WANT  TO  PICK  BETTER  stocks?  Get  pickier.  Also 
insist  on  an  annual  earnings  growth  rate  of  25%  to 
50%,  or  even  100%  or  more,  per  year  over  the  last 
3  years.  Using  this  proven  criteria  of  accelerated 
earnings,  you  avoid  the  thousands  of  investments 
having  erratic  earnings  histories  or  a  cyclical  recovery 
in  profits  that  may  soon  come  to  an  end. 

SO  WHAT'S  THE  EASIEST  way  to  find  stocks  with 
these  winning  characteristics?  Plan  A:  You  could  try 
to  track  the  earnings  information  for  all  10,000 
stocks  and  compare  these  figures  on  a  percentile 
basis  from  1  to  99  across  every  single  publicly  traded 
corporation  in  America.  Plan  B: 
Refer  to  IBD's  Earnings 
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RIGHT  INFORMATION, 

YOU'LL  SEE  THE 

OPPORTUNITY  OF  A 

LIFETIME  ABOUT 

ONCE  EVERY  TWO 

WEEKS. 


WHY  IT  WORKS  SO  well.  IBD 
isn't  just  a  newspaper.  It's  also  a 
unique  research  tool,  powered 
by  a  proprietary  database  that 
has  models  of  every  successful 
public  corporation  in  America 
from  1953  to  today.  It  collects 
over  150  measurements  on  more 
than  10,000  stocks,  every  day.  Packed 
with  insightful  charts  and  ratings,  IBD's 
detailed  analysis  of  historical  fact  combined  with 
current  market  realities  is  an  invaluable  tool.  And  an 
advantage  for  anyone  dedicated  to  better  investing. 


Just  when  everybody  but  you  is  getting  rich, 
an  opportunity  to  set  things  right.  Call  for  your 
free  two-week  trial  subscription:  800.277.4785. 

You'll  also  benefit  from  concise,  no-nonsense 
articles  that  view  the  world  through  an  investor's 
lens.  Plus  many  other  idea-generating  features  like 
The  New  America,  profiling  innovative,  growing 
companies.  The  Big  Picture,  an  annotated  synopsis 
that  unravels  the  complexity  of  the  general  market. 
Investor's  Corner,  which  shows  how  to  apply  the 
many  tools  IBD  brings  to  bear.  There  is  inspiration 
waiting  in  every  issue  of  IBD.  For  more  information, 
visit  us  at  www.investors.com.  The  opportunities  of 

a  lifetime  are  out  there. 
Now  find  them. 
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1  N  D  E  X  1  Companies  and  Names 


Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  or  name  appears.  Individuals'  names  are  in  bold  type. 
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Accel  Partners,  68 
Ace,  90, 216 
Advanced  Energy 

Industries,  136 
AegonN.V.,214 
Aharonian,  Gregory,  180 
AIG,  90 
Air  Canada,  62 
Air  Command 

International,  218 
Air  Partner,  166 
Albertson's,  136,  206 
Alcatel,  184 
Alexion 

Pharmaceuticals,  108 
Allegiance  Telecom,  122 
Allen,  68 
Allen,  Paul,  74 
Altera,  186 
Altman,  Roger,  112 
A m .in n,  Richard,  1 12 
Amazon.com,  74,  136,  180 
AMD,  136 

American  Airlines,  136 
American  Express,  215 
American  Media,  112 
American  Primitive 

Gallery,  220 
American  Standard,  208 
AMR,  76 

Anheuser-Busch,  64,  136 
Anton,  Aarne,  220 
AOL,  74,  128,  136, 

198,215 
Apple,  216 
Armstrong,  C.  Michael, 

208 
Asche  Transportation 

Sen  ices,  34 
Asche,  Larry  L.,  34 
Asche,  Diane  L.,  34 
Asensio,  Anne,  128 
Ashbrook,  Tom,  224 
Ashcroft,  John,  58 
\IM  Wireless,  208,  211 
AT&T,  57,  1 36,  208 
Australia  &  New  Zealand 

Banking,  214 
B52s,  202 
Banc  of  America 

Securities,  90 
Bank  of  America,  136,211 
Barnes  &  Noble  180 
Barnes,  Roy,  1 36 
Barr,  Bob,  16 
Bartlit.FrcdH.,  3-1 
Bass  family,  1 36 
Bear  Stearns,  108 
Beech,  57 
Bell  Atlantic  70 


BellSouth,  136 
Berkshire  Hathaway,  216 
A.M  Best.,  90 
Betty,  Garry,  136 
Beyond.com,  30 
Bezos,  Jeffrey,  180 
BioLabs,  188 
Biomatrix,  34 
Black,  Carole,  42 
Black,  Roger,  112 
BMW,  106 
Boeing,  58,  76, 136 
Boise  Cascade,  136 
Bond,  Christopher,  58 
Bonderman,  David,  202 
Bonior,  David,  46 
Bonner,  Sean,  64 
Borrowdale,  Lawrence, 

72 
Bradley,  Mark,  202 
Brannock  Device,  62 
Broadcom,  136, 186 
Brooks  Fiber,  122 
Brown,  Jerry,  136 
Brownrout,  Todd,  70 
Buffett,  Warren,  204,216 
Burlington  Northern 

Santa  Fe,  136 
Burry,  Roy  D.,  72 
Bush,  George  W.,  136 
Byrne,  Thomas,  68 
Cable  8c  Wireless 

HKT.215 
Cambridge 

Associates,  30 
Campbell,  Tom,  46 
Capper,  Russell,  89 
Carpenter,  Candice,  42 
I  elestial  Seasonings,  136 
Cellular  One,  70 
Cendant,  108 
CenterSpan,  74 
Chang,  Morris,  186 
(  h.irter 

Communications,  74 
Chase  Manhattan 

Bank,  136,202 
Chen  Shui-bian,  45,  120 
Chinatrusl  Commerical 

Bank,  120 
Chiron,  136 
Chubb,  90 
(  igna,90 
i  isco.57,  184 
Citigroup,  215 
1  i.  (  l.uhorne,  204 
(  tear  Channel 

(  ommunications,  136 
Clem,  Bill,  218 
Clermont,  Ralph,  64 
Clinton,  Bill,  45,  102,  126 


Clinton,  Hillary,  46 

Clorox,  136 
CMGI  AtVentures,  68 
Coca-Cola,  136,216 
Columbus-American 

Discovery,  170 
Comack,  Patrick,  208 
Commerce  One,  136 
Compaq,  36 

Computer  Associates,  216 
Conde  Nast,  64 
Conway,  Daniel,  90 
Conwood,  72 
Copper  Mountain,  184 
Costco,  136 

Cotugno,  Stephen,  108 
Coulter,  James,  202 
Coz,  Stephen,  112 
Cramer,  James,  60 
Crosby,  Ralph,  58 
Crowe,  James,  1 36 
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DaimlerChrysler 

Aerospace,  58 
DaimlerChrysler,  106,  128 
Darger,  Henry,  220 
Data  Race,  30 
Davis,  Christopher,  206 
Davis,  Roger,  80 
DeBeers,  62 
Dell,  36,  128,  136 
Delta  Air  Lines,  136 
De  Vol,  Ross,  136 
Dial,  Thornton,  220 
DialPAD.com,  196 
Dickinson,  Q.  Todd,  180 
Digeo  Broadband,  74 
DoCoMo,  55 
Dolgen,  Jonathan,  1 16 
DoubleSpace,  64 
Dow  Jones,  60 
Dromi,  Noam,  1 16 
Druckman,  Nancy,  220 
DSET,  122 
Duke  Energy,  136 
Duperreault,  Brian,  90 
Elastic  Networks,  184 
Engster,  J.  Rob,  72 
Epson,  198 
Erealty.com,  89 
Eriksen,  Michael,  102 
Ervin.Paul,  188 
Evans,  Nancy,  42 
Evercore  Capital 

Partners,  112 
Exelixis,  108 
Fant,  Patrick,  168 
FedEx,  136 
Fesen,  Mark,  192 
Fiat,  128 


First  American 
Financial,  108 
First  Union,  136 
Foley,  Tom,  55 
Ford,  106, 128 
Fortune  Brands,  208 
Francisco  Partners,  202 
Frederico,  Dominic,  90 
Frost  8c  Sullivan,  76 
Frost,  Anthony,  112 
Fuji,  128 
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Gailly,  Jean-loup,  180 

Gannett,  70 
GE,  136 
Genentech,  192 
General  Dynamics,  206 
General  Magic,  108 
Genome 

Therapeutics,  108 
Genzyme  Tissue 

Repair,  34 
Genzyme  Surgical 

Products,  34 
Gierer,  Vincent,  72 
Gill,  Guy,  184 
Gillette,  216 
Giustra,  Frank,  1 16 
Globalizer 

BellSouth,  136 
GM,26,  106,  128 
Go2Net,  74 
Golden  West 

Financial,  136 
Goldman  Sachs,  34,  208 
Goldwasser,  Ricky,  192 
Gore.Al,  66,  126 
Gore,  Tipper,  126 
< 1 1  a m m,  Phil,  58 
Greenberg,  Evan,  90 
Greenberg,  Maurice,  90 
Greenberg,  Robert,  220 
Greenlight.com,  128 
Gtech,216 
Guber,  Peter,  1 16 
Gundlach,  Gregory,  72 
Guzman,  208 
Hachetk' 

Filipacchi,  64,  112 
Hammer,  Carl,  220 
Hansen,  Mark,  72 
Harris,  76 
Hartford,  90 
Hartigan,  Edward,  108 
Hasbro,  74 
Hay,  Joel  W.,  66 
Hayami,  Masaru,  55 
Hershey  Foods,  206 
Hewlett-Packard,  36, 

136,198,202 


Hicks,  Muse, 

Tate  &  Furst,  202 
Hicks,  Westin,  90 
Tommy  Hilfiger,  204 
H  in  man,  Brian,  196 
Hogan,  Mark  T.,  128 
Holden,  James  P.,  128 
Holland,  Royce,  122 
Home  Depot,  206 
Home  Shopping 

Network,  136 
HomePortfolio.com.  224J 
Honda,  106 
Horowitz,  Russell,  74 
Houghton  Mifflin,  224 
Household 

International,  206 
Human  Genome 

Sciences,  192 
Hundt,Reed,  122 
Hutchison,  Kay  Bailey,  5f 
IBM,  36,  57,  136 
I-link.net,  196 
ImaginOn,  74 
Impath,  192 
In  Flight  Network,  76 
Intel,  57,62,216 
Intuit,  216 
Ironmax,  68 
IronPlanet,  68 
Isuzu,  128 
ITT  Educational 

Services,  108 
Ivillage.com,  42,  64 
IXL  Enterprises,  136 
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Jabil  Circuit,  186 
Jackson,  Thomas 

Penfield,  68 
JDS  Uniphase,  136 
Jennings,  Jean,  42 
JetBlue  Airways,  34, 76| 
Johnson,  Magic,  116    I 
Jones  Apparel,  204 
Jones,  Christy,  36 
Jones,  Grant,  1 36 
Justin  Industries,  136  I 
Kaiser  Permanente,  13a 
Kann,  Peter,  60 
Kato,  Koichi,  55 
Kelley  Blue  Book,  128  ] 
Kelman,  Glenn,  96 
Ken  Brock 

Manufacturing,  218 
Kendall-Jackson 

Wine  Estates,  136 
Kiareldeen,  Hany,  46 
Kim,  John,  96 
Kleiner,  Perkins, 

Caufield  &  Byers,  68 
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)WLY  TUBER  BECOMES   LUXURY  VODKA. 

STORY  OF  RE  DE  M.  PTION.  For  the  humble  Stobrawa  potato  .it  is  a 
us  tale.  In  a  tiny  distillery  in  the  countryside  of  Poland,  the  world's  only  luxury  potato  vodka  is  created.  Chopin 
idcrafted  in  the  Old  World  way,  according  to  a  tradition  that  dates  back  five  centuries,  and  distilled  four  times. 
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AMRY  «1  THREE  YEARS  IN  A  ROW? 


ire,  Camry  is  one  terrific  car.  But  that's  just  part  of  the  reason 
s're  number  one  again.  The  rest  is  thanks  to  Camry  owners,  who 
e  as  loyal  as  man's  best  friend.  Because,  the  fact  is,  Camry 


® TOYOTA 

appreciation. 
every  day. 


has  more  owners  who  come  back  to  buy  another  one  than  any 
other  car.**  We  couldn't  have  made  number  one  again  without 
them.  So  that's  one  thank-you  note  down,  only  448,161  to  go. 


ivwtv.to_yota.com     ♦      1-800-go-toyota 
'  £2000  Toyota  Motor  Sales,  U.  S  A  ,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you. 

•Based  on  The  Polk  Company  calendar  years  1997,  1998  and  1999  total  passenger  cor  registrations.  **Customer  loyalty  based  on  the  number  of  owners  who  replaced  a  new  vehicle  with  a  new  vehic  e 
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What  will  you   do  when  you 
reach  your  first  million? 


A  million-dollar  goal  can  be  pursued  with  the  help  of  a  long-term, 

disciplined  Federated  investment  program.  However,  no  investment  program  or  strategy  can 

guarantee  your  investment  success.  Ask  your  financial  intermediary 

about  the  strong  performance  history  of  these  Federated  growth  funds. 


(as  of  3/31/00)                     1-Year  Total  Return          ,  3"Ye,a:  Avf rDaf             *  of  Fund  Average 

Annual  Total  Return          Annual  Total  Return 

Federated  International 
Small  Company  Fund 

111.10°° 

47.1 70/0 

42.72%t 

Federated  Aggressive 
Growth  Fund 

104.670/0 

51 .000/0 

41.400/°tt 

Federated  Large  Cap 
Growth  Fund 

39.51 0/0 

N/A 

46.600/0ttt 

Federated  Communications 
Technology  Fund 

118.86°° 

(6  months)* 

N/A 

120.930/ott+r 

Since  inception  '2/28/96,  "11/25/96.  "'12/29/98,  ""9/21/99 

'Returns  of  less  than  one  year  are  cumulative. 

Past  performance  is  no  guarantee  of  future  results. 

Federated 

World-Class  Investment  Manager 

® 

www.federatedinvestors.com  (800)  341-7400 


ces  in  auditing  and  other  financial  standards.  International  small  company  stocks  may  be  more  volatile  than  international  large 
icks.  Aggressive  growth  funds  are  more  aggressive  equity  funds,  which  can  invest  in  small  company  stocks  that  may  be  more 
average.  Funds  whose  investments  are  concentrated  in  a  specific  sector,  such  as  technology  stocks,  may  be  subject  to  a  higher 
k.  In  addition,  technology  sector  funds  may  be  subject  to  specific  risks  like  obsolescence.  The  market  experienced  exceptional 
99.  In  the  absence  of  temporary  expense  waivers,  total  returns  would  have  been  lower.  Federated  Securities  Corp.,  Distributor. 
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Robyn  Meredith 


HOtWiring  Detroit  Can  old  companies  adapt  to  the  Nev 
Economy?  The  question  comes  into  stark  focus  at  Genera 
Motors,  once  the  paragon  of  American  industrial  manage 
ment,  now  a  lumbering  giant  treated  with  contempt  on  Wal 
Street.  GM's  car  business  (that 
is,  GM  minus  the  Hughes  Elec- 
tronics stake)  has  a  market 
value  half  that  of  Yahoo.  If  you 
believe  fervently  that  the  21st 
century  belongs  to  the  new- 
comers, you  will  find  nothing 
amiss  with  that.  But  before 
you  write  off  the  world's 
biggest  manufacturer  as  an  ir- 
relevancy, read  the  story  of 
how  G.  Richard  Wagoner  Jr.  is 
going  to  change  it  when  he 
takes  over  on  June  1.  The 
cover  story  was  written  by 
Robyn  Meredith,  who  joined  FORBES  last  month  after  a  foil 
year  stint  in  Detroit  for  the  New  York  Times.  She  is  wel 
plugged  in  in  that  city,  as  evidenced  by  her  revelations  aboi 
the  Oldsmobile  brand  and  the  search  for  a  new  chief  friar 
cial  officer  at  GM.  She  is  also  plugged  into  the  FORBES  bran 
of  analytical  journalism.  Read  "Digital  Drive,"  on  page  128 

Industrial  Planning  Lives  The  notion  that  g0ven 

ment  can  make  its  citizens  more  prosperous  by  manipulatii 
the  levers  of  economic  change  is  not  peculiar  to  places  lil 
Cuba  and  France.  You  can  see  this  notion  at  work  on  the 
shores,  too.  Here,  the  process  is  called  "economic  develo] 
ment."  It  begins  with  taxes  so  onerous  that  a  state  or  city  is 
danger  of  losing  all  its  employers.  The  government  tht 
grants  exemptions  to  favored  employers — maybe  the  on 
with  the  biggest  payrolls  or  the  best  political  connectior 
And  then?  And  then  the  region  is  back  where  it  started 

In  "Willis  Carrier's  Ghost,"  William  P.  Barrett  shows  ho 
the  litde  city  of  Syracuse,  N.Y.  became  a  laboratory  for  eo 
nomic  development,  spent  $2  billion  in  subsidies,  freebi 
and  tax  holidays  to  lure  employers,  and  wound  up  with  i 
more  jobs  than  it  had  a  decade  ago.  Barrett's  piece  is  part 
our  annual  Best  Places  review  of  the  most  attractive  places 
do  business  in  the  U.S.  Says  Tim  W  Ferguson,  who  edit 
this  survey,  "Having  a  great  university  or  research  cent 
nearby  will  help.  But  building  a  parking  garage  won't, 
can't  buy  economic  development  in  the  spot  market." 
survey  begins  on  page  136,  Barrett's  piece  on  page  152. 
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For  a  man  of  few  woTds,  you've  said  volumes,  Chris.  Especially  when  it  comes  to 
protecting  the  information  businesses  send  over  the  new,  high-performance 
Internet.  You  see,  Nortel  Networks™  offers  a  broad  portfolio  of  security 

ns.  For  example,  our  high-speed  DSL,  cable  and  wireless  solutions  provide  the 

/,  plus  the  speed  and  reliability  companies  demand  to  conduct  eBusiness 

mplete  peace  of  mind.  So  come  together,  right  now  with  Nortel  Networks 

ake  the  Internet  whatever  you  want  it  to  be.  noTtelnetworks.com 


> 


Nortel  Networks,  the  Nortel  Networks  logo,  the  Globemark  and  "How  trie  world  shares  ideas."  are  trademarks  of  Nortel 
Networks  *Wha#tio  you  want  the  internet  to  be?"  is  a  service  mark  of  Nortel  Networks.  ©2000  Nortel  Networks.  All  rights  reserved 
NHL  and  the  NHL  Shield  are  trademarks  of  the  National  Hockey  League.  NHL  and  team  marks  are  the  property  of  the  nhl  and  its 
teams.  ©NHL  2000  All  rights  reserved  nhlpa  and  nhlpa  logos  are  trademarks  of  the  National  Hockey  league  Players' 
Association.  ©NHLPA  2000 
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How  the  world  shares  ideas. 
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katie  pielte 
customer  sn 


never 

make  anyone  listen  to  Muskrat  Love  for  9  minutes 

while  i  check  with  the  shipping  department  again. 


Customers  are  less  and  less  willing  to  put  up  with  frustration.  That's  because 
the  Internet  revolution  has  increased  their  expectations.  When  your  employees  have  realtime, 
accurate  information  at  their  fingertips,  they  can  give  the  right  answers,  quickly. 

It's  part  of  what  you  get  when  you  combine  IBM's  leadership  in  e-business  solutions 
with  Siebel's  leadership  in  e-customer  relationship  applications. 


1.888.917.8884       ibm-siebel.com 
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READERS    SAY 


Fusion  Fight 

Dr.  Robert  Park  ("The  Alchemists  of 
Energy,"  May  15,  p.  117)  fits  perfectly 
his  own  aphorism:  "A  Ph.D.  is  not  an 
inoculation  against  foolishness — or 
mendacity."  He  is  foolish  to  assert 
cold  fusion  excess  heat  would  require 
the  experimenters  be  killed  by  mas- 
sive radiation.  As  cold  fusion  physics 
theorist  and  Nobel  laureate  Julian 
Schwinger  stated  in  many  papers: 
"The  circumstances  of  cold  fusion  are 
not  those  of  hot  fusion."  Indeed,  they 
are  not,  as  positive  experimental  re- 
sults attest. 

Simply  mendacious  is  Park  for  not 
mentioning  that  in  cold  fusion  exper- 
iments excess  heat — correlated  with 
helium  production — was  found  re- 
peatedly and  published  in  peer-re- 
viewed journals.  This  is  the  evidence 
Park  demanded  back  in  1989.  Park 
writes,  "the  integrity  of  science  is  an- 
chored in  the  willingness  of  scientists 
to  expose  their  ideas  to  the  scrutiny  of 
peers."  Cold  fusion  scientists  have 
done  that,  but  Park  has  never  ex- 
plained what  he  believes  to  be  the  spe- 
cific mistakes  in  a  range  of  calorimetry 
experiments  supporting  new  energy 
sources.  Park  is  engaging  in  "suppres- 
sion of  contradictory  evidence" — his 
own  words. 

EUGENE  F.  MALLOVE,  Sc.D. 

Editor,  Infinite  Energy  Magazine 

Concord,  N.H. 

B2BlsForMe 

Your  article  on  Web  retailers  ("B2Blus- 
ter,"  May  1,  p.  122)  correctly  portrayed 
the  difficulties  that  e-tailers  are  having 
in  sustaining  their  business  models; 
building  an  online  retail  brand  from 
scratch  is  difficult  and  expensive. 

However,  FORBES  missed  a  key 
point.  The  next  wave  of  dot-commers 
will  be  traditional  brick-and-mortar 
companies  that  must  add  a  signifi- 
cant Internet  component  to  their 
business  models  in  order  to  remain 
competitive.  Many,  though,  lack  the 
internal  expertise  to  build  and  man- 
age their  Web  stores.  E-commerce 


Preserving  the  Past 

"Barn  Again"  (May  1,  p.  192) 
trivializes  a  subject  no  less  im- 
portant than  saving  New  York's 
brownstones  or  San  Francisco's 
Victorians.  Although  most 
Americans  are  several  genera- 
tions removed  from  the  land, 
barns  are  a  part  of  our  national 
heritage  and  representative  of  the 
effort  that  settled  this  country. 
Their  construction,  style,  mate- 
rials and  use  are  indicative  of 
local  economic  and  ethnic  influ- 
ences; barns  are  vernacular  mon- 
uments to  the  period  when  a 
majority  of  our  population  was 
engaged  in  settling  and  working 
the  land  of  America.  The  land- 
scape will  be  much  the  poorer  if 
our  19th-  and  early- 20th-century 
rural  architecture  disappears. 

CHARLES  LEIK 

Editor 

The  Barn  Journal  On-line 

Great  Falls,  Va. 


services,  such  as  Beyond.com 
eStores,  provide  branded  manufac 
turers  the  services  and  infrastructul 
they  need  to  rapidly  engage  in  e-con| 
merce.  Companies  can  leverage  thi 
existing  brands,  not  start  froi 
scratch,  therefore  providing  a  very*] 
tractive  financial  return. 

RICK  NE»| 

Interim  Chief  Executive,  Beyond.cn 

Santa  Clara,  Gm 




.,  THE  12,000  MILE  ASSEMBLY  LINE, 


AMD  OTHER  ADVENTURES 
IN  SUPPLY  CHAIN  MANAGEMENT. 


Id 
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Your  average  assembly  line  may  appear 
to  extend  a  few  thousand  feet.  But  we  see  it 
beginning  at  a  steel  foundry  in  Pennsylvania, 
winding  through  a  parts  plant  in  South 
America,  and  passing  through  Detroit  before 
arriving  in  showrooms  around  the  world. 

At  Emery  Worldwide,  Menlo  Logistics 
and  Con-Way  -  the  CNF  companies  -  our  job 
is  choreographing  the  delivery  of  a  global 
collection  of  parts  among  various  points 
with  timely  precision.  To  keep  that  assembly 
line  rolling.  For  supply  chain  solutions  that 
accelerate  business,  visit  our  website. 


Where  supply  meets  demand. 


www.freight.com 


EMERY  WORLDWIDE 

CON-WAY  TRANSPORTATION   SERVICES 

MENLO   LOGISTICS 


A  SMILE  AND  A  FROWN 


www.flexjet.com 


SOUND  EXACTLY  THE  SAME 
OVER  A  SPEAKERPHONE 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  A  Learjet®  or  Challenger® 
business  jet  from  Flexjet  enables  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  business  forward.  We 
offer  the   most   complete   range   of  latest 
technology  aircraft  available  today.  So  while^ 
there  may  be  other  options  to  Flexj 
can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits 
of  fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail,  call  1-800-FLEXJET. 


flexje: 

we  build  the  aircraft 


HIGH-TECH 

FOR  HIGH  POTENTIAL 
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T.  Howe  Price  Science  6  Technology  Fund 

in  stocks  of  companies  that  seek 
scientific  or  technological  advances. 
Since  its  inception  it  has  successfully         tmmo 
identified  many  dynamic  opportunities, 
outperforming  its  Lipper  Category 
Average  and  the  S&P  500.  Despite  this        own 
outstanding  record,  investors  should  be 
aware  that  the  funds  short-term  per- 
formance is  highly  unusual  and  can-  ""» 
not  be  sustained.  Past  performance  l0000 
cannot  guarantee  future  results. 
No  sales  charges.                                        , 


>RSCX)  invests  primarily 


How  $10,000  Invested  9/30/87 
Would  Have  Grown  vs.  Competilors 


^— Sue   i  I  und 

-  -Uppci  Science  c\  Technology 

Funds  Avcrafcc 
— S&P  500  Index 


..j    *l     01     '9J     m.l     i>4  ■     *J  100 


Call  24  hours  for  your 
free  investment  kit 
including  a  prospectus 

1-800-541-5856 

www,  troweprice.  com 


Invest  Willi  Confidence" 

TRoweRrice 


em 
•  lit 


V  1  .Vii.  .V).  t5"n    and  31.01°o  arc  the  funds  image  annual  tola)  returns  for  ihe  I-.  S-.  and  10-year 

ended  &  (1/00,  respective!)  Figures  Include  changes  in  principal  value  reinvested  dividends,  and  capital  gain 

Miions  Investment  return  and  principal  value  will  van  and  shares  nun,  be  worth  more  or  less  at  redemption  than 

nal  purchase  (Source  for  Uppa  data  Upper  Inc  )  Tin-  s\l'  ^iki  is  an  anmanaged  Index  that  tracks  the  stocks  of 

companies  tor  more  Information  ahoul  this  fund,  including  lees  and  expenses,  read  the  prospectus  carefully 

esdna  T  Rowe  Price  luveMuient  Services,  inc..  Distributor.  STW53996 


READERS     SAY 

Equity  Equality 

Re:  Your  attack  on  the  character  and 
honesty  of  private  equity  money  man- 
agers ("By  Invitation  Only,"  Apr.  17, 
p.  446).  Private  equity  funds  with  any 
track  record  at  all  are  watched  over  in  a 
variety  of  ways.  We  not  only  report  to 
Venture  Economics  (as  you  noted) 
and/or  Cambridge  Associates,  but  those 
firms,  in  turn,  double-check  our  num- 
bers with  our  investors,  to  make  sure 
what  we  say  is  what  they  get. 

Most  of  us  also  have  valuation  com- 
mittees which  are  composed  entirely  of 
outside  investors  who  review  our  num- 
bers every  quarter.  Our  larger  in- 
vestors— such  as  state  pension  funds — 
employ  advisers  who  review  our 
portfolio  as  well.  Finally,  partnerships 
with  any  history  are  measured  in  a  way 
that  no  amount  of  subterfuge  can 
dodge — cash  on  cash  returns. 

GERRY  LANGELER 

General  Partner 

Olympic  Venture  Partners 

Lake  Oswego,  Ore. 

The  Lawsuit  Lottery 

Using  a  preteen  plaintiff  ("How  Lawyers 
Keep  Busy,"  Mar.  20,  p.  92)  to  sue  a 
liquor  store  demonstrates  how  greedy 
some  personal  injury  lawyers  have  be- 
come in  their  efforts  to  hit  the  jackpot  in 
today's  lawsuit  lottery.  Abusing  the 
Americans  with  Disabilities  Act,  lawyer; 
hope  to  increase  the  odds  that  they  wil 
cash  in  on  one  of  these  lawsuits. 

As  a  small-business  owner,  I  knov 
that  one  frivolous  lawsuit  could  me 
bankruptcy.  As  long  as  the  courts  anc 
lawmakers  allow  this  type  of  lawsui 
abuse  to  continue,  the  future  of  smal 
businesses  remains  at  risk. 

ION  MASSENGALI 
Austin,  Tex 


The  Price  Is  Wrong 

In  "The  Image  Maker"  (Apr.  17,  p.  7l 
we  incorrectly  quoted  the  stock  pri< 
of  Data   Race.  We   said   the  pri< 
dropped  to  $1  from  $9.50  over  the  li 
year.  It  actually  fell  to  $3  a  share. 
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Send  e-mail  to  readers@forbes  con- 
Letters  will  be  edited.  Please  includ 
address  and  phone  number. 
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so  twice  the  number  of  doors.) 

■ 

The  new  Bentley  Arnage  Red  Label.  400  hp.  590  lb-ft  of  torque.  All  conveniently  located 
most  unexpected  place:  the  lap  of  luxury.  Call  1-877-300-8803  or  visit  bentleymotors.com. 


BENTLEY  MOTOR  CARS 


Edited  bv  William  P  Rarrfi 


They  Had  a  Yen  for  This 

►  Background:  Goldman  Sachs  got  in  hot  water  for  not  re- 
vealing that  the  founder  of  World  Online,  one  of  Europe's 
largest  Internet  providers,  had  sold  shares  way  below  the  im- 
pending public  offering  price.  Problem:  Alarmed  Japanese  of- 
ficials hinted  they  might  bar  Goldman  from  flotations  of  big 
telco  NTT  and  other  deals.  Solution:  Insiders  say  Goldman  en- 
gaged big  U.S.  names  Walter  Mondalc  and  Mike  Mansfield,  for- 
mer ambassadors  to  Japan,  to  work  their  magic.  Result:  Sev- 
eral days  later,  the  Japanese  did  an  about-face.  — Tomas  Kclliwr 

Asches  to  Ashes? 

►  Publicly  traded  Asche  Transportation  Services,  of  rural  Shan- 
non, 111.,  has  fired  founder  Larry  L  Asche  as  chief  exec  and  wife 
Diane  L  Asche  as  vice  president,  saying  in  a  press  release  the 
couple  allegedly  misappropriated"  $1  million  through  self- 
dealing.  A  lawsuit  by  the  $150  million  (revenues)  refrigerated- 
trucking  firm,  which  is  also  fighting  Nasdaq  delisting,  seeks  re- 


imbursement for  Asche  family  trips  to  Las  Vegas  am 
Florida  plus  return  of  payments  from  something  callei 
L&D  Leasing.  Larry  and  Diane,  via  their  lawyer,  den 
all  wrongdoing  and  have  filed  their  own  lawsuit. — T.K 

Joint  Effort 

►Will  holders  of  Genzyme  Tissue  Repair  and  Genzym 

Surgical  Products  tracking  stock  reject  a  combined  pro 
posal  to  buy  Biomatrix?  Short-sellers  sure  hope  so.  The 
figure  the  Ridgefield,  N.J. -based  Biomatrix,  whose  gel 
like  substance,  Synvisc,  is  injected  into  knees  to  treat  os 
teoarthritis,  is  beset  with  technical  and  accounting  proh 
lems  and,  without  the  merger,  is  worth  nowhere  near  it 
recent  $19.50  price.  Biomatrix  officials — who  have  sue] 
to  stop  unflattering  comments  posted  on  Web  messag 
boards — staunchly  defend  their  operation.     — W.P.. 

Mooooo-ving  Right  Along 

►  Attention,  politically  correct  New  York  State  polit 
cians  who  backed  the  recent  startup  of  low-cost  Je 
Blue  Airways:  Its  genuine  leather  seats — three  cows  meet  the 
maker  for  every  cover — have  drawn  the  ire  of  People  for  tt 
Ethical  Treatment  of  Animals.  The  zealous  defender  of  nonhi 
man  rights  has  asked  JetBlue,  which  serves  New  York  Cit 
Buffalo  and  Florida,  to  switch  to  faux-leather  to  stop  wh; 
the  organization  considers  a  needless  slaughter  of  bovine  ere 
tures.  Tough  beans,  says  a  JetBlue  spokesman:  "Real  leather 
much  more  comfortable."  — Kiri  Blakel 

He  Earns  His  Meals  on  Wheels 

►  Colorado  lawyer  Fred  H.  Bartlit,  68,  has  his  entire  office 
two  18-wheel  tractor-trailers  that  are  driven  to  wherever 
has  a  big  case.  Bardit  figures  he  spends  only  one  month  a  ye 
working  out  of  his  firm's  home  office  in  Denver.  So  far  he's  1 
igated  in  35  states  plus  Canada,  defending  the  likes  of  Reebc 
Monsanto,  General  Motors  and  the  Forbes  400's  Koch  d 
against  civil  claims.  "It's  like  a  military  unit,"  says  the  ex-An 
Ranger,  who  on  the  road  bunks  in  hotels.  "We  can  pick  i 
and  deploy  within  24  hours."  — T. 


White-Collar  Life  After  White-Cnllar  Jail  

Going  to  prison  is  not  always  the  end  of  the  world,  especially  when  the  defendant  was  convicted  of  big- 
money  financial  crimes.  Herewith,  some  crooks  who  have  pulled  it  back  together.  —Josephine  Lee  and  W.P.B. 


NAME  I  CRIME 

Eddie  Antar  "Crazy  Eddie"  fraud 

Paul  Bilzcrian  securities  fraud  as  Singer  Co.  CEO 

Nick  Leoson  J  bad  trades  sank  Barings  Bank 

Barry  Minkow  /.///.  Best  fraud  .is  boy  wonder 

Gerald  Ronson  British  stock  manipulation 

^tor  Teichor  "Yuppie  5"  insider  trading  case 


JAILED  NOW 

1993-99  Internet  consulting 

1991-93  Fla.  home  bigger  than  White  House 

1995-99  $100,000-a-pop  speaker  in  Europe 

1 987-94  heads  San  Diego  church 

1990-91  European  real  estate  tycoon 

1 994        !  personal  investments 
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We're  moving  the  world  of  business... 


to  here, 


from  here 


THE   INTERNET   MADE   THE   WORLD  SMALLER,   WE   MAKE   IT   PORTABLE. 

Today  you  can  hold  the  power  of  the  office,  the  Internet,  e-mail  and  e-commerce 
in  the  palm  of  your  hand.  Indoors  or  out.  Without  wires.  We're  Aether,  the  only 
connection  your  business  needs  to  the  wireless  world. 


Wireless  Solutions  for  a  Portable  Planet. 


1.800.854.0473    •    aethersystems.com 


er  Systems.  Inc.  2000 


Eriitfiri  hv  Susan  Ari^, 


First  Amendment  right  to  freedom  o: 
speech.  I'm  being  denied  the  right  tc 
make  a  living  if  I  just  talk  about  tech- 
nology," says  an  outraged  Mitnick  frorr 
his  home  in  Thousand  Oaks,  Calif 
How  does  the  government  expect  hirr 
to  earn  a  living?  Says  Mitnick,  "The) 
suggested  I  go  get  a  job  at  Arby's.' 
"We're  not  going  to  let  him  touch  i 
computer,"  says  a  probation  office 
spokesman.  "He's  got  to  find  himsel 
an  eight-hour-a-day  job."  — S.A 

AUGUST  24,  1998 


NOVEMBER  30.  1998 

Reordered 

WHEN  WE  PUT  CHRISTY  JONES  ON  OUR 
cover  a  year  and  a  half  ago,  she  was  try- 
ing to  revolutionize  the  way  computers 
were  sold.  Jones'  company,  PC- 
Order.com,  had  developed  artificial-in- 
telligence software  that  enabled  com- 
puter makers  to  build  products  to  their 
corporate  customers'  specifications. 
Jones'  goal:  to  help  companies  like  IBM 
and  Compaq  compete  with  number 
one  direct-seller  Dell. 

But  it  turned  out  that  those  compa- 
nies had  no  interest  in  abandoning 
their  traditional  dealers.  So  Jones 
changed  course.  Early  last  year  she 
started  pitching  PCOrder's  powerful 
database  as  a  way  for  Web  companies  to 
manage  online  sales.  Since  the  company 
went  public  in  February  1999,  the  stock 
has  seesawed,  vaulting  to  $75  in  No- 
vember, then  plunging  to  a  low  of  $10 
in  March  and  settling  at  a  recent  $16. 
But  [ones  is  confident.  New  customers 
include  previous  targets  IBM,  Compaq, 
1  lewlett-Packard — and  Dell. 

— Mary  Ellen  Egxn 

APRIL  19.  1999 

Silent  Treatment 

\  YEAR  AGO  FORBES  ARGUED  THAT 

he  government  had  overreached  when 

entenced  computer  hacker  Kevin 

nek,  36,  to  five  years  in  jail — more 


time  than  most  plea-bargained  killers 
serve.  Now  that  Mitnick  has  served  the 
five  years  and  is  out  on  supervised  re- 
lease, the  government  isn't  letting  go. 
In  April  Mitnick's  probation  officer  or- 
dered him  to  stop  freelance  writing  or 
speaking  publicly.  The  convoluted  rea- 
soning: Mitnick  had  agreed  as  a  con- 
dition of  his  release  not  to  do  com- 
puter consulting. 

"It's  a  complete  abrogation  of  my 


Size  Matters 

A  STORY  TWO  YEARS  AGO  PREDICTEr 
that  Office  Depot  would  convino 
Japanese  consumers  to  shop  American 
style.  It  didn't.  They  were  turned  off  h 
huge  stores  with  American-size  aisle 
(too  wide)  and  goods  with  English-onl 
labels.  Office  Depot  has  laid  off  half  it 
Japanese  staff,  and  last  year  shuttered  th 
Hiroshima  flagship  store  and  distribu 
tion  center  we  featured.     — Shiyori  It 


Flashbacks 


80  YEARS  AGO  IN  FORBES/ AUGUST  7,  1920 

I  rtl Sl  D U STI n g  Ever  since  former  President  Roosevelt  brought  about  the  dissolution  of  tl 
Northern  Securities  Co.,  the  antitrust  activities  of  the  Washington  Government  have  become  greater  at 
more  sweeping.  Nevertheless  the  cost  of  living,  and  especially  the  prices  of  the  articles  taken  out  of  tl 
hands  of  the  trusts,  has  gone  higher  and  higher.  As  a  matter  of  fact,  American  "trusts"  before  the  war  we 
not  price-boosters,  but  price-regulators.  Stability  of  price  increases  profits,  and  that  is  the  whole  story. 

30  YEARS  AGO  IN  FORBES/ JANUARY  I,  1970 

Dell  n  I  Pi  §6  r  Successful  research  into  new  products,  you 

say,  is  the  key  to  high  profitability.  Come  out  first  with  a  new  product 

and  by  the  time  the  other  fellow  matches  you,  you're  on  to  something 

new.  Well  then,  how  do  you  account  for  the  fact  that  Avon  Products, 

year  after  year,  scores  near  the  top  in  profitability?  Its  research— if  you 

can  call  it  that— is  minimal.  Many  of  its  products  go  way  back  to  when 

women  first  discovered  that  men  were  interested  in  more  than  just 

their  cooking.  Of  what  does  profitability  consist?  In  Avon's  case,  a  very  simple  idea  beautifully  executed 

A  short  while  later  (July  1, 1973),  FORBES  presciently  described  Avon  as  preposterously  overrated  on  M 

Sfreef.  The  shares  went  into  a  long  decline,  but  came  back  to  life  in  the  1990s. 

20  YEARS  AGO  IN  FORBES/JUNE  9,  1980 

Fat  r  ayCnGCKS  Maybe  it's  a  sign  of  the  times.  Maybe  it  has  always  been  this  way.  If) 
were  to  judge  U.S.  industry  by  the  salaries  paid  to  chief  executives,  you  could  only  come  to  the  conclus 
that  entertainment  was  the  nation's  chief  occupation.  Warner  Communications  boss  Steven  J.  Ross 
up  a  package  that  was  worth  $5,105,000  last  year,  but  he  was  shaded  by  Metro-Goldwyn-Mayer's  Fi 
Rosenfelt,  who  staggered  off  to  the  bank  under  the  burden  of  $5,214,000.  Even  Jane  Fonda,  Robert 
or  Barry  Manilow  would  have  had  a  hard  time  beating  that. 
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Introducing  Nextel  Worldwide5"'  and  the  /  2000™  phone. 

You'll  have  access  to  the  Nextel  National  Network  —  the  largest  guaranteed  all-digital  wireless 
network  in  the  U.S.  —  and  in  more  than  65  countries  around  the  world.  With  international 
per-minute  rates  comparable  to  international  calling  cards*  Order  now.  Call  1-800-569-2539. 


Also  available  at  these  retail  locations:    0£fice  13XU*OT 


Nextel  phones  are  manufactured  by  Motorola,  Inc. 


STAPHS 


r^L  How  business  gets  done!"        1-800-569-2539    nextel.com 


B*  de  ar 


'Based  upon  standard  AT&T,  MCI  WorldCom  and ! 


iq  card  rates  effective  2/29/00.  ©2 
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SPECIAL   ADVERTISING   SECTION 


Corporate 

Social 

Responsibilit 

Employees,  business  partners,  custome 
and  investors  recognize  that  a  company 
commitment  to  social  issues  is  an  imp< 
tant  measure  of  corporate  success.  En 
ronmental  responsibility,  for  example,  a 
not  only  set  a  company  apart  from  its  co 
petitors,  but  it  can  also  provide  an  ed; 
when  dealing  with  regulators  —  and  the  co 
of  public  opinion.  Read  on  for  best  pre 
tices  from  companies  that  care. 


International  Paper: 

Making  the  Environment.  Health 

And  Safety  a  Priority 

As  one  of  the  world's  largest  private 
landowners.  International  Paper  (IP)  has 
had  a  long-standing  commitment  to 
sustaining  natural  resources.  This  year. 
International  Paper  is  receiving  the 
World  Environment  Center's  Gold  Medal 
for  International  Corporate  Environ- 
mental Achievement.  The  award  honors 
IP's  environmental  excellence  and  its 
habitat-conservation  plan  for  the  endan- 
gered red-cockaded  woodpecker.  This 
is  the  first  time  that  the  15-year-old 
award  is  being  given  to  a  paper  and 
forest  products  company. 

International  Paper  teamed  with  gov- 
ernment and  private  environmental  orga- 
nizations to  develop  a  long-term,  habitat- 


conservation  plan  for  the  woodpecker  on 
5  million  acres  of  the  company's  forest- 
lands  in  the  Southeast,  including  a 
5,300-acre  mitigation  bank  in  southwest 
Georgia.  The  initiative  represents  the 
first  conservation  effort  for  this  species 
where  a  private  landowner  took  steps  to 
expand  and  enhance  the  species'  habi- 
tat on  their  land  rather  than  maintaining 
populations  or  relocating  the  species  to 
public  forestlands. 

"Our  commitment  to  protecting  our 
natural  resources  is  evidenced  by  our 
actions  to  build  a  responsible  commu- 
nity both  within  and  outside  our  com- 
pany through  organizations  that  pro- 
mote sustainable  global  environmental 
policy,"  says  Carl  S.  Gagliardi,  IP's  direc- 
tor of  environmental  business  services. 
"International  Paper  continually  involves 


our  employees  and  stakeholders  in 
making  the  environment,  health  and 
safety  priorities  in  areas  where  we  oper- 
ate." In  addition,  says  Gagliardi,  "this 
project  fully  embraces  the  theme  of 
environmental  protection,  economic 
growth  and  social  responsibility  as 
three  mutually  reinforcing  goals." 

The  conservation  plan  is  representa- 
tive of  International  Paper's  commit- 
ment to  addressing  environmenta 
issues  that  are  of  increasing  concerr 
to  employees,  customers  and  share 
holders.  For  example,  Internationa 
Paper  was  one  of  the  first  forest  prod 
ucts  companies  to  have  an  indepen 
dent  third  party  verify  the  sustainabilit) 
of  its  forest  practices,  through  the  inter 
nationally  recognized  standard  knowr 
as  ISO  14001  and  the  industry'^ 
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Our  best  thinking  usually  happens  out  here. 


3  not  just  about  boxes.  Or  paper.  Or  building  materials.  We're  about  developing  innovative 
solutions  for  each  and  every  one  of  our  customers. This  approach  has  earned  us  over 
1107  patents  that  have  helped  our  customers  transform  the  way  they  do  business. 
How  can  we  help  you  grow  your  business?  Find  out  at  www.internationalpaper.com. 
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INTERNATIONAL  Ml)  PAPER 

From  innovation  Lo  results. 
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Sustainable  Forestry  Initiative  (SFISM) 
program.  Over  4.7  million  acres  have 
been  so  verified.  All  IP  forestlands  will 
be  third-party  verified  by  the  end  of 
2000. 

International  Paper  involves  its 
employees  in  all  of  its  environmental 
protection  efforts  through  comprehen- 
sive education  and  dissemination  of 
information.  For  example,  IP  offers  EHS 
(Environmental  Health  and  Safety) 
University  three  times  a  year.  The  cur- 
riculum comprehensively  addresses 
employee  health  and  safety  in  all  facil- 
ities, as  well  as  environmental  compli- 
ance. The  program  is  available  to  all 
employees  and  provides  a  forum  for 
them  to  share  experiences  and  best 
practices.  In  some  cases,  customers 
have  been  invited  to  participate  in  the 
program  to  learn  more  about  the  envi- 
ronmental health  and  safety  issues 
facing  the  company. 

Nucor  Corporation: 

Sharing  Success  With  Employees, 

Communities  and  the  Environment 

Valuing  the  contribution  of  employees 
and  the  role  they  play  in  corporate  suc- 
cess is  essential  at  steelmaker  Nucor 
Corporation.  Nucor  is  committed  to 


How  are  leading 
companies  giving  back 
to  their  communities 
and  attracting  customers 
in  the  process?  Find  out 
at  Responsibilitylnc.com 

safeguarding  the  environment  and  is  the 
nation's  largest  recycler.  The  company 
also  makes  major  contributions  to 
enriching  the  communities  in  which  it 
operates.  Yet  all  of  these  activities  hinge 
on  the  company's  commitment  to  its 
employees.  Indeed,  Nucor  illustrates  the 
degree  to  which  it  values  its  employees 
by  listing  all  of  their  names  —  7,500 
people  in  1999  —  in  its  annual  report. 
"We  see  no  way  that  employees  can  be 
committed  to  the  objectives  of  a  com- 
pany if  the  company  is  not  committed  to 
the  needs  of  its  employees,"  explains 
H.  David  Aycock,  Nucor's  president, 
chairman  and  chief  executive  officer. 

Nucor's  dedication  to  its  employees 
is  evidenced  by  a  unique  benefit  the 
company  provides:  Every  child  of  every 
Nucor  employee  is  eligible  for  a  $2,500 
per  year  scholarship  to  pursue  higher 
education  or  vocational  training  past 
high  school.  "Last  year,  this  amounted 
to  over  $1.7  million  in  scholarships," 
says  James  M.  Coblin,  vice  president  of 
human  resources.  "By  and  large,  we 
are  not  a  college-educated  company. 
But  we  know  that  when  our  children 
become  teachers  and  businesspeople 
and  members  of  our  communities  — 
this  is  our  contribution  to  society." 


As  a  major  employer  in  most  of  the 
communities  in  which  it  operates  facil- 
ities, Nucor  participates  in  a  number  of 
initiatives,  from  land  preservation  to 
support  of  local  charities.  For  example, 
in  Berkeley  County,  South  Carolina, 
where  Nucor  operates  two  steel  mills 
employing  about  750  employees,  the 
company  has  agreed  to  protect  a 
5,000-acre  land  preserve.  A  local 
preservation  group,  the  Lord  Berkeley 
Conservation  Trust,  has  been  chosen 
to  manage  the  land.  "We  need  compa- 
nies to  take  actions  like  these,"  says 
Aycock.  "We  think  it  helps  us  attract 
better  employees,  but  we  don't  look  for 
the  benefits  —  we  know  that  if  we  do 
these  things,  it  will  come  back  to  us.' 

Nucor's  employees  and  community 
members  also  value  the  company's 
"clean"  steelmaking  technology,  which 
uses  electric  processes  rather  than  the  I 
coal-fired  mills  of  the  past.  Last  year, 
Nucor  recycled  10  million  tons  of  scrap 
steel,  keeping  this  scrap  out  of  Ameri- 
ca's landfills  and  off  of  her  landscapes, 
and  turned  it  into  new  steel  for  every- 
thing from  appliances  to  office  buildings. 

Aycock  notes  that  employees,  cus- 
tomers, communities  and  sharehold- 
ers will  all  benefit  from  Nucor's  social 
responsibility.  "We  know  that  share- 
holders expect  value.  Being  good  cor- 
porate citizens  is  the  best  way  to  do 
that,"  he  concludes. 

It's  clear  that  a  commitment  to  cor- 
porate social  responsibility  is  now  a 
necessity  for  corporations  that  want 
to  satisfy  their  stakeholders.  We  willj 
continue  our  look  at  this  critical  busi- 
ness issue  in  the  October  30,  2000 
issue  of  Forbes. 
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/\s  the  nation's  largest  recycler; 

of  course  we  believe 
what  goes  around  comes  around. 


Each  year  at  Nucor,  we  keep  10  million  tons  oj  scrap  steel  out  of  America's  landfills  and  off  oj  her 


\ndscapes.  And  we  turn  that  scrap  into  new  steel  for  everything  from  appliances  to  office  buildings.  All  the  while, 


ie  neighbors  near  our  steel  recycling  plants  are  impressed  with  how  we 
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|t's  our  Nature."" 


eserve  wetlands,  enhance  natural  habitats  and  meet  or  exceed  environmental  requirements.  From  our  well-known 


iployee  incentives  to  the  support  we  provide  our  communities,  we've  always  believed  in  sharing  our  success  with 


ose  around  us,  including  generations  yet  to  come.  It's  just  our  nature. 


Nufor,  2100  Rexford  Road,  Charlotte,  North  Carolina  28211.  Phone  704/366-7000,  Fax  704/362-4208,  www.nucorcom 


ON    YOUR    MIND 


Edited  by  Katarayna  Moreno 


What  Do 
Women  Want? 

We  put  this  question  to  five  women  in 
charge  of  media  and  Internet  compa- 
nies offering  content  aimed  at  women. 


CAROLE  BLACK 

CHIEF  EXECUTIVE,  LIFETIME 

(CABLE  CHANNEL  AND  INTERNET  SITE) 

Lifetime  is  not  just  about  information.  It's  about  storytelling 
and  connecting.  I  read  several  newspapers  every  morning, 
but  I  don't  feel  emotionally  connected  to  them.  You  may  read 
something  about  Warren  Beatty,  but  it's  only  when  you  see 
him  on  Barbara  Walters  that  you  connect  with  him. 

We  try  to  connect  with  women  from  all  demographics, 
and  women  of  all  ages  are  interested  in  relationships.  Also, 
women  don't  have  the  same  self-esteem  as  men.  We  want  to 
bring  this  self-esteem  back. 

GERALDINE  LAYBOURNE 

CHIEF  EXECUTIVE  AND  CHAIRMAN,  OXYGEN  MEDIA 
(CABLE  CHANNEL  AND  INTERNET  SITE) 

It's  an  age-old  story  that  women  really  like  relationships.  And 
that  they  want  commitment — and  all  those  things  are  old 
wives'  tales.  We  don't  have  a  soft,  gauzy  filter  over  our  net- 
work. It's  not  an  escapist  brand.  We  are  trying  to  get  women 
out  of  the  ghetto  of  what's  expected  of  women's  content.  For 
instance,  one  of  our  regular  editors  is  Jean  Jennings,  the  edi- 
tor of  Automobile  magazine,  telling  women  what  they  need 
to  know  about  cars. 

I  don't  like  to  define  women  in  demographic  terms. 
There  are  18-year-olds  on  Oxygen,  and  even  though  I  am  52, 
1  led  like  an  Oxygen  woman  as  well. 


KAY  KOPLOVITZ 

CHIEF  EXECUTIVE,  WORKING  WOMAN  NETWORK 
(INTERNET  SITE;  TO  BE  LAUNCHED  SUMMER  2000) 

We  are  not  addressing  fashion  or  relationships.  Work- 
ing Woman  Network  will  be  for  entrepreneurial  and 
career  women. 

For  instance,  businesswomen  need  access  to  capi- 
tal. I  started  USA  Networks  but  then  couldn't  access  the 
kind  of  money  that  I  needed  to  grow  the  business;  I 
didn't  know  Mike  Milken. 

Today  women  have  it  easier — there  is  liquidity  in 
the  market.  But  venture  markets  are  very  high  testos- 
terone, very  male  friendly,  where  everything  is  go  for 
the  throat.  So  we  will  be  introducing  women  entrepre- 
neurs into  that  world. 


way  from  a  problem  to  the  solution,  like  our  stop-smoking 
program.  It's  not  about  reading  it  on  the  screen.  It's  about 
doing  it.  That's  why  the  Internet  is  so  powerful  for  women. 
It  allows  each  woman  to  find  her  own  best  life,  and  to  have 
fun.  My  mother  wasn't  driving  a  Porsche  at  60,  but  I'm 
going  to  be. 


CANDICE  CARPENTER 

c  Mil  I   I  XI  CUTTVI  AND  (  Di  II A1RPERSON  OF  THE  BOARD, 

rviLi  \i.i  a  om 
(internet  she) 

When  you  try  to  span  teenagers  and  younger  and  older 
women,  you  are  going  to  miss  because  they  all  have  a  specific 
gestalt.  We  are  targeting  women  from  25  to  54,  when  life 
gets  most  complicated — you  have  a  job,  you  adopt  a  child 
eii..  That's  where  Kotounder]  Nancy  Evans  and  I  are  in  our 
lives,  which  helps  create  the  product. 

In  a  way,  Ivillage  is  work.  We  seek  to  get  women  all  the 


MARLEEN  MCDANIEL 

CHAIRMAN  AND  CHIEF  EXECUTIVE,  WOMEN.COM 
(INTERNET  SITE) 

Women  go  to  the  Web  looking  for  very  specific  information 
and  not  entertainment.  They  don't  do  idle  surfing.  That's  why 
we  have  invested  heavily  in  broad  content  and  we  have  12 
magazines  in  our  network.  We  have  anything  from  Town  & 
Country,  which  skews  older,  to  Cosmo,  for  younger  women. 
We  think  about  Women.com  as  a  network  of  sites  on  which 
every  woman  can  quickly  find  information  she  is  looking  for. 

— By  Samantha  Lee 


^.^^^aja 


S" 


Professional  Services  Automation 
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Introducing  PeopleSoft  PSA:  100%  Internet  architecture  •  Integrated  people,  projects,  and  prof  its  management 

With  a  PeopleSoft  Professional  Services  Automation  solution  you  can  manage  everything  from  recruitment  to 
contract  administration  to  project  billing.  And  we've  even  taken  the  process  a  step  farther.  Using  the  Internet,  we 
can  help- you  maximize  profitability  by  managing  customer  engagements  and  employee  utilization,  no  matter 
where  your  people  happen  to  be.  That's  why,  with  over  150  professional  service  customers  to  date,  we've  become 
one  of  the  most  trusted  names  in  helping  companies  manage  their  most  profitable  asset  -  people. 


Applications  for  eBusiness"  www.peoplesoft.com/psa  1.888.773.8277 


OLD  WORLD  EXPLORERS  ASKED, 


"WHAT  CAN   I   DISCOVER?" 


TODAY'S  EXPLORER  MUST  ASK, 


"WHAT  CAN  I  DISCOVER 


BETWEEN  4:30  AND  6:00?" 


r  vf • 


You've  got  an  hour  maybe  two.  to 
find  something  novel.  Fortunately,  at 
Hyatt,  the  local  pulse  is  always  at  your 
fingertips,  making  a  richer  more  vivid 
experience  inevitable.  Someday  you'll 
have  more  time  to  explore.  Until  then, 
choose  a  place  that  does  some  of  the 
work  for  you. 

For  reservations,  call  Hyatt  or 
your  travel  planner 


All  things  being  equal,  there's  more.  I  800 .  Of  WWW.hyOtt.com 
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HOTELS  &  RESORTS 


Feel  the  Hyatt  Touch" 
I  lotels  and  Resorts*  encompasses  hotels  and  resorts  managed,  franchised,  or  leased  by  two  separate  groups  of  companies-Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©2000  HyattC 


=  ATsT 


Service  exceeding  your  expectations. ..it's  all  within  your  reach.  That's  why  Hyatt  proudly  offers  reliable 
in  room  communications  from  AT&T. 


FACT  AND   COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


A  FABULOUS  FIRST 


5F  responds  to  toast  from  President  Lee  in 
raipei  after  receiving  a  civilian  honor. 


rAIWAN  WILL  SOON  WITNESS  AN  EVENT  THAT  HAS  NEVER 
lappened  before  in  Chinese  history — the  peaceful,  orderly 
xansfer  of  power  from  one  democratically  elected  leader  to  a 
democratically  elected  successor  from  the  opposition.  What  a 

vivid  contrast 
Taiwan's  vigor- 
ous, open  polit- 
ical system  is  to 
the  still  authori- 
tarian, increas- 
ingly insecure 
Beijing  regime. 
No  wonder  the 
mainland  is  up- 
set, particularly 
since  incoming 
President  Chen 
>hui-bian  was  once  an  open  advocate  of  independence. 

Chen,  a  member  of  the  Democratic  Progressive  Party,  won  a 
ierce,  three-way  race,  thanks  to  a  split  in  the  dominant  Nation- 
dist  Party.  He  pulled  39%  of  the  vote,  but  more  than  70%  of  the 
Iaiwanese  approve  of  the  deft  way  he  has  handled  the  mainland 
iince  the  election — not  kowtowing  but  making  conciliatory 
gestures  and  studiously  avoiding  inflammatory  rhetoric  or  acts 
oward  Beijing.  His  decision  to  be  inclusive  in  selecting  his  cab- 
net  is  also  popular,  starting  with  his  choice  for  premier,  Tang 
*ei,  who  was  defense  minister  in  the  outgoing  administration. 
Retiring  President  Lee  Teng-hui's  Nationalist  Party  origi- 
lated  on  the  mainland  and  came  to  Taiwan  more  than  50  years 
igo  after  losing  a  civil  war  to  the  communists.  Following  Chen's 
Jection,  Nationalists  furiously  turned  on  President  Lee,  forcing 
lim  to  give  up  the  party  chairmanship  to  mollify  angry  parti- 
ans.  However,  it  doesn't  appear  that  Taiwan-born  Lee  has  lost 
nuch  sleep  over  the  election.  His  achievements  are  truly  aston- 
ihing.  Yes,  Taiwan's  turn  from  dictatorship  toward  democracy 
ad  begun  years  before  Lee  took  power  in  1988.  But  Lee  pushed 
he  process  hard,  allowing  freedom  of  speech  and  association, 
s  well  as  a  vibrant  free  press.  He  implemented  regular  legislative 
lections  and,  ultimately,  the  direct  election  of  the  president. 
Taiwan's  economy  is  one  of  the  world's  strongest,  with  tens  of 


thousands  of  agile  entrepreneurs  giving  it  a  resiliency  and  spirit 
of  innovation  that  other  Asian  powerhouses  such  as  Japan  and 
South  Korea  still  lack.  Taiwan  has  invested  heavily  in  scientific 
and  engineering  education.  It  now  plays  a  critical  role  in  Ameri- 
can high  tech,  as  was  demonstrated  when  the  production  of  mi- 
crochips and  other  high-tech  parts  was  temporarily  disrupted  by 
last  year's  earthquake.  Taiwan's  strength  is  no  longer  felt  only  in 
manufacturing  but  more  and  more  in  design  and  engineering. 
There  is  no  capital  gains  tax  holding  back  the  economy,  and 
there  are  generous  tax  incentives  to  attract  venture  capital. 

There  are,  of  course,  flaws,  especially  political  corruption. 
But  a  flourishing  democracy  enables  people  to  do  something 
about  those  shortcomings — corruption  was  one  of  Chen's 
principal  campaign  issues. 

Lee's  refusal  to  bow  to  Beijing  has  led  China  to  periodically 
shake  its  fist  at  Taiwan.  In  March  1996  China  lobbed  missiles 
into  the  waters  off  Taiwan,  hoping  to  discourage  voters  from 
supporting  Lee  in  that  month's  presidential  election.  The  saber- 
rattling  merely  helped  Lee  to  win  by  a  landslide.  Since  then, 
China  has  put  ^^ 
about  200  short- 
and  medium- 
range  missiles 
on  the  Fujian 
coast,  aimed  at 
Taiwan,  and  is 
obtaining  mili- 
tary technology 
and  hardware  to 
neutralize  U.S. 
naval  strength 
in  the  region. 

The  Taiwanese  shake  their  heads  at  the  Clinton/Gore  Ad- 
ministration's craven  attitude  toward  the  People's  Republic  of 
China.  The  White  House  acts  as  if  Taiwan's  burgeoning  democ- 
racy is  a  problem  rather  than  an  opportunity.  The  Taiwanese 
correctly  observe  that  Washington  is  behaving  as  if  China,  not 
the  U.S.,  were  the  world's  superpower.  They  fervently  hope  the 
mainland  won't  try  something  precipitous  against  them  before 
a  new  American  President  takes  office  next  January. 


Popular  incoming  President  Chen  thumbs 
through  copy  of  FORBES  GLOBAL. 


THERE  HE  GOES  AGAIN 


DRCEFUL  DIPLOMACY  IS  NEEDED  TO  PREVENT  MORE  DE- 
rioration  and  violence  in  Kosovo.  Serbian  strongman  Slobo- 
in  Milosevic  knows  that  President  Clinton  will  do  nothing 


that  might  lead  to  American  casualties  before  the  November 
elections.  Belgrade  is  stirring  up  already  inflamed  animosities 
in  northern  Kosovo,  where  a  sizable  number  of  Serbs  still 


FACT     AND      COMMENT 

live.  In  Mitrovica,  for  example,  NATO's  passivity  has  effectively 
allowed  the  Serbs  to  partition  the  town.  Kosovar  guerrilla 
forces  have  decided  not  to  be  passive  and  are  conducting  raids 
into  soudiern  Serbia,  where  there  are  many  ethnic  Albanians. 
Given  the  deep  hatreds  engendered  in  recent  years  by 
Milosevic's  ethnic  cleansing  campaigns,  the  solution  seems 


clear.  Kosovo  must  be  made  an  independent  state;  Kosovar 
Albanians  will  never  again  accept  sovereignty  from  Belgrade. 
Northern  Kosovo,  where  Serbs  make  up  a  majority  of  the 
population,  should  be  cut  off  and  made  part  of  Serbia  itself. 
And  the  predominandy  Albanian  districts  of  southern  Ser- 
bia should,  in  turn,  be  made  part  of  Kosovo. 


UNAMERICAN 


CONGRESS  SHOULD  ENACT  THE  SECRET  EVIDENCE  REPEAL  ACT, 
a  bipartisan  measure  that  would  bar  the  use  of  secret  evidence  in 
American  courts  and  reaffirm  the  Fifth  Amendment's  guaran- 
tee that  no  individual  be  jailed  without  due  process.  Sponsored 
by  Representatives  Tom  Campbell  (R-Calif),  Bob  Barr  (R-Ga.), 
David  Bonior  (D-Mich.)  and  others,  the  act  would  roll  back 
provisions  of  1996's  Anti-Terrorism  and  Effective  Death  Penalty 
Act  that  allow  the  Immigration  and  Naturalization  Service  to  ar- 


rest, detain  and  deport  noncitizens  on  the  basis  of  evidence  that 
is  not  revealed  to  the  suspects  or  their  lawyers.  Only  a  judge  can 
see  the  material.  Hany  Kiareldeen,  a  New  Jersey  resident  from  the 
Gaza  Strip  who  has  legally  lived  in  this  country  since  1990,  was 
arrested  in  1998  and  spent  19  months  in  jail — without  a  trial — 
on  the  basis  of  inaccurate  allegations  from  his  bitter  ex- wife. 

Kafkaesque  justice,  even  for  noncitizens,  has  no  place  in 
the  American  justice  system. 


WHO  COPIED  WHOM? 


G  EORGIA      ...on  my  mind 
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CASE  CLOSED 


The  Case  Against  Hillary  Clinton — by  Peggy  Noonan  (Regan- 
Books,  $24).  The  tide  says  it  all,  and  what  an  indictment  Noo- 
nan  readably  renders.  Like  her  husband,  Mrs.  Clin- 
ton is  truly  a  narcissist-cum-elitist  who  secredy 
disdains  the  everyday  or  downtrodden  Americans 
whom  she  presumably  champions.  No  moral 
compass  guides  her  nor  does  she  hold  core  beliefs 
on  which  she  is  willing  to  spend  real  political  cap- 
ital. Hillary  has  been  the  White  House  enforcer 
and  has  wanted  to  smash  and  destroy  anyone  she 
perceives  as  an  obstacle,  I  com  the  travel  office  per- 
sonnel to  the  women  her  husband  victimized. 

The  country's  First  Couple  has  set  an  awful  ex- 
ample for  younger  people — anything  goes  if  you  can  get  away 
with  it,  and  never  let  the  truth  or  ethics  stand  in  the  way  of 
doing  what  you  want  to  do.  The  cynicism  is  total.  The  Clintons 
have  had  a  corrosive  effect  on  our  political  system  and  on  the 


THE  CASE 
AGAINST 
HILLARY 
CLINTON 

PEGGY 
NOONAN 


popular  culture.  Critics  carp  that  Noonan's  book  is  a  polemic. 
Well,  yes,  but  so  was  Thomas  Paine's  Common  Sense. 

Excerpt:  Hillary  has  a  strategy.  The  strategy  is  to  use 
words  not  to  pierce  through  the  fog  of  voices  and 
sounds  in  which  we  all  live,  but  to  add  to  the  fog.  She  is 
merely  trying  to  communicate  an  impression  with  pic- 
tures. Using  pictures  to  communicate  where  you  stand 
and  why  you  stand  there  is  honorable,  and  a  necessary 
acknowledgment  of  the  reality  of  mass  media.  But 
Mrs.  Clinton  uses  stagecraft  to  hide  and  obscure  phi- 
losophy and  positions,  which  is  not  honorable  at  all 
Excerpt:  The  Clintons  had  simply  traded  one  addic- 
tion for  another,  the  need  for  fame  and  power  fa 
came  the  need  to  continue  having  fame  and  power.  He  needs 
be  the  center  of  attention.  Because  when  he  is,  he  feels  like  he  has 
a  center.  Left  to  himself — left  with  himself- — he  is  bored,  anxious. 
He  cannot  live  a  genuinely  private  life.  Neither  can  she. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

/  {ere  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Tom  Jones  and  Patrick  Cooke. 

•  Avenue-520  Columbus  Ave.,  at  85th  St.  (Tel.:  579-3194).  Silver Swan-41  East  20th  St.  (Tel:  254-3611). Charming, old-! 

first-class  French  bistro  with  the  ambience  of  Paris — but  fashioned  German  restaurant,  but  the  food  is  less  than  inspired 

friendlier  service.  Ps  I  icularly  good:  steak  frites  with  sauce  au  •  The  Lobster  Club— 24  East  80th  St.  (Tel.:  249-6500).  Deliriously! 

poivre,  coq  au  vin,  roasl  duckling  with  wild  rice,  and  tuna  done  arthropods.  Also  wonderful:  pan-roasted  sea  bass  with] 

ilel  mignon  with  roasted  beets  and  greens  and  white  wine  risotto,  pumpkin  and  radicchio;  and  deviled  short  ribs  with  but- 

per  sauce.  1  )esserts  ai  t  delicious.  ternut  squash  ragout.  A  must  for  dessert:  the  banana  split,      r 
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to  55% 

of  your  estate. 
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<"^  Your  wit  and  wisdom  may  be 
irreplaceable,  but  the  55%  of  your 
estate  can,  and  should,  be  preserved. 
At  Jefferson  Pilot  Financial,  we  can 
help  you  make  sure  that  the  epilogue 
to  your  life  story  is  satisfying  reading. 
Let  our  trained  professionals  help 
you  devise  a  plan  for  the  efficient 
transfer  of  your  estate  to  your  heirs 
—  rather  than  primarily  to  Uncle 
Sam.  By  so  doing,  the  memory  of 
your  wit,  and  especially  of  your 
wisdom,  will  never  be  dimmed. 
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Jefferson  Pilot 
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Helping  you  write  the  story  of  your  life.- 
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The  Ultimate 
Driving  Machine' 


OTHER  COMMENTS 


The  Clinton  Administration  thinks  selling  Aegis  destroyers  to  Taiwan  would  be 

"provocative."  Forgive  us,  but  just  whoys  been  doing  all  the  provocation  in  the  region? 

Taiwan,  which  will  [soon]  see  the  first  Chinese  democratic  change  in  leadership  in 

4,000 years  of  recorded  history?  Or  Beijing,  the  communist  regime  known  to  shoot 

off  missiles  in  a  state  of  pique?  Democratic  nations  usually  don't  endanger  stability. 

— Far  Eastern  Economic  Review 


Historical  Fiction  Hillary  Clinton  wants  to  be  his- 
toric but  seems  unable  to  distinguish  between  purposeful 
ambition  and  personal  vanity.  Eleanor  Roosevelt  gambled 
her  reputation  and  her  security  to  take  her  stands;  thus  she 
became  historic.  Hillary  wants  to  be  called  historic. 

—PEGGY  NOONAN,  The  Case  Against  Hillary  Clinton 

Repeal  Injustice  The  Secret  Evidence  Repeal  Act  of 
1999  repeals  statutory  authority  for  the  use  of  secret  evidence  in 
deportation  proceedings  and  the  adjudication  of  immigration 
benefits.  If  enacted,  it  would  accord  all  aliens  the  fair  procedures 
now  provided  to  most.  Because  the  use  of  secret  evidence  is  un- 
constitutional, unworkable  and  unwise,  I  support  this  remedy. 
The  Bible  provided  that  under  Roman  law,  a  man  charged 
with  criminal  conduct  should  "have  the  accusers  face  to  face, 
and  have  license  to  answer  for  himself  concerning  the  crime 
laid  against  him."  It  would  be  difficult  to  identify  anything  as 
more  fundamental  to  a  fair  legal  process  than  the  right  of 
each  party  to  examine  and  confront  the  evidence  against  it. 

—PROFESSOR  DAVID  COLE, 
Georgetown  University  Law  Center,  testifying  before  Congress 

Saving  the  Snakes  The  Justice  Department's  proposal 
[to  break  Microsoft  into  two  separate  companies]  would  create 
two  powerful,  multibillion-dollar  Microsoft  monopolies.  Two 
new  monopolies  are  a  government  lawyer's  dream.  Talk  about 
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TWO  LONELY  GUYS 
A  Maying  repairman  with  his  pal,  agoldfnnd  manager. 


tenured  employment!  This  is  a  gold-plated  occupational  annu- 
ity, guaranteed  to  see  the  kids  through  college  and  make  the  good 
life  all  that  more  livable  for  good  old  Pops  and  dear  old  Moms. 
It  should  be  of  some  considerable  consolation  to  Bill  Gates 
and  Steve  Ballmer  that  the  cleaving  in  two  of  their  remarkable 
company  will  feed  more  than  one  generation  of  vipers. 

—ALAN  ABELSON,  Barron's 

Kx  lOr  Llie  A  straight  line  may  be  the  shortest  distance  be- 
tween two  points,  but  it  is  by  no  means  the  most  interesting. 
—WILLIAM  HARTNELL,  as  the  Doctor, 
in  Doctor  Who  (long-running  British  TV  series) 

Who  Benefits?  In  the  [March  14]  New  York  Times, 
Andy  Cameron,  a  Florida  parent  whose  son  attends  a  Catholic 
school  under  the  state's  Opportunity  Scholarship  program, 
called  the  failing  public  school  his  son  used  to  attend  "a  giant 
sewer"  where  "the  academic  atmosphere  was  nonexistent." 

[That]  afternoon,  National  Education  Association  presi- 
dent Bob  Chase  applauded  a  Florida  judge's  ruling  that  may 
force  Andy  Cameron's  son  to  return  to  AA.  Dixon  Elemen- 
tary— the  "giant  sewer"  Cameron  spoke  of.  Chase  [pronounced 
the  ruling]  "a  tremendous  victory  for  families  and  children." 

It  was  a  victory  for  the  NEA,  but  not  for  the  Cameron  fam 
ily.  Nor  for  the  53  other  families  whose  children  used  state  vouch 
ers  this  year  to  escape  the  two  Pensacola  elementary  schools  to 
which  the  state  had  given  "F"  ratings  for  two  years  running. 

— Investor's  Business  Daily 

Unlucky  Ducks  Exchange  Alley,  prior  to  1773,  was 
where  London  stockbrokers  conducted  business.  This  was  the 
scene  of  the  wildest  stock  speculation  of  all  time,  the  South  Sea 
Bubble  of  1720.  Stock  of  the  South  Sea  Company,  in  that  year, 
opened  at  128/4  in  January,  rose  to  330  in  March,  to  550  in. 
May,  to  890  in  June,  and  touched  1 000  in  July  when  the  di- 
rectors of  the  company  sold  out  and  the  bubble  exploded. 

Exchange  Alley  was  where  stockbrokers  were  first  divided 
into  two  classes,  bears  and  bulls.  It  was  also  the  place  which  saw 
a  third  class — those  who  were  cleaned  out  [and]  could  not  meel 
their  financial  obligations.  These  latter  came  to  be  known  as  "lame 
ducks"  because,  to  the  spectator,  they  "waddled  out  of  the  Alley!' 
— CHARLES  EARLE  FUNK,  A  Hog  On  la 
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T/7e  miracles    /science 


now  should  a  mutual  fund  pick  stocks?  Janus  puts  on  mask  and  gloves  and  gets  unde 
company's  skin.  Peels  back  the  superficial  reports  and  data.  Exposes  the  vital  workings 
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Janus  Equity  Income  Fund 

ONE  YEAR            1         THREE  YEAR          i        LIFE  OF  FUND 

30.66%  1   37.65%   1  35.20% 

How  far  can  you  get  with  Janus 

picking  your  stocks?  Slice  into  thesi 

numbers  and  see  for  yourself 
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ie  business.  Extracts  every  bit  of  information  that  could  point  to  a  winning  specimen, 
takes  a  sharp  eye,  and  then  some.  Picking  stocks  the  Janus  way  is  not  for  the  squeamish. 
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LIBERTY  MUTUAL  FIELD  INVESTIGATOR 
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\\  It's  my  job  to  be  an  excellent  judge  of 
character... to  determine  when  someone 
is  telling  the  truth  and  when  they're 
committing  insurance  fraud.  Of  course, 
most  people  are  honest,  but  the  ones 
that  aren't  cost  businesses  and  workers 
$25  billion  a  year.  That's  why  I'm  available 
at  a  moment's  notice  to  throw  my  gear 
in  the  trunk  and  discover  the  truth. 
I  talk  to  witnesses,  follow  tire  tracks 
down  muddy  roads... whatever  it  takes 
to  make  sure  the  good  guys,  and  the  bad 


Consider  forming  on  in-house 
safety  team  in  order  to  evaluate  and  record  accidents  as  they  I    TRpf?TV 

happen.  Also,  report  accidents  immediately  to  insure  accuracy.  IVIU  1  UAJL. 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


JAPAN  IN  2000-NEARLY  RESURGENT 


HREE  TIMES  IN  THE  LAST  18  MONTHS  I  HAVE  REPORTED  ON 
tie  nearly  equal  division  between  Japanese  optimists  and  pes- 
imists.  After  visiting  Japan  during  the  last  week  in  April  and 
lolding  some  26  meetings  with  people  representing  a  wide 
pectrum  of  occupations  and  viewpoints,  it  is  clear  that  most  of 
tiese  opinion  leaders  believe  the  worst  is  over  and  that  Japan's 
conomy  is  ready  to  resume  its  upward  climb.  The  stock  market 
;  at  a  high  level  and  the  yen  is  strong — too  strong  for  exporters. 

Adverse  Factors  Corrected 

"here  has  been  a  major  bank  consolidation  that  will  give  rise 
a  four  major  institutions  with  considerably  fewer  bad  loans, 
breign  direct  investment  is  far  more  welcome  (about  $14  bil- 
on  came  in  last  year),  and  many  of  the  surviving  banks  will 
lave  foreign-owned  components.  Banks  once  again  are  ex- 
ending  loans,  although  the  central  bank  will  have  to  ease  its 
ero-interest-rate  policy  (which,  according  to  Masaru  Hayami, 
be  governor  of  the  Bank  of  Japan,  will  happen  soon). 

Consumer  spending  is  starting — slowly — to  increase, 
'ears  among  Japan's  large  older  population  about  the  safety 
nd  certainty  of  pensions  and  the  health  insurance  system 
•ersist,  leaving  consumers  reluctant  to  resume  former  pur- 
hasing  habits.  The  Japanese,  however,  do  have  the  money  to 
iuy  the  things  they  want.  Tokyo's  prices  are  now  largely  sta- 
»le  and,  with  the  exception  of  a  few  items,  are  not  far  ahead 
>f  those  in  New  York.  McDonald's  and  Starbucks  charge 
bout  the  same  as  they  do  in  the  U.S.  We  found  a  few  items  of 
pectacular  quality  selling  at  very  high  prices:  famed  Kobe 
•eef  was  going  for  $65  to  $75  per  pound  and  two  exceptional 
nelons  boxed  together  were  selling  for  $100. 

As  real  estate  prices  fall  and  the  government  continues  its 
olicy  of  reducing  the  fees  levied  when  one  purchases  a  home, 
lore  people  will  buy,  and  this  spending  should  have  a  positive 
lultiplier  effect  on  the  economy.  A  dampening  factor  has 
een  the  country's  experience  with  unemployment,  which  had 
een  virtually  unheard  of  in  Japan.  The  official  unemployment 
ite  is  4.9%,  but  most  people  believe  it  to  be  higher.  Company 
structuring  and  downsizing  are  largely  responsible. 

Election  politics,  as  in  most  democracies,  plays  a  part  in 
pan's  government  policy  decisions — as  well  as  in  people's  pri- 
ite  decisions  to  spend  or  invest — hence,  many  decisions  will  be 
)stponed  until  after  the  election.  Prime  Minister  Keizo  Obuchi 
as  tragically  stricken  with  a  crippling  stroke,  and  his  cabinet  re- 
med  in  April.  His  successor,  Yoshiro  Mori,  will  decide  on  an 
action  date;  most  feel  it  will  be  soon.  If  the  Liberal  Democratic 
uty  (LDP)  and  ite  New  Komeito  coalition  retain  a  large  part  of 


their  majority  (which  most  people  expect),  litde  change  in  cur- 
rent policy  is  expected.  The  final  phase  of  the  government's  stim- 
ulus package — 6.5  trillion  yen  (about  $62  billion) — would  then 
begin,  bringing  the  government's  debt  to  $367  billion.  The  final 
phase  will  increase  Japan's  debt  to  more  than  120%  of  GDP.  It  is 
unclear  whether  the  package's  objectives  will  be  achieved;  most 
of  the  money  has  been  used  for  large  infrastructure  projects,  the 
effects  of  which  take  several  years  to  be  felt  in  the  economy. 

Many  companies  are  doing  business  in  China,  either  by 
owning  their  own  plants  or  through  joint  ventures  with  Chi- 
nese state-owned  companies — with  varying  results.  All  are 
concerned  about  the  absence  of  the  rule  of  law  in  China. 
Many  fear  that  the  U.S.  tilt  away  from  Taiwan  toward  China 
will  encourage  China  to  believe  it  can  attack  Taiwan  with  im- 
punity. (The  normal  Japanese  reluctance  to  talk  about  war 
precluded  any  lengthy  discussion  of  major  security  issues.) 

Looking  to  the  Future 

Japan's  high-tech  companies  invest  large  sums  in  research  and 
development,  the  result  being  a  new  generation  of  electronic 
wonders:  digital  cameras,  batteryless  watches,  color  copiers  from 
Seiko  Epson  and  even  Sony's  friendly  robotic  dog,  Aibo,  who 
welcomes  visitors  and  responds  interactively  via  a  tiny  camera 
in  its  nose  and  an  embedded  computer  chip.  Flat-panel  TVs  and 
computer  monitors  are  coming,  but  the  best-selling  item  (1.3 
million  in  March  alone)  is  DoCoMo's  tiny  cellular  phone,  the 
i-mode,  which  can  connect  one  direcdy  to  the  Internet  and  has 
a  battery  with  an  exceptionally  long  life.  Another  big  seller  is  the 
new  Sony  PlayStation2  home  videogame,  with  nearly  1  million 
units  sold  its  first  two  days.  Its  processor  is  so  powerful  Japan 
has  imposed  export  controls  because  of  its  military  potential. 

The  Japan-US.  relationship  continues  to  be  strong  and 
strongly  supported,  but  its  need  is  sometimes  questioned  by 
younger  elements.  The  end  of  the  Cold  War  does  not  mean  the 
end  of  security  threats;  Japan  and  the  U.S.  still  need  a  strong  al- 
liance. Thoughtful  people,  such  as  Koichi  Kato,  former  foreign 
ministry  official  and  leader  of  a  LDP  faction,  worry  that  not 
enough  Japanese  speak  English.  We  should  be  concerned  about 
how  few  of  us  speak  Japanese  and  how  little  we  understand  this 
remarkable  country.  We  are  fortunate  to  have  Tom  Foley  as  U.S. 
Ambassador  to  Japan.  The  former  Speaker  of  the  House  knows 
more  about  our  mutual  needs  than  most;  he  is  well  aware  that  we 
must  retain  our  alliance  and  works  tirelessly  to  that  end. 

The  U.S.  needs  more  allies  like  Japan.  Moreover,  we  need 
to  work  to  keep  these  alliances  strong  in  order  to  be  ready  to 
face  the  challenges  of  the  future.  F 


E-business  generates 
risk  from  every  direction. 
Some  people  are 
comfortable  with  that. 
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Tax 

Consulting 

Assurance 

Business  Measurement  Process 
Assurance-Based  Advisory  Services 
Employee  Benefits  Assurance 
Information  Risk  Management 
Management  Assurance  Services 
Actuarial  Services 
Forensic  and  Litigation  Services 
Global  Financial  Strategies 

E-business  is  like  a  daily  crash  test.  Competition 
comes  out  of  nowhere.  Information  comes  from 
everywhere.  And  decisions  are  made  in  a  split 
second.  Our  Assurance  services  help  improve 
the  integrity  of  the  information  you  depend  on. 
So  decisions  are  based  on  facts  that  are  current, 
relevant  and  reliable.  Making  the  ride  a  lot  less  risky. 

For  further  information,  call: 

Terry  Strange, 

Vice-Chairman, 

Assurance  and  Advisory  Services! 

at  1  -877-ASK-KPMG 
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CAPITALIST  CRAZIES 

tNY  ARE  THE  OLD  ECONOMY  CAPTAINS  WHO  VE  RECENTLY  tion  Army.  They've  set  free  the  coolest  technology  from  behind 

cted  from  their  jobs  that  have  the  guarantee  of  an  eight-figure  the  locked  lab  doors  at  IBM,  Xerox  and  the  telephone  companies 

fcheck,  limos,  clubs  and  jets  ...  who  threw  all  of  it  overboard  and  aft  of  the  machine-gun-equipped  guards  at  America's  de- 

:  a  first  wife ...  for  a  horny  lunge  at  New  Economy  riches.  Yup,  fense  contractors,  all  of  whom  had  reasons  of  their  own — per- 


a  story  so  common  by  now  it's  a  cliche.  George  Shaheen,  gone, 
ger  Siboni,  gone.  Heidi  Miller,  gone.  Never  do  you  see  the 
ry's  opposite — the  New  Economy  poobah  going  upstream, 
itil  now.  Which  makes  the  following  case  study  so  interesting. 

Vem  Raburn,  an  extremely  early  Microsoft  programmer — 
,  a  centimillionaire — has  headed  up  a  project  to  build  a  jet  air- 
me  that  seats  six  people  and  zips  along  at  425mph  on  Williams 
rbofans  no  bigger  than  a  pair  of 
ngo  drums.  The  new  jet,  christened 
:  Eclipse  500,  is  to  weigh  only  2,550 
unds,  empty.  That's  less  than  a  Piper 
dibu  Mirage,  which  flies  at  250mph 
only  one  three-blade  propeller. 

Ambitious?  You  ain't  heard  noth- 
;  yet.  Raburn's  new  jet  is  projected 
cost  $775,000— $100,000  less  than 
;  Malibu.  Because  the  Eclipse  500 
arts  two  bongo  drums,  compared 
th  the  Malibu's  one  prop,  perhaps 
>etter  comparison  would  be  the 
ech  Baron  58,  considered  the  best  twin-piston  plane  in  the 
•rid.  A  new  Baron  will  set  you  back  a  cool  million  bucks.  It 
5  along  nicely  at,  oh,  about  230mph. 

The  editors  of  Flying  magazine  are  watching  the  Eclipse  500 
'h  skeptical  eyes.  Editor  J.  Mac  McClellan  writes  in  the  May 
)0  issue:  "I'm  in  a  perfect  position  to  judge  the  odds  of  suc- 
s  for  the  Eclipse,  having  watched  so  many  "paper"  airplanes 
i  airplane  companies  come  and  go,  with  near-zero  success, 


Ex-Microsofter  Vem  Raburn  wants  to  sell  you 
this  new  425mph  jet  for  $775,000  in  2003. 


fectly  valid  at  the  time — to  keep  the  cool  stuff  from  seeing  the 
light  of  day.  Xerox  invented  the  graphical  user  interface,  laser 
printing  and  zippy  computer-to-computer  communications. 
But  for  perfectly  good  reasons  at  the  time — what  were  those  rea- 
sons, anyway? — Xerox  kept  its  miracles  locked  away  in  Palo  Alto. 
That  is,  until  a  few  crazies  such  as  Steve  Jobs,  Bob  Metcalfe  and 
John  Warnock  broke  in  and  liberated  them.  IBM  could  have 
been,  should  be  today,  Intel  and  Mi- 
crosoft combined.  AT&T  could  have 
owned  the  Internet  AT&T  rejected  the 
chance  to  buy  it  from  the  Defense  De- 
partment in  1972.  Whoops.  Failing 
that,  AT&T  could've  been  Cisco  and 
Qualcomm.  Whoops  again. 

As  a  new  aviation  enthusiast,  I've 
written  about  the  low  level  of  entrepre- 
neurial energy  I've  seen  here.  True,  I  am 
bigoted;  I  tend  to  see  industry  through 
Silicon  Valley  eyes  and  so  damn  much 
of  it  as  slow  or  stupid  True,  general  avi- 
ation is  coming  back  from  a  near-death  shakedown  by  trial 
lawyers;  we  must  be  patient,  blah,  blah,  blah.  But  look  around,  if 
you  dare.  The  FAA  cowers  like  a  sheriff  in  a  town  recently  run 
over  by  the  James  Gang.  Timidity  has  grown  from  these  scars. 
Where  are  the  modern  heirs  to  William  T.  Piper  and  Walter 
Beech?  Such  talent  has  long  scattered  to  greener  fields,  such  as  the 
Internet.  Aircraft  piston  engines  haven't  improved  much  since 
the  1950s.  Fuel  injection  passes  for  a  modern  development  The 


my  24  years  as  an  aviation  magazine  editor.  Viewed  from  only  two  American  enginemakers  slug  it  out  with  as  much  fervor 
t  perspective,  the  Eclipse  has  no  chance  to  achieve  its  stated  as  heavyweights  in  the  tropical  sun.  The  best-loved  single-piston 
Js  of  performance,  weight  and  price.  On  the  other  hand,  this     airplane,  the  Beech  Bonanza  (disclosure:  I  own  a  Bonanza  A36) 


•ject  is  being  pushed  by  people  who  in  the  last  quarter-cen- 
y  built  the  world's  fastest-growing  industry  from  nothing." 

icon  Valley's  Real  Export 

Clellan's  got  something.  The  creative  geniuses  of  Silicon  Val- 
Seattle,  Cambridge,  Austin  and  places  like  them  have  pulled 
ick  of  far  greater  consequence  than  to  ship,  every  week,  the 
st  whippy  gadget  to  the  world.  The  bigger  story  is  the  cre- 
e  destruction  wave  they've  let  loose.  ~mmjjm~ 
These  New  Economy  entrepreneurs 
■  acted  as  God's'own  Capitalist  Libera-    MmM 


sports  a  wing  developed  in  the  1930s.  And  so  it  goes. 

This  is  why  Vem  Raburn's  crazy  idea  to  build  a  jet  for  the 
masses  is  so  thrilling  to  watch.  If  his  Eclipse  500  jet  actually 
taxies  down  the  runway  for  under  $1  million  sometime  in 
2003,  Raburn  will  show  that  the  U.S.  computer  and  software 
revolution  was  not  a  fluke  of  lucky  nerds  riding  a  deep  wave 
of  quantum  physics.  No,  he  will  prove  something  more  pro- 
found— and  far  more  encouraging.  A  Raburn  jet  success  will 
show  that  capitalist  crazies  can  bring  fast, 


For  further  discussion  of  this  and  other 

topics,  go  to  the  forum  at  our  Web  site    exciting  and  beneficial  change  to  any- 

at  www.forbes.com/karlgaard.  thing  they  touch.  F 


OUT  FRONT 


Dogfight 

D  E  F  E  N  s  E I  Weapons  contractors  used 
to  be  known  for  their  discreet  lobbying. 
This  one  is  downright  pugnacious. 

BY  SETH  LUBOVE 

APOLOGIZING  FOR  AN  ATTACK 
of  hay  fever,  Northrop 
Grumman  Chief  Executive 
Kent  Kresa  doesn't  seem  like 
the  confrontational  sort. 
More  desk  jockey  than  fighter  jock,  the 
sniffling  and  bespectacled  Kresa,  62, 
would  just  as  soon  don  shorts  and  skate 
along  the  beach  near  his  Century  City, 
Calif,  office. 

Don't  be  deceived  by  the  laid-back 
demeanor.  Kresa  is  waging  a  pitched 
battle  against  much  larger  competitors, 
government  bureaucrats,  the  Pentagon, 
NASA  and  plaintiff  attorneys.  He  has  no 
choice.  Following  the  government's 


scuttling  of  its  1998  ac- 
quisition by  Lockheed 
Martin    on    antitrust 
grounds,  the  nation's 
fifth-largest     defense 
contractor  decided  that 
if  it  can't  win,  it  can  at 
least  go  down  swing- 
ing. Kresa  is  also  articu- 
lating what  the  industry  is  finally  ac- 
knowledging: Years  of  rough  and 
inconsistent  treatment  by  the  govern- 
ment have  left  the  weapons  sector  de- 
pleted of  capital  and  ill-equipped  to 
meet  the  technological  challenges  of 
the  new  century. 

This  is  as  much  a  campaign  to 
prove  that  the  long-rumored  takeover 
candidate  can  remain  independent. 
"We're  a  very  strong  company,  we  don't 
have  to  do  anything,"  Kresa  says  defi- 
andy  about  persistent  merger  talk.  He 
vows  that  the  $9  billion  (1999  sales) 
company  will  produce  sales  of  $12  bil- 
lion, albeit  in  2003,  a  year  later  than  he 
was  promising  before.  "We're  very  ca- 
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LOCKHEED 

"PROVEN.  CLASSIC  FIGHTER  DESIGN 

•LEAN  DESIGN 

Design  hyperbole 

1.000 

Work  force  on  concept  design  stage 

1.700 

RAYTHEON 

Large  subcontractor 

NORTHROP  GRUMMAN 

$5  MILLION 

Reported  cost  overruns  already 
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1999  soft-money  contributions  tuolitical  parties 

$222,200 

F-18AN0F-22 

Fallback  pro;    -ins 
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pable  of  controlling  our  own  destiny 
for  the  foreseeable  future."  Looking  to 
expand  his  markets — but  also  tempting 
fate  on  security  issues — Kresa  took  the 
lead  in  looking  into  a  vaguely  described 
"alliance"  with  a  foreign  contractor, 
DaimlerChrysler  Aerospace. 

But  his  strategy  is  raising  eyebrows 
in  an  industry  accustomed  to  genteel 
lobbying  in  the  corridors  of  Washing- 
ton. The  latest,  but  by  no  means  only, 
confrontation  occurred  when  North 
rop  complained  about  the  Pentagon's 
$200  billion   Joint   Strike  Fighter 
program,  the  defense  industry's  equiv- 
alent  of  a   lifetime   annuity.   The 
company  thought  it  was  playing  by 
the  rules  when  it  backed  off  the  Lock- 
heed deal,  acknowledging  the  govern 
ment's  desire  to  maintain  competi 
tion.  So  Kresa  felt  slighted  when  the 
Pentagon  recently  backpedaled  from 
its  original  winner-take-all  proposa 
as  a  way  to  preserve  the  aerospace  "in 
dustrial  base"  of  the  two  primar) 
competitors,  Boeing  and  Lockheed. 
Hey,      what      abou 
Northrop?  Kresa  squawk 
to    anyone    who    asks 
Northrop  is  Lockheed': 
largest  subcontractor  oi 
the    project,    providing 
critical  radar-deflectim! 
technology,  systems  intei 
gration  and  avionics.  But 
Kresa  protests  that  to  givj 
Northrop  anything  les 
than  20%  of  the  program 
is  to  marginalize  it  out  o 
the  top  ranks  of  the  de 
fense  aerospace  busines; 
especially  since  the  com 
pany's  controversial  B- 
Stealth  Bomber  prograr 
has  wound  down. 


'If  the 


governmer 


f  your  interests  are  not  properly  taken  into 
iccountT  you're  going  to  raise  high  holy  hell." 


n't  buying,  we  won't  be  here  to  sell," 
resa  says.  Either  keep  it  as  winner- 
ke-all  and  let  the  chips  fall  where  they 
ay,  or  split  it  up  among  everybody,  he 
•mands. 

Part  of  the  problem  is  a  perception 
at  Northrop  isn't  a  so-called  prime 
ntractor  any  longer,  and  thus  not  de- 
rving  of  federal  preservation  efforts, 
it  Ralph  Crosby,  one  of  a  troika  of 
rporate  vice  pfesidents  heading  up 


the  recently  reorganized  Northrop's 
three  primary  divisions,  disagrees. 

"The  Department  of  Defense  spoke 
[to  bust  up  the  Lockheed  merger],  and 
not  only  did  we  listen,  we  acted  to  pre- 
serve our  skills  and  capabilities  in  a  way 
that  will  meet  the  future  needs  of  our 
armed  forces,  and  you  shouldn't  forget 
that,"  declares  Crosby,  who  cut  his  teeth 
fighting  to  preserve  funding  for  the  B-2 
program. 


The  pugnacious  spirit  is 
personified  in  the  form  of 
James  Roche,  head  of  the  elec- 
tronic sensors  and  systems  di- 
vision. Voluble  and  self-right- 
eous, Roche  makes  Kresa  seem 
like  a  shrinking  violet. 

"You  can  shape  your  fu- 
ture as  best  as  you  can,  or  you 
become  a  victim  of  it,"  Roche 
intones.  "If  your  interests  are 
not  properly  taken  into  ac- 
count, you're  going  to  raise 
high  holy  hell,  and  that  is  very 
salutary.  We  had  to  do  that  be- 
cause we  have  become  small 
as  the  industry  consolidated 
so  dramatically." 

Roche  is  literally  taking 
Northrop's  war  to  the  battle- 
field. He  has  packed  off  100  of 
his  top  managers  out  to  his- 
toric battlefields  such  as 
Harpers  Ferry,  Antietam,  Get- 
tysburg and  Valley  Forge, 
where  they  play-act  famous 
commanders  under  fire. 
When  he's  not  in  the  field, 
he's  on  stage,  dressing  up  to 
act  out  Henry  V,  Shakespeare's 
patriotic  wartime  epic  about 
the  famous  battle  at  Agin- 
court.  Though  the  only  casu- 
alty has  been  a  case  of  Lyme 
disease,  the  point  is  to  teach 
managers  how  to  make  deci- 
sions under  stress. 

"It's  also  to  recognize 
some  basic  truths,"  Roche 
says.  "No  soldier  ever  lost  a  battle,  offi- 
cers lose  battles.  No  employee  ever 
bankrupted  a  company,  management 
bankrupts  companies." 

The  play-acting  has  given  Roche  the 
confidence  to  take  on  both  the  Federal 
Aviation  Administration  and  his  divi- 
sion's larger  competitor  in  radar  tech- 
nology, Raytheon.  Roche  is  loudly  de- 
manding that  the  FAA  reopen  a 
competition  won  by  Raytheon  four 
years  ago  to  supply  213  air  traffic  con- 
trol radar  systems  to  civilian  and  mili- 
tary airports.  Although  Northrop, 
which  inherited  the  business  from  its 


OUTFRQNT 


1996  acquisition  of  Westinghouse's  de- 
fense electronics  unit,  lost  the  competi- 
tion, it  went  ahead  and  spent  $30  mil- 
lion designing  its  own  systems  for 
overseas  sales.  Drawing  parallels  to  the 
reasons  why  the  Lockheed  deal  fell 
apart,  Roche  complains  that  if  the  FAA 
doesn't  change  its  mind,  it  will  effec- 
tively force  Northrop  out  of  the  busi- 
ness, leaving  the  U.S.  dependent  on  one 
manufacturer. 

"Our  option  is  to  make  as  many 
congressmen  %ad  citizens  as  aware  of 
this  as  possible  and  hope  this  adminis- 
tration has  a  blinding  epiphany  that 
says,  'Gee,  competition  is  good,' 
Roche  says.  "For  the  FAA  to  say,  'We 
don't  want  competition,'  seems  crazy." 

The  scrappiness  extends  to  all  levels 
of  the  company,  especially  the  legal  de- 
partment. When  notorious  plaintiff  at- 
torney William  Lerach  slapped  North- 
rop with  a  lawsuit  in  1998  charging 
Kresa  and  other  executives  and  direc- 
tors with  profiting  from  inside  infor- 
mation about  the  collapse  of  the  Lock- 
heed merger,  the  company  chose  to 
fight  rather  than  settle.  The  case  was 
dismissed  with  prejudice  from  federal 
court  in  April.  In  a  weird  case  that 
boiled  down  to  a  single  word,  the  com- 
pany sued  NASA  for  squeezing  it  out  of 
a  multimillion-dollar  contract  on  the 
international  space  station.  Northrop 
lost  the  case  in  April,  but  not  without 
trying. 

Even  more  bizarre,  a  unit  of  the 
company  that  manages  the  White 
House's  e-mail  finds  itself  in  the  mid- 
dle of  a  furious  Capitol  Hill  fight  over 
missing  e-mails.  The  spat  says  as  much 
about  Northrop's  disregard  for  whom 
it  offends,  even  its  largest  customer. 

"You  can  get  involved  in  all  kinds  of 
odd  situations,"  Kresa  sighs. 

Kresa  maintains  that  the  company 
can  remain  independent  if  it  wants  to, 
but  he  does  little  to  dampen  specula- 
tion which  has  gone  on  for  years.  In- 
deed, he  tried  to  postpone  this  inter- 
;ew,  offering  the  unsolicited  excuse  of: 

-  don't  talk  about  M&A  issues." 

vVhaifver  he's  got  up  his  sleeve,  you  can 

1  it  won't  happen  without  a  fight.    F 


Potential  bidders 
for  TheStreet.com 
might  prefer  the 
company's  cash— 
$4.25  per  share - 
to  Jim  Cramer's 
crowing. 


Buy!  No,  Sell! 

i  r  o  n  y  l  A  Wall  Street 
hunter  becomes  the  hunted. 

BY  JACK  EGAN 

THERE'S  NO  LOVE  LOST  BETWEEN 
Dow  Jones,  publisher  of  the  Wall 
Street  Journal,  and  James  Cramer, 
the  manic  hedge  fund  manager  who's 
both  the  founder  of  TheStreet.com,  a 
popular  Internet  investment  site,  and 
its  most  visible  columnist. 

So  it  might  come  as  a  surprise  to 
learn  that  Dow  Jones  was  recently 
checking  out  TheStreet.com  as  a 
possible  takeover  target. 
The  explanation  lies  in 
Dow  Jones'  motivation: 
The  financial  news 
company,  with  its  own 
substantial  Web  pres- 
ence, was  mainly  inter- 
ested in  TheStreet's  cash 
kitty,  not  its  well-read 
editorial  content.  "We 
had  been  eyeing 
TheStreet.com,"  one  DJ 
executive  confides,  "be- 
cause it's  sitting  on 
nearly  $5  a  share  in 
cash."  In  other  words, 
Dow  Jones  would  take 
the  money  and  run, 
likely  shuttering  the  site. 
The  idea,  fleetingly  en- 
tertained, has  since  been  dropped, 
the  executive  says. 

Asked  for  his  reaction,  Cramer  re- 
sponds with  some  bemusement,  say- 
ing that  an  attempt  by  Dow  Jones  to 
acquire  his  company  "would  be  cru- 
elly ironic  if  it  were  to  occur."  It 
would  also  be  tough  to  pull  off. 
Cramer  owns  13%  of  the  stock;  Mar- 
tin Peretz,  owner  of  the  New  Republic, 
owns  another  1 1.8%.  Other  stakes  are 
held  by  the  New  York  Times  Co.  and 
Japan's  Softbank. 

Cramer  denies  rumors  that 
TheStreet.com  is  for  sale.  On  the 
other  hand,  he  says,  "If  someone 
came  L-  vith  a  high  enough  offer,  I'd 
have  to  consider  it  for  the  benefit  of 


my  shareholders." 

Cramer  himself  made  a  quixotic 
foray  into  family-controlled  Dow 
Jones  in  early  1997  along  with 
Michael  Price,  then  chief  portfolio 
manager  at  Franklin  Mutual  Shares,  a 
value-oriented  fund  group.  At  the 
Dow  Jones  annual  meeting  that  year 
Cramer  needled  Chief  Executive 
Peter  Kann  to  get  rid  of  the  com- 
pany's tottering  Telerate  financial 
data  service. 

Dow  Jones,  which  did  indeed 
wind  up  selling  the  subsidiary,  helping 
to  boost  its  stock  price,  has  for  its  part 
been  irritated  by  TheStreet  for  luring 


a  number  of  top  staffers  from  its  own 
news  service. 

For  a  brief  while  the  journalists 
who  took  a  chance  joining  Cramer's 
startup  seemed  to  be  headed  to  Easy 
Street.  Shares  went  public  at  $19  a 
year  ago  and  closed  at  $60,  with 
Cramer's  stake  worth  $200  million. 
Then  began  a  long  slide,  with  the 
shares  falling  recently  to  $5.50.  The 
company's  cash  these  days  amounts 
to  $4.25,  putting  a  $1.25  value  on  the 
talent  and  the  goodwill.  Cramer  re- 
cendy  pumped  the  shares  in  an  online 
chat  group  when  he  pointed  to  the 
value  of  the  cash  reserves,  and  the 
stock  raced  up  to  $7.  The  vultures 
have  flown  away  for  now.  f 
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hat   you    do   in   the    morning    is   your   business. 
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relaxing  to  know  ourguaranteed  8  a.m.  delivery  will  get  your  products  into  the  marketplace 
i  -ad  of  the  competition.  And  you  can  bask  in  the  knowledge  that  our  Early  A.M!  service  delivers 

twice  as  many  ZIP  Codes  as  anyone  else.  So  start  the  day  by  letting  us  help  you  stretch  your 
rket  share.  All  other  stretching  is  strictly  up  to  you.  Call  WOO- PICK- UPS*  or  visit  ups.com 

MOVIN     at  the  SPEED  of  BUSINESS! 
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Go  to  Jail 


RUMINATIONS!  Early  rulings  against  Microsoft  had  Justice  Department 
hounds  running  victory  laps  around  Capitol  Hill.  But  if  they  thought  Microsoft 
was  monopolistic,  they  should  take  a  look  at  these  breakup  candidates,  all  of  which 
flaunt  dominant  market  share,  by  chana  r.  schoenberger 


Rawlings  Sporting  Goods 


MAJOR  LEAGUE 
BASEBALLS 

100& 


Maybe  competing 
balls  wouldn't  fly 
out  of  the  park  at 
today's  ridiculous  rate. 


ern  Union 


MONEY  TRANSFERS 


81% 


First  Data  Corp.  saved 
this  relic  from  extinction- 
good  news  for  the  covered-wagon  business. 


DeBeers 


DIAMONDS 

72% 

A  monopolist's  best 
friend.  Don't  you 
dare  try  to  undercut. 


MICROPROCESSORS 


80% 


Regulators  would  need 

Pentium  power  to 

figure  out  how  to 

slice  this  one  up. 


Air  Canada 


CANADIAN 
AIR  SERVICE 


80% 


Pending  deal  for  Canadian 

■rimes  will  make  it 
Canada's  sole  airline. 


U.S.  Government 


K-12  EDUCATION 

1 89%^ 

It's  guilty  of  dumping,  too. 


astman  Kodak 

35MM  FILM 

_B9% 

Still  smiling,  even 

after  85  years  of 

federal  persecution. 


U.S.  PQsfaTSerYice 

FIRST  CLASS  MAIL 

iQQ°A 


If  you  want  to  compete, 
you  go  to  jail,  not  USPS. 


BrannQck  Device  Co. , 

SHOE  STORE  SIZERS 

80% 

If  the  shoe  fits, 

you  can  thank 

Charles  F.  Brannock. 


US  Airwavs 


FLIGHTS  TO  CHARLOTTE,  N.C. 
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81% 


In  this  southern  city,  you'll  fly 

US  Airways— or  go  somewhere  else. 
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Spoof.com 


the  w  E  B  I  What  do  Superman, 
Elian  Gonzalez  and  a  Japanese 
condiment  have  in  common? 

BY  DOUG  DONOVAN 

IMITATION  MAY  BE  FLATTERING,  BUT  SOME- 
times  it's  just  plain  obnoxious.  Just  ask 
Charles  Stone  III,  creator  and  director  of 
Budweiser's  pervasive  "Whassup?"  commercials. 

For  the  uninitiated,  Stone's  commercial  depicts  himself  and 
his  real-life  buddies  as  sports-watching  couch  potatoes  who 
slurp  Buds  and  communicate  by  blurting  out  "Whassup?" 

But  coining  cultural  catchphrases  comes  with  pitfalls. 
They're  called  parodies.  Stone  must  now  endure  endless 
spoofs  that  rip  off  the  audio  portion  of  his  commercial, 
adapt  them  to  new  visuals  and  transmit  them  ad  nauseam 


&U  !  ' 


Watching  a  spoof,  having  a  Bud:  Charles 
Stone  Ill's  Whassup  commercials  have 
spawned  a  series  of  Internet  parodies. 


over  the  Internet. 

The  version  lip-synched  by  Su- 
perman and  other  comic  book  he- 
roes was  funny,  as  was  the  one  star- 
ring a  Bud-drinking  squirrel  and 
chimpanzee.  But  the  latest  parody, 
featuring  the  entire  cast  of  the  Elian 
Gonzalez  debacle,  left  the  34-year-old  Stone  wondering: 
Whassup  with  these  parodies?  Says  Stone:  "It's  pretty  foul." 
Funny  or  foul,  Stone  knows  there's  little  he  can  do  to  stop 
the  power  of  the  Internet,  which  spreads  information  faster 
than  Cindy  Adams  on  speed. 

The  boys  with  the  bad  taste  have  no  apologies. 
Sean  Bonner  and  Chris  Lathrop,  both  Playboy.com 
employees,  say  their  Elian  spoof  is  as  relevant  as  Stone's 

commercial  endeavor:  Both 
have  their  place  in  popular 
culture. 

"This  is  what  happens 
when  something  like  this  gets 
out  of  hand,"  Stone  says. 
True.  F 


On  a  Wink  and  | 
a  Prayer 

MARKETING     Ralph 

Clermont  toiled  for  six  years 
trying  to  launch  his  glossy 
fashion  magazine.  Then  he 
turned  to  the  Web. 


BY  CHRISTOPHER  HELMAN 

LATER  THIS  MONTH  A  FLEDGLING 
fashion  magazine  named  Wink 
will   mail    its   premier   issue   to 
30,000  subscribers,  most  of  whom  will 
never  pay  a  dime.  Which  is  just  fine 
with  Wink's  founder,  Ralph  Clermont 
At  the  pace  Wink's  signing  up  new 
readers,  Clermont  expects  to  have  a 
base  of  150,000  subscribers  by  its  first 
anniversary — .\n  impressive  mark,  even 
I  ime  Inc.  standards. 
More  remarkable:  Wink's  low  mar- 
■  costs.  While  big  publishers  like 
iiuic  Nast  and  Hachette  Filipacchi 


Wink  founder  Ralph  Clermont  and  his  associates  found  new  readers  on  the  Web 
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internet  smart. 

innovative  commerce. 

Can  your  business  move  faster?  Can  it  go  further?  This  is  the  new 
economy.  And  here,  there  are  no  boundaries.  Only  opportunities 
to  transform  your  business  and  achieve  tremendous  competitive 
advantage.  Realize  them  with  experience  and  innovation.  Visit  us 
at  iconixx.com,  or  call  1.877.426.6499.  Because  now  more  than  ever, 
anything  is  possible. 
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typically  spend  $30  for  every  new  sub- 
scriber, Clermont's  outlay  averages  just 
$2.  Instead  of  relying  on  inefficient  di- 
rect-mail campaigns  like  most  maga- 
zines, Clermont,  37,  waged  his  market- 
ing campaigns  on  the  Internet.  Wink 
staffers  send  mass  e-mails  and  make 
strategic  postings  in  chatrooms  oper- 
ated by  women-oriented  sites  like  Ivil- 
lage  and  Oxygen.  The  messages  direct 
users  to  Wink's  Web  site,  where  they 
can  sign  up  for  a  year's  free  subscrip- 
tion. On  days  when  staffers  actively  ply 
the  chatrooms,  new  subscriptions  can 
top  1,700. 

For  Clermont,  who  tried  for  six 
years  to  launch  Wink  the  traditional 
way,  results  like  that  are  statuesque. 
Though  he  managed  to  put  out  one 
issue  in  1994,  Clermont  lacked  the  fi- 
nancing new  magazines  need  to  es- 
tablish a  viable  subscriber  base.  A  few 
years  ago  Clermont  teamed  up  with 
DoubleSpace,  a  strategy  and  design 
firm  that  recognized  the  Internet's 
marketing  potential  and  convinced 
Clermont  to  pursue  a  free  subscrip- 
tion model. 

It's  not  as  crazy  as  it  seems  to  give 
away  magazines  to  people  who  want 
them.  Many  magazines  make  barely 
enough  from  subscription  revenues  to 
cover  the  costs  of  processing  payments 

'Publishers  are  starting 
to  find  tactics  that 
work  online. 
It's  a  whole  new  game." 

and  mailings.  The  real  money  comes 
from  ads. 

Wink's  strategy  hasn't  gone  unno- 
ticed. "It's  a  whole  new  marketing 
game,"  says  Charles  McCullagh,  former 
head  of  corporate  strategy  at  Hachette 
Filipacchi.  "Publishers  are  starting  to 
find  tactics  that  work  online." 

Says  Clermont:  "We  don't  know  if 

faring  to  be  the  Web  site  driving  the 

zine  or  the  magazine  driving  the 

Veb  site.  One  sells  the  other."  F 


Prescription  for  Trouble 

drugs  The  politicians  say  drug 
companies  are  gouging  us.  But  their 
statistics  are  sometimes  very  shaky. 


BY  MICHAEL  FUMENTO 

IT  CERTAINLY  MADE  A  GREAT  PHOTO 
op.  There  was  Vice  President  Al  Gore, 
grabbing  a  little  old  lady  in  East  Hart- 
ford, Conn,  and  proclaiming  that  drug- 
makers'  profits  on  pharmaceuticals 
commonly  used  by  the  elderly  are  "way 
out  of  line,"  that  drug  prices  are  racing 
way  ahead  of  inflation  and  that  the  fed- 
eral government  should  help  pay  for 
drugs  under  Medicare. 

No  question,  this  is  a  hot  button 
with  the  voters.  Some  retirees  are  gen- 
uinely impoverished  by  their  drug 
bills.  Even  the  Republicans  in  Con- 
gress are  talking  about  Medicare  cov- 
erage for  drugs. 

But  is  it  true  that  drug  prices  are 
going  haywire?  The  key  source  for  the 
Gore  proclamations  is  Families  USA,  a 
group  that  is  pushing  for  an  expan- 
sion rf  government  health  insurance. 
Families  USA  says  that  the  costs  of  the 
top  50  drugs  used  by  seniors  are  sig- 


nificantly outpacing  infla- 
tion. Between  1998  and 
1999,  says  a  recent  white 
paper  from  the  group,  the 
drug  basket  increased  3.9% 
while  the  consumer  price 
index  went  up  only  2.2%. 

But  among  the  study's 
major  problems  is  that  it  ig- 
nores the  considerable  im- 
pact of  generic  drugs.  Of  the 
44  brand-name  drugs  on  the 
list  16  have  generic  equiva- 
lents available,  including  4  of 
the  top  10.  Consider  one, 
Lanoxin,  used  for  treating 
heart  problems.  The  brand 
name  wholesales  at  $28.36 
for  a  package  of  100;  a 
generic  equivalent  is  only 
$11.14.  Some  generics  sell 
for  discounts  of  80%  or  even 
90%  to  the  equivalent 
branded  drug.  Yet  the  Fami- 
lies USA  report  mentions 
comparable  generics — in 
footnotes  that  require  a  mi 
croscope  to  read. 

Why  is  there  so  great  a 
price  disparity  between  two 
virtually  identical  drugs?  Because  th< 
introduction  of  generics  has  the  per 
verse  effect  of  increasing  the  price  o 
branded  pharmaceuticals.  "It's  wi 
documented  that  when  a  drug  co 
pany  loses  its  patent,  rather  than  lo 
its  price  to  compete  with  generics, 
[may]  raise  it,"  says  Joel  W  Hay,  p 
fessor  of  pharmaceutical  economics  a 
the  University  of  Southern  California 
Los  Angeles.  "They  can  no  longer  com 
pete  for  price-sensitive  customers,  s< 
instead  they  increase  their  profit  mar 
gin  from  those  with  brand  loyalty." 

The  popular  notion  is  that  th 
pharmaceutical  industry  is  gouging  U! 
The  truth  is  subtler.  If  your  docto 
keeps  switching  you  to  the  newes 
patented  drugs,  then,  yes,  your  cost 
will  go  up.  But  if  you  stay  put  with  an 
given  regimen,  your  costs  are  likely  t 
go  down  over  the  years  as  more  an 
more  of  the  pills  you  are  taking  be 
come  available  as  cheap  generics.     I 
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Plowing 
the  Web 

i  n  v  e  s  T  i  n  G  I  Media  mavens 
love  to  invest  in  blockbusters. 
But  bucketloaders? 

BY  NICOLE  RIDGWAY 

SIMON  NEWMAN'S  ONLY  EXPERI- 
ence  with  heavy  equipment  came 
cleaning  sewage  pipes  as  a  student 
at  the  University  of  Cambridge. 

No  problem  in  the  Internet  age. 
Newman  just  launched  TradeYard.com, 
an  online  exchange  where  farmers  and 
construction  firms  can  buy,  sell  or  lease 
used  equipment.  Even  more  unlikely 
are  TradeYard's  investors,  many  of 
whom  hail  from  the  media  and  enter- 
tainment industry:  Bertelsmann  North 
America  Chief  Executive  Strauss  Zel- 
nick; Liberty  Digital  boss  Lee  Masters; 
ex-Blockbuster  Entertainment  vice 
chairman  Thomas  Byrne;  even  Herb 
Allen's  Allen  &  Co. 

Friends  like  these  aren't  found  at 
construction  sites.  As  a  consultant  for 
LEK  Partnership,  Newman  advised  com- 
panies like  Time  Warner  and  Viacom  on 
new-media  ventures.  But  as  attractive  as 


the  entertainment  business  was,  New- 
man saw  sexier  opportunities  online. 

He'll  have  to  get  his  hands  dirty. 
Two  dozen  similar  online  exchanges 
have  lured  investors.  CMGI  AtVentures 
led  a  $10  million  round  of  financing  for 
construction  equipment  market  maker 
Ironmax.  Another  company,  Iron- 


Planet,  received  $10  million  from. 
Kleiner,  Perkins,  Caufield  &  Byers  and 
Accel  Partners. 

So  far  TradeYard  has  only  raised 
$7.2  million  in  capital,  and  investors  are 
going  to  want  a  real  return.  Unlike 
show  business,  there  are  no  opening- 
night  parties  for  used  bulldozers.        F 


Judgment  Pay 


the  benchi  U.S.  District  Court  Judge  Thomas  Penfield  Jackson  gained  instant  celebrity  ruling 
against  Microsoft.  For  celebrity  dollars,  Jackson  will  have  to  rule  on  television.  —Michael  Maiello 


THE  JUDGE 

Judy  Sheindlin 

YfcARLY  SALARY 

$7.8  million 

'HE  COURT 

dge  Judy 


THE  JUDGE 

Jerry  Sheindlin 

YEARLY  SALARY 

$1  million 

THE  COURT 

The  People's  Court 


THE  JUDGE 

Mills  Lane 

YEARLY  SALARY 

$480,000 

THE  COURT 

Judge  Mills  Lane 


THE  JUDGE 

William  Rehnquist 

YEARLY  SALARY 

$181,400 

THE  COURT 

Chief  Justice,  U.S. 
Supreme  Court 


THE  JUDGE 

Sandra  Day  O'Connor 

YEARLY  SALARY 

$173,000 

THE  COURT 

Associate  Justice,  U.S. 
Supreme  Court 


THE  JUDGE 

Thomas  P.  Jackson  | 

YEARLY  SALARY 

$141,300 

THE  COURT 

U.S.  District  Court 
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You  can  always  tell  the  investor  who's  had  a  Schwab  Portfolio  Consultation,. 


\  Schwab  Portfolio  Consultation"*  can  help  you  feel 

'ter,  more  informed,  more  in  control.  How  does  it  work? 

:irst,  you  meet  with  a  Schwab  Investment 

ialist  to  review  your  financial  goals  and 

mine  what  kind  of  investor  you  are. 

lext,  we  evaluate  your  investments— 

her  they  are  held  at  Schwab  or  another 

cial  institution— and  compare  them  to 

ical  performance  and  industry  benchmarks  to  demon- 

?  how  your  portfolio  is  performing. 

t  a  second  meeting,  the  Investment  Specialist  gives  you 

■depth  written  assessment  of  your  portfolio. 

igether,  you  review  performance,  allocation,  and  your 

-.ification  among  sectors.  Your  Investment  Specialist— who 


Current  Allocation    Target  Allocation 


We'll  provide  side  by  side  charts 

that  make  it  easy  to  see  which  asset  classes 

are  in  and  out  of  balance. 


is  salaried  and  not  on  commission— will  recommend  specific 
investments,  if  appropriate,  and  guide  you  through  new  invest- 
ment or  rebalancing  decisions  to  help  you  better 
meet  your  financial  goals.  Consultations  are  a 
fee-based  service  that  begin  at  $400. 

Additionally,  if  the  findings  of  your  consulta- 
tion suggest  that  you  may  benefit  from  ongoing 
customized  portfolio  management  through 
Schwab's  AdvisorSource"**  program,  we  can  introduce  you 
to  independent,  fee-based  investment  advisors  who  offer 
in-depth  professional  guidance. 

Soon,  you  could  be  the  kind  of  investor  who  stands 
out  from  the  crowd. 

Charles  Schwab.  Creating  a  world  of  smarter  investors?" 


To  schedule  your  Schwab  Portfolio  Consultation"  call  1-800-790-3802. 
Or  visit  our  website  at  www. schwab.  com/portfolioanswers. 

j )  brokerage  account  is  required.  Any  investment  advice  ottered  through  Portfolio  Consultation  is  solely  incidental  to  Schwabs  brokerage  services  tor  your  account.  Your  account  will  be  a  brokerage  account  and  not  an  investment  advisory  account, 
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Coming  to  America 

M  E  D I A  l  The  nation's  top  newspaper 
publishers  are  trying  to  gag 
a  European  competitor  with— of  all 
things— the  First  Amendment. 


BY  DOUG  DONOVAN 

KNIGHT  RIDDER  INC.'S  TWO 
Philadelphia  newspapers  have 
long  monopolized  this  city's 
media  landscape.  The  Inquirer  and 
Daily  News  have  been  around  a  com- 
bined 246  years,  and  together  they 
reach  600,000  readers. 

So  it  was  a  tad  ironic  when,  just  days 
before  a  Swedish  media  company  was 
set  to  launch  a  free  commuter  tabloid 
throughout  the  city's  transit  system  in 
January,  Knight  Ridder  cried  First 
Amendment  foul  in  court.  Its  com- 
plaint: The  deal,  which  allows  only  the 
tabloid  to  be  distributed  on  buses,  gives 
the  new  paper  an  unfair  advantage  over 
the  Inquirer  and  Daily  News. 

A  free-speech  issue?  "This  case  is 
less  about  lofty  First  Amendment  prin- 
ciples than  economic  bullying,"  says 
Edward  D.  Rogers,  attor- 
ney for  the  tabloid. 

The  Metro,  as  it's 
called,  is  available 
Monday  through 
Friday  on  buses 
and  subways  oper 
ated  by  the  Southeastern 
Pennsylvania  Transportation  Au 
thority,  or  Septa.  Circulation  is  150,000. 
In  return  Septa  gets  $15,000  monthly 
for  cleaning  expenses  and  a  minimum 
of  $30,000  per  month  in  shared  adver- 
tising  revenue. 

Modern  Times  Group,  the  Stock- 
holm company  that  owns  Metro 
through  an  American  affiliate,  distrib- 
utes commuter  papers  in  13  European 
cities,  reaching  2.3  million  readers.  The 
company  plans  to  roll  out  similar  pa- 
pers in  C  hicago  and  San  Francisco. 

Which  helps  explain   why,  First 
nendment  aside.  Knight  Ridder  isn't 
the  only  American  publisher  con 
ern<  '    1  he  New  York  Times  Co.  and 


USA  Todays  publisher,  Gan- 
nett Co.,  are  also  plaintiffs  in 
the  lawsuit.  The  publishers 
argue  that  Septa  can't  legally 
give  Metro  access  to  places 
where  the  Inquirer  and  Daily 
News  cannot  be  sold — 
specifically,  on  buses. 
Knight  Ridder  might  have  a  point  if 
the  paper  were  being  sold.  A  govern- 
ment agency  shouldn't  give  its  impri- 
matur to  one  publication  over  another. 
But  the  Metro  is  a  free  paper.  Septa  ar- 
gues that  it  has  a  right  to  play  favorites 
with  giveaway  publications. 


with  newswire  stories  no  longer  thar 
three  paragraphs,  allowing  it  to  be  reac 
in  25  minutes. 

So  far  federal  courts  have  sided  with 
Septa,  rejecting  three  Knight  Ridder  re- 
quests for  preliminary  injunctions  tc 
halt  Metro's  distribution. 

Knight  Ridder's  arguments  are  un- 
dermined by  an  embarrassing  fact:  Th« 
KR  subsidiary  that  runs  the  two  dailie! 
was  willing  to  do  a  similar  deal  witr 
Septa  that  would  have  given  its  paper: 
exclusive  access  to  the  transit  system 
But  negotiations  fell  apart  in  early  199S 
over  circulation  logistics.  Metro  wa: 


Riding  the  rails:  The 
Philadelphia  newspaper 
monopoly  is  out  to  derail 
Jack  Roberts'  tiny  tabloid. 

Knight  Ridder  also  complains  about 
government  censorship,  pointing  to  a 
line  in  the  contract  that  says  Metro  "must 
conform  to  Septa's  editorial  standards 
for  content."  That's  not  a  concern,  says 
Metro  Managing  Editor  lack  Roberts,  a 
former  Daily  News  staffer.  He  insists 
Septa's  censorship  is  limited  to  banning 
alcohol  and  tobacco  ads  and  controlling 
a  one-page  ad  of  its  own  advertising, 
which  it  gets  tree  under  the  deal. 

Not  that  there's  much  to  censor. 
The  paper  is  24  pages  long  and  is  filled 


then  the  only  publisher  to  respond 
Septa's  bid  request. 

Now,  Knight  Ridder  has  to  fear  a 
assault  on  its  advertising  hegemcr 
more  than  on  its  First  Amendmei 
rights.  Metro  says  it  has  landed  moi 
than  $1  million  in  bookings  throug 
March,  signing  such  advertisers  as  Ce 
lular  One  and  Bell  Atlantic. 

"It's  a  competitive  world  out  there 
insists  Todd  Brownrout,  senior  vii 
president  for  sales  and  marketing 
Knight  Ridder's  Philly  operation. 

Yes  and  no.  The  truth  is  that  in  mc 
U.S.  cities  the  newspaper  business  is 
the  way  it  was  in  Philadelphia  before  i 
Swedes  moved  in:  a  monopoly. 
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MY   NEW  CAR   IS  A  20  YEAR   OLD   CLASSIC 


I  HAVE  NO  DESIRE  TO  DISCOVER  MY  INNER  SELF. 


MY  WEEKEND   RETREAT  IS   MY  YARD 


ONE  DAY  I  PLAN  TO  RETIRE  FROM  MY  JOB. 
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Chewec 


Playing  extra  dirty  in  a  nasty  business,  US  Tobacco  faces  a 


BY  BRANDON  COPPLE 

AS  MANAGER  OF  THE 
Amoco  convenience 
store  off  1-29  outside 
Sioux  City,  Iowa, 
Gayleen  Rusk  sees  lots  of 
shady  characters.  Mo- 
torcycle thugs,  strung- 
out  truckers,  drunken  teenagers.  But 
the  only  person  who  ever  destroyed  a 
product  display  was  a  sales  rep  from  US 
Tobacco.  Time  and  again  her  UST  rep 
would  take  down  the  display  of  a  com- 
petitor, Conwood,  toss  it  in  the  dump- 
ster  and  stick  Conwood's  products  in 
the  rack  adorned  with  UST  advertising. 
"I'd  ask  him  to  leave  the  other  guy's 
rack  alone,  but  then  I'd  run  off  to  the 
bank  and  when  I  came  back,  it'd  be  in 
the  trash  again,"  says  Rusk. 

That  sort  of  behavior  led  Conwood, 

i   estimated   ^300  million   (sales) 

smokeless  tobacco  maker,  to  bring  an 

intiti  list  suit  against  UST  in  April  1998, 


alleging  its  larger  rival  tried  to  run  it 
out  of  business.  The  testimony  of  retail- 
ers and  clerks  like  Rusk  led  a  Paducah, 
Ky.  jury  to  drop  a  $350  million  antitrust 
verdict  on  UST  in  late  March.  Under  the 
Sherman  Anti-Trust  Act  the  court 
tripled  the  judgment,  putting  UST  on 
the  hook  to  Conwood  for  $1.05  billion. 

If  the  judgment  holds  up,  it  might 
break  UST,  which  last  year  earned  only 
$470  million  on  revenues  of  $1.5  bil- 
lion. UST's  balance  sheet  is  healthy,  but 
sales  growth  is  slowing,  its  shares  are  in 
steady  decline  and  it's  doubtful  that 
UST  could  borrow  $  1  billion  to  pay  off 
its  giddy  little  competitor. 

Conwood  stands  to  reap  an  incred- 
ible windfall.  Its  sales  and  earnings 
haven't  been  divulged  since  the  Pritzker 
family  took  it  private  in  a  $400  million 
buyout  in  1985;  its  annual  tobacco  sales 
probably  amount  to  only  around  one- 
third  of  the  entire  judgment  awarded 
by  the  Paducah  jury. 


"This  is  kooky,"  says  Brown  Broth 
ers  Harriman  tobacco  analyst  Roy  E 
Burry.  UST  thinks  so,  too,  and  has  aske<' 
trial  judge  Thomas  Russell  to  throw  ou 
the  verdict  or  at  least  reduce  the  dam 
age  award.  If  Russell  refuses,  UST  says 
will  appeal. 

Skoal  and  Copenhagen,  UST's  pre 
mium  products,  dominate  the  mois 
snuff  market.  Behind  those  brands  US 
has  captured  76%  of  the  $1.8  billic 
business.  Conwood,  which  makes  Kc 
diak  and  Cougar  snuff,  is  next  wit 
about  13%  of  that  market.  In  Paducal 
where  it  sued  UST,  Conwood  has  30° 
of  the  snuff  market. 

Based  in  Memphis,  Conwood 
controlled  through  a  complicate 
ownership  scheme  by  Chicago's  pov 
erhouse  Pritzker  family.  In  the  Ker 
tucky  courtroom,  however,  Conwood 
legal  team  portrayed  the  company  as 
tiny  but  scrappy  challenger  to  a  rutli 
less  monopolist.  And  while  the  lawye 
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Spat  Out 

lion  judgment.  But  is  the  plaintiff  really  an  innocent  victim? 


nay  have  been  dancing  a  fine  line  be- 
ween  anticompetitive  and  supercom- 
>etitive  behavior,  they  had  little  trou- 
)le  demonstrating  that  the  smokeless 
obacco  business  is  about  as  appealing 
is  the  brownish  dribble  on  its  cus- 
omers'  chins. 

In  some  of  the  most  damaging  tes- 
imony,  Lawrence  Borrowdale,  a  for- 
ner  UST  sales  rep,  re- 
ounted  how  his'  boss  in 
dbuquerque  regularly 
ore  down  Conwood  dis- 

lays  and  in-store  adver- 
ising,  took  Conwood 

roducts  out  of  displays, 

:uck  them  in  a  trash  bag 

nd   dropped   it    in    a 

oreroom. 
Such  below-the-belt 

tctics  are  particularly 

amaging    to    tobacco 

lakers — though  by  no 

leans  unheard  'of.  Pro- 


Snuffed  out:  UST's  Vincent 
Gierer  during  the  recent  trial 


hibited  from  advertising  in  most 
media,  they  rely  on  in-store  advertising 
and  promotions  to  get  their  tobacco 
between  the  cheek  and  gum  of  their 
customers — many  of  whom  happen  to 
be  14-  to  18-year-old  boys  (see  box,  p. 
74).  In  the  courtroom  both  sides  set  up 
extensive  display  cases  for  the  jury. 
"You've  got  very  limited  market- 
ing opportunities  and  a 
product  that  hasn't 
gained  much  favor  with 
the  public,  which  raises 
the  intensity  of  market- 
ing at  the  point  of  sale," 
says  Gregory  Gundlach, 
a  Notre  Dame  market- 
ing professor  who  testi- 
fied for  Conwood  in 
the  trial. 

Conwood  also  ac- 
cused UST  of  trying  to 
bribe  retailers.  That  al- 
legation went  all  the  way 


up  to  UST  Chief  Executive  Vincent 
Gierer. 

Arkansas  tobacco  merchant  J.  Rob 
Engster  testified  that  Gierer  walked  into 
a  Discount  Tobacco  store  in  Fort  Smith, 
Ark.  one  fall  day  in  1997  and  asked  how 
much  it  would  take  to  get  Engster  not 
to  carry  some  Conwood  products.  Eng- 
ster, who  sells  cigarettes  at  6%  over  his 
cost  and  marks  up  snuff  by  just  2%, 
told  Gierer  that  UST  would  have  to 
compensate  him  for  the  volume  he 
would  lose  in  snuff  and  for  the  addi- 
tional lost  sales  to  those  customers  who 
grab  a  magazine  or  a  can  of  Coke  with 
their  chew. 

Engster  and  Gierer  never  struck  a 
deal,  but  conversing  with  the  top  guy, 
who  was  wearing  a  suit  and  smoking  a 
Kent  cigarette  in  his  store,  left  quite 
an  impression  on  Engster.  "It  blew  my 
mind,"  he  says.  (A  UST  spokesman 
adamantly  denies  any  suggestion 
of  bribery,  but  adds  that  Gierer  often 
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stops  in  to  visit  retailers.) 

But  Engster  has  nothing  against 
UST.  He  has  seen  Conwood  reps  sum- 
marily move  UST  racks  aside.  "They 
all  do  it,  it's  just  that  UST  is  bigger  and 
more  successful,  so  they  look  like  the 
bad  guys,"  he  says. 

UST  tried  the  same  argument  in 
Paducah.  And  it's  true  that  destruc- 
tion of  a  competitor's  product  or 
property  isn't  necessarily  anticompet- 
itive. "If  I  blow  up  your  factory,  that 
doesn't  make  me  a  monopolist,"  says 
University  of  Chicago  law  professor 
Alan  Sykes. 

Conwood  counters  that  trashing  a 
competitor's  display  cases,  when 
you've  already  got  three-quarters  of 
the  market,  does  make  you  a  monop- 
olist. In  his  opening  statement  to  the 


Paducah  jury,  Conwood  counsel 
Mark  Hansen  compared  UST  to  a  bul- 
lying 9-year-old  child  who,  caught 
slugging  a  3-year-old  sibling,  says, 
"But  he  hits  me  too." 

The  UST  legal  team,  from  Skad- 
den,  Arps  in  New  York  City,  tried  to 
convince  the  jury  that  UST  had  simply 
played  hardball  in  a  competitive  busi- 
ness. They  pointed  out  that  UST  actu- 
ally lost  market  share  during  the  time 
in  question,  from  87%  in  1990,  partic- 
ularly to  Conwood  and  Swedish 
Match,  whose  low-priced  snuff,  Tim- 
berwolf,  introduced  five  years  ago, 
now  grosses  $115  million  annually. 

The  jury  didn't  buy  it,  but  maybe 
an  appeals  court  will.  The  court  was 
expected  to  rule  on  UST's  posttrial 
motions  by  the  end  of  the  month.    F 


Nasty  Habits,  Bad  Business 


ALMOST  16%  OF  HIGH  SCHOOL 
boys  use  smokeless  tobacco; 
among  white  teens,  it's  21%, 
and  in  rural  states  like  Wyoming  and 
West  Virginia  at  least  one  out  of 
three  high  schoolers  has  taken  a  dip 
in  the  past  30  days. 

A  pinch  of  Skoal  or  a  wad  of  Red 
Man  aren't  as  deadly  as  a  cigarette 
and  a  beer,  but  they  can  cause  all 


the  tobacco  litigation  of  the  late 
1990s.  In  settling  the  suits  brought 
by  48  states'  attorneys  general,  UST 
agreed  not  to  advertise  at  concerts, 
major  sporting  events  and  venues 
where  teens  congregate.  It  still  gets 
one  brand  sponsorship,  which  lets  it 
hang  on  to  Copenhagen  Skoal  Pro 
Rodeo  at  50  events. 

Conwood,  which  wasn't  named 
in  any  litigation, 
didn't  have  to  settle. 
It  still  has  a  Nascar 
team;  the  Kodiak  car 
has  won  $411,931  so 
far  this  year.   UST 

Unsafe  at  any  speed:  gave  UP  Doth  its 
Conwood's  chaw  hangs  team  sponsorships, 
on  to  its  racy  billboard,   km  it's  still  a  pres- 


sors of  oral  cancer  and  even  some 
heart  disease.  Craig  Stotts  of  the 
Arkansas  Cancer  Research  Center 
has  seen  21 -year-olds  die  from  oral 
cancer  after  chewing  habitually  for 
five  or  six  years.  As  many  as  73%  of 
smokeless  tobacco  users  develop 
oral  lesions,  which  can  lead  to  can- 
cer. Yet  the  stuff  has  never  been  re- 
viled in  the  way  that  t  igarettes  have. 
Of  all  the  smokeless-tobacco 
ers,  (inly  UST  goi  dragged  into 


ence  at  Nascar,  where  it  sets  up  a 
hospitality  tent  outside  many  races; 
the  settlement  agreement  requires 
UST  to  demand  ID  at  the  door. 

UST  also  agreed  to  fork  over  $  1 00 
million  over  ten  years.  Since  the  No- 
vember 1998  settlement,  UST's  shares 
have  fallen  55%  to  a  recent  $15,  or 
six  times  trailing  earnings,  as  in- 
vestors scrambled  to  get  away  from 
tobacco.  It  may  be  some  time  before 
high  school  kids  do  the  same.  — B.C. 


Cautious 
Hunter 

Let  other  Webheads 
lament  the  stock 
collapse.  Russell 
Horowitz  basks  in  it. 


BY  ERIKA  BROWN 

RUSSELL  HOROWITZ  IS  HAVING  A 
field  day  in  the  aftermath  of  the 
Web  stock  crash.  In  recent  weeks 
the  34-year-old  chairman  of  Web  firm 
Go2Net  has  heard  half  a  dozen  entre- 
preneurs ask  him  for  another  shot  at 
deals  they  refused  last  year. 

"The  lights  have  come  up  and  the 
cockroaches  are  scrambling,"  he  says. 

Horowitz  is  on  the  prowl.  In  18 
months  he  has  made  13  acquisitions  oi 
investments,  looking  for  Weblets  he  carij 
buy  on  the  cheap  to  add  to  Go2Net'{jj 
existing  properties — the  Go2Net  por-| 
tal,  stock  chat  room  Silicon  Investor! 
search  engine  MetaCrawler  and  others. 

With  many  Internet  stocks  down  al-jj 
most  90%,  Horowitz  looks  for  bargain; 
in  companies  whose  value  has  beer 
sliced  in  half  or  worse.  "Nowaday;! 
you're  either  a  buyer  or  a  seller.  I 
you're  neither,  you're  dead." 

He  aims  to  acquire  six  more  com 
panies  this  year  and  to  invest  in 
dozen  others,  all  in  the  areas  of  com 
munications,  entertainment  and  smal 
business.  Possible  targets  could  includi 
sites  like  Myplay,  where  users  can  stor 
and  share  music  files;  ImaginOr 
which  lets  users  create  their  own  in 
teractive  fare;  CenterSpan,  which  proi 
vides  instant  voice  and  data  messag 
ing;  and  perhaps  a  Web  direc 
marketer  such  as  NetCreations. 

With  his  T  shirt  and  Levi's  and  sha, 
rug  of  blonde  hair,  Horowitz  looks  lik 
every  other  "Red  ink?  What  red  ink? 
dot-commer.  But  appearances  deceive 
Horowitz  is  every  inch  a  value  investoi] 


\t  14,  he  was  reading  Value  Line  cover 
:o  cover  while  attending  the  elite  Lake- 
;ide  School  in  Seattle. 

Horowitz  is  a  player  to  watch.  Be- 
lind  him  stands  Microsoft  cofounder 
Paul  Allen,  who*  bought  a  third  of 
3o2Net  a  year  ago  for  $426  million  in 
:ash.  That  offers  Horowitz  a  link  to  140 
:ompanies  in  Allen's  portfolio. 
3o2Net,  through  its  partnership  with 
Digeo  Broadband  Inc.,  will  be  the  ex- 
:lusive  portal  for  the  broadband  prod- 
ict  to  be  offered  to  the  6.5  million 
:able  subscribers  of  Allen's  Charter 
Communications. 

Horowitz  is  the  youngest  fixture  in 
Ulen's  inner  sanctum.  He  serves  on  the 
•oard  of  Digeo,  the  joint  venture  of 
ulen's  various  telecom  and  cable  prop- 
rties.  Horowitz  even  attends  Allen's 
j  movie  night"  at  his  home  theater  and 
hoots  hoops  on  Allen's  NBA- regulation 
ourt.  "Paul  hits  some  pretty  deep 
iree-pointers,"  he  says. 

When  he  founded  Go2Net  in  1996, 
lorowitz  vowed  to  build  an  Internet 
etwork  with  predictable  earnings.  He 
uys  sites  with  dedicated  followings 


and  content  created  by  users,  making 
them  cheap  to  run.  Running  a  money- 
losing  business  makes  him  nervous.  He 
delivered  $24  million  in  pro  forma 
earnings  on  $48  million  in  sales  in  the 
past  12  months. 

Until  the  recent  carnage  in  tech 
stocks,  Horowitz  had  been  criticized  for 
his  thrifty  ways  by  institutional  in- 
vestors and  Internet  executives.  Despite 
being  in  the  black,  Go2Net  stock  is  off 
49%  this  year,  right  along  with  Nasdaq. 
"People  wanted  me  to  apologize  for 
being  profitable.  They  said  my  priori- 
ties were  all  wrong,"  Horowitz  says. 

By  refusing  to  pay  too  much  for 
anything,  Horowitz  usually  veers  off  the 
beaten  path.  Two  years  after  Sequoia 
Capital  paid  $1  million  for  a  third  of 
Yahoo  and  CMGI  paid  $4  million  for  an 
80%  stake  in  Lycos,  Horowitz  bought 
MetaCrawler  for  $100,000,  plus  a  small 
cut  of  ad  revenue,  from  a  professor  at 
the  University  of  Washington.  In  Au- 
gust 1998  he  bought  a  60,000-member 
free  Web  host  called  HyperMart  for  $4 
million  in  stock,  or  $67  per  head.  Six 
months  later  Yahoo  paid  more  than 


$1,000  a  head  to  buy  GeoCities,  with 
3.5  million  members. 

At  first  glance,  Go2Net  is  a  mish- 
mash of  Web  properties,  but  Horowitz 
puts  them  together  in  strategic  ways. 
HyperMart  began  as  a  free  Web  host; 
he  then  turned  it  into  an  e-commerce 
hub  for  small  business.  Authorize.Net, 
a  payment  authorization  service  he 
bought  last  year,  will  enable  Hyper- 
Mart's  800,000  customers  to  sell  on- 
line. Haggle.com  will  let  users  hold 
auctions. 

Unlike  Yahoo  and  AOL,  which 
Horowitz  sees  as  mass  media  growing 
increasingly  dependent  on  ad  revenue, 
Go2Net  seeks  to  rely  more  on  licensing 
deals.  Horowitz  wants  advertising  to 
be  only  40%  of  his  total  take.  It  is  at 
57%  today,  down  from  80%  in  1998. 

In  December  he  agreed  to  combine 
Go2Net's  PlaySite  gaming  technology 
with  Hasbro  to  create  a  cobranded  site 
featuring  Monopoly  and  Clue.  In  Feb- 
ruary he  signed  a  deal  linking 
Go2Net's  Silicon  Investor  chat  rooms 

Portal  Players 


Go2Net  is  a  grower,  but  it  is  still  well 
behind  other  major  Web  gateways. 


Company 

Revenue 

Net  Income   Cash  Traffic 

Go2Net 

$48 

$24         $243      13 

Lycos 

205 

3           627      33 

Yahoo 

700 

190         1,170      48 

All  figures  are  in  millions.  Revenue  and  cash  are  trailing 
12  months.  Net  income  is  pro  forma.  Traffic  includes 
all  wholly  owned  properties.  Sources:  Companies: 
Media  Metrix  March  2000  rankings  for  monthly 
unique  visitors. 

to  National  Discount  Brokers,  which 
will  grant  Go2Net  its  trading  technol- 
ogy. Go2Net  and  Allen  invested  $30 
million  in  conjunction  with  that  deal. 

With  market  volatility  shutting  off 
new  stock  offerings,  Horowitz  should 
be  able  to  shop  for  vulnerable  compa- 
nies as  long  as  he  remains  debt-free  and 
cash-positive.  He  has  no  faith  in  other 
Weblets  such  as  Webvan  or  Amazon 
that  lose  money  and  carry  huge  debts. 

"Some  of  these  guys  could  end  up 
in  the  fetal  position  on  the  floor  suck- 
ing their  thumbs,"  he  warns.  For  his 
sake,  let's  hope  sugar  daddy  Allen  stays 
close  enough  to  be  sure  Horowitz  isn't 
one  of  them.  F 
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Runway  Production 

Watching  the  NBA  finals  at  39,000  feet  sure 
sounds  like  a  great  idea.  But  at  what  cost? 


BY  MARK  LACTER 

ALONG  WITH  THAT  GOURMET 
meal  of  stale  pretzels  and  warm 
beer,  you  may  soon  be  able  to 
watch  Patrick  Ewing  slam-dunking  live 
as  you  fly  across  the  country. 

That's  the  hope  of  three  new  joint 
ventures  vying  to  upgrade  the  current 
in-flight  fare  of  old  movies,  canned 
news  capsules  and  expensive,  wait-in- 
line phone  service. 

In-flight  flicks  proved  an  instant  hit 
with  passengers  when  the  airlines 
started  installing  movie  projectors  in 
planes  in  the  early  1960s.  But  over  time, 
the  industry  began  to  wish  they'd  gone 
the  way  of  the  DC-3.  They  all  felt  com- 
pelled to  do  it  for  competitive  reasons, 
but  would  have  preferred  to  spend  the 
money  on  something  else. 

The  latest  whiz-bang  technology 

never  came  cheap,  and   the  sheer 

lit  of  the  equipment  sometimes 

required  extra  fuel.  This  year,  the  in- 

Uisti  \  will  spend  $2.3  billion  on  in- 


flight entertainment,  a  number  that 
will  more  than  double  within  five 
years.  New  gadgetry  for  a  top-of-the- 
line  747  can  now  approach  $5  million, 
among  a  plane's  most  costly  compo- 
nents after  the  fuselage  and  engines. 
Now  comes  the  next,  logical  genera- 


•■  By  the  Numbers 

Showtime  in  the  Sky 

Airline  passengers  are  no  longer  stuck  with  a  second-run  movie 
shown  on  a  single  wide  screen.  But  in-flight  entertainment 
systems  are  much  more  expensive  and  difficult  to  maintain. 


flij 


First  regular  in-flight  movie  debuts  on  a  TWA 
ght  from  New  York  to  San  Francisco 


C 


Per-seat  cost  for  Singapore  Airlines  to 
install  movie  system  for  first  class  and  business  class 
passengers  on  747s. 


^^^^fi  Watts  of  energy  require 

power  a  plane's  in-flight  system. 


Sources.  World  Airline  Entertainment  Association;  Singapore  Airlines 
Boeing. 


tion  of  in-flight  distractions:  LiveTV,  a 
joint  venture  of  Harris  Corp.  and 
avionics  giant  Thomson-CSF  Sextant,  is 
already  delivering  up  to  24  channels  of 
DirecTV's  satellite  programming  to 
passengers  on  two  regionals:  Legend 
Airlines,  which  flies  between  Dallas  and 
Los  Angeles,  and  JetBlue  Airways,  a 
New  York- Florida  carrier.  The  offerings 
include  everything  from  ESPN  to  the 
Food  Network.  Derek  Jeter  or  Emeril. 
Take  your  pick. 

Rupert  Murdoch's  News  Corp.  is  get- 
ting into  the  act,  too.  In  Flight  Networ 
LLC,  a  recently  formec 
partnership  between  New; 
Corp.  and  Rockwell  Inter 
national,  will  deliver  Inter- 
net and  e-mail  access 
Along  with  that  will  com< 
several  channels  of  satel 
lite-fed  entertainment  fare 
mostly  live  feeds  of  new: 
and  sports  carried  on  th< 
Fox  network. 

The  service  will  b< 
advertiser- supported 
with  a  piece  of  the  rev 
enue  pie  going  back  t( 
the  carriers.  "If  you  pro 
vide  a  compelling  rang 
of  content  that's  going  t< 


rectile  dysfunction  was  fine... 


-VIAGRA  has  shown  improvement  in  erectile 
function  in  4  out  of  5  men  compared  with 
I  out  of  4  for  sugar  tablets 

-More  than  17  million  prescriptions 
written  in  the  United  States* 

-Effective  and  well  tolerated  in  a  variety 
of  patients 

— More  than  6  million  men  in  ti 
have  been  prescribed  VIAGRA 
(I  million  were  also  taking  blood 
pressure-lowering  medication) 
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...but  VIAGRA  helper 
i      realize  what  I  was  mi 
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VIAGRA  is  not  for  everyone.  Be  sure  to  ask  your  doctor  if  your  heart  is  heakhy  enough  to  handle 
\tra  strain  of  sexual  activity.  If  you  have  chest  pains,  dizziness,  or  nausea  during  s%x,  stop  and  immedi 
;ll  your  doctor. 

If  you're  a  man  who  uses  nitrate  drugs,  never  take  VIAGRA — your  blood  pressure  could  suddenly  c 
)  an  unsafe  level.  With  VIAGRA,  the  most  common  side  effects  are  headache,  facial  flushing,  and  upset 
omach.  VIAGRA  may  also  briefly  cause  bluish  vision,  sensitivity  to  light,  or  blurred  vision.  In  the  rare  event 
'an  erection  lasting  more  than  4  hours,  seek  immediate  medical  help.  Remember  to  protect  yourself  and 
Dur  partner  from  sexually  transmitted  diseases. 


•«<e  see  patient  summary  of  information  about  VIAGRA  |25-iw),  50-mg,  IOO-iwji  tablets  on  the  following  \mqe. 


D;iIh  on  lik.   Pli/or  |nc.  New  Voik  NY 


k  your  doctor  if  a  FREE  TRIAL  of  VIAGRA  is  right  for  you. 
r  more  information,  call  I-888-4VIAGRA  or  visit  www.viagra.com. 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

VIAGRA 

(sildenafil  citrate)ubUu 

This  summary  contains  important  information  about  VIAGRA*.  I!  is  not 

meant  to  take  the  place  ol  your  doctors  instructions  Read  ttiis  information  carefully 
belore  you  start  taking  VIAGRA.  Ask  your  doctor  or  pharmacist  if  you  do  not 
understand  any  ol  this  information  or  it  you  want  to  know  more  about  VIAGRA. 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by  their  doctors 
However,  VIAGRA  is  not  for  everyone  It  is  intended  lor  use  only  by  men  who  have  a 
condition  called  erectile  dysfunction  VIAGRA  must  never  be  used  by  men 
who  are  taking  medicines  that  contain  nitrates  of  any  kind,  al  any  time. 
This  includes  nitroglycerin.  II  you  lake  VIAGRA  with  any  nitrate 
medicine  your  blood  pressure  could  suddenly  drop  to  an  unsafe  or  tile 
threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in  men  It  can  help 
many  men  who  have  erectile  dysfunction  gel  and  keep  an  erection  when  they 
become  sexually  excited  (stimulated) 

You  will  not  gel  an  erection  just  by  taking  this  medicine  VIAGRA  helps  a  man  with 
erectile  dysfunction  get  an  erection  only  when  he  is  sexually  excited 

Now  Sei  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  tills  with  more  blood  than  usual 
The  penis  then  expands  and  hardens  This  is  called  an  erection  After  the  man  is 
done  having  sex,  this  extra  blood  flows  out  ol  the  penis  back  into  the  body  The 
erection  goes  away  It  an  erection  lasts  for  a  long  time  (more  than  6  hours),  it  can 
permanently  damage  your  penis  You  should  call  a  doctor  immediately  it  you  ever 
have  a  prolonged  erection  that  lasts  mote  than  4  hours 
Some  conditions  and  medicines  interfere  with  this  natural  erection  process  The 
penis  cannot  fill  with  enough  blood  The  man  cannot  have  an  erection  This  is  called 
erectile  dyslunclion  if  it  becomes  a  frequent  problem 
During  sex,  your  head  works  harder  Therefore  sexual  activity  may  not  be  advisable 
for  people  who  have  heart  problems  Belore  you  start  any  treatment  for  erectile 
dyslunction  ask  your  doctor  it  your  heart  is  healthy  enough  lo  handle  the  extra 
strain  ol  having  sex  II  you  have  chest  pains  dizziness  o>  nausea  during  sex.  stop 
having  sex  and  immediately  tell  your  doctor  you  have  had  this  problem 

How  VIAGRA  forts 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to  sexual 
stimulation  When  a  man  is  sexually  excited.  VIAGRA  helps  the  penis  fill  with 
enough  blood  lo  cause  an  erection  After  sex  is  over,  the  erection  goes  away 

VIAGRA  Is  Not  tor  Everyone 

As  noted  above  ( Hon  Set  Atleds  We  Booty,  ask  your  doctor  it  youi  heart  is  healthy 
enough  lor  sexual  activity 

It  you  take  any  medicines  thai  contain  mtrales-either  regularly  or  as 
needed-you  should  never  lake  VIAGRA.  II  you  take  VIAGRA  with  any  nitrate 
medicine  or  recreational  drug  containing  nitrates  your  blood  pressure  could 
suddenly  drop  loan  unsafe  level  You  could  get  dizzy  taint,  or  even  nave  a  heart 
attack  or  stroke  Nitrates  are  found  in  many  prescription  medicines  that  are  used  to 
treat  angina  (chest  pain  due  to  heart  disease)  such  as 

•  nitroglycerin  (sprays  ointments  slun  patches  or  pastes,  and  tablets  that 
are  swallowed  or  dissolved  m  the  mouth) 

•  sosorbide  mononitrate  and  isosorbide  dmitrate  (tablets  that  are  wallowed 
chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amy;  nitrate : 
('poppers')  If  you  are  not  sure  it  any  ol  your  medicines  contain  nitrates,  or  il  you 
do  not  understand  ahat  nitrates  are.  ask  your  doctor  or  pharmacist 
VIAGRA  is  only  lor  patents  with  erectile  dyslunction  VIAGRA  is  not  lor  newborns. 
children,  or  women  Do  not  let  anyone  else  take  your  VIAGRA  VIAGRA  must  be 
used  only  under  a  doctors  supervision 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction  It  is  a  treatment  lor  erectile 
dysfunction 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting  sexually 

led  diseases,  including  HlV-the  virus  that  causes  AIDS 

•  VIAGRA  is  not  3  horroofts  o>  do  uhrodisidc 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 


r  heart  s  heaWry  enough  to  handle  the  extra  strain  ol  having  sei 
ure  to  Ml  your  doctor  it  you 

•  have  ever  had  any  head  problems  (e  g  angina,  chest  patn.  heart  failure 
irregular  heartbeats  or  heart  attack) 

•  have  ever  had  a  stroke 

•  have  low  or  high  mood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 


In  Flight  Network 


•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell  anemia  or 
leukemia 

•  are  allergic  lo  sildenafil  or  any  ol  the  other  ingredients  of  VIAGRA  tablets 

•  have  a  deformed  penis.  Peyronie's  disease,  or  ever  had  an  erection  that 
lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  ol  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works  Tell  your  doctor  about  any 
medicines  you  are  taking.  Do  not  start  or  stop  taking  any  medicines  belore 
checking  with  your  doctor  or  pharmacist  This  includes  prescription  and 
nonprescription  medicines  or  remedies  Remember.  VIAGRA  should  never  be  used 
with  medicines  that  contain  nitrates  (see  VIAGBA  Is  Not  lor  Everyone)  If  you  are 
taking  a  protease  inhibitor  your  dose  may  be  adjusted  (please  see  Finding  the  Bight 
Dose  tor  You )  VIAGRA  should  not  be  used  with  any  other  medical  treatments  that 
cause  erections  These  treatments  include  pills,  medicines  that  are  injected  or 
inseded  into  the  penis,  implants  or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg)  If  you  do  not  get  the 
results  you  expect,  talk  with  your  doctor  You  and  your  doctor  can  determine  the 
dose  that  works  best  for  you 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes 

•  II  you  think  you  need  a  larger  dose  ot  VIAGRA,  check  with  your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day 

II  you  are  older  than  age  65.  or  have  serious  liver  or  kidney  problems,  your  doctor 
may  start  you  at  the  lowest  dose  (25  mg)  ol  VIAGRA  II  you  are  taking  protease 
inhibitors,  such  as  lor  the  treatment  ol  HIV,  your  doctor  may  recommend  a  25  mg 
dose  and  may  limit  you  to  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a  48  hour 
period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  belore  you  plan  to  have  sex  Beginning  in  about 
30  minutes  and  tor  up  to  4  hours.  VIAGRA  can  help  you  gel  an  erection  if  you  are 
sexually  excited  II  you  take  VIAGRA  alter  a  high-lal  meal  (such  as  a  cheeseburger 
and  trench  tries),  the  medicine  may  take  a  little  longer  to  start  working  VIAGRA  can 
help  you  get  an  erection  when  you  are  sexually  excited  You  will  nol  gel  an  erection 
just  by  faking  the  pill 

Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects  These  effects  are  usually 
mild  lo  moderate  and  usually  don't  last  longer  than  a  few  hours  Some  ol  these  side 
effects  are  more  likely  lo  occur  with  higher  doses  The  most  common  side  effects  of 
VIAGRA  are  headache,  flushing  ol  the  face,  and  upset  stomach  Less  common  side 
effects  that  may  occur  are  temporary  changes  in  color  vision  (such  as  trouble  telling 
the  difference  between  blue  and  green  objects  or  having  a  blue  color  tinge  lo  them), 
eyes  being  more  sensitive  to  light,  or  blurred  vision 
In  rare  instances,  men  have  reported  an  erection  that  lasts  many  hours  You  should 
call  a  doctor  immediately  il  you  ever  have  an  erection  that  lasts  more  than  4  hours 
If  nol  heated  right  away,  permanent  damage  to  your  perns  could  occur  (see  How 
Sex  Meets  the  Body) 

Heart  attack,  stroke,  irregular  heart  beats  and  death  have  been  reported  rarely  in 
men  taking  VIAGRA  Most,  but  nol  all.  ol  these  men  had  heart  problems  belore 
taking  this  medicine  It  is  nol  possible  to  determine  whether  these  events  were 
directly  related  to  VIAGRA 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this  sheet  II  you  want 
more  information  or  develop  any  side  effects  or  symptoms  you  are  concerned  about, 
call  your  doctor 

Accidental  Overdose 

in  case  ol  accidental  overdose,  call  your  doctor  right  away 

Storiog  VIAGRA 
Keep  VIAGRA  out  ot  the  reach  of  children  Keep  VIAGRA  m  its  original  container 
Store  at  room  temperature.  SfT-fltTF  (15"-30oC) 

For  More  Information  on  VIAGRA 
VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dyslunction  Only  your 
doctor  can  decide  it  it  is  right  lor  you  This  sheet  is  only  a  summary  II  you  have  any 
Questions  or  want  more  information  about  VIAGRA  talk  with  your  doctor  or 
pharmacist  visit  www  viagra  com,  or  call  1-488-4VIAGRA 
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attract  eyeballs,  you  can  sell  advertis- 
ing," says  Jeffrey  Wales,  the  News  Corp. 
senior  vice  president  in  charge  of  the 
project.  "Advertising  generates  money, 
and  money  generates  the  ability  to  sup- 
port the  infrastructure." 

Not  the  most  original  idea,  as  many 
dot-com  execs  will  attest.  But  satellite 
and  broadband  connections  make  on- 
board advertising  more  feasible  than  it 
was  a  few  years  ago.  Wales  says  advertis- 
ers like  hotels  and  car  rental  agencies 
can  tailor  commercials  for  passengers 
on  specific  routes  and  flights. 

But  to  get  In  Flight  off  the  ground, 
Wales  will  have  to  outmaneuver  not 
only  LiveTV  but  a  new  alliance  among 
Boeing  Co.,  Loral  Space  &  Communi- 
cations Ltd.,  and  Mitsubishi  Electric 
Corp.  That  venture  will  focus  more  on 
Internet  services  than  TV  fare. 

So  far,  the  big  carriers  like  American 
and  United  are  holding  back.  They  fear 
the  complexity  of  the  new  systems, 
where  computers  imbedded  in  each 
seat  must  communicate  with  onboard, 
servers.  Many  of  the  systems  generate, 
so  much  heat  they  tax  the  plane's  air- 
conditioning. 

While  the  potential  dangers  areii 
downplayed,  heat  damage  was  found  in 
the  wiring  of  the  in-flight  entertainment 
system  on  the  Swissair  MD-11  that 
crashed  in  1998  off  the  coast  of  Novel 
Scotia,  killing  all  229  on  board.  Investi-' 
gators  have  yet  to  determine  whethei 
the  in-flight  system  was  the  cause  of  thf 
crash,  but  they  did  discover  that  the  sys- 
tem had  been  installed  improperly. 

The  new  in-flight  services  face  othei 
challenges.  Satellite-fed  programming 
doesn't  work  well  over  the  ocean,  whicl 
means  that  live  feeds  are  lost  for  inter 
national  flights. 

The  big  challenge  for  the  airline 
will  be  to  figure  out  how  to  close  th« 
one-way  spending  hole.  Until  they  dc 
expect  passengers  to  foot  the  bill  for  thi 
new  stuff,  maybe  through  more  expen 
sive  tickets.  And  look  for  the  domino  ef 
feet.  Says  Frost  &  Sullivan  analys 
Jerome  Weltsch,  "All  it  takes  is  on 
major  airline  to  buy  into  something  ani 
everyone  else  seems  to  follow." 
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Acadio.com 
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earn  more.  Go  further. 


There's  nothing  quite  like  the  rush  when 
your  career  really  takes  off.  Been  awhile? 

Recapture  the  wide-eyed  excitement  in  your  career  -  visit  Acadio.com.  Studies  show  that  almost 
half  of  all  job  promotions  come  from  acquiring  a  new  skill.  At  Acadio.com,  that's  just  what  you'll 
do.  Here  you'll  find  thousands  of  continuing  education  materials  and  self-study  products  to  propel 
you  to  a  future  as  thrilling  as  your  past.  Advancing  your  career  is  just  a  click  away,  www.acadio.com 


ACADIO  and  the  KITE  LOGO  are  trademarks  of  Acadio  Corporation  ©  ^000  Acaoio  Corp.  All  rights  reserved. 


Laser  eye  surgeons 
are  licking  their 
chops  as  procedures 
near  the  2  million 
mark.  So  are  the 
plaintiff  lawyers. 


BY  ANN  MARSH 

AFTER  A  LIFETIME  IN  COKE- 
bottle  glasses,  Martin  Smith 
underwent  the  popular  laser 
eye  surgery  called  Lasik  in 
May  of  1998.  His  vision  dete- 
riorated, and  that  July  he  went  back  for  a 
"correction."  That  didn't  work,  either.  In 
August,  strung  out  over  the  twice- 
botched  results,  he  pulled  his  car  to  the 
side  of  a  Pennsylvania  interstate  and 
walked  out  in  front  of  a  big  rig. 

"I  was  trying  to  kill  myself,"  Smith  says. 
Instead,  he  broke  40  bones  and  lost  his 
spleen  along  with  his  left  leg  below  the 
knee.  He  has  no  one  to  blame  but  himself 
for  the  suicide  attempt.  But  he  might  go 
to  court  over  the  elective  surgery  that  in- 
spired it.  Plaintiff  lawyers  around  die  coun- 
try are  paying  attention  to  stories  like  his. 

As  many  as  1 .7  million  Lasik  proce- 
dures will  be  done  this  year  and  2.7  mil- 
lion in  2001.  These  numbers  don't  in- 
clude laser  eye  surgeries  by  a  half-dozen 
less  popular  means.  Most  patients  are 
happy  with  the  results  and  throw  away 
their  glasses.  But  5%  have  postoperative 
complications!  FORBES,  Oct.  18,  1999). 

Some  trial  lawyers  are  floating  test 
cases  to  see  how  much  there  is  to  be  made 
suing  laser  eye  surgery  centers,  several  of 
which  comprise  publicly  traded  chains  like 
VisionAmciK.i  and  Canada-based  Lasik 
'ision  Corp.,  which  operates  15  laser 

■cry  centers  in  Canada  and  1 5  in  the 
asik  Vision  has  five  suits  filed  against 


it  by  unhappy  patients.  "Out  of  70,000 
procedures  [in  1999  and  the  first  quarter 
of  this  year],  there  are  five  complaints, 
which  is  a  negligible  number,"  says  Lasik 
Vision's  general  counsel  Thea  Pilutik. 

Other  potential  targets:  the  ophthal- 
mologists who  operate  and  the  referring 
optometrists.  The  first  few  suits  could 
represent  the  trickle  before  the  flood. 

More  than  1,000  patients  with  bad 
results  have  rallied  together  on  Surgi- 
caleyes.com,  making  it  easy  for  plaintiff 
lawyers  to  find  them.  There's  Roger 
Davis,  36,  a  scholar  and  writer  who  now 
suffers  from  blurred  vision  and  severe 
dry  eyes.  After  her  surgery,  Kimberlee 
Murphy,  a  31 -year-old  flight  attendant, 
developed  "floaters,"  bits  of  tissue  that 
appear  in  front  of  her  eyes  and  obstruct 
her  vision.  One  Illinois  optometrist, 
whose  own  botched  eyes  could  make 
him  a  potent  witness,  says  he  would  join 
a  suit:  "I  feel  like  my  doctor  didn't  warn 
me  that,  with  my  amount  of  correction, 
there  were  higher  risks  of  complica- 
tions." He  must  now  undergo  further 
corrective  surgeries,  which  his  ophthal- 
mologist calls  "enhancements." 

Washington,  D.C.-based  trial  lawyer 
Aaron  Levine  smells  serious  opportunity 
here.  He  has  reviewed  Martin  Smith's 
case  and  is  deposing  witnesses  in  some  of 
his  30  other  laser  eye  surgery  cases. 
Levine  built  his  business,  and  a  fine  col- 
lection of  contemporary  art,  suing  the 
makers  of  breast  implants,  pacemakers 


and  intrauterine  devices.  In  1998  he  won 
the  first  significant  Fen-Phen  settlement 
against  American  Home  Products 
maker  of  the  controversial  diet  drug 
Now  he's  after  the  factory-like  centers  ir 
malls,  where  passersby  often  gawl 
through  windows  at  hapless  patient: 
with  their  anesthetized  eyes  pinned  oper 
to  take  a  pulse  of  the  beam.  "They're  no 
practicing  medicine,"  Levine  says 
"They're  practicing  merchandising." 

There's  ample  financial  incentive  t< 
treat  patients  by  the  carload.  The  averag 
cost  for  two  eyes  hovers  at  $4,000  for  les 
than  20  minutes  of  work  Ontario-base< 
TLC  Laser  Eye  Centers  has  surgeons  wh< 
do  up  to  50  procedures  a  day.  Op 
tometrists  who  refer  patients  take  awa 
commissions  of  up  to  $1,500.  Practition 
ers  will  spend  an  estimated  $310  millio: 
on  advertising  this  year. 

There  are  a  host  of  physical  precor 
ditions  that  should,  but  sometimes  d 
not,  preclude  a  patient  from  undergoin 
the  procedure.  The  most  basic  of  thes 
include  glaucoma,  cataracts  and  diabete 
Another  risk  is  having  large  pupils.  Mai 
tin  Smith  has  them,  a  fact  he  claims  h 
ophthalmologist  neglected  to  bring  to  h 
attention. 

Smith's  surgery  has  left  him  wit 
double  vision  and  night  blindnes 
Levine,  whose  son  is  also  a  lawyer  in  h 
firm,  expects  laser  eye  litigation  to  haj 
staying  power.  "I  think  my  son's  going  j 
be  taking  over  on  this." 
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•   La  Tour  Eiffel,  Champb-de-Mars,  Paris 


•   Price:  Not  currently  on  market 


Prevailing  market  rates:   F55,DOD/  sq.  m 


•  Tallest  structure  in   Paris 


•  Topped  with  broadcast  antennae 


•  Telecommunications,  c'est  magnifique 


•   Recommendation:  Wait 
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Local  experts  intentionally. 
Global  status  incidentally. 


Any   real   estate  firm   can   hang 
its   sign    in   office  windows   on 
two   continents   and    call    itself 
global.  It's    succeeding   locally 
that's   the   challenging   part.  At 
Colliers    International,  we've 
been    meeting  that  challenge  for 
over  25   years.  Our   knowledge 
of  your  local   market  means 
you   get  the   competent,  capa- 
ble  input  necessary  for  good 
business.  And  good   business   is 
the  currency  of  success   no   mat- 
ter where  you   are. 

Global  breadth.  Local  depth. 

Commercial  Real  Estate  Services  Worldwide 


Colliers  International  USA  Headquarters 
Boston,  Massachusetts 
617  722  0221 

www.colliers.com 
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BY  PETER  BRIMELOW 


Stocks:  The  Big  Picture 

Homer  nods,  and  even  this  great  bull  market  stumbles— occasionally. 
So  where  does  it  stand  now  relative  to  the  two-century  trend  line? 
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' ...  so  stocks  could 
move  sideways  for 
eight  years  before 
returning  to  trend. 
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OVER  THE  PAST  200  YEARS  U.S.  STOCKS  HAVE  AVERAGED 
7.1%  real  annual  total  return — that  is,  a  return  adjuste 
for  inflation,  with  dividends  reinvested.  So  calculat 
the  Wharton  School's  Professor  Jeremy  Siegel,  author 
Stocks  for  the  Long  Run  (McGraw-Hill,  1998).  Draw  a  regre 
sion  line  through  the  annual  adjusted  return  data  points  ax 
you  have  the  relentless  upward  push  displayed  above. 

The  cumulative  return  has  strayed  at  times  from  t) 
trend  line,  but  eventually  comes  back.  Where  does  that  leaf 
today's  buyer  of  stocks?  Not  very  comfortable.  At  curret 
prices  stocks  are  40%  above  trend,  a  level  most  recent 
reached  only  in  1965  and  in  (ahem)  1928.  Stock  prices  coi 
move  sideways  for  eight  years  and  still  leave  the  cumulati 
return  above  its  long-term  trend  line. 

That  doesn't  absolutely  prove  there  is  no  upside  possible  t 
tween  now  and  2010;  in  the  past  stocks  have  gone  as  long  as  t\ 
decades  veering  off  trend.  Siegel  himself  is  reluctant  to  dr; 
conclusions.  He  notes  he  was  publicly  bearish  about  tech  stod 
in  March  (right)  but  that  he  told  FORBES  (Sept.  21,  1998)  "tl 
big  break"  was  happening  when  the  market  stumbled  duri 
the  Asian  crisis  (wrong).  Right  now  he  says  he's  "not  partic 
larly  pessimistic" — unless  the  Fed  tightens  dramatically. 

Research:  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute, 
Indianapolis.  edwitiT@hudson.org. 

Trend  line  is  a  regression  line  drawn  through  annual  data  points  representing  cumulative  total  r 
return  of  a  broad  measure  of  stocks  over  200  years  Real  total  return  is  for  the  S&P  500.  Source: 
Jeremy  Siegel.  the  Wharton  School.  University  of  Pennsylvania. 


100.000 


90      '91       92       93      '94       95      '96      '97      '98      "99    '  '00    '  '01      '02      '03    '  '04    '  '05    '  '06      '07 


ECIAL  ADVERTISING  SECTION 


A  SURE  INVESTMENT 


by  Sharon  H.  Fitzgerald 


HOW  MANY  THINGS  IN  LIFE  ARE  A  SURE  BET? 
CERTAINTY,  AN  ABSOLUTE?  A  WEST  VIRGINIA 
INVESTMENT  SURE  IS— AND  THE  STATE  HAS  THE 
BUSINESS  DEVELOPMENT  NUMBERS  TO  PROVE  IT. 


©overnor  Cecil  H.  Under- 
wood called  West  Vir- 
ginia's economic  growth 
vibrant  and  dynamic" 
when  his  state  earned  a  No.  8  ranking 
in  a  recent  Site  Selection  magazine. 
The  ranking  recognized  the  number  of 
jobs  created  per  million  residents  over 
the  past  three  years.  In  1998,  The 
Dun  &  Bradstreet  Corporation  named 
West  Virginia  second  in  the  nation  for 
new  business  development,  with  a 
12.3%  increase  over  1997  figures  for 
new  business  starts.  All  the  while  the 
number  of  business  launches  nation- 
wide fell  by  7%.  '- 

Thus,  it  was  no  surprise  when 
I  Moody's  Investors  Service  upgraded 
jthe  state's  bond  rating  from  Al  to  Aa3 
Mast  year.  The  independent  credit  rater 

|:ited  West  Virginia's  "economic  diver- 
sification and  positive  growth"  and  its 
1  low-cost  advantage." 

That  low-cost  advantage  is  a  power- 
ul  West  Virginia  lure.  Transportation 
and  distribution  costs  are  slashed  in 
Vest  Virginia  because  of  the  state's 


strategic  location  —  you  can  ship 
overnight  to  two-thirds  of  America's 
population  and  one-third  of  Canada's. 
Energy  costs  are  among  the  lowest  in 
the  nation,  and  healthcare  costs  are 
20%  below  the  national  average. 

The  state  also  offers  a  host  of  tax 
incentives,  industrial  revenue  bonds, 
financing  alternatives  and  flexible  loan 
programs  that  make  a  business  start- 
up or  expansion  a  cost-effective  ven- 
ture. For  example,  the  Super  Tax  Credit 
is  designed  for  companies  that  create 
jobs  in  industries  such  as  manufactur- 
ing, information  processing,  distribu- 
tion and  tourism.  Incentives  reward 
relocation  of  corporate  headquarters, 
warehousing,  venture  capital  formation, 
wood  processing,  research  and  devel- 
opment, industrial  expansions  and  revi- 
talizations,  and  other  enterprises. 

IT'S  GUARANTEED 

Worker  training  and  continuing  edu- 
cation can  eat  away  at  a  company's 
bottom  line.  But  in  West  Virginia,  the 
state  is  partnering  with  the  public  and 


Charleston,  West  Virginia 


private  sectors  to  ensure  a  qualified, 
educated  workforce. 

Since  1991,  companies  locating  or 
expanding  in  West  Virginia  are  assured 
competent,  skilled  labor.  The  Governor's 
Guaranteed  Work  Force  Program  is  a 
promise  by  the  state  to  deliver  cus- 
tomized training  and  training  grants  to 
meet  short-term  and  long-term  workforce 
education  needs.  This  award-winning  pro- 
gram is  a  success  because  of  its  foun- 
dation —  West  Virginia  workers,  known 
for  their  high  productivity,  low  absen- 
teeism and  peerless  job  loyalty. 

These  workers,  of  course,  are  prod- 
ucts of  West  Virginia  schools,  which 
garnered  the  highest  marks  of  any 
state  in  the  "Quality  Counts"  report 
released  in  January  by  Education 
Week  magazine.  West  Virginia  has 
received  top  marks  for  four  straight 
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Denis  F.  Parisien 
Managing  Director 

Pratt  &  Whitney 

Located  in  Bridgeport,  West  Virginia, 
since  1971,  Pratt  &  Whitney  Engine 
Services,  Inc.  (PWES)  has  seen  four 
major  expansions  in  its  29-year  histo- 
ry. "Two  factors  continue  to  encourage 
PWES  to  invest  in  the  future  of  our 
company  in  West  Virginia  —  the 
exceptional  quality  of  the  workforce 
within  the  area  and  the  business 
friendly  environment,"  states  Denis  F. 
Parisien.  managing  director  for  Pratt 
&  Whitney  Canada  (P&WC)  service 
center  overhaul  and  repair  network. 

PWES  has  emerged  as  the  leader 
in  providing  world-class  overhaul  and 
repair  services  to  the  owners  of 
P&WC  powered  aircraft.  We  offer 
"one-stop-shop"  service  committed  to 
keep  you  flying.  In  fact,  our  Wing-to- 
Wing'M  service  offers  one  of  the  short- 
est possible  off-wing  times.  Through 
our  cost  guarantee  plan  and  flat-rate 
programs,  we  help  you  manage  your 
costs  efficiently.  Our  goal  is  to  provide 
integrated  solutions  with  a  compre- 
hensive approach  to  your  mainte- 
nance needs. 

In  addition  to  our  Bridgeport  facil- 
ity, we  have  seven  conveniently 
located  Regional  Service  Centers 
throughout  the  U.S  to  ensure  that 
we  can  service  you  locally. 


rt  P 
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For  mere  information 
on  PWES.  please  call 
1-800^53-3838. 


years.  The  state  earned  an  "A"  this 
year  in  the  category  of  resources  ade- 
quacy, which  in  part  reflects  West  Vir- 
ginia's commitment  to  an  ambitious 
technology  education  initiative.  Also, 
Education  Week,  in  its  "Technology 
Counts"  report,  hailed  West  Virginia 
as  a  1999  national  leader  in  several 
key  areas  of  education  technology.  In 
fact,  West  Virginia's  high-tech  empha- 
sis is  reflected  in  education  at  every, 
level,  from  kindergarten  classrooms 
to  university  campuses. 

CAMPUS  TECHNOLOGY 

To  serve  business  and  industry  in 
the  Ohio  and  Kanawha  valleys,  state- 
supported  Marshall  University's  Grad- 
uate School  of  Information,  Technol- 
ogy and  Engineering  increased 
degree  offerings  in  engineering  and 
technical  fields.  Its  Institute  for  Busi- 
ness Development  hosts  the  Center 
for  Education  and  Research  with 
Industry,  founded  to  promote  campus- 
business-government  links  to  further 
economic  growth. 

The  name  of  the  game  at  West  Vir- 
ginia University's  Concurrent  Engi- 
neering Research  Center  is  applied 
research.  The  center  teams  with  gov- 


houses  the  Office  of  Law  Enforcement 
Technology  Commercialization,  which 
works  to  identify  new  technologies  that 
result  in  effective,  affordable  and  safe 
products  for  use  by  police  and  correc- 
tions officers.  The  Erma  Ora  Byrd 
Center  for  Educational  Technologies 
partners  with  educational  facilities  to 
improve  classroom  teaching;  it's  the 
home  of  NASA's  Classroom  of  the 
Future,  which  develops  technology- 
based  tools  for  educational  use,  bridg- 
ing the  gap  between  classrooms  and 
NASA  scientists. 

University  President  Tom  Acker  calls 
these  federal  initiatives  on  his 
campus  "halfway  houses  to  the  out- 
side world  for  our  students,  who  can 
then  participate  directly  with  business 


West  Virginia's  high-tech  emphasis  is  reflected  in 
education  at  every  level,  from  kindergarten  class- 
rooms to  university  campuses. 


ernment.  academia  and  industry  to, 
for  example,  design  and  test  proto- 
types or  teach  advanced  technical 
courses  in  an  industry  setting. 

Wheeling  Jesuit  University  is  the 
home  of  the  Robert  C.  Byrd  National 
Technology  Transfer  Center,  funded  by 
NASA  to  ensure  that  American  tech- 
nology reaches  the  marketplace  and, 
thus,  creates  jobs.  The  center  also 


or  development  programs."  Last  year 
U.S.  News  &  World  Report  identifiec 
Wheeling  Jesuit  as  one  of  the  15  bes 
universities  in  12  southern  states. 
;  The  university  is  also  home  to  the 
Alan  B.  Mollohan  Challenger  Learn 
ing  Center,  one  of  a  network  o 
hands-on  laboratories  offering  stu 
dents  and  teachers  a  simulate! 
space  flight  experience. 


bid  you  bm  lk  tau  rieuL. 

the  priest,  the  officer,  the  student,  the  inventor, 

the  professor  and  the  astronaut? 


Wheeling 

JESUIT 

University 


Wheeling  Jesuit  University,  ranked  as  a  top  university  in  the  southern  region  by  U.S.News  &  World  Report, 
melds  an  innovative,  state-of-the-art  campus  with  government,  industry  and  education. 
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The  Robert  C.  Byrd  The  Erma  Ora  Byrd 

National  Technology  Transfer  Center  Center  for  Educational  Technologies 


The  Office  of  Law  Enforcement 
Technology  Commercialization 
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The  Challenger  Learning  Center 
Alan  B.  Mollohan  Spacecraft  Simulator 


www.wju.edu  1.800.624.6992 
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HIGH-TECH  TEAMWORK 

Interstate  79  through  northern  West 
Virginia  is  a  belt  of  high-tech  initiative 
with  a  global  reputation.  In  what  is 
known  as  the  1-79  Technology  Corridor, 
sophisticated  public  and  private  facili- 
ties take  advantage  of  a  skilled  work- 
force and  the  region's  proximity  to 
Washington,  D.C.,  and  major  markets. 
The  mission  of  the  West  Virginia  High- 
Technology  Consortium  Foundation  is 
to  forge  business  partnerships  between 
the  federal  government  and  information 
technology  firms. 

The  region's  Benedum  Airport  in 
Bridgeport  hosts  the  Mid-Atlantic  Aero- 
space Complex  (MAAC),  home  to  some 
of  the  world's  premier  aerospace  com- 
panies —  Pratt  &  Whitney  Engine  Ser- 
vices, Aurora  Right  Sciences  of  West  Vir- 
ginia, Bombardier  Aerospace,  Lockheed 
Martin,  Northrop  Grumman,  KCI  Aviation 
and  FMW  Rubber  Products.  Earlier  this 
year,  these  MAAC  companies  worked 
cooperatively  with  the  Governor's  Guar- 
anteed Work  Force  Program,  the  Robert 
C.  Byrd  National  Aerospace  Education 
Center  and  Fairmont  State  College  to 
launch  pre-employment,  aerospace- 
industry  training. 

This  model  public-private  initiative  fea- 
tures a  three-tiered  curriculum  that  cul- 
minates in  apprenticeships.  Employees 
at  MAAC  companies  teach  the  courses. 
In  return  for  tuition,  students  who  suc- 


cessfully complete  the  training  are  guar- 
anteed an  employment  interview  with  at 
least  one  MAAC  company. 

Public-private  partnerships  are  eco- 
nomic mainstays  in  West  Virginia. 
Another  example  is  an  initiative 
launched  last  year  to  provide  trained 
workers  for  the  state's  burgeoning  wood 
products  industry.  Efforts  of  the  non- 
profit West  Virginia  Wood  Industry  Train- 
ing and  Technology  Assistance  Consor- 
tium include  a  pilot  training  program  and 
environmental  consultation. 

THE  CLUSTER  EFFECT 

The  lumber  and  wood  products  indus- 
try is  focused  in  southern  and  central 
West  Virginia  and  is  sustained  by  one  of 
the  state's  most  prodigious  and  majes- 
tic renewable  resources  —  hardwood 
timber.  Energy-producing  fuels  such  as 
coal  and  natural  gas  are  moneymakers 
in  the  state's  southwestern  corner.  The 
region  is  a  leading  exporter  of  coal  from 
the  U.S.  to  foreign  markets,  yet  it  is  also 
successfully  diversifying  thanks  to 
improved  transportation  and  telecom- 
munications networks. 

West  Virginia's  pockets  of  industry 
specialization  are  a  unique  character- 
istic of  the  Mountain  State  and  are  a 
prime  reason  why  customized  training 
programs  that  target  specific  industries 
are  so  effective. 

The  tip  of  the  northern  panhandle  is 
steel  country,  where  giants  like  Weirton 
Steel  and  Wheeling-Pittsburgh  Steel 
employ  more  than  10,000  workers 
combined.  Meanwhile,  the  eastern  pan- 
handle is  making  a  name  for  itself  in 
the  publishing  industry  —  Quebecor 
Printing  and  Quad/Graphics  Inc.  have 
both  set  up  shop  in  Berkeley  County. 

There's  a  certain  chemistry  to  the 
economy  of  northwest  West  Virginia, 
where  the  largest  concentration  of  poly- 
mer producers  in  the  world  is  located. 


Major  players  are  DuPont  and  GE  Plas- 
tics. These  industry  titans  and  many 
others  are  active  in  a  public-private 
coalition  called  the  Polymer  Alliance 
Zone  (PAZ).  Zone  members  work  coop- 
eratively to  encourage  joint  activities 
and  sell  the  region  as  a  polymer  hot 
spot  with  the  specialized  workforce  and 
infrastructure  to  support  growth  in  that 
sector.  Just  like  the  aerospace  part- 
nership, the  PAZ  launched  a  pre-employ- 
ment training  program  last  year. 

Success  of  the  PAZ  was  the  catalyst 
for  a  similar  project  to  its  south,  the 
Chemical  Alliance  Zone.  A  goal  of  this 
alliance  is  to  lure  to  the  area  manufac- 
turers that  use  its  members'  chemical 
products,  thus  building  a  regional  net- 
work of  suppliers  and  consumers. 

This  region  is  already  accomplishing 
a  similar  supplier  chain  in  the  automo- 
tive arena.  In  Putnam  County  near  Buf- 
falo, Toyota  Motor  Manufacturing  began 
production  of  four-cylinder  engines  in 
1998.  This  year,  the  plant  begins  pro- 
duction of  V-6  engines  and  in  2001  will 
become  the  first  Toyota  facility  outside 
of  Japan  to  produce  automatic  trans 
missions.  Representing  an  investment 
of  $900  million,  the  plant  will  employ 
800  people  when  it's  fully  operational. 
Already,  vehicle-manufacturing  suppliers 
are  flocking  to  the  area,  lured  by  Toyota 
and  the  abundance  of  major  highways, 
including  three  interstates. 


; 
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IITTING  THE  ROAD 

Six  interstate  routes,  as  well  as 
xtensive  air  and  rail  alternatives, 
;ed  West  Virginia's  economy.  The 
hio  River  system,  featuring  a  net- 
ork  of  modern  river  terminals  and 
ublic  ports,  offers  a  cost-effective, 
irect  link  to  the  Midwest  and  the 
ulf  of  Mexico. 

West  Virginia's  strategic  location 
nd  myriad  transportation  options 
lake  the  state  attractive  to  ware- 
ousing  and  distribution  operations, 
lothiers  such  as  Coldwater  Creek 
stablished  distribution  centers  in  the 
tate  during  1999,  and  Parcel/ Direct, 
sister  distribution  company  of 
luad/Graphics,  handles  300,000 
arcels  daily  for  customers  that  need 
re-postal-service  sorting. 


A  GLOBAL  PERSPECTIVE 

Forging  economic  relationships 
around  the  world  is  a  West  Virginia 
priority.  The  state's  Asian  connections 
are  strong  with  international  trade 
offices  in  Japan  and  Taiwan.  West  Vir- 
ginia opened  its  third  trade  office,  this 
one  in  Munich,  Germany,  last  year. 
Germany  is  the  largest  market  for 
exports  from  the  Mountain  State.  On 
the  flip  side,  more  than  60  foreign- 
held  companies  employ  more  than 
35,000  workers  in  West  Virginia,  evi- 
dence that  the  state's  low  cost  of 
doing  business  and  high  quality  of  life 
are  corporate  magnets. 

In  fact,  West  Virginia's  famed  scenic 
beauty,  cultural  offerings  and  recre- 
ational opportunities  make  lifelong  res- 
idents of  workers  who  relocate  to  the 


West  Virginia's  strategic  location  and  myriad 
transportation  options  make  the  state  attractive 
to  warehousing  and  distribution  operations. 


Hand  in  hand  with  distribution  expan- 

ion  is  growth  in  telecommunications 

entures  such  as  call  centers  —  thanks 

d    more    than    100,000    miles    of 

ber-optic  cable   and   100%  digital 

witching.  Thus,  teleservices,  customer- 

lteraction    and    other   information- 

itensive  operations  are  congregating 

i  the  Mountain  State.  E-commerce 

'tailer  Amazon.com  just  opened  an 

ast  Coast  customer-service  center  in 

untington.  Millennium  Teleservices  is 

eating   500    new  jobs    in    Logan 

sunty  this  year  with  the  opening  of  its 

nth  West  Virginia  call  center.  A  major 

lecommunications    infrastructure 

>grade  by  Bell  Atlantic  prompted  a 

cond  West  Virginia  call  center  for 

leTech  Holdings,  which  manages 

stomer   communications   for   its 

tional  and  international  clients. 


area.  Known  as  the  ski  capital  of  the 
mid-Atlantic,  the  state  boasts  five  major 
ski  resorts,  and  its  mountains  draw  avid 
bikers,  backpackers  and  hikers.  The 
best  Whitewater  rafting  east  of  the 
Rockies  is  found  in  West  Virginia,  as 
well  as  top  golf  courses  and  cultural 
amenities.  For  a  touch  of  class,  there's 
the  splendor  of  The  Greenbrier  resort  in 
White  Sulphur  Springs. 

in  short,  West  Virginia's  quality  of 
life  is  unparalleled.  For  24  consecu- 
tive years,  the  state  has  logged  the 
lowest  crime  rate  of  any  state  in  the 
nation.  Also,  life  is  simply  more 
affordable  in  West  Virginia,  with  a  low 
cost  of  living  and  low  property  taxes, 
which  translate  into  a  high  rate  of 
home  ownership  —  proof  that  West 
Virginians  believe  that  West  Virginia 
is  a  sure  investment.  * 


Dr.  Janet  Dudley-Eshbach 
President 

Fairmont  State  College 

Fairmont  State  College  is  a  primary 
force  in  West  Virginia  economic  devel- 
opment. Through  outstanding  profes- 
sional and  workforce  development 
programs  in  fields  such  as  health, 
education,  information  technology 
and  aerospace,  Fairmont  State  pre- 
pares students  for  a  future  of  chal- 
lenge and  opportunity. 

Fairmont  State  has  partnered 

ith  the  FBI,  the  West  Virginia 
High  Technology  Consortium, 
Pratt  &  Whitney,  Bombardier  Aero- 
space/Shorts, Consolidation  Coal, 
Allegheny  Energy  and  other  busi- 
nesses and  organizations  to  focus 
on  the  workforce  training  needs  of 
the  region. 

Accessible  Fairmont  State  facili- 
ties along  the  1-79  High  Technology 
Corridor  in  Fairmont,  Clarksburg 
and  Bridgeport  are  convenient  and 
cost-efficient  resources,  providing 
the  educated  workforce  business 
and  industry  need. 

"With  its  integrated  community 
college,  training  and  four-year  pro- 
grams," says  Congressman  Alan  B. 
Mollohan,  "Fairmont  State  College 
is  strong  and  wonderfully  well- 
organized  to  meet  the  broad  spec- 
trum of  training  and  educational 
needs  in  the  entire  North-Central 
West  Virginia  region." 


FAIRMONT 


www.fiscwv.edu 


,  'ur  skilled  work  force  and  warp-speed 
computer  network  services  draw  rave  reviews. 
Just  ask  John  Chambers,  CEO  of  Cisco  Systems, 
Inc.,  the  West  Virginia  native  Fortune  magazine 
calls  the  "real  king  of  the  Internet.  " 

Cisco  is  using  West  Virginia's  sophisticated 
telecommunications  infrastructure  to  train  a 
new  generation  of  IT  professionals  through  its 
Networking  Academy  Program.  Students  in  this 
program  gain  practical  computer  networking 
knowledge  and  emerge  prepared  to  fill  immediate 
openings  in  information  technology  and 
related  fields. 

Cisco's  Regional  Networking  Academies  at 
West  Virginia  University  and  Marshall  University 
utilize  computer  systems  built  on  West  Virginia's 
100  percent  digital  switching  network,  which 
features  services  such  as  ISDN,  Frame  Relay 
DOS,  Digital  Centrac,  and  ATM. 

West  Virginia's  skilled,  dedicated,  experienced  and 
loyal  work  force  is  ready  to  put  the  power  of  this 
technology  to  work  for  your  business. 


\    workers  power 


omorrow  s 


technology 


Wat  Virginia  Development  Office 
1900  Kanawha  Boulevard.  East 
Charleston.  West  Virginia  25305-03 J 1 
Telephone  304  558  . 

Fax  304  558  0449 

Toll  Free  1  800  982  1 186 

www.uwdo.org 
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House  Rules: 
Mo  Discounting 

he  Texas  real  estate  battle  seems 
o  be  about  the  Web.  It's  really 
bout  squelching  price  cutters. 


f  LYNN  COOK 

i  BOM  KNEW  THE  INTERNET  WOULD  BRING  CONVENIENCE 
IF  and  savings  to  the  consumer  while  threatening  the  es- 
*  tablished  order.  Now  here  comes  a  vivid  illustration  of 
jw  the  battle  is  playing  out  in  the  Texas  home-brokerage 
jsiness.  Houston-based  ERealty.com  wants  to  put  the  Mul- 
ple  Listing  Service  of  homes  up  for  sale  in  Austin  on  its  own 
leb  site.  Realtors  in  Austin  are  suing  to  stop  ERealty. 

ERealty's  offense?  Ostensibly,  invading  the  privacy  of 
Dmesellers  and  impairing  the  integrity  of  the  MLS  database, 
at  both  arguments  are  weak.  Austin  Realtors  has  its  own 
feb  site  with  the  same  MLS  data  and  even  sells  the  informa- 
3n  to  sites  like  Realtor.com  that  are  supported  by  advertis- 
g.  On  both  the  ERealty.com  and  Realtor.com  sites  home- 
llers  can  suppress  street  addresses  if  they  are  worried  about 
irglars.  Meanwhile  there  is  scant  evidence  that  ERealty 
irrupted  the  MLS  data. 

No,  the  real  offense  of  the  upstart  in  Houston  is  some- 
ing  else  entirely:  cutting  rates.  ERealty,  a  full-fledged  broker 
ith  18  agents,  has  slashed  the  commissions  it  charges  home- 
llers  to  4.5%  from  the  customary  6%,  and  gives  a  1%  rebate 

homebuyers. 

Discount  brokers  are  nothing  new,  but  until  the  Internet 
me  along  they  never  made  much  of  a  dent  in  the  industry. 
iey  tended  to  be  small, 


dependent  agents  who 

Ivertised  in  the  back  of 

e  phone  book. 
ERealty  is  counting  on 

e  Internet  and  advertising 
generate  big  volume.  A 

oker  representing  the 
yer  of  a  home  listed 
ERealty  will  still  get 
i  standard  3%  cut  while 
ealty,  as  listing  broker,  is 
ling  to  take  only  1 .5% — 
it's  4.5%  minus  3%. 
would  be  suicidal  for 


Itl  ii  mil  #*i* 


Homebuyers  want  databases, 
not  salesmanship. 


a 


million  MLS  iistings 
are  featured  on  Realtor.com. 


of  Web  users  looking  for 
a  home  purchased  one  they 
iw  on  the  Internet. 


of  homeseekers  using 
the  Web  searched  for 
property  listed  for 
$200,000  or  less. 

Source:  The  NPO  Group. 


ERealty  to  offer  anything  less  than  3%  to  the  broker  who 
shows  the  house  to  the  seller.  After  all,  these  brokers  still  have 
plenty  of  3%  houses  to  steer  buyers  to.)  When  ERealty  repre- 
sents the  buyer  of  a  home  that  some  other  broker  listed, 
ERealty  makes  only  2%  because  of  the  1%  rebate. 

Can  the  full-fee  brokers  put  a  stop  to  this  price  cutting? 
Not  easily.  If  they  boycotted  ERealty  listings — and  ERealty 
could  prove  an  anticompetitive  motive — then  they  could 
have  a  costly  antitrust  suit  on  their  hands. 

When  ERealty  first  started  operating  in  December,  no 
one  seemed  to  care  that  it  was  putting  the  MLS  on  its  Web 
site.  It  was  only  after  the  dot-com  rolled  out  a  massive  ad 
campaign  in  January  that  realtors  protested.  The  Austin 
Board  of  Realtors  then  rewrote  its  bylaws,  precluding  any- 
one from  reproducing  the  MLS  online  without  approval.  It 
claims  it  owns  the  copyright  to  the  MLS  and  so  is  free  to 
govern  how  it's  used. 

So  far  the  Austin  Board  is  on  the  losing  side  of  the  suit. 
One  of  its  arguments — that  ERealty's  Web  site  gives  the  com- 
pany an  unfair  competitive  advantage — was  dismissed  by 
Federal  District  Judge  James  R.  Nowlin.  The  Internet,  he 
wrote  in  a  preliminary  ruling,  is  just  another  medium  to  dis- 
tribute the  MLS. 

ERealty  plans  to  expand  from  3  to  12  cities  this  year,  while 
fellow  commission-discounter  ZipRealty.com  wants  to  go 
from  8  to  20  cities.  If  they  succeed,  traditional  brokers  are 
going  to  be  hurting. 

"A  lot  of  customers  have  decided  they  don't  want  to  ride 
around  in  the  back  of  a  Cadillac  with  a  55-year-old  and  let 
him  filter  the  information,"  says  ERealty  President  Russell 
Capper,  50.  And  a  lot  of  customers  may  be  tired  of  paying 
6%  to  move.  F 
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Duperreault  isn't 

the  one  taking  it  in 

the  shorts. 
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Upstart  Ace  has  become  the  thorn  in  the  side 
of  rival  insurers.  Sometimes  they  play  mean. 


BY  CARRIE  COOLIDGE 

ZIPPING  TO  WORK  ON  HIS  S(  O0E  K. 
clad  in  tan  Bermuda  shorts,  high 
navy  knee  socks  and  a  blazer, 
Brian  Duperreault  hardly  seems  the 
picture  of  a  corporate  shark.  Looks  can 
h  deceiving.  In  tact,  the  53-year-old 
li  lirman  of  offshore  based  Ace  Lim- 
taking  a  bite  out  ol  stateside  in- 


surance giants  like  Chubb,  Hartford  Fi- 
nancial Services  and  American  Interna- 
tional Group. 

So  much  so  that  Ace,  now  one  of 
the  20  largest  commercial  property/ca- 
sualty players  in  the  U.S.  and  Europe, 
has  been  the  target  not  only  of  harsh 
words  but  also  scrutiny  of  its  Bermuda 
tax  advantage.  Renewed  litigation  seeks 


to  cloud  the  future  of  Duperreault'l 
prized  acquisition. 

:  This  winter  Ace's  U.S.-based  coral 
petitors  raised  a  stink  about  a  tax  rul( 
that  enables  a  corporate  parent  ir 
Bermuda  to  import  premiums  free  o 
corporate  income  tax  by  reinsurinj 
some  policies  sold  by  its  American  sub 
sidiary.  Why  was  a  rule  on  the  book 
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NetJets: 

For  People 

Who  Value  Experience, 

Choice  and  Time. 


ence  Counts 

,  Executive  Jet,  Inc.  introduced  the 
fractional  aircraft  ownership  program, 
onizing  business  aviation  and  making 
affordable  than  ever  before.  This  year, 
f  more  than  180,000  flights  to  over  90 
es  to  support  our  NetJets  fractional 
owners.  You  buy  only  what  you  need 
your  transportation  requirements, 
lility,  costs  and  a  buyback  of  your  asset 
ranteed. 

!s  Matter 

offers  12  different  types  of  the  world's 
afest  and  most  reliable  light,  midsize  and 
ibin  aircraft  to  meet  our  owners'  varying 


needs.  In  2000,  we  will  operate  over  330  aircraft 
to  support  our  NetJets  owners.  Since  1997, 
NetJets  has  ordered  40%  of  the  world's  business 
jets  (over  600  aircraft  worth  $13  billion). 

Time  Counts 

NetJets  owners  gain  time  and  efficiency  while 
balancing  their  business  and  personal  lives. 
NetJets  programs  are  available  in  the  U.S., 
Europe  and  the  Middle  East.  Owners  can  fly  in 
any  NetJets  program  on  an  interchange  basis 
without  having  to  purchase  additional  shares. 

The  Industry  Leader 

Since  1963,  we  have  gained  more  corporate 
aviation  experience  than  any  other  company. 
With  the  most  advanced  management  software 


system  in  corporate  aviation,  NetJets  provides 
you  with  the  world's  most  personalized  service. 
Benefit  from  our  experience...  have  more  aircraft 
choices...  and  gain  valuable  time.  Choose  NetJets 
and  find  out  how  affordable  the  ultimate  in 
business  and  personal  transportation  can  be. 

1-800-821-2299 

www.netjets.com 

NetJets^ 


<s 


xecurive jet 


The  pioneer  and  worldwide  leader  in 
fractional  aircraft  ownership.'" 

Executive  Jet  is  a  Berkshire  Hathaway  Company 


ig  Business  Jet 


Gulfstream  V 


ul    Falcon  2000 


Cessna  Citation  X 


Raytheon  Hawker  Horizon 
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on  Hawker  1000 
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Citation  VII 


Cessna  Citation  Exc 


Citation  V  Ultra 


Ace  Limited 


Despite  hacking  legislation  to  end  Ace's  "sweetheart"  A 


since  1986  suddenly  front-page  fodder 
for  the  New  York  Times7.  "A  combina- 
tion of  really  feeling  threatened,  and 
jealousy,"  says  Michael  Paisan,  senior 
insurance  analyst  with  Keefe,  Bruyette 
&  Woods.  "They  all  really  wanted  this 
business.  Ace  got  it,  and  now  they  want 
to  make  them  regret  it." 

Ace's  snatching  last  July  of  INA, 
Cigna  Corp.'s  property/casualty  busi- 
ness, has  pitted  it  against  Chubb  and 
Hartford.  These  rivals  coveted  INA's  in- 
ternational operations  but  knew  Cigna 
would  refuse  to  sell  it  as  a  separate  entity. 
It  would  only  part  with  INA  in  a  package 
deal  that  included  the  fat,  bureaucratic, 
moneylosing  domestic  operations,  too. 

Duperreault  stepped  up  to  the  plate 
when  the  bigger  boys  hid  in  the  dugout 
during  a  tough  period  for  the  prop- 
erty/casualty business.  The  deal  in- 
stantly shot  Ace,  long  a  niche  player  in 


such  areas  as  directors  and  officers  lia- 
bility, into  the  global  big  leagues.  Ace 
paid  $3.5  billion  in  cash,  a  premium 
above  book  value,  and  instantly  in- 
creased its  U.S.  market  share,  making  it 
second  in  global  market  presence  to 
AIG.  Premium  revenues  this  year 
should  exceed  $4  billion. 

Several  of  Ace's  new  competitors 
want  to  even  the  score.  They've  enlisted 
three  members  of  the  House  of  Repre- 
sentatives to  sponsor  a  bill  to  amend  the 
disputed  tax  rule.  AIG  hasn't  backed  the 
bill,  but  it  can't  be  unhappy  about  the 
rumor  spreading  about  Ace's  finances — 
that  if  Ace  loses  its  tax  advantage,  it  faces 
a  credit  downgrade  because  of  the  $2.4 
billion  borrowed  to  buy  INA. 

In  early  April  the  congressmen  is- 
sued a  briefing  to  fellow  members  titled 
"U.S.  Tax  Dollars  Vanish  in  Bermuda 
Triangle."  The  proposed  legislation, 


which  also  targets  other  Bermuda  oper 
ators,  would  require  foreign  insurers  t< 
retain  income  at  their  U.S.  subsidiaries 

The  bill  is  not  intended  to  singl 
out  Bermuda,  but  all  tax  havens,  insist 
Daniel  Conway,  Chubb's  senior  vie 
president  of  external  affairs.  The  trutl 
is,  though,  that  the  proposed  bill  ex 
eludes  countries  with  an  effective  ta: 
rate  of  greater  than  7%.  So,  apart  fron 
Bermuda,  it  affects  only  a  few  coun 
tries,  none  a  significant  insurance  lo 
cale.  "This  legislation  seeks  to  level  th 
playing  field,"  he  says.  "They  have  a: 
advantage  in  the  marketplace  becausl 
of  a  U.S.  tax  code,  and  we  don't  thin) 
that's  fair." 

Despite  backing  legislation  thj 
would  end  Ace's  perceived  sweetheai 
tax  deal,  both  Chubb  and  Hartford  ha 
lower  tax  rates  in  1999.  The  worldwid 
effective  rates  on  operating  income  (e> 


mhh  and  Hartford  enjoyed  lower  worli 


:luding  capital  gains  and  losses)  were 
)%  for  Chubb,  8.5%  for  Hartford's 
jroperty/casualty  business  and  10%  for 
^ce.  Underwriting  losses  last  year  low- 
:red  the  effective  tax  rates  for  both 
3hubb  and  Hartford. 

When  Ace  bought  INA,  Duperreault 
:ould  have  moved  it  to  Bermuda  to 
;ave  on  taxes.  He  rejected  the  option, 
)elieving  it  was  important  for  Ace  to 
lave  a  major  presence  in  the  U.S.,  one 
)f  the  most  important  insurance  mar- 
kets in  the  world.  "The  ironic  thing  is 
hat  ever  since  1994  INA  lost  money  on 
ts  U.S.  operations,"  says  Duperreault, 
vho  pays  U.S.  income  taxes  on  his  $2.2 
nillion  salary  and  bonus.  "We  made  it 
jrofitable,  and  for  the  first  time  since 
hen  INA  will  be  paying  U.S.  corporate 
ncome  taxes." 

But  how  critical  is  it?  "The  eco- 
lomic  impact  on  Ace  would  be  mini- 


mal if  this  bill  is  passed,"  says  Brian 
Meredith,  senior  property/casualty  in- 
surance analyst  at  Banc  of  America  Se- 
curities. According  to  A.M.  Best  and 
other  insurance  analysts,  the  company 
reinsures  in  Bermuda  only  $77  million 
of  its  $1.6  billion  in  premiums  pro- 
duced by  its  U.S.  operations.  Besides, 
Ace  replaced  the  short-term  financing 
it  took  on  from  the  INA  acquisition 
with  three  securities  offerings.  Ace's 
ratio  of  debt  to  capital,  at  40%  immedi- 
ately following  the  acquisition,  is  al- 
ready down  to  25%. 

As  for  the  legislation  to  repair  a 
supposedly  unlevel  playing  field,  U.S. 
insurers  may  be  in  a  huff  now  because 
intense  competition  drove  premiums 
to  record  lows,  resulting  in  huge 
underwriting  losses  for  many  carriers 
last  year.  "People  start  to  pull  out  dirty 
tricks  when  the  property/casualty  cycle 


is  bad,"  says  Ace  General  Counsel 
Peter  Mear. 

If  there  is  ill  will  blowing  in  from 
AIG,  there  is  a  reason.  Duperreault  and  a 
half-dozen  of  his  senior  managers  were 
once  lieutenants  of  Maurice  (Hank) 
Greenberg,  who  has  been  running  AIG 
since  1 967.  Ace's  chief  operating  officer, 
Dominic  J.  Frederico,  was  at  AIG  for  13 
years,  most  recently  as  a  senior  vice  pres- 
ident. Steven  Schleisman,  a  23-year  vet- 
eran at  AIG  and  president  of  its  under- 
writing subsidiary,  now  heads  Ace 
Europe.  Kingsley  Schubert,  president  of 
Ace  International,  spent  20  years  at  AIG. 

Duperreault  was  the  biggest  catch.  A 
math  major  in  college,  he  worked  his  way 
up  at  AIG  from  actuarial  trainee,  eventu- 
ally running  the  global-minded  com- 
pany's entire  international  operations. 
But  if  he  had  any  designs  on  Greenberg's 
job  they  were  tempered  by  the  fact  that 
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Inherit     billions     of     dollars. 

Become  the  world's  greatest 
detective,  escape  artist  and 
crime     fighter. 

Get    this     button     in     your     car. 


(YOU       MAY      WANT      TO      START      WITH       NO.      3.) 

Numbers  1  and  2  may  take  some  work.  But  you  can  get  the  same  technology 

Batman  has  in  the  Batmobile.  Whenever  you  need  backup,  just  press  the  OnStar" 

button.  We'll  send  for  help  if  you're  in  trouble.  Unlock  your  doors  if  you  get 

locked  out.  Suggest  a  restaurant,  or  get  tickets  to  a  sold-out  event.  We  can't 

help  much  with  the  whole  fame  and  fortune  thing.  But  if  you  want  OnStar 

in  your  next  VEHICLE,  CALL  1-888-ONSTAR-7  OR  visit  www.onstar.com. 


fflmStar 

HOW  CAN  WE  HELP  YOU? 


Ace  Limited 


"They  all  really  wanted  this  business  and  Ace  got  it." 


Greenberg,  now  74,  (a)  is  not  about  to 
retire  and  (b)  has  had  two  sons  working 
in  high-ranking  jobs  at  AIG.  (Jeffrey 
Greenberg  left  for  Marsh  &  McLennan, 
where  he  is  now  chief  executive;  brother 
Kvan  is  now  AK  i's  president.) 

Duperreault  credits  his  mentor  with 
teaching  him  the  importance  of  a  diver- 
sified earnings  stream,  an  international 
franchise  and  a  prompt  fix  of  problems. 
The  student  put  that  last  lesson  to  work 

Drawing  an  Ace 


at  INA's  domestic  unit,  where  he  laid  off 
2,800  employees  and  sold  unprofitable 
subsidiaries — trimming  operating  ex- 
penses by  $250  million  within  six 
months  after  closing  the  deal. 

But  if  Hank  Greenberg  has  any 
warm  feelings  for  his  former  protege, 
he's  hiding  them.  At  a  meeting  earlier 
this  year  an  analyst  asked  Greenberg 
about  Ace.  He  snapped,  "Is  that  a  ban- 
dage or  something?"  In  1996,  when  Ace 


By  common  valuation  measures,  Ace's  share  price  appears  to  be  inexpensive 
relative  to  property/casualty  rivals  AIG,  Chubb  and  Hartford.  This  year  the 
company  will  benefit  from  the  recent  purchase  of  Cigna's  P/C  business.  That  was 
a  big  booster  shot  to  its  premium  growth  that  handily  outstrips  its  competition. 
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was  buying  catastrophe  reinsurer  Tem- 
pest Re,  an  affiliate  of  AIG's  launched  a 
hostile  bid  and  drove  the  price  up.  Re- 
calls Donald  Kramer,  Tempest  Re 
founder  who  became  Ace's  vice  chair- 
man: "When  I  saw  Hank  in  India 
sometime  later,  he  laughed  and  told  me 
he  was  glad  the  acquisition  cost  Ace  an 
extra  $100  million." 

AIG,  along  with  Chubb,  has  revived 
a  four-year-old  class  action  against 
INA's  domestic  property/casualty  oper- 
ations. The  California  suit  challenges 
the  restructuring  of  INA  (pre-Ace)  be 
cause  it  was  done  without  the  consent 
of  INA's  policyholders.  The  corporate 
plaintiffs  earlier  had  their  suit  dis- 
missed in  Pennsylvania  for  lack  of 
standing.  If  they're  successful  in  round 
two  there  won't  be  any  monetary  dam- 
ages— they  will  simply  score  a  point 
against  a  competitor. 

Duperreault,  whose  troops  call  him 
Brian,  won't  ascribe  motives  for  the 
shots  across  his  bow.  "It's  not  my  style," 
he  says  with  a  broad  grin.  "I  want  to 
win  by  being  better.  The  ultimate  re- 
venge is  success,  isn't  it?" 

Since  the  acquisition,  NYSE-traded 
Ace  has  never  been  stronger.  In  1999  in- 
vested assets  rose  by  240%  to  $13  bil- 
lion; the  company's  net  investment  in- 
come increased  by  52%  to  $493  million. 
But  the  property/casualty  business  is 
near  a  low  point.  Last  year's  earnings 
(excluding  capital  gains)  were  $1.68  per 
share,  down  from  $2.28  in  1998,  mainly 
because  of  rate  wars  and  two  cata- 
strophic losses  (hailstorms  in  Australia 
and  tornadoes  in  the  U.S.).  At  a  recent 
$25,  its  stock  trades  at  slightly  above 
book  value  (see  table). 

J.P.  Morgan  analyst  Westin  Hicks  is 
a  Duperreault  admirer:  "He  pulled  oft 
the  biggest  acquisition  of  the  year  at 
bottom  of  the  property/casualty  cycle. 
Last  year  Brian  Duperreault  was  the  in- 
dustry's favorite  whipping  boy.  Now  he 
looks  like  a  genius."  Chuckles  the  man 
in  the  Bermuda  shorts:  "We  surprised 
everybody  but  ourselves."  » 
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Registering  Domain  Names 

One  by  One. ., 

Is  Like... 


[  Fortunately,  there's  a  better  way.  ] 


Tired  of  the  high  costs  and  hassles  of  domain  registration? 
Mow  them  down  with  BulkRegister.com. 
The  more  you  register,  the  more  you  save. 


BulkRegister  com 

^THE  B2B  REGISTRAR  ^^ 
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The  Plumtree 
Software  Soap  Opera 

Four  roommates— three  of  them  co- 
life  interesting  at  one  all  too  tightly 


BY  LUISA  KROLL 

II  WAS  ONI  01  1 1  [<  iSE  MOMENTS  NEW  EMPLOYEES  DREAD. 
John  Kim,  29,  was  on  dav  tour  at  his  job  at  Plumtree  Software 
when  the  company  cofounder  Glenn  Kelman  asked  him  to  fix 
the  firm's  demonstration  Web  site.  Kim  sheepishly  admitted 
he  didn't  know  how.  Kelman  shot  him  a  disapproving  look. 
After  Kelman  walked  away  Kim  asked  everyone  in  shouting 
distance  for  help  until  he  managed  to  fix  the  problem. 

1  ad  of  story?  Not  quite.  At  1 1  p.m.  that  day  Kim  walked  out 

oi  his  cubbyhole  anil  picked  up  Kelman  from  his  corner  office 

to  go  home  together.  Friends  since  fourth  grade  and  room- 

ites  in  college,  they  now  share  ^\n  apartment  in  San  Fran- 

with  another  high  school  buddy,  Conan  Reidy,  28,  who 


First  among  equals:  Founder 

Glenn  Kelman  with  buddies 

Conan  Reidy.  John  Kim. 


also  works  at  Plumtree 
A  fourth  roommate 
Salim  Teja,  27,  wh< 
founded  Mobshop,  ; 
group-buying  service,  i 
a  friend  of  a  friend. 

Think  your  office  i 
rife  with  angst  and  offk 
politics?  It's  nothin 
compared  with  startu; 
companies  like  Plum 
tree,  which,  given  th 
tight  job  market,  are  typically  staffed  up  by  friends  or  ac 
quaintances.  In  this  case  the  coziness  goes  beyond  the  offio 
These  guys  share  pens  at  work  and  towels  at  home.  Guilt,  jeal 
ousy,  pride  and  fear  are  just  some  of  the  emotions  created  i 
this  kind  of  workplace,  and  at  home. 

Kelman,  29,  cofounded  Plumtree  in  February  1997. 1 
writes  software  that  allows  companies  to  link  with  customer  i 
partners  and  employees.  With  first-quarter  revenues  of  $ 
million,  it's  thinking  about  going  public  this  year.  If  it  doe  I 
Kelman  might  be  very  wealthy.  His  two  roommate/employee 
however,  will  remain  working  stiffs.  There's  plenty  of  room  fc  I 
resentment  right  there,  even  if  they  weren't  living  together. 
Kelman,  part  of  the  four-person  management  tean 


workers— make 
knit  group  house. 
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This  is  a  cucumber 


Not  all  Asians  like  it  the  same  way... 


Chinese 


Korean 


Japanese 


Reaching  a  diverse  group  of  3  billion  Asians  is  no  easy  task. 
Click2Asia,  Inc.  is  the  leading  Asian  internet  media  company 
providing  integrated  advertising  and  marketing  solutions. 
Doing  business  in  Asia  now  has  one  flavor  -  no  matter  how 

you  slice  it.  Please  call  (888)333-2839  or  visit  www.click2asia.com  for  more  information 


CLICK 


ASIA 


The  Global  Asian  Internet  Media  Company 


www 
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helped  Reidy  and  Kim  get  their  jobs,  and  today  a  third  Of 
the  140  employees  are  from  networks  of  friends.  Early 
last  year  Kelman,  Reidy  and  Teja  moved  into  a  $3,000-a- 
month  apartment  near  the  Mission  District  of  San  Fran- 
cisco. It's  furnished  in  what  might  be  called  Pre-IPO  Pe- 
riod. The  living  room  has  a  ratty  blue  couch,  a  27-inch  TV 
and  a  videogame  player.  Framed  posters  sit  on  the  floor, 
someday  to  be  hung.  The  four  bediooms  are  furnished 
with  a  bed  each. 

At  home  the  roommates  are  firmly  equals,  sharing  a  sin- 
gle bathroom  and  what  little  housework  they  manage  to  fit  in 
(  Kelman  takes  out  the  garbage).  His  status  notwithstanding, 
Kelman  has  a  penchant  for  walking  around  nude  and  chal- 
lenging Kim  to  push-up  competitions. 

Hut  the  egalitarianism  breaks  down  at  work.  Kim  has  a 
tiny  desk  and  Reidy  a  standard  cubicle,  while  Kelman  reigns 
in  a  corner  office  with  two  windows.  It's  a  prickly  subject  for 
Reidy,  who  didn't  get  an  office  when  Plumtree  moved  to  new 
quarters  ten  months 
ago.  "I  thought  it  was 
lame  to  care,"  he  says, 
"but  it  seemed  like  the 

■'c-  holders  wi  re  on 

varsity  team."  He 

ioved  at  Kelman 


I 


Guilt,  jealousy,  pride  and  fear  are 
just  some  of  the  soap  opera  issues 
facing  these  roommates. 


partly  for  not  standing 
up  for  him  when  space 
was  doled  out.  But  he 
didn't  complain  for  fear 
he'd  get  the  office  only 
because  of  his  closeness 
with  Kelman. 

Forget  working  nor- 
mal hours  when  you're 
living  with  a  boss.  The 
Plumtree  roommates 
have  made  staying  late 
something  of  a  compe- 
tition, in  which  they 
all  try  to  outlast  one 
another.  Most  nights 
they  eventually  capitu- 
late by  sharing  a  cab 
home  together.  This 
one-upmanship  bothers 
Kim's  boss,  Philip  Sof- 
fer,  who  wants  him  to 
move  out.  "He  can't 
ever  escape  work,"  Sof- 
fer  says.  "I  don't  want 
him  to  burn  out  com- 
peting with  Kelman." 

Office  politics  moves 
to  a  new  realm  in 
this  living  arrangement. 
Reidy  once  asked  Kelman  to  read  an  e-mail  he  had  written 
that  was  critical  of  how  Plumtree  management — including 
Kelman — handled  a  deal.  Kelman  was  torn.  As  an  executive, 
he  thought  Reidy  shouldn't  send  it  because  it  would  anger 
people.  As  a  friend,  he  didn't  want  to  censor  his  roommate. 
Kelman  resolved  his  conflict  by  suggesting  Reidy  shorten  it. 
Reidy  brushed  him  off,  making  only  minor  changes.  It  did 
anger  people.  The  two  never  discussed  the  memo  again. 

These  awkward  situations  inevitably  arise  when  the  com- 
pany's performance  is  being  discussed.  Kelman  comes  home 
some  nights  itching  to  complain  about  work  but  has  to  stop 
himself.  When  he  gets  calls  on  his  cell  phone  from  the  com- 
pany chairman,  he  goes  into  his  bedroom  and  shuts  the  door. 
Once  Kelman  and  Reidy  were  making  bets  about  the  current 
quarter's  results.  Kelman,  aware  of  the  most  up-to-date  fig- 
ures, worried  about  meeting  expectations.  Still,  he  lied  and 
said  the  numbers  looked  fine.  "You're  giving  us  the  executive 
line,  aren't  you?"  said  Reidy. 

If  Kelman  feels  awk- 
ward, pity  Reidy's  im- 
mediate supervisor, 
Steven  Pattison,  who 
was  brought  in  from 
PricewaterhouseCoop-  J 
ers.     Pattison     didn't! 


Good  luck  picking  out  the  boss:  On 

sofa,  Reidy.  Kim  and  Salim  Teja. 

Kelman  gets  to  take  out  the  trash. 
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Closing  the  global 
telecom  deal 
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calls  for  a  bank 

where  the  lines  are 

always  open. 
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In  the  media  &  telecom  industry,  news  breaks  fast.  So  keeping 
up  with  the  demands  of  financing  that  high-paced  world  takes  a 
bank  with  the  resources  to  stay  up  to  date  on  up-to-the-minute 
changes.  With  a  reputation  for  benchmark  deals  in  fixed-line,  mobile, 
satellite  and  cable  financing,  ABN  AMRO  has  more  than  US$  25 
billion  committed  to  the  media  &  telecom  industry  worldwide.  Our 
innovative  solutions  -  combined  with  an  experienced  and  highly 


skilled  staff  -  make  us  the  competitive  and  flexible 
partner  of  choice.  So  call  us...  the  lines  are  always  open. 
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ABN  AMRO  Bank 

www.abnamro.com 
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Business  Lists: 

Over  11  Million  Businesses 

Select  by  Type  of  Business,  Employee 
Size  &  Sales  Volume  for  any  ZIP  Code, 
County,  City  or  State. 
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Over  195  Million  Consumers 
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&  More 

Business  Credit  Reports 

only* 5.00  each! 
Also  Available, 

Monthly  Updates! 


Over  2  Million  Customers 
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AT  WORK 


know  if  Reidy  was  up  to  the  job  and, 
worse,  thought  that  he  was  protected  by 
Kelman.  Pattison  wanted  to  push  Reidy 
more  and  didn't  want  interference 
from  Kelman. 

Add  to  the  mix  the  fact  that  Patti- 
son and  Kelman  didn't  see  eye-to-eye 
initially.  "I  figured  Pattison  as  the  type 
to  iron  his  underwear,"  says  Kelman, 
"Reidy  was  lucky  if  he  wore  any.  I 
know  that  for  a  fact,  because  he  often 
borrowed  mine." 

At  home  one  night  Kelman  sug- 
gested Reidy  transfer  away  from  Patti- 
son. Reidy  said  he  wanted  to  stick  it  out. 
At  that  moment  Kelman  realized  it  was 
no  longer  his  job  to  protect  his  friend. 

How  did  it  play  out?  Pattison  says  he 
decided  to  work  Reidy  hard,  probably 
harder  than  he  would  have  another  em- 
ployee. And  Reidy  is  proving  his  worth. 
In  April  he  landed  his  biggest  deal,  with 
Compaq,  earning  Pattison's  praise. 

Different  kinds  of  tensions  arise  be- 
tween the  two  founder/roommates, 
Kelman  and  Teja.  Teja's  Mobshop  has 
become  the  same  size  as  Plumtree  in 
one-third  the  time.  This  bothers  Kel- 
man, who  fears  his  friends  will  think 
they  picked  the  wrong  startup  to  work 
at.  Things  spill  over  from  the  work- 
place. Word  got  back  to  Kelman  that  a 
friend  who  was  working  at  Mobshop 
wasn't  being  treated  well.  Kelman 
glared  at  Teja  for  a  couple  of  weeks, 


barely  talking  to  him,  until  it  blew  over. 

Outside  the  office  the  roommates 
wrestle  with  a  Friends-like  set  of  issues. 
Kelman  feels  guilty  that  he's  likely 
going  to  be  wealthier  than  the  friends 
he  works  with.  Yet  he  is  offended  if  they 
don't  offer  to  split  bar  tabs.  Still,  he  likes 
living  with  his  pals.  "It's  my  last  bastion 
where  I  can  be  a  normal  guy,"  he 
claims,  and,  he  adds,  he  thinks  the 
closeness  makes  him  a  better  executive. 

Teja  just  wants  a  cheap  place  to 
sleep.  Reidy  considers  Kelman  his  best 
friend  but  wants  that  to  be  a  nonissue 
at  work.  "I  want  to  make  it  on  my 
own,"  says  Reidy.  "I  want  to  be  a  star  at 
Plumtree." 

And  Kim  doesn't  want  to  let  Kel- 
man down.  "He  gave  me  a  chance  after 
I  was  out  of  things  for  so  long,"  says 
Kim,  who  spent  three  years  writing  a 
screenplay. 

Living  together  reinforces  the  sense 
that  their  roles  could  easily  be  reversed 
Reidy  was  the  business  major  who 
seemed  most  likely  to  become  a  chiei 
executive;  Kim  was  a  computer  science 
major.  Kelman  was  an  English  majoi 
who  once  struggled  to  write  a  novel.  Tc 
pay  bills,  he  rode  a  delivery  bike.  One 
day  he  crashed  and  broke  bones  in  hi; 
hand.  So  he  got  a  safer  job  at  a  tec 
startup  in  1994.  Three  years  later  h< 
started  Plumtree — and  began  calling 
his  friends. 


Friendly  Advice 


Thinking  about  working  with  a  close  friend?  Some  dos  and  don'ts: 
DOS 

•  Do  discuss  potential  conflicts  with  your  friend  before  deciding  to  take  the  job. 

•  Do  talk  about  differences  in  options  and  salary  and  worst-case  scenarios 
if  one  person  is  fired  or  leaves  before  the  other. 

•  Do  give  straightforward  feedback  even  to  your  friend. 

•  Do  carve  out  time  with  friends  outside  of  work. 
DONTS 

•  Don't  have  a  good  friend  report  directly  to  you. 

•  Don't  reference  your  friendship  in  the  workplace. 

•  Don't  assume  a  friend  in  management  means  your  career  is  golden.  In  fact, 
it  may  be  a  hindrance. 

•  Managers,  don't  share  with  your  friend  inside  information  or  your  opinions 
about  other  bosses  or  employees. 

Sources:  Beverly  Kaye.  president  of  Career  Systems  International;  Shawn  Kent,  founder  of 
'nfluence  Mastery;  Gustavo  Rabin,  organizational  psychologist  at  Hagberg  Consulting  Group. 
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The  Addiction 
Made  Me  Do  It 

Big  debates,  big  enactments  and  big  lawsuits 
hang  on  the  word  "addiction."  So  what  exactly 
'nes  that  word  mean?  No  one  knows. 


BY  D    "I  SELIGMAN 


THE  ADDICTION  MUDDLE  IS 
clearly  a  major  matter.  It  en- 
gages some  of  our  finest  sci- 
entific minds,  causes  carloads 
of  printer's  ink  to  be  con- 
sumed and  endlessly  results  in  passions 
being  torn  into  tatters.  And  yet  we  don't 
seem  to  be  clarifying  things.  Even  as  we 
extend  the  reach  of  the  term  and  fling 
it  around  in  billion-dollar  class  actions, 
we  remain  without  an  agreed-upon  un- 
derstanding of  what  addiction  is. 

Begin  with  a  seemingly  easy  case: 
tobacco.  Is  it  addictive?  There  seems  to 
be  a  landslide  consensus  that  it  is.  Nexis 
can  point  you  to  2,621  articles  in  the 
last  year  mentioning  "smoking"  within 
30  words  of  "addiction"  or  "addict. 
Even  the  cigarette  companies  show 
signs  of  caving  on  this  issue.  Only  six 
years  ago  half  a  dozen  tobacco  bosses 
stood  before  a  congressional  commit- 
tee, held  up  their  hands,  and  solemnly 
swore  that  their  products  were  not  ad- 
dictive. Today  you  can  turn  to  the 
Philip  Morris  Web  site  and  read:  "Ciga- 
rette smoking  is  addictive,  as  that  term 
is  most  commonly  used  today." 

But  how  is  it  commonly  used?  What 
exactly  was  our  country's  President,  a 
world-class  semanticist  who  can  distin- 
guish the  several  meanings  of  "is,"  talk- 
ing about  when  he  issued  that  1996  ex- 
ecutive order  proclaiming  nicotine 
addictive  (and  specifying  that  the  Food 
&  Drug  Administration  therefore  regu- 
lates its  distribution)? 

Anomalies  abound  on  the  tobacco 
addiction  front.  Finding  a  certain 
amount  of  common  ground  with  Philip 
Morris,  the  Centers  for  Disease  Contn 
&  Prevention  has  a  Web  site  telling  yo 
that  nicotine  is  a  "powerful  addiction. 
Then,  staking  a  claim  Philip  Morri 
wouldn't  dare  make,  the  CDC  also  sa; 
"Anyone" — the  word  is  in  bold  typi 
"can  stop  smoking."  This  formulation 
seems  to  be  telling  us  that  nicotine  ad- 
diction is  mainly  a  matter  of  willpower. 
So  what  are  we  to  make  of  the  statement 
last  fall  by  Michael  Eriksen,  director  of 
the  CDC's  Office  of  Smoking  &  Health, 
in  which  he  noted  glumly  that  adult 
smoking  rates  had  stopped  declining  in 
the  1990s?  "During  the  1990s,"  he  told 
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Addiction 


:  Associated  Press,  "we've  made  virtu- 
/  no  progress  whatever.  The  fact  that 
can't  get  rates  below  25%  really 
;aks  to  the  addictive  power  of  nico- 
e."  And,  you  would  have  to  assume, 
!  willpower  of  "anyone." 
Making  matters  even  messier,  "ad- 
:tion"  has  long  since  made  its  way 
:o  everyday  discourse,  so  we  now 
ve  endless  references  to  characters 
dieted  to  Ben  &  Jerry's  Cherry  Gar- 
ice  cream,  playing  Free  Cell  in  Win- 


declining  blood  and  tissue  concentra- 
tions of  the  substance  in  question). 
DSM-IV  develops  these  two  issues,  and, 
at  first,  appears  to  confirm  the  view  that 
both  are  critical.  But  then  it  turns 
around  and  says  that  "neither  tolerance 
nor  withdrawal  is  necessary  ...  for  a  di- 
agnosis of  substance  dependence." 

Huh?  What  are  these  "dependen- 
cies" that  exist  without  tolerance  or 
withdrawal  problems?  For  the  answer, 
you  turn  to  DSM-Pfs  page  181,  where 


much  more  than  bad  habits. 

So,  what  is  addiction?  How  should 
the  term  be  used?  Here  is  a  modest,  or 
possibly  radical,  proposal. 

First,  we  throw  out  all  addiction 
babble  that  refers  only  to  absence  of 
good  character  and  interior  discipline. 
That  takes  care  of  White  House  sex  and 
maybe  Cherry  Garcia. 

Second,  we  require  the  presence  of 
tolerance  and  withdrawal  symptoms  se- 
rious enough  to  inflict  genuine  physical 
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ws,  and  sex.  Especially  sex 

solving    the    aforemen- 

ned        President. 

:xis     serves     up 

>64  articles  link- 

l   "Clinton"    to 

:x"  and  "addict" 

"addiction." 
Scholars  working  in  vari- 

s  psychological/pharmaco- 

^cal/biochemical  specialties 

:m  divided  over  whether 

:  word  in  question  is  hope- 
sly  compromised  by  all 

:se  ambiguities,  or  still 

»rth  clinging  to.  The  Sur- 

?n  General's  office  still  uses 

On  the  other  hand,  the  au- 

Dritative  fourth  edition  of 

:  American  Psychiatric  As- 

:iation's  Diagnostic  and 

itistical  Manual  (DSM-IV) 

where  mentions  "addic- 

n."  It  talks,  instead,  about  "substance 

sendence."  There's  also  a  chapter  on 

npulse  control  disorder,"  a  treasure 

ve  of  deviant  behaviors — kleptoma- 

i,  random  violence  and  the  like — 

irmingly  defined  as  "failure  to  resist 
impulse  ...  or  temptation  to  perform 
act  that  is  harmful."  The  word 
illpower"  does  not  appear  in  this 
pter. 

It  is  often  assumed  in  talking  about 
liction  to  a  substance  that  the  deci- 
?  criteria  are  tolerance  (a  need  for 
re  and  more  of  the  stuff  in  order  to 
the  desired  high)  and  withdrawal 
ysiological  suffering  associated  with 


five  possible  indicators  of  "compulsive 
use"  are  described.  (One,  for  example, 
is  "a  persistent  desire  or  unsuccessful 
efforts  to  cut  down  or  control  sub- 
stance use.")  You  are  told  that  if  at  least 
three  of  the  five  behaviors  are  dis- 
cernible, then  it  is  appropriate  to  diag- 
nose "substance  dependence." 

Why  do  I  have  this  vivid  image  of 
a  roomful  of  scientists  wrangling  over 
the  required  number  and  finally  com- 
promising on  three?  And  also  this 
powerful  feeling  that  a  lot — certainly 
not  all,  but  a  lot — of  what's  being 
called  substance  dependence,  a.k.a.  ad- 
diction, can  be  thought  of  as  not 


suffering  on  those  trying 
to  give  up  the  habit.  This 
standard  would  almost  al- 
ways cover  serious  heroin 
users,  would  sometimes 
cover  heavy  smokers  and 
would  generally  rule  out 
caffeine  fiends.  Note  that 
mere  "craving"  would  not 
make  you  an  addict. 

It  is  possibly  necessary 
to  add  that  the  standard 
should  apply  even  if — as 
we  are  increasingly  learn- 
ing— quite  a  lot  of  craving 
has  some  genetic  basis. 
With  the  1990  discovery 
of  DRD2,  the  so-called 
thrill-seeking  gene,  nu- 
merous psychiatrists  and 
|  social  workers  have  mud- 
I  died  the  waters  by  talking 
as  though  the  victim 
couldn't  help  himself.  Inevitably,  the 
victims  in  question  found  great  appeal 
in  the  "gene-made-me-do-it"  rationale. 
In  fact,  all  they  are  entided  to  claim  is 
that  their  temptations  were  greater  than 
others'. 

In  any  case,  thrill-seekers  don't  have 
to  turn  to  narcotics.  I  spoke  recently 
with  Ernest  Noble,  a  principal  discov- 
erer of  DRD2,  and  he  observed  that  it  is 
entirely  possible  for  those  with  the  gene 
to  get  their  kicks  in  constructive  ways. 
Some  people  find  it  in  surfing  or 
mountain  climbing  or  even  working 
undercover  as  narcotics  cops.  Maybe 
there  is  such  a  thing  as  free  choice.     F 
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Look  for  the  Pony 


Business  Strategy  By  John  Rutledge 


MY    PARTNER   BOUGHT   A    HORSE    FOR   HIS 
children.  When  Pinky  arrived  she  seemed  slug- 
gish, so  he  took  her  to  the  vet.  "No  problem," 
the  vet  said.  "She  will  be  a  lot  more  playful 
after  the  pony  is  born." 
Businesses  are  like  that,  too.  You  buy  a  mare,  but  the  real 
value  is  some  foal  you  didn't  even  know  you  had.  Exploit 
hidden  assets  and  you  will  succeed.  Neglect  them  and  you 
will  wind  up  with  a  collection  of  old  nags. 

What  kind  of  hidden  assets  do  I  mean?  For  example,  the 
unexploited  opportunities  to  add  a  new  product  line,  ex 
pand  overseas  or  engage  in  e- 
commerce  are  hidden  assets 
that  do  not  appear  on  a  com- 
pany's financial  statements 
and  have  not  yet  contributed 
to  its  profits.  When  you  buy  a 
company,  you  often  get  these 
features  for  free.  I  call  them 
"real  options,"  an  analogy  to 
the  financial  options  traded  in 
Chicago. 

There's  a  big  difference, 
though.  Financial  options  re- 
main valuable  when  held  by 
passive  investors.  But  owning 
a  business  is  not  a  passive  ex- 
ercise. The  owner  has  a  real 
job  to  do,  providing  gover- 
nance, managing  capital  and  helping  a  business  achieve 
its  potential. 

Real  opt  urns  are  the  secret  that  allows  an  investor  to  both 
pa)  a  fair  price  for  a  business  and  earn  extraordinary  returns. 
In  my  day  job  I  am  a  private  equity  investor.  I  view  my  job  as 
creating  value  by  finding,  cultivating  and  harvesting  the  real 
options  embedded  in  a  business.  Here  are  some  real  options 
you  ^<\n  look  for  in  your  business. 

One  real  option  is  the  ability  to  do  regional  acquisitions,  as 
1  wrote  in  "Duct  Tape  Corporations"  (FORBES,Sepf.  20, 1999). 
We  own  a  small  ($50  million  sales)  company  in  the  optical 
products  industry,  for  example,  that  has  a  great  reputation 
with  its  doctor  customers,  terrific  people,  very  efficient  sales 
mk\  fulfillment  systems,  and  a  number  one  market  share.  By 
using  this  company  as  a  foundation  for  buying  smaller  re- 
gional competitors  we  can  earn  high  returns  on  incremental 
capita] — typically  30%  to  50% — by  consolidating  overhead, 
assets  and  inventories,  and  improving  service  tor  cus- 
tol  Sellers  of  the  regional  add-on  acquisitions  can  partic- 


Every  successful 
business  has  the 

potential  to  be 
even  more  valu- 
able if  the  owner 
takes  the  proper 
steps  to  develop 
its  nascent 

opportunities. 


ipate  in  our  success  by  takinj 
stock  as  partial  payment.  W< 
have  five  in  our  sights. 

A  second  real  option  i; 
using  technology  to  increasi 
sales.  For  example,  we  addec 
an  e-commerce  channel  to  ; 
fitness  company  in  Novembe 
and  added  more  than  $1  mil 
lion  in  incremental  sales  in  thi 
first  three  months.  The  projec 
paid  for  itself  in  six  weeks. 
Joint  ventures  are  a  third  hiding  place  for  real  optionsi 
Our  custom-framed  art  business  can  feed  our  nationa 
retail  store  network  from  a  factory  in  Memphis.  We  alsc 
arranged  a  joint  venture  between  our  company  and  ai 
Internet  seller  of  digitized  images.  Our  company  will  print 
frame  and  deliver  artworks  to  their  customers.  Botl 
companies  benefit. 

Undermanaged  brands  are  a  fertile  source  of  real  options. 
By  taking  a  profitable  brand  into  new  products  or  new  market. 
you  can  often  invest  additional  capital  at  high  returns. 

Don't  overlook  the  factory  in  your  real-option  truffl 
hunt.  We  made  an  investment  in  our  Mexican  air  conditione 
company,  changing  the  type  of  paint  applied  to  the  machinel 
from  liquid  to  powder  and  the  method  by  which  it  was  ap 
plied.  This  allowed  us  to  sell  more  product  at  higher  price 
during  an  especially  hot  summer. 

Developing  real  options  is  not  easy.  Picking  the  wron 
platform,  with  weak  people  or  systems,  or  bungling  the  inte 
gration  (I  have  done  both)  can  drive  customers  away.  Tech 
nology  must  be  managed.  Extending  a  brand  into  the  wron  I 
products  can  undermine  the  brand's  value.  And  you  can  ki 
a  good  factory.  Proceed  with  caution  when  you  decide  t  i 
change  a  company  that  is  working  well. 

Here  are  a  few  pointers,  drawn  from  my  experience. 

•  Real  options  in  a  weak  company  are  worth  nothing. 

•  Evaluate  embedded  options  before  you  buy,  not  after. 

•  Get  managers  to  agree  up  front  on  a  plan  for  change. 

•  If  you  have  to  change  key  people,  do  it  before  you  invest.  I 

•  Overcapitalize  the  company.  Surprises  scare  bankers. 

•  Keep  the  founders  in  the  ownership.  You'll  need  them. 

•  Measure  the  results.  Tie  compensation  to  success. 

•  Protect  the  core  business. 

•  Don't  forget  where  the  pony  comes  from. 

John  Rutledge  is  an  economist  and  chairman  of  Rutledge  Capital, 
ii  private  equity  investment  firm  in  Greenwich,  Conn. 
E-mail  jr@ruliedgecapital.com 


You're  ready. 

Is  your  building? 


No  one  can  get  your  building  Internet  ready  faster. 

Like  try i ng  to  race  without  your  motorcycle,  the  promise  of 
broadband  Internet  services  is  meaningless  if  you  have  to  wait 
forever  for  installation.  Make  one  call  to  eziaz  and  we'll  get  your  office 
buildings  Internet  ready  in  60  days  or  less.  Not  only  do  we  get  it 
done  faster  with  our  non-intrusive  installation  methods,  we  do 
it  with  no  hassles,  no  mess  and  no  disruption  to  your  building. 
It's  just  that  easy.  Call  1-877-44eziaz  or  visit  us  online  at  www.eziaz.com 

Getting  connected  is  easy  as 


eziaz 


1000  eziaz  inc.  Formerly  SiteLine,  AccessReady.  inBuilding  Systems 


Backseat  Driver  By  Jerry  Flint 


The  Boom  Ain't  Over  Until  It's  Over 


AN  ACQUAINTANCE  OF  MINE  MOVED  INTO  TECH- 
nology  funds  about  a  year  ago  and  was  getting 
rich.  He  day  traded  from  work.  "What  is  your 
market  philosophy?"  I  once  asked  him.  "Potential 
growth?  Earnings?  Low  P/Es? 

"Momentum,"  he  answered.  "I  trade  on  momentum." 
Big  Mo! 

My  friend  lost  $700,000  in  the  tech  rout  of  April.  He 
pulled  out  on  Friday  after  the  debacle  and  got  back  in  late 
on  Monday,  missing  the  first  day's  rebound.  He's  still  ahead 
of  me  in  the  market,  but  not  as  far  as  he  used  to  be. 

After  his  loss  he  asked  me 
about  a  car  that  he  was  plan- 
ning to  buy.  It  was  a  used  Mer- 
cedes coming  off  a  lease.  The 
point  here  is  that  he  was  plan- 
ning to  buy  that  car  when  he 
was  riding  high  in  the  market, 
and  he  was  still  planning  to 
buy  the  car  after  the  rout.  He 
was  committed  to  a  car  and 
that  was  that. 

Yes,  declines  in  the  stock 
market  hurt  car  sales.  The 
greater  the  losses,  the  greater 
the  effect  Erratic  market  be- 
havior with  huge  swings 
hurts,  too.  People  with  lots  of 
confidence  buy  cars.  Nervous 
Nellies  decide  to  wait 

But  it  takes  awhile  for  a  loss  of  confidence  to  show  up  in 
the  car  sales  figures.  People  decide  to  buy  a  car.  They  decide 
they  need  one.  They  work  out  the  make,  the  color,  the  op- 
tions, the  price.  In  their  heads  it's  .1  done  deal. 

I  conomic  conditions  affect  how  people  make  up  their 
minds — in  the  future.  Thus  the  stock  market  problems  of 
today  will  affect  the  car-buying  decision  of  someone  who 
might  have  shopped  in  the  summertime.  In  July  he  is  think- 
ing ot  a  new  car,  but  may  say,  "No,  I'll  make  the  old  one  do 
another  year." 

I  ligh  gasoline  prices  hurt  sales  too,  even  if  we  can't  see 
it  now.  I  his  is  simple.  Low  fuel  prices  are  good  for  the 
auto  business;  high  fuel  prices  aren't  good  for  the  auto 
business.  Someone  who  has  already  decided  he  wants  a 
*.  he\  \  Suburban  01  a  ford  Excursion  isn't  going  to  cancel 
the  order.  But  many  people  111st  beginning  to  think  about 
these  and  other  vehicles  that  get  less  than  15  miles  per  gal- 

'  \sill  think  twice  with  fuel  up  from  $1  a  gallon  to  more 
thai   51.50. 


I  think  the  auto- 
mobile industry 
will  keep  the 
country  rolling  in 
prosperity  while 
the  stock  market 
bounces  up  and 
down  like  a 
teeter-totter. 


Do  I  expect  the  bottom  to 
fall  out?  No.  I  still  see  a  record 
sales  year,  more  than  17  mil- 
lion cars  and  light  trucks. 
There  is  a  lot  of  momentum 
out  in  the  auto  market,  and 
there  are  a  lot  of  exciting  de- 
signs. I  do  expect  that  the  sales 
of  giant  utility  vehicles  will 
slow  down  over  the  next  year. 
The  big  growth  will  come 
from  smaller  vehicles,  such  as 
the  Ford  Escape  ($22,000),  which  will  be  on  sale  in  three; 
months;  Chrysler's  PT  Cruiser  ($20,000),  which  is  makingi 
heads  turn  wherever  one  shows  up;  and  the  Pontiac  Aztek; 
(mid-$20,000s),  going  on  sale  late  in  summer. 

The  day  of  the  brontosaurus  truck  isn't  over.  This  fall, 
GM  will  have  the  Chevy  Avalanche,  which  is  a  Suburban: 
with  the  roof  peeled  back  so  it's  something  like  a  pickup.j 
GM  will  have  a  fleet  of  superbig  pickups,  too,  with  engines 
up  to  8.1  liters.  Next  spring  lots  of  people  who  might  never 
have  thought  of  a  Buick  before  will  be  looking  at  the  Buick 
Rendezvous,  which  resembles  the  classy  Lexus  RX300.  Bui 
overall  I  believe  the  trend  is  moving  to  smaller  vehicles. 

Just  one  more  thing.  Call  me  old-fashioned,  but  I  believe; 
this  auto  sales  boom  is  as  important  to  the  nation's  prosper- 
ity as  the  e-business  and  the  stock  market  boom.  Yes,  mon 
important  than  Nasdaq.  Detroit's  collective  market  cap  H 
less  than  Silicon  Valley's,  but  its  contribution  to  GDP  is  much 
greater. 

There  are  millions  of  jobs  involved  in  the  auto  indus 
try,  designing,  engineering  and  building  the  vehicles,  build 
ing  the  parts,  shipping  them,  selling  them,  repairing  them  | 
These  are  solid  good-paying  jobs.  These  jobs  are  not  jus  i 
in  Detroit  and  the  Midwest.  BMW  and  Mercedes  and 
Honda  and  Toyota  and  Nissan,  with  their  plants  in  South 
Carolina  and  Alabama  and  Kentucky  and  Tennessee,  hav«j 
brought  a  new  level  of  prosperity  to  the  South.  I'll  bej 
those  chicken-pluckers  down  South  already  are  having  i 
tough  time  finding  anyone  to  work  at  minimum  wages  iij 
the  poultry  plants. 

This  is  an  old  story.  You've  heard  it  before.  You  can  saj 
I'm  putting  the  cart  before  the  horse.  But  I  think  the  auto  in 
dustry  will  keep  the  country  rolling  while  the  stock  marke 
bounces  up  and  down  like  a  teeter-totter.  I 


a 


Jerry  Flint,  u  former  FORBES  Senior  Editor,  has  covered  the 
automobile  industry  since  1958.  Visit  lus  forum  at  our  Web  site,! 
www.fijrbes.com/ftint 
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NUMBFRS  GAME 


BY  ELIZABETH  MACDONALD 


Are  Those  Revenues  for  Real? 

The  SEC  is  cracking  down  on  companies  that  count  their  chickens 
before  they  are  hatched.  Shareholders  could  get  whacked. 


ONT  ASK  STEPHEN  COTUGNO  WHAT  HE  THINKS 
of  the  accounting  profession  unless  you  are  pre- 
pared for  an  earful.  Executive  vice  president  at 
Professional  Detailing,  an  Upper  Saddle  River, 
N.J.  firm  that  recruits  and  manages  sales  staffers 


for  drug  companies,  ( otugno's  company  had  the  embar- 
rassment of  ha\  ing  to  chop  5%  out  of  1999  revenues  after 
.1  confrontation  with  PricewaterhouseCoopers,  the  com- 
,  any's  auditor.  Professional  Detailing  was  including  in  rev- 

enu  -  the  reimbursements  it  gets  from  clients  for  placing 


help-wanted  ads.  The  auditors  went  along  with  this  little 
gimmick — until  early  this  year.  Amid  a  crackdown  by  the 
Securities  &  Exchange  Commission  on  revenue  recogni- 
tion, the  auditors  decided  the  treatment  of  expenses  was 
no  longer  kosher. 

Small  as  the  change  was,  Wall  Street  didn't 
like  the  smell  of  audit  trouble.  Within  a  month 
of  when  Professional  Detailing  announced  the 
revenue  revision,  its  stock  was  down  31%. 

"[Auditors]  don't  know  what  the  hell 
they're  doing,"  fumes  Cotugno.  "They  make 
this  crap  up  a  lot  of  the  time." 

There's  some  truth  to  the  charge.  Accoun- 
tants have  been  fiddling  with  profit  and  loss 
rules  for  as  long  as  there  has  been  accounting. 
And  now,  with  the  SEC  on  the  warpath  over  in- 
flated revenue  figures,  companies  and  their 
outside  auditors  are  on  the  defensive. 

The  agency  has  slapped  enforcement  ac- 
tions on  dozens  of  executives  and  companies, 
plus  issued  an  all-points  bulletin  reminding 
businesses  what  existing  rules  require.  Beai 
Stearns  &  Co.  has  identified  120  companies 
that  have,  in  the  past  several  months,  an- 
nounced that  they  have  changed  or  will  changa 
their  revenue  recognition  rules.  Such  compa-l 
nies  as  Alexion  Pharmaceuticals  and  Genomtj 
Therapeutics  confess  that  the  changes  wil 
have  an  impact  on  their  future  earning 
Shareholders  are  forewarned. 

"Companies  making  changes  are  acknowll 
edging  that  their  previous  accounting  policiel 
were  too  aggressive,"  says  Howard  Schilit,  hea 
of  the  Center  for  Financial  Research  8c  Analy 
sis,  accounting  watchdogs  in  Rockville,  Md. 

For  investors,  revenue  hyping  can  dig  deed 
financial  potholes.  They  may  overpay  fo 
stocks  of  companies  engaging  in  it.  Further,  tc 
erase  the  excesses,  companies  are  recordin; 
one-time  charges  and  moving  previously  booked  revenue 
into  future  quarters.  That  could  make  investors  think 
company's  operations  suddenly  improved.  "Care  must  b 
taken  to  avoid  giving  companies  credit  for  the  same  rev„ 
enue  twice,"  says  Bear  Stearns'  Janet  Pegg. 


'  I  f  he  trouble  with  typical  network  printers  is  that  they  speak  just  one  computer  protocol.  As  a  result,  you  get 

locked  into  a  specific  type  of  printer  for  each  application,  whether  it's  the  best  choice  or  not.  But  Oce 

printers  are  conversant  in  every  major  protocol,  so  they  fit  easily  into  any  existing  computer  environment.  That 
means  no  matter  what  system  you're  running,  or  even  if  you  run  several,  you're  able  to  choose  the  printer  that  best 
meets  your  needs.  And  because  Oce  printers  can  handle  data  from  any  host,  they  let  you  print  from  anywhere  on 
your  network  with  the  certainty  that  your  documents  will  print  perfectly,  without  any  formatting  errors.  Amazing, 
isn't  it?  A  printing  solution  that  adapts  to  you,  and  not  the  other  way  around. 
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Ventro,  a  hot  business-to-business  Web  site  that  in- 
cludes in  revenues  the  entire  value  of  laboratory  products  it 
brokers,  noted  in  recent  SEC  filings  that  any  rule  changes 
"could  cause  the  market  price  of  our  common  stock  to  fall 
significantly."  That's  the  danger  with  these  dot-coms  that 
trade  not  on  earnings  but  on  revenues. 

The  danger  is  not  to  be  underestimated.  MicroStrategy, 
a  high-flying  software  company  developing  Internet-re- 
lated databases,  was  trading  at  $225  when  we  criticized  its 
accounting  (FORBES,  Mar.  6).  Within  weeks  the  company 
scaled  back  its  reported  1999  revenue  from  $205  million  to 
$155  million.  Now  the  stock  is  at  $25. 

Where  else  might  trouble  surface?  Read  on. 

Revenues  booked  before  contract  completion.  Physician  & 
Hospital  Systems  &  Services  booked  amounts  for  services 
not  only  before  finishing  the  work  but  before  mailing  out 
bills.  The  concern,  which  does  back-office  work  for  doctors 
and  hospitals,  had  been  following  that  practice  prior  to 
when  it  was  bought  by  National  Data  Corp.  in  Atlanta  in 
December  1 997,  says  David  Shenk,  chief  financial  officer  of 
National  Data.  In  fiscal  1999  National  Data,  a  credit  card 
and  check  processing  company,  reported  $22.3  million  in 
"unbilled  accounts  receivable,"  up  from  $18.8  million  the 
prior  year.  Now  the  unit  books  revenue  only  when  it  sends 
out  bills.  In  its  Nov.  30  fiscal  quarter 
the  company  took  a  $13.8  million 
charge  to  fix  this  mess,  turning  a  profit 
of  9  cents  a  share  for  the  fiscal  first  half 
into  a  loss  of  31  cents.  Since  the  charge 
was  announced  in  January,  the  stock 
has  fallen  23%  to  $27. 

A  variation  on  this  theme  is  book- 
ing revenues  for  loan  services  immediately  instead  of  over 
the  loan's  duration.  First  American  Financial  Corp.,  a  Santa 
Ana,  Calif,  outfit  that  tracks  borrowers'  property  tax  pay- 
ments, was  a  bit  too  grabby  here.  A  year  ago  the  company 
announced  it  was  taking  a  cumulative  charge  of  $55.6  mil- 
lion in  the  first  quarter  of  1999.  That  knocked  its  1999 
profits  down  by  63%  to  $33  million  from  what  would  have 
been  $88.6  million. 

ITT  Educational  Services  got  caught,  too.  The  Indi- 
anapolis company,  which  runs  68  technical  institutes,  had 
been  immediately  hooking  in  revenue  the  fees  it  charges 
students  to  apply,  register  and  use  the  laboratory.  Now  it's 
going  to  spread  out  those  fees  over  the  average  length  of 
the  program,  which  is  two  years,  says  Edward  Hartigan, 
ITT's  senior  vice  president  of  investor  relations.  To  fix  past 
errors,  ITT  took  a  charge  of  $2.8  million  in  the  Mar.  31 
quarter,  chopping  earnings  70%  to  $1.2  million. 

Membership  fees  prematurely  recorded.  Cendant,  a  firm 
in  Parsippany,  N.J.  that  is  just  surfacing  from  a  massive  ac- 
counting  fraud,  runs  a  time-share  exchange  program,  Re- 
nds Condominiums  International,  in  which  vacationers 
.k. it  ion  spcits.  The  company  used  to  record  up  front 
aboi     a  thud  of  the  tees  it  charges.   That  made  sense,  it 


seemed,  since  this  revenue  offset  the  cost  of  setting  up  these 
memberships,  which  can  last  years.  It  doesn't  make  sense 
now,  with  the  SEC  getting  nasty.  Cendant  now  says  it  will 
spread  those  fees  over  the  life  of  the  memberships.  It  also 
took  a  $56  million  charge  in  the  first  quarter  of  2000  to 
correct  past  problems,  cutting  the  quarter's  net  income 
45%  to  $69  million. 

MemberWorks,  a  Stamford,  Conn,  company  that  man- 
ages credit  card  membership  award  programs  for  compa- 
nies like  Sears  and  Citigroup,  had  been  immediately  book- 
ing in  revenues  the  refundable  fees  paid  by  6.2  million 
consumers  to  join  its  programs.  Whoops!  The  company 
says  it  will  reverse  course  this  July  and  will  spread  those  re- 
fundable fees  over  the  membership  terms.  MemberWorks 
expects  to  take  up  to  a  $30  million  one-time  charge  in  July, 
which  could  vaporize  its  profits  for  the  year. 

Licensing  fees  reported  prematurely.  Software  and  biotech 
concerns  that  aren't  selling  a  lot  of  their  own  products  rely 
on  licensing  revenues  to  make  ends  meet.  How  to  account 
for  them?  It  can  get  tricky. 

Exelixis,  a  fast-track  biotech  concern  in  San  Francisco, 
had  been  immediately  recording  revenues  from  licensing 
fees  it  charges  big  drug  companies  like  Bayer,  Bristol- 
Myers  Squibb  and  Pharmacia  to  access  its  gene  database  to 


Companies  of  all  stripes  are  double- 
checking  their  revenue  accounting 
policies,  with  many  reversing  course. 


develop  new  drugs.  To  fix  its  errors,  Exelixis  recently! 
erased  $3.1  million  in  revenues  in  the  first  quarter  of  2000 
That's  a  big  chunk  of  change  for  Exelixis,  which  pulled  in' 
just  $10.5  million  in  revenues  last  year  and  posted  a  loss  of 
$18.7  million.  It  recently  backed  off  from  immediately, 
recording  a  $10  million  licensing  deal  from  Bayer  in  the 
first  quarter,  and  will  spread  that  revenue  out  over  thei 
deal's  eight-year  term. 

Likewise,  General  Magic,  a  Sunnyvale,  Calif,  developer 
of  telecommunications  technology,  said  it  overstated  b 
$1.2  million  the  $5  million  in  revenue  it  had  booked  in  th 
fourth  quarter  of  1999  for  a  fee  General  Motors  paid  to  li 
cense  its  voice-interface  system.  In  February  it  announced 
that  it  would  recognize  the  revenue  over  the  period  of  th 
license  agreement.  Little  differences  in  revenue  make  a  bi£ 
difference  in  investor  perceptions  at  a  young  company  lik< 
this  one.  Since  the  announcement,  General  Magic's  stod 
has  fallen  38%  to  $5. 

How  can  you  see  these  disasters  coming?  Often,  yoi 
can't.  But  one  old  rule  of  thumb  in  investing  definitely  ap 
plies  here:  Check  out  items  like  accounts  receivables,  un 
billed  receivables  or  deferred  income  in  financial  state 
ments.  If  they  are  high  or  rising  fast,  be  very  wary.  I 
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Elvis  Be  Gone 

Last  year  David  Pecker  and  his  backers  spent  $1  billion  to  buy 
the  National  Enquirer,  Star  and  Globe.  As  the  mainstream  media 
go  tabloid,  can  Pecker  take  the  tabloids  mainstream? 


BY  PETER  SPIEGEL 

Till  HEADQUARTERS  OF  AMER- 
ican  Media  Inc. — parent  of 
the  Motional  Enquirer,  Star 
and  Globe — in  the  hayseed 
town  of  Lantana,  Fla.  is  a  far 
u\  from  the  glamorous  world  of 
celebrities  that  its  publications  report  on 
weeklv.  The  entryway  is  lined  with  fad- 
ing gray  wallpaper,  carpet  and  drapes, 
gh  ing  the  place  the  feel  of  a  down-and- 
out  dentist's  office.  AMI  Chief  Executive 
I  )a\  id  Pecker  is  less  kind:  "It  looks  like  a 


correctional  facility." 

Twenty  minutes  down  1-95  in  tony 
Boca  Raton  is  the  future  home  of  AMI 
and  its  tabloid  empire.  After  a  $7  mil- 
lion renovation  is  completed  this  sum- 
mer, the  building,  which  sits  on  a  golf 
course  and  has  babbling  fountains  out 
front,  will  house  not  only  every  major 
supermarket  tabloid  in  the  U.S.  but  also 
a  TV  studio,  an  upscale  cafeteria  and  an 
employee  massage  center. 

The  move  is  emblematic  of  the 
changes  that  have  been  taking  place 


Enquiring  mind:  Pecker's 
ambitions  go  beyond  his  new 
gossip  sheets. 

since  Pecker  and  Evercore  Cap- 
ital Partners — a  New  York- 
based  investment  fund  headed 
by  former  Deputy  Treasury 
Secretary  Roger  Altman — 
bought  the  Enquirer  and  the 
Star  12  months  ago  for  $835 
million  and  the  Globe  last  No- 
vember for  $105  million. 

This  month  Pecker  wil 
launch  the  second  strike  in  a 
$50  million  advertising  blitz. 
He's  boosted  the  editorial  bud- 
get for  all  three  publications 
(the  Enquirer  is  currently 
staffing  a  new  six-person  New 
York  bureau),  hired  noted 
graphic  artist  Roger  Black 
(who  has  done  makeovers  foi 
Newsweek,  Esquire  and  Rolling 
Stone)  to  redesign  the  tabloids 
improved  paper  stock  anc 
made  the  tabloids  full-color  foi 
the  first  time  in  their  history . 
"These  are  great  brands,"  iiv 
sists  Pecker,  48,  a  blustery,  hy 
peractive  New  Yorker  who  buil 
Hachette  Filipacchi  {Elk,  Mira 
bella,  George)  into  one  of  the  fivi 
biggest  magazine  groups  in  the  U.S.  be 
fore  jumping  into  tabloids.  "The  thin; 
that  sold  me  was  the  opportunity  to  fi: 
them." 

Fixing  they  need.  In  the  past  decadi 
the  combined  circulation  for  sensationa 
supermarket  papers  has  fallen  from  8.' 
million  to  4.7  million.  Part  of  the  prob 
lem  has  been  competition  from  th- 
mainstream  media  and  the  emergenc 
of  television  shows  like  Entertainmen 
Tonight,  Inside  Edition  and  Extra!  whid 
thrive  on  the  same  celebrity  gossip  far 


r 


www.redwax.com 


National  Enquirer 


as  the  checkout  counter  tabloids.  Says 
Stephen  Coz,  the  42-year-old,  Harvard- 
educated  editor  of  the  National  En- 
quirer, "People  magazine  is  the  National 
Enquirer  a  week  late." 

More  important,  argues  Pecker,  was 
the  benign  neglect  of  the  former  owners, 
who  took  an  $87  million  dividend  out  of 
the  company  in  the  mid-1990s  and  in- 
vested very  little  in  growth  after  that.  In- 
deed, total  marketing  expenditures  for 
the  Star  and  the  Enquirer  went  from  $16 
million  per  year  in  1993  to  a  paltry 


keting  the  mainstream  content  of  all 
three  publications,  going  so  far  as  to  offer 
a  reward  to  anyone  who  can  find  a  story 
about  an  alien,  a  UFO  or  an  Elvis  sighting 
in  a  recent  edition.  "The  three-headed 
monsters  really  came  out  of  the  Enquirer 
in  the  mid-1980s,"  says  Pecker. 

Coz  and  Anthony  Frost,  a  Fleet 
Street  veteran  who  oversees  the  Globe 
and  the  Star,  have  refocused  the  titles  so 
there's  less  overlap.  The  Enquirer,  with 
the  largest  staff,  will  be  the  investigative 
paper;  the  Star  will  be  a  softer,  more 


Readers  Vanish! 


4  Circulation  in  millons 


),000  in 
)9S.  [n  addition,  the  old 
owners  repeatedly  passed  up  opportuni- 
ties to  expand  the  tabloids'  brand  into 
new  businesses.  "Between  [the  tabloidi/a- 
tion  of]  TV,  radio  and  the  Internet,  it's 
unbelievable  that  the  National  inquirer, 
which  is  the  granddaddy,  the  jewel  ol 
celebrity  gossip,  doesn't  have  the  num- 
ber one  position  in  all  those  media  out- 
lets," fumes  ( 'o/. 

To  Pecker,  all  this  neglect  smells  like 
an  opportunity.  But  he'll  have  some 
daunting  hurdles  to  clear.  According  to 
internal  research,  only  one  in  every 
seven  people  who  pick  up  Pecker's 
tabloids  in  supermarkets  buys  the 
publications,  ,\n  appallingly  low 
ratio  in  retailing.  To  combat  what 
ills  the  "red-faced  buyer," 
Peckei  has  been  aggressively  mar- 


celebrity-friendly  magazine;  the  Globe 
will  continue  to  be  the  raciest,  running 
photos  and  tales  that  wouldn't  appear 
in  the  other  two. 

Marketing  would  help.  Pecker  has 
found  that  when  specific  issues  are  pro- 
moted in  TV  and  radio  advertising,  sales 
lump  about  7%.  Potentially  much  more 
lucrative,  however,  is  Pecker's  push  to 
increase  ad  pages,  an  afterthought 
under  previous  owners.  AMI  will  get 
maybe  8%  of  its  $425  million  in  rev- 
enues in  the  current  fiscal  year  from  ad- 
vertising. The  norm  at  Hachette  is 


'The  Enquirer  [is]  the 
granddaddy,  the  jewel  of 
celebrity  gossip^ 


more  like  75%. 

The  new  sales  staff  is  expected  to 
grow  from  6  to  30  this  year  under  the 
guidance  of  Richard  Amann,  the  former 
group  publisher  of  Hachette,  lured  to 
AMI  in  April.  This  spring  Pecker  opened 
a  Detroit  sales  office;  a  Ford  ad  buyer 
told  Amann  last  month  that  he  was  the 
first  Enquirer  salesman  to  call  him  in 
more  than  ten  years. 

At  the  same  time  Pecker  has  excised 
what  he  calls  the  "snake-oil  advertis- 
ing," the  small,  unsavory  ads  that  used 
to  litter  the  tabloids.  The  move  cost  AMI 
some  revenue,  but  it  could  pay  out  big 
returns  in  the  long  term.  Already, 
entertainment  firms  (HBO, 
Paramount,  NBC)  have  re- 
placed tobacco  companies  as 
the  largest  advertisers  in  the 
three  tabloids. 

Finally,  there  are  Pecker's 
new  launches.  He's  testing  a  new 
Spanish-language    Enquirer,    called 
Mira!  ("Look!"),  and  next  month  he 
will  unveil  a  new  Web  site  for  the  En 
quirer  which  will  feature  daily  (perhaps 
even  hourly)  updates  on  celebrity  gos- 
sip. If  scandal  has  worked  for  the 
Drudge  Report  and  MediaGossip.com 
it  can  work  for  the  National  Enquirer. 
Even  in  times  of  benign  neglect,  su 
permarket  tabloids  can  make  gooc 
money.  In  1998,  the  last  year  under  the 
previous   management,  AMI  had 
32.8%  operating  margin  (net  befon 
depreciation,  interest  and  taxes,  as  i 
fraction  of  sales).  That's  better  than  th< 
margin    at    mainstream    magazin* 
groups  like  Ziff-Davis  (PC  Magazine 
PC  Week)  and  Primedia  (Seventeen 
Soap  Opera  Digest).  This  year,  even  wid 
the  Globe  acquisition,  AMl's  operating 
margin  should  again  top  32%. 

And  despite  all  his  professed  devo; 
tion  to  the  tabloids,  what  really  excite! 
Pecker  is  what  he  might  be  able  to  dj 
with  that  operating  income.  Times-Mir 
ror's  new  owner,  the  Chicago 
based  Tribune  Co.,  has  openly  dis 
cussed  selling  off  parts  of  th 
Times- Mirror  empire,  and  Peckej 
thinks  its  20  magazine  tides  woul 
fit  nicely  into  AMI.  "I  ran  half  c 
those  books,"  Pecker  brags. 
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If  you  are  interested  in  the  following  contents,  then  do  the  above  two  things . 


China's  access  lo  WTO  is  approaching,  would  you  like  to 
n  the  door  to  investment  in  China?  If  you  do  we  would  like 
nvite  you  to  China  Fair  for  International  Investment  &  Trade 
FIIT  ). 

ITT  is  China  s  sole  national  large-scale  investment  promotion 
inization.and  to  date  has  held  three  very  successful  investment 
le  fairs  signing  foreign  contracts  worth  US$33,249  billion. 
>unling  for  one-fourth  of  the  amount  of  foreign  capital  utilized 
-hina  in  the  same  period. 

fourth  CFIIT  will  highlight  further  on  the  theme  of 
stment.  this  will  attract  delegations  from  hundreds  of  the 
•stnient-soaring  cities  and  thousands  of  the  economic  and 
nological  development  areas  in  32  provinces,  cities  and 
ans  throughout  the  country.  This  is  an  opportunity  to  meet 
of  thousands  of  the  investment  community  for  future 
stment  cooperation  projects  which  will  entail  the  complete 


supplying  of  equipment  and  facilities. 


Fordeta.is.  please  click  (www.chinafair.org.cn?) 

Sponsor:       Ministry  of  Foreign  Trade  and  Economic 

Cooperation  of  the  People's  Republic  of  China 
September  8-1 2. 2000 
Xiamen.  China 
98xiamen<s  public.xm.fj.cn 
Foreign  Capital  Department  of  the  Ministry 
of  Foreign  Trade  and  Economic  Coopera- 
tion of  the  People's  Republic  of  China 
Fax:86-10-65197839 

Liaison  Office  of  the  Organizing  Committee 
of  CFIIT 
Fax:86-592-5129898 
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Venue: 
E-mail: 
Contact 


CHINA  FAIR  FOR  INTERNATIONAL 
INVESTMENT  &  TRADE 


Peter  Guber  2.0 

What  can  a  disgraced  former  studio  executive 
do  in  a  small  town  like  Hollywood?  Reinvent  himself 
as  an  Internet  and  convergence  visionary. 


i] 


BY  MARK  LACTER 

YOU  CAN'T  KEEP  A  GOOD  MAN 
down.  After  a  spectacularly  chaotic 
reign  at  Sony  Pictures  Entertain- 
ment that  resulted  in  a  $2.7  billion  write- 
off, Peter  Guber  and  his  former  partner 
'eters  were  excoriated  in  the  aptly  ti- 
1996  hook///'/  mul  Run. 

matter.  He  has  reincarnated 


himself  as  a  guru  of  convergence.  His 
vision  will  guide  the  way  for  the  inter- 
twining of  entertainment  and  technol- 
ogy— if  people  will  listen  to  him. 

"The  poet  and  the  engineer"  is 
how  Guber  characterizes  the  two  sides 
of  the  coin  in  speeches  and  on  his 
fledgling  Web  site,  which  comes  com- 
plete with  references  to  Zen  masters, 


inner  voices  and  shaman! 
around  the  campfire.  "It  is  th< 
oohs  and  ahhs  of  the  humar 
heart  more  than  the  digital  0: 
and  Is  that  will  determine  th< 
history  of  these  technologies,' 
he  pontificates. 

His  ambition  is  to  create  ; 
preeminent  Hollywood  portal 
But  Guber  is  late  to  the  game 
having  ignored  the  Internet  fo] 
most  of  the  1990s.  Even  now  hi: 
recently  formed  Mandalay  E 
media  is  a  grab  bag  of  small-timi 
investments  and  partnerships 
some  of  which  are  more  mystica 
than  real. 

During  a  Los  Angeles  con 
ference  on  convergence 
March,  Guber  announced  tha 
he'd  struck  an  unspecified  dea 
with  a  small  Marina  Del  Re; 
Calif.  Internet  outfit  calle 
RadicalMail  and  that  a  press  re 
lease  was  forthcoming.  It  neve 
came.  "We're  just  talking  t 
them  right  now,"  says  Radica 
Mail's  director  of  marketin 
lay  Stevens.  Responds  Noar 
Dromi,  Guber's  23-year-old  di 
rector  of  new  media  and  a  for 
mer  TV  scribe:  "It's  not  aboi 
making  money  today.  It's  aboi 
coming  up  with  the  most  corr 
pelling  content  for  the  Mandala 
brand." 

Mandalay  is  one  of  the  b 
themes  on  Guber's  Web  page, 
desultory  survey  of  a 
thoughts  on  his  career,  min^ 
the  dirty  laundry.  He  speal 
wistfully  of  when  his  mom  rea 
him  the  Rudyard  Kipling  poei 
"On  the  Road  to  Mandala) 
("where  anything  is  possible  an 
fantasy  mirrors  reality").  In  tl 
Dealmakers  section,  which  promis 
to  reveal  the  "Moguls  who  make 
happen,"  the  only  "mogul"  is  ...  Pet 
Guber.  There's  Mandalay  Radio,  < 
audio  feed  where  celebrities  are  inte^ 
viewed  by  Guber.  The  Vault,  a  cor 
pendium  of  "the  real  history  behir 
Mandalay,"  is  empty  except  for  a  f« 
press  releases.  Coming  Soon  featur 
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include  a  script-publishing  service,  in- 
teractive games  and  something  called 
The  Young  Turks. 

Guber  hazily  admits  he's  still  look- 
ing for  the  magic  potion.  "We're  going 
to  have  to  find  new  ways  of  storytelling. 
It's  not  going  to  be  repurposing  exist- 
ing cannon  fodder  for  the  new 
medium." 

But  if  it's  anything  like  some  of  his 
post-Sony  deals  to  date,  fasten  your 
seat  belt.  Operating  out  of  the 
cramped  Jerry  Lewis  building  on  Via- 
com's Paramount  Studios  lot,  his 


V   'i  : 

Since  his  infamous  Sony  days,  Peter 
Guber  has  assembled  a  group  of  com- 
panies—with mixed  results. 


Domestic  box 
office  for  Mandalay  Pictures'  The 
Legend  of  Sleepy  Hollow  (1999). 

Domestic  box 
office  for  Mandalay  Pictures'  Gloria 
(1999). 

Operating  loss 
at  Guber-led  Sony  Pictures 
Entertainment  in  1994  that  resulted 
from  settlement  of  outstanding 
lawsuits  and  contract  claims. 


Self-promotional  references  to 
Guber  on  Mandalay's  Web  site- 
ostensibly  designed  as  open  forum. 

Sources:  Mandalay  Group  of  Cos..  Sony  Pictures 
Entertainment.  Exhibitor  Relations  Co. 


Mandalay  Group  of  Cos.  (of  which  E- 
media  is  one  company)  is  a  mishmash 
of  businesses  that  produce  movies 
i  Wild  Things;  Donnie  Brasco),  televi- 
sion series  (Cupid;  Oh,  Baby)  and 
sports  entertainment  (minor  league 
baseball,  sports  videos).  Guber  and 
Paul  Schaeffer,  his  consigliere  from  the 
Sony  years,  are  members  of  each  sepa- 
rately incorporated  partnership,  but 
other  people's  money  provides  much 
of  the  capital.  Canada-based  Lions 
Gate  Entertainment  Corp.,  for  in- 
stance, has  a  45%  equity  stake  in  Man- 
dalay Pictures,  while  basketball  legend 
Magic  Johnson  has  a  piece  of  Man- 
dalay's Dayton  Dragons  minor  league 
baseball  team. 

"I'm  a  collector  of  relationships," 


Guber   spits   out   in   machine   gun 
staccato. 

Apparently  still  smarting  from  his 
days  of  being  controlled  by  far-off 
bosses  in  Tokyo,  he  boasts  of  new- 
found independence.  "You  don't  have 
anyone  leering  at  you  saying,  "Why 
didn't  you  do  this?  Why  didn't  you  do 
that?'  We  do  whatever  we  damn  want 
to  do,"  he  says. 

Not  exactly.  Lions  Gate,  which  is 
publicly  held,  isn't  thrilled  with  its  $75 
million  (Canadian)  investment,  having 
lost  $9.4  million  in  Mandalay  Pictures 
since  the  partnership  was  formed  twe 
years  ago.  "We  are  closely  monitoring 
the  situation,"  Lions  Gate  Chairmar 
Frank  Giustra  intoned  in  the  com 
pany's  annual  report. 

The  Lions  Gate  investment  is  par 
of  a  20-picture,  $800  million  produc 
tion  deal  Guber  cut  in  1998  with  Para 
mount,  home  to  longtime  friends  sue 
as  Sherry  Lansing,  chairman  of  Para 
mount's  Motion  Picture  Group,  anc 
Jonathan  Dolgen,  chairman  of  Viacon 
Entertainment  Group  and  a  forme 
Sony  executive.  Though  he's  eked  ou 
some  hits,  such  as  the  gruesome  Th 
Legend  of  Sleepy  Hollow,  he's  also  ha< 
stinkers  that  include  the  forgettabl 
Gloria  and  a  screen  version  of  Le 
Miserables. 

Back  in  cyberspace,  meanwhile,  he 
backpeddling  from  a  curious  stint  as 
director  of  Dreamlife,  an  online  startu 
controlled  by  motivational  guru  Ton 
Robbins,  another  chum.  The  compan 
lacks  revenues  and  earnings,  but  it  sti 
attracted  celebrities  that  included  Tor 
Brokaw,  Bryant  Gumbel  and  And 
Agassi,  who  got  shares  at  slighdy  mor 
than  half  the  market  price  in  a  comple 
reverse  merger.  The  stock  sank  once  th 
celebrities  bailed  out.  "I'm  not  involve 
in  it,"  Guber  protests.  "I'm  not  an  exec 
utive  officer,  I  own  no  stock.  That's  a 
important  distinction." 

In  fact,  Guber  holds  exercisable  of 
tions  representing  15,000  commo 
shares.  But  for  someone  who's  from  tr 
fantasy  factory,  what's  a  little  evasivi 
ness?  "A  lot  of  people  will  say  I  am  t< 
tally  crazy,"  he  muses,  "but  no  one 
going  to  say  I'm  stupid." 
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The  Bark  Is  Worse 
Than  the  Bite 

Jeffrey  Koo,  Taiwan  banker  and 
diplomat,  says  not  to  worry  about 
pressure  from  blustery  China. 


BY  MICHAEL  FREEDMAN 

CHINA'S  USUAL  BLUSTER  ABOUT 
Taiwan  escalated  into  full-scale 
threats  during  the  March  presi- 
dential election  of  Chen  Shui-bian. 
Chen's  victory  over  the  entrenched 
Kuomintang  party  was  seminal.  His 
Democratic  Progressive  Party  has  pro- 
moted Taiwan's  independence  from  the 
mainland.  He  will  be  inaugurated  May 
20,  just  before  the  U.S.  House  of  Repre- 
sentatives is  set  to  vote  on  a  bill  that 
would  normalize  U.S.  trade  relations 
with  China. 

Although  Chen  has  tempered  his 
tough  talk,  it's  still  not  clear  what's  in 
store  for  Chinese-Taiwanese  relations. 
One  man  able  to  gauge  the  situation  is 
Jeffrey  Koo.  The  66-year-old  chairman 
of  Taiwan's  largest  private  bank,  Chi- 
natrust  Commercial,  is  also  the  na- 
tion's ambassador  at  large  and  na- 
tional policy  adviser  to  outgoing 
Taiwan  President  Lee  Teng-hui.  His 
uncle,  Koo  Chen-fu,  has  been  Taiwan's 
negotiator  with  Beijing. 
And  son  Jeffrey  Jr.  re- 
cently set  up  a  meeting  for 
his  father  with  "good 
friend"  President-elect 
Chen.  FORBES  met  up 
with  Jeffrey  Koo  Sr.  at  his 
Taipei  office. 
Forbes:  Should  businessmen  worry  about 
the  election  of  a  stand-up-to-Beijing  type? 
Koo:  Of  course.  Everybody  is  con- 
cerned. We  can  see  the  Chinese  govern- 
ment is  going  to  put  much  more  pres- 
sure on  the  new  government  because  it 
is  going  to  be  run  by  the  party  that  has 
been  suggesting  independence  from 
<  liinu.  Hut  I  think  when  Mr.  Chen  be- 
^  president  he  will  have  to  deal 

with  i lie  reality  of  this  situation.  Some- 


how, he  has  to  find 
a  way,  a  very,  very 
narrow  corridor,  to 
maintain  the  peace- 
ful relationship  be- 
tween China  and 
Taiwan. 

Do  you  support  an  in- 
dependent Taiwan? 
The  Democratic 
Progressive  Party 
says  "independence"  to  earn  sympa- 
thy and  support  from  the  Taiwanese. 
But  it's  just  a  slogan,  and  when  they 
take  power  they  have  to  face  the  real- 


"To  feed  1.3  billion,  China  must 
have  continuous  economic 

growth.  Mo  one  invests  in  war." 


ity  that  it's  no  longer  that  important. 
The  reality  is  that  if  we  don't  achieve 
continuous  economic  development 
we  will  have  nothing.  We  have  no  nat- 
ural resources.  The  only  thing  we  have 
is  human  resources,  and  human  re- 
sources can  survive  only  if  we  have 
earned  enough  money  to  show  our  ex- 
istence in  the  international  commu- 
nity. We  can  use  the  money  to  help 
other  countries  that  need  support. 


And  by  doing  that  we  earn  greater 

support    from    the    international 

community. 

So  China  can't  afford  to  invade  Taiwan? 

People  supported  the  Chinese  regime 
in  the  1990s  because  they  were  able  to 
achieve  economic  development  and 
living  standards  improved.  But  their 
economy  slowed  down  in  the  past  two 
years  with  the  Asian  financial  crisis, 
and  not  even  one  of  the  promises  Chi- 
nese Premier  Zhu  Rongji  made  has 
been  fulfilled.  China  needs  double- 
digit  growth,  but  they  have  realized 
that  in  the  present  system  it's  almost 
impossible  to  achieve  that.  To  feed  1.3 
billion  people  they  must  have  continu- 
ous economic  development.  That's 
why  they  want  to  join  the  World  Trade 
Organization.  But  if  they  were  to  in- 
vade   Taiwan,    foreign    investment 
would  stop.  No  one  is  going  to  invest 
in  a  country  that's  at  war. 
So  you're  not  concerned  that  increased 
tension  will  escalate  and  potentially  hurl 
business  interests? 
No.  From  now  until  the  Americar 
presidential  election  this  Novembei 
I'm  sure  there  will  be  as  much  pressure 
as  possible.  But  they  will  do  nothing  tc 
provoke  the  U.S.  to  take  a  firmer  posi 
tion  against  China.  I'm  Chinese.  I  un 
derstand  the  Chinese.  They're  prag 
matic.  They  are  pushing  very  hard  fo: 
nationalism  and  they  are  teaching  thei 
people  to  resent  Taiwan.  But  this  prag 
matism  will  prevent  then 
from  taking  physical  ac 
tion.  They  will  try  to  shu 
us  out  of  the  internationa 
community  as  they  ha 
done  in  the  past.  And  the 
will  try  to  influence  th 
U.S.  government  not 
give  us  advanced  weaponry.  But  ii 
1996,  when  they  fired  a  missile  in  ma 
neuvers,  they  learned  that  it  cause 
nothing  but  things  they  do  not  want  tj 
have.  It  pushed  America  to  send  tw> 
carrier  groups  over.  China  used  to  sa^ 
"Taiwan's  a  naughty  boy.  We're  so  nic 
to  them."  But  then  it  was  revealed  the 
they  are  the  ones  with  the  whip  in  the} 
hands.  I  don't  think  they  are  going  ti 
repeat  the  mistake. 
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C-lect  Your  Customer 

Want  to  go  into  the  local  phone  business?  You  need  a  new  technology 
or  a  new  customer  base.  Allegiance  went  for  the  customer  base. 


BY  PHYLLIS  BERMAN 

THERE  WAS  A  LOT  TO  TALK  ABOUT 
at  the  raucous  telecom  industry 
meeting  at  Disney  World  in  late 
1996.  Bill  Clinton  had  just  signed  the 
Telecommunications  Act  of  1996,  taking 
the  local  phone  business  out  of  the 
world  of  regulated  monopolies  and  into 
the  world  of  free-wheeling  competition. 
Royce  Holland  and  Thomas  Lord 
got  away  from  the  crowds  by  climbing 
aboard  the  monorail.  Holland  had  cam- 
paigned for  the  law.  Now,  says  he,  "I 
wanted  to  take  advantage  of  it."  Would 
Lord  help  him  start  a  company? 


Holland  had  cofounded  the  first 
competitor  to  regional  Bell  operating 
companies,  MFS  Communications,  in 
1987.  He  and  James  Crowe,  now  head  of 
Level  3  Communications,  started  it  as  a 
division  of  Peter  Kiewit  Sons',  the  con- 
struction firm.  It  went  public  in  1993 
and  four  years  later  was  sold  to  Bernard 
Ebbers'  MCI  WorldCom  for  $13  billion. 
Ebbers  and  Crowe  wanted  Holland  to 
stay  on  or  at  least  sign  a  noncompete 
but  he  refused.  A  nasty  law- 
suit followed,  but  they 
reached  a  settlement  where 


Lord,  a  senior  managing  director  at 
Bear  Stearns,  was  instrumental  in  rais- 
ing billions  in  junk  bond  financing  for 
the  nascent  industry  starting  in  1992. 
His  customers  included  MFS. 

The  duo's  experience  helped  them 
spot  an  opportunity.  Allegiance  Telecom 
would  neither  develop  new  technology 
nor  bury  fiber  in  the  ground.  It  would 
take  advantage  of  what  others  had  done 
and  would  concentrate  on  sales  and  ser- 


vice. They  knew  that  they 
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market:  Royce  Holland 

looks  after  the  pizza         selves-  So-called  competitive 
Holland  was  vindicated.  parlor  and  the  florist.        local  exchange  carriers,  oi 
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Allegiance  Telecom 


CLECs  (pronounced  cee-lecks),  were 
springing  up  all  over  the  country.  To  dis- 
tinguish Allegiance,  Holland  and  Lord 
targeted  small  and  medium-size  busi- 
nesses with  5  to  24  phone  lines  and  of- 
fered them  a  range  of  services,  including 
Internet  connections  and  Web  hosting. 
Plan  in  hand,  they  approached  ven- 
ture capitalists  with  a  most  unusual 
proposition:  If  the  venture  capitalists  put 
up  $95  million  and  Holland  and  Lord 
put  up  $5  million,  they  would  get  only  a 
proportionate  share  of  the  equity,  or  5%, 
a  stake  that  they  would,  moreover,  share 


Solution?  Allegiance  hired  software 
developers  MetaSolv  and  DSET  to  work 
with  its  employees  to  develop  a  program 
to  put  electronic  interfaces  between  Al- 
legiance back  offices  and  the  systems  of 
the  Bell  companies.  Now  an  account 
from  Bell  Atlantic,  for  example,  can  be 
transferred  to  Allegiance  in  18  days. 

Allegiance  likes  the  fact  that  the  soft- 
ware company  took  on  the  development 
costs.  "If  a  telecommunications  company 
starts  talking  about  developing  its  own 
software,  you  will  hear  a  loud  sucking 
noise,  which  is  the  sound  of  greenbacks 


If  a  telecom  company  talks  of  developing 

software,  listen  for  a  loud  sucking  noise,  the 

sound  of  greenbacks  going  down  a  big  hole. 


with  managers  they  recruited. 

A  giveaway  to  the  founders?  No, 
there  was  a  big  kicker.  If  they  achieved  a 
goal  of  taking  the  company  public  with 
a  valuation  at  least  triple  the  $100  mil- 
lion starting  point,  the  insiders'  5% 
stake  would  balloon  to  33%. 

One  year  and  three  months  after 
startup,  in  April  1997,  Allegiance  went 
public  with  a  capitalization  of  $780  mil- 
lion. The  founders  got  their  third.  After 
dividing  that  among  29  other  employees 
and  taking  sonic  dilution,  the  two  now 
share  a  stake  of  7.6%  in  the  company. 
I  hat  little  stake  is  worth  $632  million. 
Today  Holland,  51,  works  out  of  Dallas 
as  chief  executive  officer;  Lord,  43,  is  in 
Atlanta  as  chief  financial  officer. 

When  Allegiance  goes  into  a  market 
it  begins  its  operations  by  leasing  space 
m  the  central  office  of  the  incumbent 
Bell  and  installing  its  own  switches. 
Then  it  leases  lines  on  which  signals  can 
travel.  Meanwhile,  its  sales  force  is  out 
calling  on  potential  customers.  Cus- 
tomers who  commit  to  two  years  of  Al- 
legiance service  get  a  20%  discount. 

Selling  was  the  easy  part.  Much 
more  difficult  was  getting  the  Bells, 
which  still  have  97%  o\  the  market,  to 
sfer  accounts  in  a  timely  way.  The 
|  ss  initially  took  45  days  or  more  to 
complete. 


going  down  a  big  hole,"  Holland  says. 

Allegiance  has  cut  similar  deals 
with  13  other  software  vendors,  all 
with  products  made  to  its  specifica- 
tions to  make  Allegiance's  back  office 
run  smoothly.  One  piece  of  software 
handles  customer  calls,  reducing  the 
average  time  before  a  phone  is  picked 
up  to  between  11  and  12  seconds  and 
the  call-abandonment  rate  (the  indus- 
try term  for  a  hang-up  by  a  frustrated 
customer)  to  a  low  3%.  Allegiance 
makes  it  worthwhile  for  the  software 
developers.  They  get  not  only  fees  but 
also  the  right  to  sell  the  software  to  any 
of  Allegiance's  competitors. 

Allegiance  starts  generating  revenues 
6  to  9  months  after  it  enters  a  city,  versus 


►  By  the  Numbers 

The  race  is  on  for  Allegiance  to  pick  up 
a  piece  of  a  huge  market. 


Total  size  of  U.S. 


telecom  market. 


Size  of  market  for 


business  lines. 

Market  share  held  by  the 
regional  Bells. 

Market  share  Allegiance  wants 
by  2002. 


the  18  to  24  months  it  took  the  first 
CLECs.  Within  that  time  Allegiance  usu- 
ally picks  up  enough  customers — as  it's 
doing  in  19  markets — to  move  its  busi- 
ness from  the  Bell's  leased  lines  to  the 
fiber-optic  wires  thrown  under  side- 
walks by  all  manner  of  telecom  ven- 
tures. Allegiance  signs  20-year  contracts 
with  the  wires'  owners,  companies  like 
Metromedia,  Level  3  and  Brooks  Fiber, 
at  fixed  rates.  There  are  two  to  five  ven- 
dors of  so-called  dark  (uncommitted) 
fiber  in  each  of  Allegiance's  markets. 
Allegiance  expects  to  be  in  36  U.S. 
cities  by  the  end  of  2001.' 
Reed  Hundt,  former  head 
of  the  FCC  and  an  Alle- 
giance board  member,  is 
a  real  believer.  Allegiance, 
he  says,  can  make  a  fine 
business  dressing  up  plain 
telephone  service  with  ex- 
tras like  Web  hosting  and  software  de- 
livery to  help  small  businesses  do  busi- 
ness-to-business over  the  Web. 

Wall  Street  is  a  believer,  too.  Even 
after  the  crash  in  speculative  technology 
stocks,  Allegiance  commands  an  $8.4  bil 
lion  market  value  on  meager  fundamen 
tals — it  lost  $49  million  last  year  on  $10< 
million  in  sales.  But  there's  no  denyinj 
the  momentum  here.  Allegiance  adde< 
72,600  lines  in  the  first  quarter  of  200C 
bringing  the  total  to  314,300. 

Good  thing  Thomas  Lord  ha 
translated  this  success  story  into  han 
capital.  Allegiance  has  $1.2  billion  is 
cash,  enough  to  fund  all  36  markets  h 
its  business  plan.  "Loading  up  on  high 
yield  debt  is  heroin  for  some  compa 
nies,"  says  Lord.  So  in  January  he  raise 
$660  million  for  the  company  (an 
$340  million  for  insiders  wanting  t 
sell)  in  a  stock  offering  at  $105.  (Recei 
price:  $77.)  Three  weeks  later  he  got 
$500  million  bank  loan. 

Allegiance  has  lofty  goals:  reveni 
approaching  $1  billion  by  2002,  whic 
would  give  it  1%  of  the  local  phor 
market  for  business  customers.  Tr 
ten-year  objective  is  $6.5  billion.  Coul 
CLECs  ultimately  pick  up  half  the  loc 
business,  just  as  AT&T's  competitoj 
took  half  of  long  distance?  "You  betj 
says  Holland. 
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Peck.  Peck.  Peck.  The  brash,  young  ISPs  keep  saying  you  should  throw  out  your  current  technology.  The 
Internet  is  the  only  thing  you  need.  But  what  if  you're  not  ready?  What  if  you  still  want  your  private  network? 

Then  maybe  you  shouldn't  be  working  with  an  ISP.  Maybe  you  should  be  working  with  us.  As  one  of  the 
world's  largest  Internet  providers.  WorldCom"'  not  only  offers  all  the  connectivity  and  hosting  services  ISPs 
can.  We  offer  all  the  other  data  services  they  can't.  Public  or  private.  DSL  or  VPN.  Wireless  or  Voice  over  Frame. 

Look,  the  Internet  is  a  wonderful  technology  that  should  be  a  part  of  any  growing  business.  We  just  don't 
think  you  should  be  forced  to  bet  the  farm  on  it. 

For  more  information,  visit  us  at  www.wcom.com/generationd. 
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Close  to  Home  By  Jennifer  Roback  Morse 


Mind  Games 


NOW  THAT  AL  GORE  HAS  WRAPPED  UP  THE  DEMO- 
cratic  nomination,  business  leaders  should  pay  at- 
tention to  a  couple  of  expensive  proposals  for 
mental  health  care  that  have  been  kicking  around 
in  the  Clinton  Administration.  In  the  time-hon- 
ored tactic  of  the  Left,  the  Clinton-Gore  machine  evidently 
hopes  to  paint  anyone  opposed  to  it  as  a  meanie,  as  simply 
against  helping  the  mentally  ill.  But  both  these  initiatives  are 
bad  policy  for  the  mentally  ill,  and  costly  to  business. 

The  first  initiative  is  mental  health  parity  in  health  insur- 
ance. The  idea  is  that  mental  illness  is  an  illness  just  like  any 
other  and  should  be  covered  by 
insurance  in  the  same  way  that 
any  other  illness  is  covered.  A 
1996  law  requires  the  same  an- 
nual and  lifelong  spending  caps 
for  mental  illness  as  for  other 
illnesses.  Recent  Administration 
proposals  have  advocated  ex- 
panded forms  of  parity. 

The  problem  with  parity  is 
that  mental  illnesses  are  all  over 
the  map.  Some  people  who 
seek  treatment  from  mental 
health  professionals  could  just 
as  easily  be  helped  by  clergy- 
men or  self-help  groups.  (The 
experts  call  these  people  "the 
worried  well.")  Other  forms  of 
mental  illness  can  be  successfully  treated  with  medication. 
Other  conditions  have  some  prospect  of  improvement  after  a 
course  of  intensive  and  specialized  therapy,  which  is  inher- 
ently expensive.  Still  other  forms  of  mental  illness  are  so  seri- 
ous and  devastating  that  the  family  faces  the  prospect  of  life- 
long care  tor  their  loved  one. 

Since  the  treatment  varies  according  to  the  type  and 
severity  of  the  illness,  so  should  the  approach  to  financing 
that  treatment.  The  typical  annual  limits  on  health  coverage 
are  meant  to  (.oxer  surgery,  hospital  stays  and  the  like,  not 
lifelong  residential  care  or  open-ended  counseling.  The  in- 
surance  company  nightmare  about  mandating  broader  lim- 
its is  that  the  "worried  well"  will  indulge  in  expensive 
psychotherapy. 

I  he  potential  tor  these  abuses  will  lead  insurance  com- 
panies and  HMOs  to  insist  on  increased  scrutiny  and  limita- 

The  families  o!  the  mentally  ill  have  nightmares  of  in- 
51         t  company  bureaucrats  choosing  medications  and 

I I  Kills.  I  )o  we  really  want  1 1MO  pharmacy  boards  decid- 


The  mentally  ill 

deserve  better 

than  to  be  swept 

into  categories  we 

already  have  in 

place,  categories 

meant  to 

address  different 

problems. 


ing  which  medication  our  rel- 
atives can  have?  Do  we  really 
want  insurance  companies  set- 
ting limits  on  the  time  a  per- 
son can  spend  in  a  treatment 
facility?  Insurance  companies 
are  already  doing  these  things. 
Requiring  further  broad-based 
benefits  can  only  accelerate 
these  trends. 

The  second  proposal  put 
forth  by  the  Administration  is 
to  treat  mental  disability  like  other  disabilities  for  the  pur- 
poses of  discrimination  law.  Last  year  Clinton  quietly  or- 
dered the  Civil  Service  to  investigate  ways  in  which  the 
mentally  ill  might  have  been  unlawfully  excluded  from  pub- 
lic service. 

The  mentally  ill  need  people  to  understand  their  condi- 
tion. Employers  should  be  aware  of  their  potential  limitations 
and  special  needs  in  making  job  assignments.  The  more  dis- 
abled the  person  is,  the  more  it  is  truly  necessary  to  "discrinv 
inate"  in  this  sense.  A  person  with  bipolar  disorder  should  not 
be  expected  to  function  well  in  a  high-stress  position.  An  em- 
ployer who  takes  serious  mental  illness  into  account  shoulc 
not  be  punished  as  if  he  were  the  kind  of  person  who  hirec 
only  blacks  as  custodians. 

Tipper  Gore  is  passionate  about  mental  health  because  sh< 
had  the  experience  of  being  depressed  after  her  son  had  a  se 
rious  accident.  She  sought  care  from  the  mental  health  com 
munity  and  she  was  right  to  do  so.  Certainly,  she  should  no 
bear  any  stigma  or  face  discrimination  because  of  the  fact  tha 
she  sought  counseling. 

But  she  was  not  chronically  sick  in  the  way  that  peopl 
with  more  serious  disorders  are.  Some  people  with  mental  ill 
ness  require  long-term  care.  It  is  not  compassion  to  prohibi 
people  from  acknowledging  their  condition. 

The  mentally  ill  present  particular  challenges  to  us.  The 
challenge  our  notions  of  who  we  are  and  what  our  freedor 
means.  Sometimes  we  would  prefer  not  to  look  too  closely  i 
them  and  the  demands  they  place  upon  us.  They  deserve  be^ 
ter  than  to  be  swept  into  categories  we  already  have  in  plac 
categories  meant  to  address  different  problems. 

But  a  future  Gore  Administration  is  already  positioninl 
itself  to  "do  something"  for  the  mentally  ill,  using  the  blunt  irl 
struments  of  mandated  insurance  coverage  and  an  extendej 
discrimination  law. 

Jennifer  Roback  Morse  (jnwrse@jps.net  )is  a  Research  Fellow  at  the 
Hoowi  Institution. 
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ALK  ABOUT  OLD  ECONOMY:  JUST  LAST  YEAR  RICK 
Wagoner,  the  president  of  General  Motors,  didn't  have  a 
computer  in  his  office.  He  would  have  his  secretary  print 
his  e-mails;  he  would  scribble  comments  on  them,  and 
she  would  type  his  replies.  Wagoner's  company  was  just  as 
fuddy-duddy  as  he  was. 

But  it  is  telling  that  today  Wagoner  sports — indeed, 
proudly  shows  off— a  thin,  trendy  laptop  and  goes  nowhere 
without  the  silvery  flash  of  a  PalmPilot.  Yes,  he  even  types 
his  own  e-mail  these  days,  firing  off  late-night  messages  from  his  home  office. 
The  metamorphosis  of  G.  Richard  Wagoner  Jr.  is  complete.  Now,  can 
this  23-year  veteran  do  the  same  for  General  Motors?  On  June  1  the  low-key, 
likeable  executive  takes  the  wheel  at  General  Motors.  At  47,  Wagoner  is  the 
youngest  chief  executive  in  the  company's  92-year  history,  eight  months 
younger  than  the  famous  Alfred  P.  Sloan  Jr.  was  when  he  took  over  in  1923. 
Wagoner's  new  religion:  Bring  the  stodgy  automaker  up  to  Internet  speed, 
both  by  making  big  bets  on  e-anything  and  by  dislodging  the  insular  man- 
agement style  that  goes  back  to  Sloan's  day.  He's  already  on  the  prowl  outside 
the  company  for  a  chief  financial  officer,  and  he  won't  rule  out  putting  a  stake 
through  GM's  Oldsmobile  brand,  long  among  the  walking  dead. 

Truly  reviving  this  behemoth  of  a  company — facing  a  dwindling  market 
share  and  styling  irrelevancy— will  demand  some  big  moves.  The  next  eco- 
nomic downturn  could  cripple  it.  But  there  will  surely  be  no  renaissance 
without  Wagoner's  headlong  plunge  into  technology. 

"The  Internet  is  offering  all  sorts  of  capabilities  to  do  things  faster, 
whether  it  is  work  with  our  supply  base,  deal  with  the  customer  in  order- 
fulfillment  more  aggressively,  how  we  make  our  own  decisions,  how  we 
communicate  with  each  other,"  says  Wagoner.  "We  just  need  to  lead  in  that 
whole  e-business  area." 

It  is  a  massive  mobilization  that  stretches  across  business  lines  and 
around  the  globe.  One  front:  Use  the  Internet  to  pare  GM's  costs.  For  in- 
stance, a  plan  to  move  GM's  $87  billion  in  annual  purchasing  orders  online 
is  expected  to  slice  more  than  $1  billion  from  the  bill.  Another  line  of  attack: 
Establish  recurring  revenue  that  will  stream  in  long  after  the  company  has 
pocketed  the  cash  from  the  sale  of  a  car.  The  best  bet  is  GM's  OnStar  dash- 
board communications  service,  which  Merrill  Lynch  estimates  will  add 
more  than  $900  million  in  annual  revenue  by  2002.  Another  part  of  the 
campaign  is  to  use  the  Internet  as  a  marketing  tool.  There  is  a  string  of 
smaller  e-business  ventures:  One  allows  Taiwanese  car  buyers  to  apply  for 
loans  online  in  English  or  in  Mandarin. 

These  kinds  of  Web  schemes  are,  of  course, 
sweeping  the  corporate  landscape,  from  Wal- 
Mart  to  General  Electric,  as  Old  Economy  firms 
race  to  capture  New  Economy  innovations,  or  at 
least  their  stock  market  valuations.  In  the  auto 
industry  GM,  for  once,  is  ahead  of  Ford  and 
DaimlerChrysler  on  many  counts,  and  light-years 
in  front  of  J;  nanese  and  European  carmakers. 

But  GM  a  o  represents  the  biggest  test  yet  of 
whether  the  qi  ntessential  stuck-in-the-mud 
company  can  n    ;ve  itself  by  going  digital.  It  is, 
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after  all,  the  world's  biggest  firm  in  sales 
and  one  of  the  most  lumbering,  still 
struggling  to  heal  decades  of  self-in- 
flicted wounds.  Subtract  the  value  of 
GM's  68%  stake  in  Hughes  Electronics, 
and  the  Wall  Street  valuation  of  this  car 
company  is  a  tiny  $33.5  billion,  or  one- 
fifth  of  annual  revenue. 

There's  a  reason  for  this  insulting 
valuation.  GM's  net-profit  margin  is  well 
below  competitors',  and  Wagoner,  part 
of  the  old  guard  despite  his  relative 
youth,  is  written  off  by  a  contingent  of 
institutional  investors  who  wanted  GM's 
board  to  bring  in  an  outsider  as  the  boss 
to  replace  John  F.  Smith  Jr.,  62,  the  retir- 
ing chief  executive.  Smith  is  expected  to 
stay  on  another  year  or  so  as  chairman. 

Yet  Wagoner  understands  the  company 
too  often  moves  with  its  emergency 
brake  still  on.  His  e-commerce  push  is 
as  much  about  speeding  up  the  com- 
pany's 48,700-strong  white  collar  bu- 
reaucracy as  about  getting  into  new 
i  .esses.  Wagoner  is  also  betting  that 
change  will  come  faster  with — gulp — 


fresh  blood  from  outside  the  company 
to  replace  many  of  the  GM  executives 
nearing  retirement  age. 

The  biggest  change  will  come  early 
and  near  the  top:  GM  is  already  search- 
ing for  a  chief  financial  officer  to  re- 
place J.  Michael  Losh.  Losh,  54,  who 
was  once  a  dark-horse  candidate  for  the 
boss'  job,  won't  be  missed  on  Wall 
Street.  He  is  reviled  by  analysts  for  his 
arrogance  and  resistance  to  straight 
talk.  Earlier  this  month  Wagoner  hired 
a  top  Renault  designer,  Anne  Asensio, 
to  try  to  give  each  GM  brand  a  distinc- 
tive look.  The  Internet  won't  rescue  a 
clunky  design. 

"The  old  model  promoted  only 
from  within,  and  today's  business 
world  is  moving  fast,"  he  says.  "Bring- 
ing in  the  right  people  with  the  right 
skills  and  the  right  chemistry  can  make 
a  huge  difference." 

Wagoner  has  even  taken  on  one  of 
GM's  sacred  cows:  He  has  put  the  future 
of  the  Oldsmobile  division  up  for  dis- 
cussion. For  years  GM  has  expended 
more  energy  rescuing  troubled  brands 


(like  Oldsmobile  and  Cadillac)  thai 
building  promising  new  ones  (like  Sa, 
urn).  New  designs  don't  necessaril 
solve  the  problems — many  peop) 
under  the  age  of  55  wouldn't  be  caug!| 
dead  in  a  Buick,  Olds  or  Caddy. 

Now  that  Oldsmobile  has  a  stab 
of  freshly  designed  but  slow-sellir 
cars,  the  tide  has  changed.  "It  is  up  j 
the  Oldsmobile  people  to  build  the 
and  sell  them,"  Wagoner  says.  "They'l 
got  to  prove  they  can  make  our  bu;j 
ness  case  out  of  it,  but  I'm  optimist! 
that  they  can." 

Wagoner  looks  the  part  of  an  energet 

baby  boomer  executive.  He's  athletic-i 
at  6  foot  4,  he  was  a  forward  for  Duk<l 
1971-72  basketball  team.  His  offi 
seems  half  playpen:  There  are  two  b<> 
ketballs  and  a  football,  a  stable  of  ti 
cars  and  even  a  striped  Koosh  ball  j 
tosses  around  while  talking  on  t 
phone.  He  spends  weekends  coachi 
his  9-year-old  son's  basketball  team.  1 
Wagoner  graduated  from  Harvaj 
Business  School  and  then  went  to  tl 
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GM  was  once  the  undisputed  king,  its  tail  fins  symbolizing  postwar 

American  triumph.  But  from  a  peak  of  51%  in  1962,  the  company's 

share  of  the  U.S.  auto  business  has  slid  below  30%. 
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M  treasurer's  office  in  New  York.  He 
loved  rapidly  through  finance  posi- 
ons  in  GM  units  in  Brazil,  Canada  and 
tvitzerland,  where  he  won  the  confi- 
ence  of  future  chief  executive  Smith, 
len  president  of  GM  Europe. 

At  38  Wagoner  moved  back  to  Sao 
aulo  and  turned  the  Brazilian  opera- 
on  around  by  championing  the  "get 
irrent,  stay  current"  strategy.  Instead 
r  selling  older  models  in  Brazil  because 
lere  was  little  competition,  Wagoner — 
ho  still  speaks  Portuguese — insisted 
vTs  Brazilian  cars  be  up  to  date. 

Finally,  after  spending  the  first  15 

ars  of  his  GM  career  without  working 

Detroit,  Wagoner  was  summoned  to 

e  home  office  in  November  1992  to  be 

ief  financial  officer.  At  39  it  was  his  job 

help  Smith  keep  America's  biggest 

mpany  whole  while  it  reported  a 

eathtaking  $23.5  billion  loss.  Most  of 

B  loss  reflected  a  coming  to  terms  with 

irees'  medical  expenses,  but  the  car 

siness  was  hemorrhaging  money,  too. 

igoner  complains  that  that's  when  his 

Dwn  hair  started  to  thin. 


In  the  past  eight  years  GM  has  im- 
proved by  many  measures,  and  as  long 
as  the  economy  stays  buoyant,  its 
deeper  problems  will  be  masked  by 
healthy  profits — an  estimated  net  of 
$6.2  billion  on  revenue  of  $180  billion 
this  year. 

But  the  U.S.  market's  17-million- 
unit  years  won't  last  forever.  When  they 
stop,  GM  had  better  be  prepared. 

GM's  digital  drive  has  three  gears, 
relating  to  driving  the  car,  buying  the 
car  and  building  the  car.  The  first  two 
are  in  the  hands  of  Mark  T.  Hogan, 
who  is  leading  the  technology  charge. 
Hogan,  a  49-year-old  former  Harvard 
classmate  of  Wagoner's,  runs  a  cross- 
functional  operation  called  "e-GM,"  the 
consumer  side  of  e-business. 

Hogan  is  trying  to  turn  GM  cars 
into  rolling  communication  devices. 
Customers  will  be  able  to  connect  to 
the  Internet  through  a  voice-activated 
OnStar  dashboard  communications 
system,  being  offered  this  fall  for  less 
than  $600  a  year.  OnStar's  "virtual  ad- 
viser" service  allows  for  limited  wireless 


Web  surfing,  which  includes  respond- 
ing to  voice  commands  when  drivers 
ask  for  preprogrammed  stock  quotes, 
sports  scores,  weather  reports  or  e-mail. 
Cadillac  Sevilles  and  Devilles  will  even 
have  a  port  for  a  PalmPilot  and  a  screen 
that  allows  occupants  to  read  e-mail 
when  the  car  is  in  park. 

So  while  Silicon  Valley  chases  eyeballs, 
GM  will  use  OnStar  to  chase  eardrums 
during  the  500  million  hours  each 
week  Americans  spend  commuting. 
"OnStar  is  really  our  portal  to  connect 
our  9  million  new  customers  a  year 
with  our  company,"  says  Hogan.  "We 
think  we  are  18  to  24  months  ahead  of 
everybody." 

OnStar  service  already  allows  dri- 
vers of  certain  models  to  push  a  button 
to  connect  via  cell  phone  to  an  opera- 
tor who  can  do  everything  from  calling 
for  a  tow  truck  to  making  dinner  reser- 
vations, for  an  annual  fee  of  $199  or 
$399.  Starting  this  autumn,  all  but  four 
of  GM's  2001  models  will  be  wired  for 
OnStar  hardware — including  a  wire- 
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less  phone  connection,  Internet 
modem  and  global  positioning  satellite 
technology.  Drivers  who  subscribe  to 
the  most  expensive  service  will  be  able 
to  surf  the  Web  while  behind  the 
wheel.  By  the  end  of  the  year,  Hogan 
expects  to  have  1  million  subscribers, 
partly  because  he  will  be  offering  the 
base  service-level  free  for  a  year  on  30 
models.  Coming  attraction,  available 
sometime  next  year  at  an  additional 
monthly  fee:  XM  Satellite  Radio,  125 
channels  of  CD-quality  radio. 

The  second  big  element  of  GM's  e-strat- 
egy  is  BuyPower,  the  company's  online 
shopping  service  and  main  consumer 
Web  site,  with  information  on  every 
model  GM  sells.  Plenty  of  manufactur- 
ers, as  well  as  sites  like  Priceline.com 
and  Greenlight.com,  have  information 


that  helps  Web  surfers  decide  which 
model  they  want.  But  unlike  other  auto 
sites,  BuyPower  has  data  on  individual 
dealer  inventories  (Ford's  goal  is  to  put 
similar  information  on  its  Web  site  by 
the  end  of  the  year).  So  BuyPower  al- 
lows customers  to  find  which  nearby 
dealer  has  the  model  they  want. 

For  GM,  BuyPower  is  a  tool  to  cross- 
sell  GM  goods  and  services.  "As  we 
come  to  find  out  what  their  household 
needs  are,  we  can  try  to  link  in  a  GM 
mortgage  or  DirecTV,  and  shoot  them 
e-mails,"  Hogan  says.  How  about  a 
loan  for  that  car?  A  mortgage  for  the 
house?  By  the  end  of  the  year,  Buy- 
Power sites  will  be  operating  in  22 
countries  where  GM  sells  cars. 

GM  has  a  deal  with  NetZero,  which 
offers  free  Internet  service  in  return  for 
personal  data.  As  part  of  the  deal,  Net- 


Zero  added  questions  about  what  kin< 
of  cars  visitors  drive  and  when  they  an 
likely  to  buy  a  new  one.  GM  now  know 
enough  about  NetZero's  users  that  i 
can  e-mail  a  $2,000-off  coupon  for  j 
Chevy  Venture  to  a  family  of  four  witl 
a  six-year-old  minivan. 

GM  is  using  laserlike  advertising  tar 
gets  on  Internet  sites  that  attract  ca 
shoppers,  like  the  Kelley  Blue  Book  site 
It's  no  accident  that  someone  usinj 
those  sites  to  look  up  the  Lincoln  L 
might  see  a  banner  ad  for  its  main  G^ 
competitor,  the  Cadillac  Catera.  Alsc 
visitors  who  look  up  data  about  a  GA 
car  are  quietly  connected  to  what  is  es 
sentially  the  BuyPower  site,  but  onl 
with  the  look  of  Kelley's  Web  site. 

There  are  many  smaller  e-flingj 
GMAC  Insurance,  part  of  GM's  financ 
ing  unit,  allows  people  to  buy  home  in 


To  Be  Young  and  Running  General  Motors 


A  few  weeks  before  replacing  the  retiring  John 
Smith  Jr.  as  chief  executive  officer  of  General  Mc 
tors,  Rick  Wagoner  talked  with  Forbes  Senior  Ed 
tor  Robyn  Meredith. 

If  everything  goes  well,  you  could  run  this  company  for  2 
years.  How  does  that  feel? 

It  feels  terrific.  It  is  a  great  opportunity.  I  don't  tend  to  loc 

at  it  in  the  context  that,  gee,  I'm  47  years  old  and  I'm  goir 

to  be  here  20  years.  In  this  day  and  age,  the  world  move 

fast  and  expectations  are  high,  and  we  all  earn  our  jobs  c 

a  weekly  or  monthly  or  quarterly  basis. 

GM  has  had  dwindling  market  share  for  20  years  now.  Ai 

you  moving  fast  enough? 

I  take  some  solace  in  the  fact  that  we  don't  have  a  monopc 

on  having  all  the  challenges  in  the  business,  and,  on  the  oth 

side,  we  do  have  the  biggest  and  most  global  footprint  and  til 

longest-standing  tradition  of  global  business  units.  Whfl 

Jack  [Smith]  took  over,  we  had  seven  platform  organization 

in  North  America  running  the  business.  By  the  end  of  thl 

year  well  basically  be  into  one  integrated  manufacturing 

sales  and  design  business  unit.  People  say,  why  didn't  you  *§ 

it  faster?  Because  we'd  have  blown  the  place  up! 

Can  GM  support  the  seven  brands  it  has  now  with  only  3C I 

market  share? 

Well,  I  guess  what  people  have  tended  to  do  is  pick  m 

whichever  brand  is  not  running  strong.  The  most  popl 

lar  one  to  question  during  my  time  at  GM  North  Ameril 

was  Oldsmobile.  Look,  we  were  in  the  midst  of  develol 


ranee  online  through  a  partner  com- 
ny.  Palm  VII  owners  shopping  for 
dsmobiles — and  soon  for  any  GM 
r — can  download  information  on  the 
est  models  and  e-mail  the  company. 

le  third  element  of  GM's  digital 
akeover  has  to  do  with  building  the 
r — with  the  parts  and  the  factories, 
at  is.  The  $165  million  in  supplies 
at  GM  has  bought  through  its 
adeXchange  site  is  just  a  foretaste  of 
e  digital  supply  chain.  GM  is  joining 
th  Ford  and  DaimlerChrysler  to  set 
»,  by  the  end  of  the  year,  a  vast  Inter- 
t  parts-buying  and  communications 
terprise  where  $400  billion  in  parts 
d  supplies  could  change  hands  each 
ar. 

Part  of  the  savings  would  come 
>m  lower  bids  on  parts  and  supplies — 


g,  and  now  have  in  the  market,  a  pretty  solid  range  of 
dsmobile  products.  I  can't  guarantee  what  the  future  is 
ting  to  hold  over  five  or  ten  years.  I  can  say  for  sure 
at  we  think  that  we  can  support  the  brands  we  have 
th  products.  We've  got  to  make  a  business  out  of  them, 
hink  we  can. 

hy  so  many  alliances,  rather  than  outright  purchases, 
ith  other  automakers  around  the  world— like  Suzuki, 
uzu,  Fuji  and  Fiat? 

ead  the  criticism  of  the  alliance  strategy,  but  I  think  it  is 
ifounded.  What  can  you  do  when  you  buy  100%  of  some- 
ing  that  you  can't  do  with  the  alliances  we  have?  The  an- 
/er  is,  I  guess,  you  can  send  in  your  own  management, 
lat  to  me  is  not  a  good  reason.  I  do  not  presume  that 
;'ve  got  the  best  management  for  Japanese  or  Italian 
mpanies,  and  whether  we  own  100%  of  a  Japanese  com- 
ny  or  20%,  we  still  need  to  work  together.  The  key  is,  can 
u  get  the  synergies?  The  synergies  can  be  growth,  distri- 
tion,  cost-cutting.  They  can  be  technology-sharing.  They 
in  be  offering  our  financial  services,  they  can  be  working 
i?etheron  OnStar. 

pes  GM  need  to  be  the  biggest  auto  company  in 
I }  world? 

link  there's  value  to  having  the  largest  customer  base, 
jir.gs  like  the  cost  of  technology  development  can  be 
ired  more  broadly.  If  you've  got  more  customers,  ideas 
lie  to  you  from  other  people  as  we  get  into  this  Internet 
i  and  we  have  the  ability  to  deliver  more  products  and 
vices  into  the  vehicle.  It  is  a  position  that  we  like. 


if  the  system  goads  suppliers  into  bid- 
ding wars  or  cuts  companies'  paper- 
work. But  even  more  may  be  saved  by 
improved  communications  between 
GM  and  its  suppliers,  and  between  GM 
and  its  suppliers'  suppliers.  If  the  com- 
puters do  their  job,  GM  will  be  able  to 
cut  its  inventories  40%.  It  will  also  trim 
the  time  it  takes  to  develop  a  new 
model.  A  change  in  the  shape  of  a  radi- 
ator would  be  instantly  communicated 
to  the  radiator  supplier.  Most  of  the 
gains  from  the  supply  side  will,  of 
course,  wind  up  in  the  pockets  of  con- 
sumers, as  Ford,  Daimler  and  Toyota 
adopt  the  same  tricks. 

Mesh  digital  gears  two  and  three  to- 
gether— buying  and  manufacturing — 
and  you  have  the  potential  to  radically 
change  the  car  business.  GM's  internal 
goal:  In  three  to  four 
years  a  customer  will 
be  able  to  go  to 
gmbuypower.com, 
order,  say,  a  red 
Chevy  convertible 
with  white  interior 
and  anti-lock  brakes, 
and  have  the  order 
immediately  trans- 
ferred to  the  relevant 
factory,  suppliers  for 
the  3,000  parts  and 
car  dealer.  All  would 
spring  into  action 
and  ten  days  later  the 
car  would  be  parked 
in  the  customer's 
driveway. 

There's  a  lot 
more  going  on  here 
than  stripping  some 
paperwork  and  de- 
lays out  of  a  manu- 
facturing business. 
At  the  same  time 
they  are  discovering 
the  Internet,  the  car 
companies  are  spin- 
ning off  partsmak- 
ing  operations  like 
Ford's  Visteon  and 
GM's  Delphi  auto- 
motive, which  was 


spun  off  last  year.  If  the  unions  could 
be  persuaded — a  very  tough  sell — car 
factories  would  shift  to  a  labor-saving 
modular  assembly  process.  The  end 
point  would  be  a  car  business  that 
bears  little  resemblance  to  the  tightly 
integrated  operations  that  Alfred 
Sloan  and  Henry  Ford  presided  over.  It 
would  look  more  like  Dell  Computer. 

How  much  edge  can  GM  gain  on 
smaller  car  companies  as  the  world  goes 
digital?  Competitors  can  quickly  copy 
GM's  marketing  efforts.  Ford  already  has 
extensive  e-marketing  programs  of  its 
own,  including  a  deal  with  Yahoo  that 
is  similar  to  GM's  pact  with  AOL.  And  for 
now,  all  these  online  programs  are 
moneylosers.  Even  though  80%  of  GM's 
buyers  turn  to  the  Internet  before  they 
buy  a  car,  even  Hogan  says  BuyPower  is 
not  yet  responsible  for  any  additional 
GM  sales.  Instead,  the  increase  in  car 
pricing  information  available  on  the  In- 
ternet has  allowed  buyers  of  all  cars  to 
drive  harder  bargains  with  dealers. 

Still,  when  you  look  at  the  other 
carmakers,  GM  is  remarkably  cutting 
edge.  Ford,  too,  promises  dashboard  In- 
ternet access,  but  is  four  years  away 
from  having  nearly  all  its  cars  wired  to 
the  Internet.  Only  Ford's  Lincoln  mod- 
els will  have  it  this  fall,  using  Sprint's 
wireless  Web  cell  phone  connections, 
and  additional  models  will  have  it  the 
following  year.  OnStar's  phone  connec- 
tion is  embedded  in  the  vehicle,  but 
Ford  is  betting  people  won't  want  to  re- 
member yet  another  phone  number.  So 
its  phone  connection  will  come  from  a 
Motorola  StarTac  cell  phone  drivers  can 
take  with  them  when  they  leave  the  car. 

DaimlerChrysler  is  struggling  to  de- 
cide how  to  make  its  cars  Internet-ac- 
cessible, reconsidering  its  bring-your- 
own-laptop  strategy.  DaimlerChrysler 
President  James  P.  Holden  says  his  com- 
pany's goal  is  to  be  a  "fast  follower"  of 
GM's  OnStar  service  as  the  price  of 
dashboard  communications  technology 
drops.  He's  more  interested  in  poten- 
tial cost  savings  from  the  Internet.  "The 
real  leverage  here  is  B-to-IB,  or  busi- 
ness-to-internal business,"  Holden  says. 

For  now,  GM  is  hoping  to  preserve 
its  first-mover  advantage.  Other  Euro- 
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finver  Story 

pean  automakers,  realizing  they  are  be- 
hind in  the  game,  may  begin  installing 
OnStar  in  their  vehicles.  For  GM  that's 
fine — as  long  as  it  gets  to  keep  the  lion's 
share  of  the  revenue. 

If  Wagoner  can  make  both  GM  and 
its  e-business  work  smoothly,  he  may 
finally  rescue  the  world's  largest  com- 


pany from  problems  it  hasn't  been  able 
to  shake  for  a  decade.  If  he  rides  tech- 
nology to  victory,  he  will  be  doing 
something  his  predecessors  failed  to 
do.  Yes,  they  were  smart  to  buy 
Hughes,  but  Hughes  didn't  solve  the 
problem  in  the  auto  business;  GM  also 
squandered  much  on  robotic  factories 


in  the  1980s. 

Wagoner  is  a  glass-half-full  kind  o: 
guy.  "Yeah,  there  are  challenges,  but  the] 
are  not  unsolvable,"  he  insists.  "We  try  tc 
take  what  are  strengths  and  go  after  then 
and  attack  areas  where  we  are  not  when 
we  need  to  be.  I  suspect  that's  the  story  o: 
my  life  or  any  business  leader's."  f 


Turbocharger  Needed 

On  its  shiny  surface  General  Motors  looks  great.  The 
company  is  minting  money:  $1.78  billion  in  profits  in 
the  first  quarter  on  top  of  $5.58  billion  last  year.  Rev- 
enue hit  a  record  $177  billion  last  year. 

But  open  the  hood  and  listen  to  the  clanking.  The  com- 
pany's automotive  aftertax  profit  margin  last  year  was  3.2%, 
well  below  Ford's  4.2%.  The  first-quarter  margin:  3.8%  versus 
Ford's  4.3%.  A  competing  auto  executive,  finding  his  big 
threats  among  other  car  companies,  dismisses  GM  this  way: 
"It's  a  real  fixer-upper." 

GM,  captain  of  cyclical  companies,  is  doing  well  because 
the  American  economy  is  doing  well.  Its  stock  was  recently  at 
$88,  up  from  $73  at  the  start  of  the  year,  but  it's  scarcely  a 


Is  This  your  father's  GM?  At  the  New 
York  Auto  Show  recently,  GM  showed  off  a 
slew  of  futuristic  concept  models  to  test 
design  themes  that  might  show  up  on  cars 
a  few  years  down  the  road.  The  Pontiac 
Piranha,  Chevrolet  Traverse,  Buick 
LaCrosse  and  Chevrolet  SSR  (clockwise 
from  bottom  left)  blend  car  and  truck  at- 
tributes. The  evocative  Cadillac  Imaj 

I't)  gives  a  taste  of  the  direction  GM 
plans  to  take  the  stodgy  division. 
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favorite  on  Wall  Street.  Analysts  like  it  mainly  because  o 
Hughes  Electronics,  operator  of  DirecTV,  the  promising  satel 
lite  TV  business.  GM  set  up  a  tracking  stock  for  Hughes  ir 
1985  and  is  expected  to  further  spin  off  its  stake.  The  Hughe; 
holding  is  worth  $44  per  GM  share,  making  the  rest  of  th< 
company  worth  only  $44  per  GM  share,  or  a  meager  4.8  time.' 
the  non-Hughes  earnings  expected  for  2000.  Ford  goes  fo 
8.8  times  forecast  earnings;  DaimlerChrysler  goes  for  II  times 
The  financial  jiggering  doesn't  have  to  stop  with  Hughes 
Analysts  are  already  clamoring  for  a  spinoff  of  GM's  OnSta 
dashboard  communications  system. 

But  let's  not  forget  the  main  thing  that  GM  is  supposed  t  j 
be  doing,  which  is  to  make  cars  that  people  want.  In  an  averi 
age  sales  year  GM's  144,400  blue-colla 
workers  and  22  assembly  plants  in  thr 
U.S.  have  the  capacity  to  supply  35%  c 
the  nation's  cars  and  trucks.  Yet  de 
mand  refuses  to  climb  back  even  to  th 
executives'  target  of  30%.  Why?  N 
head-turning  designs.  After  all,  who  ca 
tell  the  difference  between  a  Buick  an 
an  Olds? 

Each  year  GM  executives  promis 
that  the  next  wave  of  redesigned  cai 
and  trucks  will  turn  things  around.  Mo: 
models  are  indeed  improved,  but  so  a 
the  competitors'.  One  of  last  autumm 
newcomers,  the  Saturn  LS,  has  alreacj 
flopped.  Wagoner's  current  jusf-yoij 
wait  prediction  is  a  string  of  burly  veh 
cles  like  the  Buick  Rendezvous,  Chevr 
let  Avalanche  and  Pontiac  Aztek,  whic 
combine  car  and  truck  styling.  Tl 
$21,995  Aztek  has  removable  ba< 
seats  and  a  pullout  ice  chest. 

"The  company  is  moving  in  a  go< 
direction,"  Wagoner  insists. 

Not  fast  enough  for  investors  a  ( 
dieted  to  Net  stocks.  And  outside 
worry  that  Wagoner  isn't  the  guy  wl 
can  put  the  company  into  fast-forwa 
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After  80  years  in  higher  education, 

we've  learned  a  thing  or  two 

about  investing. 


L 


ET  US  TEACH  YOU  WHAT  WE   KNOW. 


For  the  better  part  of  a  century,  TIAA-CREF  has  been  the  retirement 
system  of  choice  for  millions  of  educators  and  researchers.  Now,  our  low- 
cost,  high-quality  personal  retirement  annuities,*  IRAs,  mutual  funds,  and 
financial  counseling  services  are  available  to  everyone. 

But  don't  just  take  our  word  for  it.  Individual  Investor  magazine  says, 
"For  decades  TIAA-CREF  has  churned  out  top  returns  by  following 
disciplined  strategies  that  focus  on  controlling  risk."  Of  course,  past 
performance  is  not  a  guarantee  of  future  results.  Call  800226-0147  for  more 
information  about  TIAA-CREF's  products  and  services,  including  charges 
and  expenses,  or  mutual  fund  and  personal  annuity  prospectuses.  Please  read 
them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 

those  who  shape  it. 


TIREMENT  INSURANCE  MUTUAL   FUNDS  TRUST   5ERVICES  TUITION    FINANCING 


ility  subject  to  state  approval.  "Source:  Individual  Investor  magazine,  November  1999  TIAA-CREF  Individual  and  Institutional  Services.  Inc.  dis- 
IREF  certificates  and  interests  in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services.  Inc.  distributes  the  variable  component  of  the  per- 
luities.  TIAA-CREF  Mutual  Funds,  and  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities  TIAA-CREF 
ipany.  FSB  provides  Trust  Services  ©  2000  TIAA-CREF  NY.  NY  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 
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BY  TIM  W.  FERGUSON  AND  WILLIAM  HEUSLEIN 

This  second  FORBES  look  at  America's  regional 
economies  has  more  surprises  in  its  top  ranks  than 
we  expected,  given  the  nation's  mature  boom.  A 
majority  of  our  top  15  metropolitan  areas  are  new 
to  that  select  list  this  year. 

That  reflects  two  things:  First,  that  we're  focused 
on  dynamism— that  is,  the  degree  of  change 
rather  than  simply  the  base  level  of  activity  (that's 
a  help  to  smaller  metros,  which  don't  have  a  lot 
of  ballast).  Second,  that  America's  rising  eco- 
nomic tide  incorporates  waves  and  undertows. 
Any  year's  measure  catches  some  sectors— and 
therefore  some  places— waxing  and  some  wan- 
ing. Repeaters  like  Austin  and  Atlanta  are  there- 
fore all  the  more  notable. 

CONTRIBUTORS:  Robert  Stanfl.  David  Lada,  Karen  J,  Kiri  Blakeley, 
Gallagher,  Brett  Nelson,  David  J.  Fleischmann. 
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TOP  15  CITIES 

1- 

Atlanta 

Santa  Rosa 

Boulder 

Boise  City 

San  Diego 

Orange  County 

San  Antonio 

West  Palm  Beach 

Colorado  Springs 

Fort  Collins 

Oakland* 

12. 

14. 

Fort  Worth             i 

1 
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AUSTIN 


'99  RANK:  2 


Last  year's  number  two  tried  harder ...  and  came 
in  first  this  time.  Will  favorite  son  George  W.  do 
the  same  in  November?  Dell's  the  biggest  com- 
puter outfit  in  the  neighborhood.  AMD  and  Mo- 
torola have  local  outposts.  University  of  Texas 
fertilizes  ground  for  high-tech  startups.  Among 
the  more  established  outfits  getting  good  no- 
tices: Trilogy,  Vignette  in  software.  The  bats  of 
Austin  provide  a  different  kind  of  show  at  dusk. 


GROWING  INDUSTRIES 


INDUSTRY 


ANNUAL  EMPLOYMENT 

GROWTH  RATI  97  99 


Business  services 


11.4% 


Communication  services 


8.9 


Engineering 


7.9 


Banking 


7.6 


Health  services 


5.6 
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JOB 

GROWTH 

EMPLOYEES 

Oak  Hill  Technology 

310% 

275 

PcOrder.com 

239 

233 

Sunset  Direct 

28 

226 

Holt  Rinehart  &  Winston 

26 

600 

On  &  Offshore  Quality  Control 

21 

300 

ATLANTA 


2.15  MIL.  JOBS  I '99  RANK:  10 


Coke  stumbled  in  1999,  and  its  head  count  will 
be  falling.  But  Atlanta  is  rising  by  our  lights. 
Brown  behemoth  UPS  really  delivers.  Its  IPO 
sure  did.  Globalizer  BellSouth  is  becoming  a  Bell 
South  America.  Four  years  after  the  Olympics 
the  internationalization  continues.  Hartsfield 
mega-airport,  Delta's  home,  helps  bring  foreign 
money  in.  It's  a  major  distribution  hub,  like  the 
center  of  a  Web.  Newt  Gingrich  may  be  gone, 
but  federal  pork  (military  and  medical)  remains. 


:ASTEST  GROWING  INDUSTRi 


INDUSTRY 


ANNUAL  EMPLOYMENT 

GROWTH  RATE  97-99 


Employment  agencies 


12  0% 


Computer 


11.3 


Construction 


11.1 
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THE-HANKINGS 


are  based  on  objec- 
tive data,  most  from  the  federal  government 
and  all  crunched  by  the  regional-economy  ex- 
perts at  the  Milken  Institute  in  Santa  Monica, 
Calif.  Those  statistics  are  as  current  as  they 
come  and  measure  jobs  and  earned  income, 
as  well  as  output  in  several  critical  technol- 
ogy sectors.  (For  a  full  explanation  of  the 
methodology,  as  well  as  a  listing  of  94  smaller 
metros  we  weren't  able  to  include  here,  see 
our  Forbes.com  Web  site.)  The  period  we 
sampled  included  fallout  from  the  Asian  cri- 
sis of  1998,  which  hurt  some  areas  worse 
than  others.  It  also  saw  the  acceleration  of 
the  advanced  telecommunications  industry 
and  the  regions  most  closely  associated  with 
it.  Although  cable  hub  Denver  slipped  off  our 
Top  15,  surrounding  areas  of  Colorado  scored 
a  trifecta  this  year. 

Unlike  some  other  publications,  we  don't 
base  our  best-places  findings  on  surveys  of 
select  individuals'  fancies.  We  let  the  activi- 
ties and  choices  of  a  whole  economy  speak 
for  themselves  through  the  best-available 
numbers.  And  we  rank  metros,  not  cities.  (For 
some  other  points,  see  FAQs  page  148.) 

When  you  consider  the  whole  list  of  200 
metros  (up  from  162  last  year,  when  our  data 
set  wasn't  as  large),  you  see  broad  consis- 
tency in  year-to-year  results.  Where  cutting- 
edge  entrepreneurs  effectively  feed  off 
knowledge  institutions  such  as  great  univer- 
sities, the  gains  tend  to  be  most  pronounced. 
Low  business  costs— with  high-quality  ser- 
vices—matter a  lot.  A  great  outdoor  environ- 
ment doesn't  hurt,  because  that  helps  attract 
the  talent  that  fuels  prosperity.  Our  feature 
subject  a  year  ago,  San  Diego,  continues  to 
excel  along  with  most  of  coastal  California. 

But  you  can't  make  growth  happen  in 
some  directed  way.  We  look  at  one  city,  Syra- 
c«  that  keeps  trying.  Sadly,  you'll  find  the 
result  M  No.  172  on  our  Best  Places  map.    F 


National  Instruments 

AUSTIN,  TEXAS 

WORKING  IN  WHAT  WAS  THEN  THE  DEFENSE  RESEARCH  LAB  AT  THI 
University  of  Texas  at  Austin  in  1976,  James  Truchard  had  the  beginnings  of  ar 
idea  that  enhanced  computer  power  would  later  cause  to  flower:  Laboratory  in- 
struments like  oscilloscopes  are  expensive — what  if  you  could  get  a  computer  tc 
measure  frequencies  or  collect  data  instead  of  having  to  buy  multiple  pieces  of  fine 
machinery? 

From  virtual  oscilloscopes  and  the  like  has  come  success  for  Truchard': 
National  Instruments.  Laptops  and  PCs  now  have  all  the  processing  power  yoi 
need  to  do  the  lab  work,  when  equipped  with  National's  software  and  hardware 
Revenues  for  1999  were  $330  million,  with  net  income  of  $45  million,  abou 
what  was  spent  on  research  and  development.  The  company,  with  a  market  cap 
italization  of  $2.4  billion,  typifies  the  Austin  tech  success  in  Michael  Dell' 
shadow. 

Says  a  director,  Ben  G.  Streetman,  also  engineering  dean  at  Texas:  "Truchan 
has  taken  a  very  interesting  approach  to  growing  the  company,  for  the  most  par 
with  fresh-out  students,  engineers  and  computer  science  students,  as  opposed  t< 
bringing  in  a  continuous  stream  of  experienced  people.  These  young  people  wi 
have  management  jobs  to  move  into  as  their  careers  mature.  It's  been  a  very  sue 
cessful  approach.  He  uses  a  lot  of  summer  interns  and  co-op  students  as  a  vehicl 
for  getting  these  young  people  into  the  company  early. 

"Austin  is  a  town  that  people  love  to  live  in.  The  university  turns  out  a  lot  c 
engineers  and  computer  scientists,  and  most  of  them  want  to  stay.  The  big  turnin 
point  for  Austin  was  the  recruitment  of  MCC  and  Sematech  [computer,  chip-rt 
search  consortia]  in  the  1980s.  There's  a  kind  of  snowball  effect."  — W.t 


&£ 


Okay,  so  it's  more  like  17  or  18  hours. 
The  plain  fact  is,  e-business  is  at  the 
forefront  of  any  CEO's  agenda.  So 
perhaps  it  is  time  to  get  together  with 
someone  who  can  put  an  end  to  all  that 
nibbling.  Someone  who  can  help  you 

TO  SAY  TODAY'S  CEO  IS  CONSUMED  BY  E-BUSINESS 

WOULD  BE  AN  OVERSTATEMENT.  IT'S  MORE  LIKE  BEING 

NIBBLED  BY  IT  10  OR  12  HOURS  A  DAY. 

embrace  new  strategies,  and  transform 
your  company  in  the  e-business  market. 
Someone  who  has  an  excellent  track 
record  of  driving  signficant  change  while 
helping  companies  manage  risk.  All  of 
which,  we  promise,  is  no  overstatement. 


ATKEARNEY 

an    EDS    company 


earney.com 
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SANTA  ROSA 


(M8  MIL.  JOBS  I  '99  RANK:  14 


Last  year's  Top  15  ranking  was  no  fluke.  It's  the 
days  of  wine  and  optics  in  Sonoma  County. 
Check  out  Lewis  Piatt's  new  act:  Ex-Hewlett- 
Packard  boss  now  leads  Kendall-Jackson  Wine 
Estates.  Foodies  gather.  In  tech,  HP  has  an  out- 
post here.  New,  new  JDS  Uniphase  buys  home- 
town hero  Optical  Coating  Laboratory.  But 
homey  Petaluma,  with  world's  wrist-wrestling 
championship,  recalls  the  old,  old  thing. 
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FAST  GROWING  COMPANIES 
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EMPLOYEES 

G&G  Specialty  Foods 

82% 

120 

Amy's  Kitchen 

30 

275 

Lasercraft 

29 

280 

Flowmaster 

11 

275 

Standard  Structures 

6 

353 

BOULDER 


0.17  MIL.  JOBS  I '99  RANK:  17 


There's  more  here  than  the  Ramseys,  granola 
(Wild  Oats  Markets)  and  herbal  tea  (Celestial 
Seasonings).  Denver's  northward  urban  creep 
includes  high-tech  infiltration.  University  of  Col- 
orado nurtures  the  transfer.  Storage  Technol- 
ogy's yesterday's  news,  but  newbie  Level  3's 
part  of  the  e-present  and  future.  IBM  is  Boulder 
County's  largest  private  employer;  local  new- 
comer: Sun  Microsystems.  Climbers  train  here. 
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EarthLink 


ATLANTA,  GEORGIA 

THE  EARTHLINK  BRAND  NAME  WAS  IMPORTED  TO  ATLANTA  BY  MINDSPRINC 
Enterprises  when  it  merged  with  the  fellow  Internet  service  provider  earlier  thi 
year.  The  resulting  outfit  is  the  second-largest  ISP,  with  some  3.5  million  sub 
scribers — still  way  behind  AOL's  22  million,  but  big  enough  for  annual  revenues  o 
$650  million. 

The  two  smaller  companies  shared  lineages:  Both  were  created  in  1994  out  o 
frustration  with  the  "service"  part  of  existing  ISPs.  But  now  the  most  pressing  ain 
is  growth.  Sales  and  marketing  costs  swelled  to  $1 19  million  in  the  first  quarter  o 
2000,  up  from  $3 1  million  in  the  year-earlier  period.  Chief  Executive  Garry  Bert; 
(who  was  the  old  EarthLink's  chief)  has  year-end  targets  of  4.5  million  member 
and  $1  billion  in  revenues. 

EarthLink  is  part  of  Atlanta's  pulsing  Web  economy.  Other  fast  risers  includ 
IXL  Enterprises  (recent  market  cap  $1.7  billion),  which  helps  clients  like  Delta 
FedEx  and  General  Electric  (  also  an  IXX  shareholder)  develop  and  design  Inter 
net  sites;  and  SI  Corp.  (recent  market  cap  $3  billion),  which  provides  softwar 
and  systems  to  run  online  banks.  Among  its  customers:  Chase  Manhattan  an* 
Bank  of  America. 

Notes  Maureen  Morrison,  a  technology  audit  partner  in  Atlanta  wit 
PricewaterhouseCoopers:  "The  fiber-optic  cable  and  the  whole  infrastructure  thg 
was  put  in  place  for  the  Olympics  lends  itself  to  high-technology  companies. 

"It's  a  young  town.  You've  got  a  lot  of  young  people  that  either  come  out  c 
our  university  system  and  stay  here,  or  else  come  to  Adanta  from  all  around  th 
South.  We're  also  the  recipient  of  a  tremendous  amount  of  venture  capital  activit 
Our  governor,  Roy  Barnes,  last  year  allocated  $2.5  million  in  the  state's  1999-200 
budget  for  a  venture  capital  seed  fund.  And  it  has  a  requirement  that  prival 
investors  triple  the  government's  contribution."  — W.f 


*ople  ask  me  ii  our  Chardorrnays  are 
ally  tne  best.  I  tell  them  to  taste  tor 
emselves...  just  like  tne  judges  did." 


GINA  GALLO 
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In  Sonoma,  Calir 

premier  wine  growing 

region,  Gina  makes  wines 

that  are  earning 

international  awards 

like  these: 


1998 

Best 
Chardonnay 

Worldwide 

I  nil  Wine  Sz  Spirits  Competition 
(London) 
1995  (jallo  o/  Sonoma  Estate  Chardonnay 
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Wine    Spec  tat  o  r 

"Best  Buy" 

Calijornias  highest  rated  1997 
Chardonnay  under  $13 

Gallo  oj  Sonoma 
1997  Russian  River  (chardonnay 
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Level  3  Communications 

BOULDER,  COLORADO 

OLD-LINE  TELCOS  LIKE  AT&T  USE  TRADITIONAL  CIRCUIT  SWITCHING.  PACKET 
switching,  by  contrast,  makes  it  possible  to  move  information  at  less  cost  through 
more  efficient  use  of  network  capacity.  Level  3  Communications  is  finishing  the 
first  such  nationwide  network.  Its  international  net,  to  be  completed  in  four  to  six 
years,  will  use  Internet  Protocol  (IP)  technology  end-to-end.  Level  3  will  focus 
mainly  on  the  Web-centric  business  market.  Chief  Executive  James  Crowe  sees  an 
ever-increasing  demand  for  telecom  bandwidth,  and  thus  fiber-optic  capacity. 

Level  3  has  its  origins  in  the  Omaha-based  construction  company  Peter  Kiewit 
Sons'.  When  die  spinoff  was  made  in  1998,  the  new  company  looked  around  for  a 
home.  Among  the  locations  studied:  Silicon  Valley,  the  high-tech  corridor  in 
northern  Virginia  outside  Washington,  D.C.,  Boston  and  North  Carolina's  high- 
tech  triangle.  The  common  threads  among  these  spots:  a  clustering  of  like-minded 
folks  and  industries.  That  ruled  out  otherwise  appealing  Omaha. 

( Irowe  settled  on  Broomfield,  Colo,  in  Boulder  County,  just  up  the  pike  from 
1  )enver.  The  headquarters  campus  (built  by — who  else? — Kiewit)  opened  last  year. 

The  area,  dubbed  the  Silicon  Rockies,  had  few,  if  any,  knocks  against  it.  Level  3 
needed  an  international  airport  (Denver  has  a  brand  spanking  new  one  on  the 
high  plains  outside  of  town),  a  substantial  infrastructure  to  support  a  large  and 
growing  number  oi  workers,  quality  lifestyle  (the  mountains,  a  no-brainer)  plus 
opportunities  for  continuing  education. 

You  can  hit  a  golf  ball  a  mile  up  here,"  laughs  Kevin  O'Hara,  a  Level  3  executive. 

Now  that  the  $28  billion  (market  capitalization)  company  is  well-ensconced 
ind  its  pipes  are  being  put  down,  Crowe  must  bet  on  a  proliferation  of  Internet 
tee  fogy  for  voice  and  data  communications.  Level  3  shares  are  40%  off  their 
highs,  but  who  in  these  parts  wants  to  be  inside  tied  to  a  stock  ticker?        — W.H. 


BOISE  CITY 


0.21  MIL.  JOBS  I '99  RANK:  51 


Idaho  potatoes  and  chips.  J.R.  Simplot  Co.  in 
agribusiness  and  Micron  Technology  in  DRAM 
memory.  Hewlett-Packard  is  around  as  well. 
PixTech  has  R&D  for  flat-panel  displays.  Food 
and  drug  retailer  Albertson's  is  now  nation's 
second  biggest.  Paper  and  forest  products 
rebound  helping  Boise  Cascade.  Dennis 
Washington's  Morrison  Knudsen  also  looking 
up.  PowerBar  of  Berkeley  (now  of  Nestle) 
mixes  the  protein  here. 
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CSHQA  (a  professional  assn)     38% 

170 

C  R 1  Advantage                      29 
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Micron  Semiconductor  Prods     23 

209 

Electronic  Controls                 15 

150 

MCMS                                 13 

1.300 

SAN  DIEGO 


99  RANK:  12 


Sun  still  shines  on  knowledge  economy.  Broad 
tech  clusters  a  foundation  for  continued 
growth.  Deep  bench  of  research  institutions. 
Local  economy  diversified  from  defense  to 
telecommunications  and  biotech.  Don't  forget 
vacationers:  Legoland  latest  attraction.  Sea- 
World  still  tourist  draw  but  Qualcomm  attracts 
most  precious  pilot  fish.  Mexican  border  hum- 
ming with  manufacturing  and  trade. 
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ResMed 

155% 

200 

Nishiba  Industries 

24 

400 

Biosite  Diagnostics 

21 

300 

Symitar  Systems 

19 

220 

Applied  Biotech 

18 

231 
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Trust 


is  not  being  afraid  even  if  you're  vulnerable. 


Is  there  someone  who  understands  how  frightening  a  situation  can  be?  Someone  who 


believes  fear  can  be  dismantled  when  we  are  armed  with  confidence?  Is  there  an  insurance 


company  that  is  consistently  rated  superior  by  independent  rating  services  —  a  company 


with  a  146  year  history  of  providing  strength  in  the  face  of  uncertainty?  Without  Question. 


Without  Question.  ^StRlUl 

Property  and  Liability  Insurance 


For  more  information  contact  your  independent  insurance  agent  or  broker  or  visit  www.stpaul.com. 


Best! 


ORANGE  COUNTY 


'99  RANK:  II 


Irvine  has  region's  highest  concentration  of  tech 
firms— 2,500  in  all— located  in  a  single  5,000- 
acre  area.  Biggest  is  Broadcom.  Software,  bio- 
med,  computers,  medical  devices  also  clustered 
there.  Latest  local  shooting  star:  TriZetto  Group. 
Real  estate  always  big  force;  today  area  is 
hotbed  of  home  equity/subprime  mortgage  in- 
dustry. Boeing  now  employs  35,000  in  southern 
California.  Car-conscious  area  is  expanding  hub 
for  auto  design  and  marketing. 
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Loansdirect 

127% 

280 

Powerwave  Technologies 

21 

461 

PowerCircuits 

17 

240 

Hunsaker  &  Associates  Irvine 

16 

210 

Mc  Curdy  Circuits 

10 

200 

SAN  ANTONIO 


0.70  Mil 


99  RANK:  36 


Remember  the  Alamo?  City  that  is  also  nation's 
eighth-largest  has  more  on  its  mind.  Spurs 
brought  the  NBA  crown  home  last  year.  Other 
tall  trees:  SBC  Communications,  Clear  Channel 
Communications,  Ultramar  Diamond  Shamrock. 
USAA  grew  from  insuring  military  families  to 
$57  billion  in  owned  or  managed  assets.  Gov- 
ernment presence— five  area  military  bases 
plus  medical  centers— helps  stabilize  through 
business  cycles.  (Remember  them?) 
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Transportation  equipment 


20.3% 


Metal  fabricating 


13.6 
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EG&G  Mgmt  Svcs  San  Antonio 

133% 

250 

Professional  Performance 

113 

340 

La  Qumta  Inns 

105 

300 

Alamo  Cement  Company 

75 

672 

USAA  Federal  Savings  Bank 

22 

2,394 

WEST  PALM  BEACH 


0.47  MIL.  JOBS  I  '99  RANK:  94 


The  Season  is  year-round  for  business. 
Tourism  (Donald  Trump's  Mar-A-Lago,  Worth 
Avenue,  The  Breakers)  biggest  economic  dri- 
ver, but  ag  and  food  processing  (sugar,  cit- 
rus, vegetables)  also  move.  Rexall  Sundown— 
now  going  Dutch— supplements  diet.  The  rich 
need  security:  Sensormatic  Electronics.  Tech 
is  here:  IBM,  Motorola,  Sony,  Siemens,  Pratt 
&  Whitney.  UPS  has  large  call  center— in 
West  Palm  folks  still  need  to  work. 


FASTEST  GROWING 

INDUSTRY 

ANNUAL  EMPLOYMENT 
GROWTH  RATE  97- 99 

Banking 

19.0% 

Business  services 

14.0 

Retailing 

6.2 

Building  materials 

6.1 

Real  estate  services 

5.5 

FAST  GROWING  COMPANIES 
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MQP  Enterprises 

66% 

500 

Century  Electronics 

55 

240 

Database  Technologies 

52 

240 

Ocwen  Federal  Bank 

44 

850  | 

Sir  Electric 

21 

215  1 

Paxson  Communications 

WEST  PALM  BEACH,  FLORIDA 

THE  WAY  LOWELL  (BUD)  PAXSON  SEES  IT,  WHEN  YOUR  COM- 
pany  owns  72  television  stations  across  the  country,  you  can 
locate  your  headquarters  anywhere  and  not  be  close  to  more 
than  one.  That's  why  he  chose  West  Palm  Beach.  His  man- 
sion, on  the  lush  island  of  Palm  Beach,  is  a  seven-minute 
drive  from  the  office." I  look  out  my  window  and  see  a  blue, 
cloudless  sky  every  day,"  says  the  chairman  and  founder  of 
Paxson  Communications.  "It's  an  inspirational  place  to 
conduct  business." 

And  inspirational  is  what  his  latest  media  venture,  PAX  TV, 
claims  to  be.  Founded  less  than  two  years  ago,  the  nation's 
youngest  network  eschews  programs  with  explicit  sex,  vio- 
lence and  foul  language.  NBC  recently  moved  to  team  up. 

The  network  is  a  mix  of  family  reruns  and  original  pro- 
gramming. Paxson  considered  setting  up  shoots  in  south 
Florida  but  realized  the  infrastructure  in  Los  Angeles  made  it 
easier  to  keep  the  production  part  of  the  business  there. 

Everything  else  is  in  West  Palm  Beach,  where  Paxson 

brought  his  broadcasting  company  in  1990  when  he  sold  his 

in  Home  Shopping  Network,  based  on  the  Gulf  side  of 

Ik        i  m  (  learwatei.  Of  the  20  employee  households  Paxson 

West  Palm,  19  still  live  there.  "Palm  Beach  may 


not  be  the  communications  capital  of  the  world,  but  for  us 
works  just  fine,"  says  Chief  Executive  Jeff  Sagansky. 

Last  fall  NBC  acquired  a  32%  stake,  consolidating  advertis 
ing  sales  and  programming.  NBC  will  manage  the  1 1  Paxso:j 
stations  where  its  affiliates  are  also  located.  PAX  TV's  fall  sched 
ule  will  include  25  hours  of  original  programs  and  local  NB 
newscasts;  extensive  broadcasts  of  the  Olympic  trials  rufl 
through  the  summer.  Paxson  himself,  meanwhile,  remairi 
chairman — and  close  to  his  yacht.  — Jay  Akasi 


i/licron  Technology 


OISE  CITY,  IDAHO 

DISE  (AS  IT'S  USUALLY  KNOWN)  CELEBRATES  A  DISTINCTION  AS  THE  MOST  GEO- 
aphically  isolated  urban  area  in  the  continental  U.S.  But  thanks  to  service  by  major 
rlines,  it's  an  hour  from  San  Francisco,  even  closer  to  Reno  and  Salt  Lake  City. 

Micron  Technology,  the  only  U.S.  manufacturer  of  DRAM  memory,  has  grown 
ith  the  city  and  the  computer  industry  since  its  Boise  founders  built  the  first  fae- 
ry two  decades  ago.  On  the  other  end  of  town  Hewlett-Packard  has  a  com- 
anding  presence.  In  between  are  more  than  300  smaller  tech  firms. 

"Being  isolated  has  its  advantages,"  says  Grant  Jones,  Micron  spokesman. 
Vhen  you  don't  have  the  option  of  going  one  city  over,  you  find  that  everything 
located  here  by  means  of  necessity.  And  that  includes  a  highly  motivated  work 
rce."  One  city  over  is  booming,  too:  The  drive  to  the  bedroom  town  of  Meridian 
n  be  a  rush-hour  nightmare. 

Micron's  staff  has  had  to  endure  a  few  jams  of  its  own.  The  price  of  DRAM 

mory  (Micron's  bread  and  butter)  collapsed  early  last  year.  But  the  chip  busi- 
ss  is  cyclical:  today  Micron  posts  500  job  openings  for  engineers,  Web  analysts, 
int  operators  and  technicians.  Besides  computers,  its  memory  chips  go  into  dig- 

I  cameras,  PalmPilots  and  wireless  telephones.  With  a  cautious  strategy  of  letting 
iers  make  the  early  mistakes,  Micron  counts  on  being  a  low-cost  producer. 

Jones  says  Micron's  growing  international  presence  helps  recruiting.  It  usually 
■ses  the  deal  when  prospects  visit  Boise.  "They  initially  say  to  themselves:  What 

I I  going  to  find  there?  Then  they  see  the  mountains  and  the  sprawling  forests,  as 
U  as  a  first-clasyrestaurant  and  arts  scene,  and  they're  hooked."  — J. A. 


COLORADO  SPRINGS 
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Denver's  southern— and  higher— neighbor. 
Katharine  Lee  Bates  wrote  "America  the  Beauti- 
ful" after  visit  to  14,110-foot  Pikes  Peak  in  1893. 
Newcomers  catch  their  breath  at  6,000  feet  in 
town.  Sporting  life:  U.S.  Olympic  Committee  HQ 
and  training  center.  Multimedia  ministry  Focus  on 
the  Family  a  magnet  for  other  newline  Christian 
groups.  Junior  Achievement.  Colorado  College  old 
outpost  for  Eastern  offspring.  Rich  military  core 
(A'r  Force  Academy,  Norad  Command). 


GROWING  INDUSTRIE 
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ANNUAL  EMPLOYMENT 
GROWTH  RATE '97-99 


Banking 


20.1% 


Transportation 


8.7 


Retailing 


3.9 


Local  government,  education 


3.3 


State  government 


2.5 


FAST  GROWING  COMPANIES 
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Double  Eagle  Resorts 

318% 

293 

Insurance  Technology 

37 

100 

Nxtrend  Technology 

18 

250 

Astek 

17 

150 

Compassion  Intl 

13 

265 

"»"'-•■'■- 
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Another  hot  spot  along  Rockies'  Front  Range. 
Big  employers  include  HP,  Kodak,  Anheuser- 
Busch  and  Water  Pik  Technologies.  Locally 
based  Advanced  Energy  Industries  (founded 
1981;  $2  billion  market  cap)  makes  power  sup- 
plies for  semiconductor  equipment  makers. 
Wide-open  spaces:  half  of  Larimer  County  pub- 
licly owned;  gateway  to  Rocky  Mountain  Na- 
tional Park.  Colorado  State  University  strong  in 
forestry,  ag  and  vet  science,  civil  engineering. 


TEST  GROWING  INDUS1 


INDUSTRY 


ANNUM.  EMPLOYMENT 

GROWTH  RATE  97  99 


Home  furnishings 


48.7% 


Apparel 


46.0 


Precision  instruments 


37.6 


Financial  services 


32.5 


Forest  products 


24.0 


[FAST  GROWING  COMPANIES 

JOB 
GROWTH 

EMPLOYEES 

Genesis  Innovations                43% 

135 

Managed  Business  Solutions     37 

100 

Duke  Communications  Intl        14 

210 

Group  Publishing                    13 

275 

Heska                                  6 

236 

12 
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OAKLAND 
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The  "there"  here  is  high  tech.  East  Bay  area 
(Alameda  and  Contra  Costa  Counties)  is  part  of 
Silicon  Valley  overflow— although  Cal-Berkeley 
won't  concede  Stanford  anything  but  Axe  tro- 
phy this  year.  Commerce  One  and  PeopleSoft  in 
the  suburbs.  Biotech's  Chiron  in  Emeryville.  In 
city:  Clorox,  Golden  West  Financial,  Kaiser  Per- 
manente,  plus  pro  sports  teams,  such  as  they 
are.  Downtown  has  fiber-optic  cable  network. 
And  live-wire  mayor,  Jerry  Brown. 
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ANNUAL  EMPLOYMENT 
GROWTH  RATE  97-99 


Airline 


22.5% 


Computer 


13.8 


Construction 


12.2 


Communication  equipment 


9.5 


Electronic 


6.4 


FAST  GROWING  COMPANIES 
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GROWTH 
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Elitegroup  Computer  Systems     26  % 

200 

SOS  Professional  Services         24 

404 

Micro  Dental  Laboratories         20 

460 

Gri                                      19 

250 

Barra                                   10 

300 

TIE 


1.38  MIL.  JOBS  I  '99  RANK:  I 


Rainier  days  for  last  year's  number  one:  still  liv- 
ing down  World  Trade  Organization  fracas.  Boe- 
ing struck  by  its  own  uprising.  Justice  Depart- 
ment wants  breakup  of  "predatory"  monopolist 
Microsoft.  Nobody  likely  to  dissolve  extraordi- 
nary software  cluster  here,  but  Nasdaq  tumble 
takes  froth  off  dot-commers'  lattes.  Still,  Ama- 
zon keeps  clicking,  Starbucks  keeps  brewing, 
Costco  keeps  selling.  Nowhere  is  Asian  recov- 
ery more  welcome  news.  Let  free  trade  reign. 


FASTEST  GROWING  INDUSTR 


INDUSTRY 


ANNUAL  EMPLOYMENT 
GROWTH  RATE  97-  99 


Computer 


16.4% 


Energy 


13.6 


Engineering  services 


9.2 


Construction 


8.8 


Financial  services 


JOB 
GROWTH 
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Advanced  Technology  Labs 

268% 

2,500 

Saltmine 

242 

320 

WorldMark  The  Club 

127 

350 

Northwest  Composites 

20 

400 

Callison  Architecture 

11 

415 

CLUSTERED  AT  THE  TOP 


A  deep  and  wide  technology  base  is  a  predictor  of  economic  growth.  By  figuring  which  metros  exceed  the  national  average  for 
output  in  14  different  sectors,  Milken  Institute  analysts  believe  they  can  determine  where  breadth  is  likely  to  protect  against  a 
downturn  in  a  particular  sector.  Those  figuring  best  here  also  scored  high  on  our  overall  rankings.  Boston,  an  academic  giant, 
fares  best  here  but  suffers  in  the  overall  growth  charts  because  as  a  big  metro  (total  employment  3.16  million)  it  must  lift  more. 
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10  YEARS  OR 
120,000  MILES 


(FINALLY,  A  POWERTRAIN  LIMITED  WARRANTY 
FOR  VEHICLES  THAT  ARE  MADE  TO  RUN  OVER  THINGS 


Consider  a  10-year  /120,000-mile  powertrain  limited 


warranty.  On  a  car  that  takes  you  to  work,  it's  no  big 


news.  On  an  SUV  that  takes  you  places  cars  can't  go, 


it's  a  different  story.  At  Isuzu,  we  back  all  our  2000 


SUVs  (the  Trooper,  Rodeo,  Amigo,  and  VehiCROSS) 


with  America's  longest  warranty.  Because  we  expect 


you  to  go  places  in  an  Isuzu  truck.  And  we  want  you 


to  go  with  the  knowledge  that  your  vehicle  is  built 


to  withstand  the  beating.  Call  1-800-795-9779  for 


your  local  Isuzu  dealer  or  visit  www.isuzu.com. 


CAR   COMPANIES   BUILD   SUVS   THAT   ARE   AFRAID   TO 
LEAVE  THE  ASPHALT  BEHIND.  WE'RE  NOT  A  CAR  COMPANY. 


I 


J  n  l  y   coverage   fo'r   delects   in   materials   and   workmanship   only.   No   coverage   tor   damage   caused   by   misuse.   See   your   1 1  •  2  u   deal'r   lor 
anty  details.   Powertrain   limited  Warranty   excludes  commercial  or  fleet  vehicles  and   is  transferable  to   immediate   fami'i   members   only. 


m 


Best  Places 
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HARLOTTE 
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Talk  of  late-Nineties  plateau  premature.  Mega 
financial  hub,  with  Bank  of  America  (nee  Na- 
tionsBank) and  First  Union  working  through 
their  mergers.  Low-cost  textile  and  papermak- 
ers  are  big  employers.  Carolinas  are  right-to- 
work  states  with  light  litigiousness.  Large  distri- 
bution center  for  the  Southeast.  Duke  Energy 
headquartered  here,  BellSouth  big  presence. 
Area  is  US  Airways  hub.  (That's  a  good  thing.) 


:ASTEST  GROWING  INDUS" 


INDUSTRY 


ANNUAL  EMPLOYMENT 
GROWTH  RATE  97   99 


Home  furnishing 


5.8% 


Publishing 


5.5 


Total  local  government 


4.4 


Retailing 


3.2 


Total  federal  government 


2.6 


IFAST  GROWING  COMPANIES 

JOB 
GROWTH 
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Wireway/Huskey 

23% 

230 

Lincoln  Health  System 

14 

600 

Aplix 

11 

260 

Conco  Medical 

7 

210 

Julius  Blum 

6 

300 

15 


FORT  WORTH 
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Smaller  hat,  better  cattle:  Texas  twin  comes  out 
ahead  of  Big  D.  Annual  Stock  Show's  a  biggie.  So 
is  transport.  American  Airlines'  base  is  DFW,  a 
busy  intermodal  center.  Burlington  Northern 
Santa  Fe  covers  the  tracks.  Other  homies  include 
Sabre  and  its  majority-owned  (70%)  Traveloc- 
ity.com,  Tandy  and  its  RadioShack,  Pier  I  Imports, 
boots-blocks-bricks-maker  Justin  Industries. 
Nokia  operations,  lots  of  aerospace/defense. 
Bucks  from  Basses  boost  the  arts. 


Aalcal   uHUWInu  IN 


INDUSTRY 

ANNUAL  EMPLOYMENT 
GROWTH  RATI  97   99 

Communication  services 

17  0% 

Banking 

159 

Steel 

12.8 

Trucking 

109 

Construction 

10.7 

FAST  GROWING  COMPANIES 

JOB 
GROWTH 

EMPLOYEES 

nnr  Communications 

83.7% 

248 

imo 

17.0 

200 

8.0 

209 

Southwest 

7.3 

315 

.uithern  Express 

6.1 

5.836 

*'h  I, gurus  show  3-year  annualized  trend 
So.  9meau  ol  Labor  Statistics.  Dun  &  Bradstreet 

DM/ ,       lun's  Market  Identifier:  Larimer  County 
Workto,      Center. 


Commerce  One 

OAKLAND,  CALIFORNIA 

WHEN  COMMERCE  ONE,  A  BUSINESS-TO- 
business  Internet  "enabler,"  went  looking 
for  a  headquarters,  it  didn't  want  employees 
to  face  San  Francisco  Peninsula  home  prices 
that  rose  in  1999  about  as  fast  as  the  com- 
pany's stock  price.  So  it  chose  booming 
Pleasanton,  a  leafy  Oakland  suburb.  Real  es- 
tate in  the  so-called  East  Bay  might  seem 
expensive  to  most  of  the  country,  but  it  is  a 
refuge  from  points  west.  "Silicon  Valley  is  overbuilt,  and  reasonable  housing  is  a  chal! 
lenge,"  says  Kit  Robinson,  Commerce  One  spokesman. 

In  its  new  complex,  four  buildings  on  a  tree-lined  campus  converge  around 
quiet  courtyard.  The  280,000-square-foot  space  is  filling  quickly:  Commerce  One' 
payroll  has  grown  fourfold  to  1,100  in  one  year.  (Its  shares,  however,  have  sun 
55%  since  their  peak  in  early  spring.) 

It's  the  B2B  boom,  coming  later  in  this  technology  cycle,  that  has  fueled  many  c 
the  companies  looking  for  elbow  room  in  greater  Oakland.  Most  have  yet  to  mak 
money.  About  70%  of  Commerce  One's  revenues  come  from  selling  software  t 
Boeing  and  its  115  other  customers.  Robinson  says  transaction,  commission  an 
subscription  revenues  are  coming  by  the  end  of  next  year.  — /.  / 


FREQUENTLY  ASKED  QUESTIONS 


We  asked  Ross  DeVol,  director  of  regional  and  demographic  studies  at  the  Milke 
Institute,  to  anticipate  these  questions  about  the  results: 

Isn't  Silicon  Valley  the  hottest  business  location  in  the  country? 

Several  factors  pushed  Silicon  Valley  down  the  rankings  this  year.  First,  our  quant 

tative  data  components  do  not  include  capital-gains  realizations. 

Also,  the  manufacturing  sector  was  hit  by  the  loss  of  high-tech  exports  to  Asia  becait 

of  the  deep  recessions  in  many  of  those  countries.  More  than  10,000  manufacturir 

jobs  were  lost  in  1999.  High  housing  and  wage  costs  are  reducing  the  area's  attra 

tiveness  for  non-high-tech  firms. 

What  industries  are  driving  the  winners  on  this  year's  list? 

Internet-related  activity,  which  pushed  up  demand  for  telecommunications  service 

Wireless  witnessed  rapid  growth.  Computer  and  data  processing  services  (Intern 

service  providers,  software,  Web  design,  database  consulting,  etc.)  were  other  i 

portant  contributors  to  this  year's  winners.  Communications  equipment  was  aj 

other  key  industry.  Oakland  was  a  leader  in  that  sector  this  past  year  (and  had  con 

pound  annual  growth  of  55%  between  1995  and  1999). 

Why  do  Texas  and  the  West  dominate  your  top  rankings? 

The  West  is  dynamic  and  entrepreneurial.  It  has  high  levels  of  human  capital,  is  le 

risk  averse  and  more  business  friendly,  has  a  high  quality  of  life  and  is  cultural 

more  open  to  new  ideas  than  most  of  the  Northeast  and  the  Midwest.  Lower  cos 

of  doing  business  (tax  rates,  wage  costs,  real  estate)  in  Texas  and  the  rest  of  the  W< 

help  manufacturing  industries.  Much  of  the  Southeast  is  becoming  a  part  of  tl 

New  Economy. 

How  can  a  metro  boost  its  standing? 

Technology  industries  are  critical.  A  metro  must  leverage  what  assets  it  has:  a  good  ui 

versity,  college  graduates.  Government  should  get  out  of  the  way  most  of  the  time. 


"Imagine  having  everything  you've  achieved 

Slip    thrOUgh  your  children's  hands 
because  of  CSt&CC    LclXCS. 

Does  nfe  have  to  end  up  this  way? 


Not  in  my  book." 


Lyn  Medearis 
AXA  Advisors 


Rci-q 


m  h 


°tection 


Long  Ten 


Trust 


"I've  seen  a  life's  work  taxed  out  of 
existence  because  of  poor  estate  planning." 
Lyn  Medearis  is  one  of thousands  of  AXA 
Advisors'  professionals  who  help  clients  meet 
their  long-term  financial  goals.  "Small 
businesses,  family  businesses,  farms... they 
are  incredibly  vulnerable.  But  a  good 
strategy  and  the  right  choices  now  can 
make  the  difference."  AXA  Advisors  is  part 
of  the  global  AXA  group,  one  of  the  five  largest 
asset  managers  in  the  world.  Reach  one  of  us 
at  1(888)  AXA-INFO  (888-292-4636)  or 
visit  www.axa-advisors.com 
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1.  New  York/JFK  Intl 

17,788.185 

57.0'/. 

2.  Miami  Intl 

15.486.464 

45.6 

3.  Los  Angeles  Intl 

14.187.310 

23.9 

4.  Chicago-O'Hare  Intl 

8.757,456 

12.1 

5.  Newark  Intl 

6.736.007 

20.8 

6.  San  Francisco  Intl 

6.698.061 

17.0 

7.  Honolulu  Intl 

5.479,943 

24.5 

8.  Houston/Hobby 

4,522504 

20.2 

0.  Ai  anta/HartsfWd 

4,262,858 

5.8 

10.  fi.s'on/Logan 

3.985.954 

15.1 

,\.  Oallas/Fort  Worth  Intl 

3.689,057 

6.5 

I99t            >     ources  Anports  Council  International.  Aviation  Daily 
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WHERE  THE  VENTURE  CAPITAL  MONEY  GOES 


REGIONAL  INVESTMENTS  AS  PERCENTAGE  OF  TOTAL1 

Silicon  Valley  ■■■■j^H^BH  39.0% 


New  England 

Southeast 

LA/Orange  County 

NY  Metro 

DC/Metroplex 

Northwest 

Colorado 

Texas 

Midwest 


10.9 


'Total  venture  capital  investments 
in  fourth-quarter  1999. 
Source:  PricewaterhouseCoopers 
Money  Tree  Survey. 
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SOFTWARE  SITUATIONS 

COMPUTER  PROGRAMMERS  IN 
THE  BIGGEST  10  METROS      numberof 

PROGRAMMERS 

1.  Washington,  D.C. 

34.7001 

2.  Chicago 

34,000 

3.  New  York 

26,510 

4.  Seattle 

21,890 

5.  Los  Angeles 

17,510 

6.  Atlanta 

16,660 

7.  Boston 

16,330 

8.  San  Jose 

14,420 

9.  Dallas 

14,370 

10.  Philadelphia 

13,220 

'Includes  military  work. 

Source:  Bureau  of  Labor  Statistics. 
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It  is  gospel  in  many  a  city  hall  that  economic  development  is  a  good  investrr 


BY  WILLIAM  P.  BARRETT     PHOTOGRAPHS  BY  CHRIS  BUCK 

IN  1937— AMID  THE  GREAT 
Depression — the  city  fathers 
of  Syracuse,  N.Y.  scraped  to- 
gether $250,000  plus  tax  in- 
centives in  an  attempt  to  lure 
air-conditioner  inventor  Willis 
H.  Carrier  and  his  Carrier  Corp. 
from  Newark,  N.J. 

It  was  to  be  Syracuse's  curse 
that  this  early  experiment  in  in- 
dustrial planning  happened  to 
work.  Carrier  came,  and  his  company,  at  its  peak,  had  7,000 
people  in  S\  racuse  factories.  And  so  was  nurtured  an  abiding 
faith  among  the  local  population  that  one  of  the  prime  func- 
tions of  a  city  government  is  targeted  economic  development. 
Carrier,  it  turns  out,  came  cheap.  By  the  estimate  of  Vito 
Sciscioli,  the  cits 's  longtime  development  director,  some  $2  bil- 
lion has  been  shelled  out  in  Syracuse  over  the  past  five  years  in 
government  grants,  tax  abatements,  benefits  from  tax-exempt 
financing,  infrastructure  improvements  and  utility  breaks.  This 
is  a  staggering  sum  for  a  city  that  now  has  only  152,000  people 
in  it.  And  what  do  the  city  fathers  have  to  show  for  their  ad- 
dicting largesse?  Not  much.  Since  1978  U.S.  employment  is  up 
40%.  In  Syracuse's  home  Onondaga  County  the  job  count  is 
up  just  12%,  and  since  1990  it  has  fallen. 

It  you  were  starting  an  air-conditioner  company  today,  or  a 
chip  company  or  a  book  publisher,  would  you  locate  it  in  Syra- 
use?  Probably  not.  In  our  national  ranking  of  200  metropoli- 
tai      -gions  for  employer  attractiveness,  the  four-county  Syra- 
cuse re  "ion  ranks  in  the  bottom  quintile.  (See  map,  p.  150.) 
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Ghost 

le  taxpayer.  Syracuse  proves  otherwise. 


WELCOME  TO 

SYRACUSE 

A  GREAT  PLACE  TO  UVE 
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Malaysian  Industrial 
Development  Authority 

MIDA  is  the  principal  government  agency 
for  the  promotion  and  coordination  of 
industrial  development  in  Malaysia. 

To  set  up  a  manufacturing  project  in 
Malaysia  and  for  any  assistance,  please 
contact  the  nearest  MIDA  office. 
Los  Angeles:  (213)  955-9183 
E-mail:  lacamida@aol.com 

San  Jose:  (408)  298-7738 
E-mail:  midasanjose@aol.com 

Chicago:  (312)  787-4532 
E-mail:  mida-chicago@msn.com 

New  York:  (212)  687-2491 
E-mail:  nymida@aol.com 

Or  look  us  up  at  www.mida.org 


MIDA 


Cyberjaya 

Combine  an  eco-friendly  environment,  the 
latest  IT  infrastructure  and  modern-day 
living  facilities,  and  you  have  Cyberjaya. 
This  intelligent  city  is  a  world-class  model 
of  design  and  function  that  provides  the 
relaxed  atmosphere  necessary  for  con- 
templation, creativity  and  productivity. 

For  more  information,  please  contact 
Setia  Haruman  Sdn  Bhd,  the  developer  of 
the  Cyberjaya  Flagship  Zone,  at: 

Tel.:  Oil  603  7625  6213 

Fax:  Oil  603  7625  6211 

E-mail:  marketing@cyberjaya-msc.com 

Web  site:  www.cyberjaya-msc.com 
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SETIA  HARUMAN  SDN.  BHD. 

(425145  U| 


Strategically  located  in  the  heart  of 
Southeast  Asia,  Malaysia  is  an  ideal 
base  for  companies  seeking  to 
establish  a  presence  in  this  potentially 
lucrative  region.  As  the  hub  of  the  growing 
ASEAN  market  —  member  countries  of  the 
Association  of  Southeast  Asian  Nations  — 
Malaysia  offers  investors  a  well-developed 
infrastructure,  an  educated  and  productive 
workforce,  and  a  business  environment 
conducive  for  growth  and  profit. 

Among  Top  20  Trading  Nations 

The  transformation  of  Malaysia's  econ- 
omy over  the  last  30  years  has  been 
spectacular,  as  it  has  evolved  from  a 
base  of  agriculture  and  primary  com- 
modities, to  one  driven  by  manufactured 
exports  and  high  technology. 

Over  the  last  decade,  Malaysia's  econ- 
omy grew  at  an  average  rate  of  over  7% 
annually  and  the  country's  gross  domes- 
tic product  (GDP)  doubled  to  US$50  bil- 
lion. Over  this  period,  annual  exports  and 
imports  more  than  quadrupled  to  US$84 
billion  and  US$65  billion,  respectively. 
Malaysia  today  ranks  among  the  world's 
top  20  trading  nations. 

Spurred  by  steady  investment  from 
multinational  and  local  companies,  of 
which  a  substantial  portion  is  from  the 
U.S.,  manufacturing  is  now  the  growth 
engine  of  the  Malaysian  economy.  It 
accounts  for  30.1%  of  GDP  and  84.6%  of 
the  country's  total  exports.  Among  the 
prominent  U.S.  companies  operating  here 
are  Agilent  Technologies,  BP  Amoco,  Dell, 
Eastman  Chemicals,  General  Electric,  Intel, 
Komag,  Linear  Technology  and  Motorola. 

Malaysia's  manufacturing  sector  has 
developed  world-class  capabilities  in  a 
wide  range  of  products,  from  those  man- 


U.S.  Investment  in  Approved  Projects 
1995  - 1999 
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ufactured  from  natural  resources  si| 
as  rubber,  palm  oil  and  timber,  to  ef 
trical  and  electronic  products,  includ 
computers  and  computer  periphera 
semiconductor  devices  and  telecomr 
nications  equipment.  Electrical  and  el 
tronic  products  are  the  largest  exp 
earners,  accounting  for  more  than  5 
of  total  exports. 

The  chemical  and  petrochemical  ino 
try  is  also  contributing  increasingly 
Malaysia's  economy.  Attracted  by  Ma 
sia's  competitive  feedstock  position  ; 
vast  reserves  of  natural  gas,  fore 
investors  have  invested  considerab 
the  chemical  and  petrochemical  sectc 
the  last  five  years. 

U.S.    investments   in    Malaysia 
mainly  in  high  technology  manufactuj 
in  electrical  and  electronic  produi 
chemical  and  petrochemical  produi| 
fabricated  metal  products,  transports 
equipment,  food,  beverages  and  toba< 


World-Class  Infrastructure 

One  of  the  greatest  advantages  I 
Malaysia  offers  investors  is  its  soph 
cated  infrastructure,  one  of  the  most 


ADVERTISEMENT 


loped  among  Asia's  newly  industrial- 
economies. 

alaysia  currently  has  five  internation- 
ports  equipped  to  handle  all  types  of 
ds.  The  country's  newest  and  biggest 
jrt,  Kuala  Lumpur  International  Air- 
(KLIA),  opened  in  1998,  and  has  an 
jal  handling  capacity  of  25  million 
;engers  and  1  million  tons  of  cargo, 
ranked  first  in  its  class  for  overall 
ness  passenger  satisfaction  in  a 
nt  International  Air  Transport  Associ- 
\  (IATA)  survey. 

e  country's  network  of  well-maintained 
ways  links  major  growth  centers  to  its 
►rts  and  six  international  seaports. 
alaysia's  extensive  telecommunica- 
>  network  features  the  latest  digital 
fiber-optic  technology  to  provide 
■quality  telecommunications  service 
Dtnpetitive  prices.  Telephone  sub- 
jers  can  choose  from  among  five 
rc>rk  service  providers  for  domestic 
international  service,  six  cellular 
ice  operators  and  three  Internet 
ice  providers. 


ysia's  workforce  has  the  new  skills  that 
In  demand  among  high-tech  industries. 

Justrial  development  in  Malaysia  is 
ly  concentrated  in  over  200  industri- 
es and  14  Free  Industrial  Zones 
),  self-contained  sites  equipped  with 
ricity,  water  supply  and  telecommu- 
ion  networks.  FIZs  allow  duty-free 
rts  of  raw  materials,  machinery, 
;  and  equipment  used  directly  in 
jfacturing.  Specialized  parks,  such 
e  Kulim  Hi-Tech  Park  in  Kedah,  the 


Manufacture  of  hard  disk  drives  supports 
the  IT  industry's  development. 

country's  first  fully  integrated  high-tech 
industrial  park,  cater  to  the  needs  of  spe- 
cific industries. 

Central  to  Malaysia's  impressive  infra- 
structure is  its  Multimedia  Super  Corridor 
(MSC).  A  9  mile  x  30  mile  zone  extending 
south  from  Kuala  Lumpur,  the  MSC  facil- 
itator is  the  government-appointed  Multi- 
media Development  Corporation  (MDC). 
The  MSC  offers  companies  an  ideal  set- 
ting for  the  production  and  distribution  of 
multimedia  products  and  services  in  a 
planned  urban  and  eco-friendly  develop- 
ment such  as  the  Cyberjaya  flagship 
zone.  Developed  by  Setia  Haruman,  this 
balanced  environment  of  enterprise,  com- 
mercial and  residential  zones  is  support- 
ed by  advanced  telecommunications. 
Companies  with  MSC  status  may  operate 
tax-free  for  up  to  10  years  or  receive  a 
100%  Investment  Tax  Allowance  here. 

Positioned  for  Growth 

Malaysia  is  well  positioned  both  as  a 
manufacturing  base  and  a  transshipment 
center  for  products  in  the  region.  With  its 
convenient  access,  capable  workforce, 
abundant  raw  materials,  excellent  infra- 
structure and  pro-business  government 
policies,  Malaysia  has  gained  a  wide  rep- 
utation as  a  cost-competitive  location  for 
high-technology  manufacturing  for  region- 
al and  world  markets.  ■ 


Multimedia  Development 
Corporation 

One-Stop  Super-Shop 

The  Multimedia  Development  Corporation 
(MDC)  was  incorporated  in  1996  to  facili- 
tate development  of  the  Multimedia  Super 
Corridor  (MSC)  and  to  attract  investment. 

The  MDC  coordinates  infrastructure  and 
infostructure  development  within  the  MSC, 
the  implementation  of  flagship  appli- 
cations and  the  growth  of  small-  and 
medium-scale  enterprises. 

For  more  information  on  MSC  and  MDC: 
Tel.:  Oil  603  8318  8477 
Fax:  Oil  603  8318  8508 
Web  site:  www.mdc.com.my 
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Multimedia  Super  Corridor 

Multimedia  Development  Corporation 


Kulim  Hi-Tech  Park 

Kulim  Hi-Tech  Park  (KHTP)  is  Malaysia's  first 
fully  integrated  industrial  park  with  the  best 
of  science,  business  and  lifestyle  in  mind. 

The  Park  was  the  brainchild  of  Prime  Min- 
ister Dr.  Mahathir  Mohamad,  who  called  it 
"the  Science  City  of  the  Future."  KHTP  pro- 
motes science  in  high-tech  manufacturing 
industries,  R&D  and  design  &  engineering, 
and  technology  education. 

Total  investments  have  amounted  to 
US$4.5  billion  and  the  Park's  27  tenants 
include  Silterra,  Intel,  Celestica  and 
Entegris. 

For  more  information: 

Tel.:  Oil  604  403  2420 
Fax:  Oil  604  403  1973 
E-mail:  shukri@khtp.com. my 
Web  site:  www.khtp.com.my 
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Some  of  the  factors  indirectly  affect- 
ing this  ranking  are  beyond  any  city's 
control — such  as  climate  and  trans- 
portation grids — but  one  very  big  one 
is  very  much  the  province  of  politi- 
cians: taxes.  Syracuse's  property  tax  rate 
stands  at  3V2%  of  fair  market  value — 
$3,500  in  annual  taxes  on  a  $100,000 
house,  $35,000  on  a  $1  million  ware- 
house. This  rate  is  2xh  times  the  na- 
tional average.  Other  cities,  such  as  In- 
dianapolis and  Milwaukee,  have 
reduced  such  taxes  by  privatizing  things 
like  airports  or  water  utilities,  but  not 
Syracuse. 

Contributing  in  no  small  measure 
to  the  high  tax  rate  is  the  huge  eco- 
nomic development  program.  A  stun- 
ning 60%  of  all  Syracuse  real  estate  is 
tax-exempt,  tax-abated  or  otherwise 
not  pulling  full  weight,  so  the  taxpay- 
ers who  have  not  wangled  a  deal  get 
hit  hard. 

What's  wrong  with  this  picture — 
where  a  business  gets  clobbered  with  a 
high  tax  rate  but  then  gets  a  reprieve  in 
an  "economic  development"  program? 
Two  things.  One  is  the  frictional  cost  of 
running  a  system  like  this — paying  the 
salaries  of  the  tax  lawyers,  the  lobbyists, 
the  hardworking  bureaucrats  like  Scis- 
cioli.  The  other,  much  bigger,  one  is  that 
government,  however  hardworking  and 
well-meaning  its  minions,  is  not  good 
at  spotting  the  next  Willis  Carrier.  In 
Syracuse  a  number  of  projects  touted  as 


On  the  rise?  At 
Onondaga  Lake, 
local  economist 
Michael  Wasylenko 
has  his  doubts. 
Unbuilt  Armory 
Square-area 
apartments  (below) 
are  one  reason. 
Yet  skeptical  voices 
are  few  in  a  place 
hooked  on  hope. 


economic  development  subse- 
quently have  required  bailouts,  re- 
working, further  tax  abatements  or 
debt  restructuring — even,  embar- 
rassingly enough,  the  headquarters 
building  of  the  Greater  Syracuse 
Chamber  of  Commerce.  The  city 
itself  figures  to  eat  maybe  40%  of 
$25  million  in  federal  loans  it  guar- 
anteed (see  chart,  p.  1 62).  Or  take  a 
look  at  the  500-car  parking  garage 
downtown,  several  years  in  devel- 


opment and  still  unopened. 

There  is  also  the  robbing-Peter-t< 
pay-Paul  effect  at  work.  The  bigge 
single  project — Carousel  Center, 
glitzy  1.5-million-square-foot  shop 
ping  center  built  a  decade  ago  for  $2 
million  with  large  tax  breaks — is  cu 
rently  sinking  several  suburban  shoj 
ping  malls.  Add  it  up,  and  it  is  hard  I 
make  the  case  that  taxpayers  benefit  1 
having  their  government  help  finan 
shopping  malls. 
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Today  much  of  America  practices 
tax-driven  renewal  schemes,  often 
called  redevelopment.  Few  places  have 
woven  the  tactics  more  into  their  social 
and  psychic  fabric  than  Syracuse,  lo- 
cated 250  miles  northwest  of  New  York 
City.  Since  1995  its  two  commonly 
owned  daily  newspapers  have  pub- 
lished upwards  of  3,200  articles  con- 
taining the  phrase  "economic  develop- 
ment." A  dozen  or  more  public  and 


private  groups  are  active  in  the 
field;  one  even  managed  to  snag 
Alan  Greenspan  as  a  1997  lun- 
cheon speaker.  Marvels  a  local  of- 
ficial, "The  two  issues  in  every 
election  are  taxes  and  economic 
development." 

But  it's  a  faith  sorely  tested  in 
recent  times  by  an  exodus  of  Rust 
Belt  jobs  from  Syracuse,  once  the 
nation's  30th-largest  city  but 


now  no  longer  even  among  the  toj 
125.  One  of  the  destinations:  th< 
cheaper,  union-freer  Sunbelt  South 
Ironically  this  warmer-clime  migra 
tion  has  been  aided  by  Willis  Carrier' 
innovations. 

Syracuse  is  no  dump — downtowi 
is  safe  and  clean — but  its  real  estate  val 
ues  remain  extremely  depressed.  Mon 
than  1,000  homes — something  like 
out  of  every  40 — are  abandoned.  In  the 
ory  the  low  prices  on  real  estate  ough 
to  be  a  magnet  to  employees  and  there 
fore  to  an  employer.  In  Syracuse  you  cai 
buy  a  near-palace  for  what  you'd  pay  fo 
a  run-down  bungalow  in  Palo  Alto.  Bu 
development  just  doesn't  work  that  wa) 
A  chip  design  firm  would  rather  be  nea 
other  ones  or  a  great  university,  or  v 
great  weather,  and  cheap  housing  jus 
doesn't  count  for  much.  Says  one  skep 
tic  of  economic  development  project; 
Syracuse  University  economics  Profes 
sor  Michael  Wasylenko,  "It's  very  har 
to  overturn  these  market  forces.  It's  a 
uphill  battle." 


Syracuse's  smokestack-based 

economy  started  belching.  Smith  Corona 

moved  40  miles  away.  Allied  Chemical 

and  General  Motors  closed  large  plants. 

General  Electric  began  shrinking      j 

defense  manufacturing : 
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Power  Your  Bottom  Line  with 
Iowa  and  Alliant  Energy. 


Iowa  and  Alliant  Energy™  are  an 
unbeatable  team  for  business  growth. 
From  multinational  corporations  to 
small  local  businesses,  Iowa  and 
Alliant  Energy  have  the  economic 
tools  and  resources  to  power  your 
company's  bottom  line.  Alliant 
Energy's  competitively  priced  utility 
rates  contribute  to  Iowa's  low  cost  of 
doing  business.  Their  dedicated 
employees  are  typical  of  the  state's 
highly  skilled,  productive  workforce. 

"Iowa  is  an  outstanding  location  for 
business  growth  and  development. 
The  ongoing  success  of  our  business 
and  industrial  customers  is  a  testament 
to  the  state's  powerful  economic 
advantages.  Iowa  and  Alliant  Energy 
are  always  on  your  side,  and  we  both 
deliver  on  our  promises,"  says  Eliot 
Protsch,  executive  vice  president  of 
Alliant  Energy. 

To  find  out  how  your  business  can 
benefit  from  this  powerful  team, 
call  1-800-245-IOWA  or  e-mail 
SmartState@ided.state.ia.us. 
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Two  months  ago  the  Onondaga  Cit- 
izens League,  a  good-government 
watchdog,  issued  a  79-page  report  enti- 
ded  "Economic  Development:  Models 
for  Success"  that  made  clear  its  authors 
do  not  consider  Syracuse  one  of  them. 
The  many  renewal  groups,  the  report 
declared,  "make  it  difficult  to  assess  the 
success  or  failure  of  any  one  initiative 
or  entity,  to  understand  the  reasons  for 
this  success  or  failure,  or  to  effectively 
direct  recommendations  for  change." 

Syracuse  surely  tries.  Syracuse  con- 
tains New  York  State's  oldest  economic 
development  zone,  established  in  1987 
and  now  covering  about  12%  of  the 
city's  26  square  miles,  designed  to  at- 
tract investment  in  real  estate  and  busi- 
nesses with  a  myriad  of  financial  incen- 
tives. But  the  fastest-growing  industry 
here  may  be — economic  development. 

Despite  its  obsession,  Syracuse 
never  had  the  kind  of  unemployment 
problem  of  an  East  St.  Louis,  111.  or  a 
Camden,  N.J.  Even  during  the  rocky 
last  decade  the  unemployment  rate  was 
always  under  the  U.S.  rate.  Reason: 
Syracusans  losing  jobs  had  the  good 
sense  to  move  to  a  place  that  had  them. 

There  are  some  things  Syracuse 
promoters  can't  do  anything  about:  the 
1  1 2  inches  of  annual  snowfall,  the  24- 
degree  average  January  temperature, 
and  an  impending  claim  by  Onondaga 
Indians,  alleging  1 8th-century  treaty  vi- 
olations, to  most  of  the  city.  With  major 
local  banks  owned  by  outsiders  and  a 


Distressed: 

One  in  40 

city  homes 

are  empty. 


scarcity  of  venture  capitalists,  Syracuse 
also  suffers  from  a  lack  of  what  Keynes 
called  "animal  spirits."  Another  prob- 
lem: New  York  State's  hefty  taxes  and 
business  regulations,  which  Republican 
Gov.  George  Pataki  is  only  beginning  to 
nibble  away  at. 

Perhaps  surprisingly,  there's  little 
hubris  at  the  heart  of  the  local  redevel- 
opment effort.  The  point  man  is  56- 


Syracuse  Home  Values  Lag       ...  As  Jobs  Fail  to  Keep  Pace 


Since  1990  U.S.  home  prices  have 
risen  46%,  while  houses  in  Syracuse 
proper  have  fallen  11%.  Local  home- 
owners pay  hefty  property  taxes. 

$180      Single  family  horn*  prices  (Slhousand) 
160 


From  1978  to  1990  job  growth  in 
Syracuse's  home  county  paralleled 
national  trend.  Then  plant  exodus  left 
locals  in  the  dust  of  America's  boom. 


40S      Cumulative  job  growth  since  1978 


Sources:  National  Association  ol  Realtors; 
80  Greater  Syr.  cuse  Association  of  Realtors. 
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year-old  Sciscioli  (pronounced  sha 
SHAWL-lee),  who  has  seen  it  all  afte 
29  years  around  City  Hall.  "I  have  n< 
illusions  that  government  program 
alone  will  fuel  economic  develop 
ment,"  he  says.  "Ultimately,  economi 
development  is  individual  choice.  Peo 
pie  make  business  decisions.  The 
don't  consult  with  local  economic  de 
velopment  officers.  If  the  environmer 
gives  them  what  they  want,  they  stay 
and  if  it  doesn't,  they  get  out." 

There  was  a  time  when  peoplj 
wanted  in.  Serious  commercial  activit 
began  in  the  1790s  with  the  develop 
ment  of  salt  springs  along  the  edge  ( 
Onondaga  Lake,  part  of  present-da 
Syracuse.  At  one  point  during  the  Civ 
War  Syracuse — named  for  an  anciei 
salt-spring  city  in  Sicily — produce 
more  than  half  the  nation's  salt. 

First  the  Erie  Canal — built  straigl 
through  town  in  the  1820s — and  the 
the  railroads  gave  Syracuse  the  ability  i 
make  things  and  ship  them  out  cheap 
to  faraway  markets.  By  the  early  201 
century  Syracuse  became  famous  ft 
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production  of  Smith  Corona  typewrit- 
ers, Syracuse  China,  Nettleton  shoes,  bi- 
cycles, wax  candles  and  the  Franklin,  an 
ahead-of-its-time  automobile  with  an 
air-cooled  engine.  In  the  1940s  General 
Electric  opened  the  first  of  several  fac- 
tories around  Syracuse  that,  at  their 
peak,  employed  17,000  workers  and  in- 
vented, among  other  things,  over-the- 
horizon  radar.  In  1949  the  brand-new 
National  Basketball  Association  in- 
cluded the  Syracuse  Nationals. 

But  the  competitive  transportation 
advantage  declined  with  the  construc- 
tion of  better  roads  around  the  coun- 
try, and  then  with  the  onset  of  the  sil- 
icon-based economy.  Even  as 
Syracuse's  population  topped  out  at 
221,000  in  1950,  the  city's  smokestack- 
based  economy  began  belching.  Smith 
Corona  moved  40  miles  away  (and  in 
the  PC  era  became  irrelevant).  Allied 
Chemical  and  General  Motors  closed 
large  plants.  General  Electric  began 
shrinking  defense  manufacturing.  In 
1963  the  pro  basketball  team  de- 
camped for  Philadelphia.  The  big-time 
mentality  that  persists  today  is  almost 
pathetic;  despite  largely  empty  roads 
during  non-rush  hours,  one  Syracuse 
radio  station  airs  traffic  reports  all  day 
long,  every  ten  minutes. 

Companies  that  remained  or  came — 
Lockheed-Martin,  New  Process  Gear, 
Crouse-Hinds — couldn't  absorb  all  the 
slack.  So  Syracuse  became  a  laboratory 
of  economic  development  theory. 

The  usual  efforts  are  made  to  attract 


After  spending  $300,000  and  forgoing 

$450,000  in  back  taxes  to  acquire 
the  long-closed  Dome  Hotel,  the  city  just 

sold  it  for  $25,000  to  a  developer  who 
plans  high-end  lodging. 


large  employers.  One  group  just  hired  a 
retired  diplomat  to  pump  for  European 
relocations.  Meantime,  another  group 
works  for  honors  from  the  All-America 
City  award  program  from  the  National 
Civic  League. 

The  latest  theory  to  gain  sway:  We 
don't  want  our  unemployment  rate 
kept  down  by  an  exodus  of  population, 
so  we  must  stop  that  tide,  too.  This  new 
quality-of-life  emphasis  has  spawned 
projects  like  a  $25  million  stadium  for 
the  Triple  A  baseball  team  and  an  out- 
door skating  rink  planned  for  Clinton 
Square,  the  main  downtown  venue. 
The  most  far-reaching:  revitalization  of 
the  area  around  the  hopelessly  polluted 
Inner  Harbor,  a  one-mile-long  channel 
that  runs  from  Onondaga  Lake  to 
within  a  few  blocks  of  downtown. 

This  follows  the  successful  decade- 
long  redevelopment  of  the  turn-of-the- 
century  Armory  Square  section  of 
downtown  into  a  trendy  restaurant  and 
nightclub  district.  However,  that  was 
started  and  helped  along  mainly  by  pri- 


POTHOLES  ON  THE  ECONOMIC  DEVELOPMENT  ROAD 


You  can  learn  a  lot  about  the  economics  of  economic  development  by  wandering 
around  Syracuse.  Here  are  some  deals  that  did  not  work  out  exactly  as  envisioned. 


PROJECT 


RESULTS 


Armory  Square-area  apartments    City  in  1990  lent  developer  $315,000  at  3%  to  build  rental  units;  today, 

land  cleared  but  no  construction  and  no  loan  repayment 

Chamber  of  Commerce  building 


1997  workout  on  $3.1  million  of  loans  for  20,000-square-foot 
headquarters:  terms  included  debt  stretchout  and  forgiveness 


Downtown  beautif  ication 


15%  of  1.000  trees  city  planted  in  1995  died  within  two  years  because 
they  weren't  watered  


Northern  Airlines 


City  agency  in  1996  lent  $90,000  to  startup  airline;  today,  no  flights, 
no  repayments  


Pioneer  Freezer  &  Cold  Storage 


Sheraton  University  Hotel 


City  on  hook  for  $3.5  million  because  of  city  agency  guarantees  in  early 
1990s  of  federal  loan  to  company  that  shut  down  in  1994        


City  in  1995  forgave  unspecified  balance  of  loan  and  cut  taxes  by  33% 


vate  entrepreneurs  with  minimal  gov 
ernmental  money. 

Promotional  literature  now  stresse. 
such  competitive  advantages  as  the  lov 
cost  of  housing  and  the  abundance  o 
higher  education  and  medical  facilities 
The  local  community  college  has  beei 
quick  to  fashion  training  courses  fo 
growing  service  industries.  Privat 
Syracuse  University,  which  sits  on  a  hi 
overlooking  the  city  (and  whos! 
50,000-seat  Carrier  Dome  is  the  city' 
best  known  landmark),  is  ramping  up 
15-year-old  program  aimed  at  high 
tech  company  incubation.  Latest  brair 
storm:  a  plan  to  offer  a  $50,000  pri2 
for  the  best  student  business  plan  th< 
can  be  implemented  locally. 

With  so  many  agencies  able  to  brc 
ker  deals  and  so  much  distressed  re;: 
estate  available,  Syracuse  has  become! 
buyer's  market.  After  spendir 
$300,000  and  forgoing  $450,000  i 
back  taxes  to  acquire  the  long-close 
Dome  Hotel  in  the  Armory  Squaij 
area,  the  city  just  sold  it  for  $25,000  to 
developer  who  plans  a  fancy  hotel.  Ecd 
nomic  development  success?  Well,  til 
developer  might  get  rich  off  this. 

Even  the  great  Carrier  coup  has  lc 
luster.  Three  years  before  he  died, 
1950,  Willis  Carrier  moved  his  con 
pany  to  a  site  just  outside  of  town.  Aft  I 
the  company  was  sold  in  1979  to  co 
glomerate  United  Technologies,  its  cc 
porate  headquarters — and  many  hig 
end  executive  jobs — relocated 
Connecticut.  Its  Syracuse-area  emplo 
ment  has  fallen  by  half,  to  3,500,  at 
there  is  no  fertile  field  of  air-conditio 
ing  offshoots  to  keep  the  econor 
humming  today. 


'Technology's  a  volatile  industry.  But  Y2K  is 
d  us  and  the  global  economy  is  going  again, 
:n  with  the  recent  tech  sell-off,  the  tech 
■  may  still  run. 

'Look  for  convergence  to  accelerate, 
see  more  'clicks  and  bricks'  mergers  like 
Time  Warner.  If  we  see  deals  like  this, 
ology  should  have  legs  over  the  long  term." 

>r.  Bob  Froehlich,  Vice  Chairman,  Global  Strategist 
Kemper  Funds  Group* 


Kemper 
Technology  Fund 

KTCAX  (as  of  3/31/00) 

Past  performance  is  no  guarantee 
of  future  results. 


Talk  to  your  financial  representative  about  the 
long-term  thinking  behind  every  Kemper  fund. 
And  visit  us  at  www.kemper.com  for  detailed 
market  commentaries  written  by  Bob  Froehlich. 

1-800-KEMPER1 


113.34%  42.40%   27.23% 

One                   Five                  Ten 
Year                  Year                  Year 

Wk  KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world" 


entration  of  the  fund's  investments  in  technology  stocks  may  present  a  greater  risk  than  investments  in  a  more  diversified  fund, 
tment  by  the  fund  in  emerging  technology  companies  presents  greater  risk  than  investment  in  more  established  companies. 

pinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  3/00  and  may  not  actually  come  to  pass.  This  information  is  subject 
inge  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  security. 

ted  average  annual  total  returns  as  of  3/31/00.  Investment  returns  and  principal  value  will  fluctuate,  so  shares,  when  redeemed,  may 
irth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of  3/31/00  include  the  maximum  sales  charge  of  5.75% 
ass  A  shares.  The  returns  measure  net  investment  income  and  capital  gain  or  loss  from  portfolio  investments  assuming  reinvestment 
dends.  Different  classes  of  shares  are  offered,  and  their  performance  will  vary  because  of  differences  in  loads  and  fees  paid  by 
"lolders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent  performance  may  be  less  than  shown. 

le  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read  it 
illy  before  you  invest  or  send  money. 

;iness  Unit  of  Scu'dder  Kemper  Investments,  Inc. 

D  Kemper  Distributors,  Inc.  1108910B  (5/29/00) 
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"The  traditional  paging  industry  is  going 
through  a  metamorphosis,"  says  Metrocall's 
Michael  Scanlon.  "We  don't  even  call  it  paging' 
anymore.  We  have  expanded  the  boundaries  of 
our  business  to  include  wireless  data,  wireless  mes- 
saging and  wireless  connections  to  the  Internet." 

Metrocall,  Inc.,  led  by  President  and  CEO 
William  L.  Collins  III,  is  now  the  nation's  third- 
largest  wireless  messaging  company,  with  a  pres- 
ence in  all  50  states  and  net  revenue  of  $571.1 
million  in  1999. 

The  company  is  using  its  Alexandria,  Virginia, 
headquarters  to  strategic  advantage  as  it  expands. 
"Since  this  is  the  birthplace  of  the  Internet,  North- 
ern Virginia  is  a  great  location  for  us,"  says  Scanlon, 
senior  vice  president  for  marketing  and  communi- 
cations. The  region's  high-tech  talent  base,  espe- 
cially telecommunications  and  Internet  expertise, 
has  helped  us  grow,  and  the  quality  of  life  hea-  helps 
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us  attract  and  keep  good  employees,  especially 
middle  and  senior  management."  Metrocall  now 
employs  800  in  Virginia  and  3,750  nationwide. 

Metrocall  also  has  grown  by  acquisition  and 
strategic  alliances.  In  February,  the  company 
acquired  NationPage,  a  move  that  boosted  its  sub- 
scriber count  past  the  6  million  mark.  The  com- 
pany has  alliances  and  retail  relationships  with 
more  than  30  companies,  including  AT&T, 
America  Online,  Bell  Adantic,  Staples  and  Alltel. 
In  addition,  Metrocall  mar- 
kets digital  PCS  phones  and 
offers  two-way  messaging 
through  a  nationwide  wireless 
data  network. 

Small  to  midsize  compa- 
nies are  Metrocall's  primary 
customers.  The  company  is 
now  poised  to  offer  additional  services  to  this 
existing  client  base  through  newly  created  com- 
pany Inciscent.  The  joint  venture  with  Aether  Sys- 
tems, Inc.;  PSINet,  Inc.;  Hicks,  Muse,  Tate  & 
Furst,  Inc.;  and  DB  Capital  Partners  will  allow 
Metrocall  to  offer  wireless  e-mail,  Internet  access 
and  other  applications.  AT&T  Wireless,  PSINet, 
Aether  Systems  and  Hicks,  Muse,  Tate  &  Furst  are 
.ill  Metrocall  investors.  "These  corporations  share 
our  belief  in  the  future  of  wireless  data,  mobile 
computing  and  the  Internet,"  says  Collins. 

Metrocall  has  also  found  strong  allies  among 
Virginia's  government  leaders.  "We  have  enjoyed 
a  great  working  relationship  with  the  Governor 
and  the  General  Assembly,"  says  Scanlon.  "When 
we  have  gone  to  Richmond  to  suggest  improve- 
ments, we  have  always  been  listened  to.  We  are 
very  proud  of  our  company's  relationship  with 
Governor  Jim  Gilmore  and  our  senators  and  del- 


egates.  They  have  been  very  helpful  and  ace 
modating  to  our  business." 

Scanlon  points  to  an  example  of  the  C 
monwealth's  responsiveness  to  the  need 
telecommunications  companies.  "Pagers  had 
oudawed  in  schools  statewide,  and  we  felt  that 
an  impediment  to  family  communications 
pointed  this  out  to  the  General  Assembly 
found  them  willing  to  hear  us  out  and  r 
changes  to  the  law.  Now  the  decision  to  a 
young  people  to  have  pag 
up  to  local  schools." 

Metrocall's  plans  ar 
remain  and  grow  in  Virg 
Scanlon  says.  "We  have  e 
thing  we  need  here,  and ; 
expand,  we'll  be  lookin 
additional  office  space  ir 
area."  The  only  thing  left  to  make  Northern 
ginia  an  even  better  place  is  a  Major  Le 
Baseball  team,  says  Scanlon.  President  and  < 
Collins  is  already  working  on  that.  He 
active  participant  in  efforts  to  bring  a  nj 
league  team  to  the  region,  working  with  tlv 
vate  and  public  sector.  If  the  area's  technc 
firms  step  up  to  the  plate  as  Collins  hope 
not  hard  to  envision  yet  another  asset  t> 
region's  economic  lineup  —  a  high-tech,  in 
tive  baseball  stadium. 


Metrocall,  Inc. 

William  L.  Collins  III 

President  &  CEO 

6677  Richmond  Highway 

Alexandria,  Virginia  22306 
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mpanies  in  Northern  Virginia 


ynCorp 


verity  years  ago,  this  part  of  Northern  Vir- 
was  a  prairie,"  says  Paul  V.  Lombardi,  pres- 
and  CEO  of  DynCorp.  "Now  it's  a  hotbed 
lommerce  and  technology  activity." 
■nCorp,  a  $1.4  billion  multinational  infor- 
jn  technology  and  outsourcing  services 
der,  has  found  an  outstanding  climate  for 
th  in  Northern  Virginia.  Since  1946,  the 
nic  company  has  launched  a  succession  of 
native  and  far-reaching  solutions  for  gov- 
ern and  commercial  clients. 
ie  third-largest  employee-owned  technol- 
ompany  in  the  U.S.,  DynCorp  was  ranked 
he    nation's 
nd-fastest- 
ing  informa- 
technology 
and      the 
nd-largest 
orking    sys-     ^^ 
company  by 
Washington 
'ess  Journal. 
ompany  was 
44  on  the  Forbes  500  Largest  Private  Com- 
list  last  year,  up  from  No.  159  in  1998. 
nCorp  provides  information  technology, 
rk  management,  network  integration  and 
ss  communications   through  its   four 
;ic  business  units:  DynCorp  Information 
erprise  Technology,  DynCorp  Information 
ns,  DynCorp  Management  Resources 
ynCorp  Technical  Services.  Three  thou- 
>f  the  company's  19,000  employees  are 
in  Northern  Virginia,  with  one-third  of 
ocated  at  the  company's  new  headquar- 
Reston. 


Lombardi  lauds  Virginia's  leadership,  espe- 
cially that  of  Governor  James  S.  Gilmore  III, 
for  taking  a  proactive  stance  on  technology 
issues.  "Governor  Gilmore  used  technology  as 
one  of  his  major  platform  planks,  and  we  were 
the  first  state  to  create  the  position  of  Secretary 
of  Technology.  The  policies  and  legislation 
developed  here  have  had  an  impact  beyond  the 
Commonwealth." 

Virginia's  prominence  as  a  technology  hub 
has  made  it  easier  for  DynCorp  to  find  experi- 
enced talent  despite  the  industrywide  challenges 
of  low  unemployment  and  a  highly  mobile 

workforce.  One 
way  the  company 
keeps  up  with 
demand  for  quali- 
fied workers  is 
through  its  own 
"virtual  universi- 
ty," Internet-based 
training  through 
which  employees 
can  update  their 
skills  from  locations  all  over  the  world. 

Since  1993,  DynCorp  has  managed  informa- 
tion, facilities  and  computer  systems  for  the 
Department  of  Justice  Asset  Forfeiture  Program, 
which  seizes  the  assets  of  illicit  organizations  to 
cut  off  their  funding  sources.  Lombardi  points  to 
the  program  as  an  example  of  a  trend  toward 
increased  government  outsourcing  of  noncore 
business.  "We  provide  attorneys,  paralegals  and 
intelligence  analysts,  as  well  as  assistance  with  data 
input,  analysis  and  training,"  Lombardi  says. 
"Our  teams  handle  the  back-office  work  in  nearly 
400  locations,  allowing  the  agency  to  focus  on 


"Virginia  is  a  proud 
global  leader  in  tech- 
nology and  the  Internet 
economy.  I  invite  your 
business  to  be  a  part 
of  Northern  Virginia's 
dynamic  workforce  and 
technology-focused 
business  climate." 
-James  S.  Gilmore  III 
Governor  of  Virginia 


national  security 
and  mission-relat- 
ed activities." 

About  98%  of 
DynCorps  business 
comes  from  gov- 
ernment agencies, 
and  the  company 
provides  solutions 
for  more  than  40  of  them,  including  the  Inter- 
nal Revenue  Service,  the  Army,  the  Navy,  the 
Department  of  Energy  and  NASA. 

DynCorp  is  soaring,  and  it  is  contributing 
new  growth  opportunities  to  Virginia  as  well. 
A  recent  partnership  between  subsidiary  Dyn- 
Space,  LLC;  the  Virginia  Commercial  Space 
Flight  Authority;  NASA;  the  Virginia 
Economic  Development  Partnership;  Old 
Dominion  University;  and  Virginia's  Center 
for  Innovative  Technology  is  one  high-flying 
example.  DynSpace  will  operate  and  manage 
the  Virginia  Space  Flight  Center,  a  multiuser 
spaceport  located  at  Wallops  Island  Flight 
Facility.  "This  partnership  is  expected  to  bring 
300  jobs  to  the  Eastern  Shore  of  Virginia," 
Lombardi  says.  "That's  the  kind  of  economic 
impact  we  are  excited  about  being  able  to 
bring  to  Virginia." 


DynCorp 

Paul  V.  Lombardi 
President  &  CEO 
World  Headquarters 
11710  Plaza  America  Drive 
Reston,  Virginia  20190 
Telephone:  (703)  261-5000 
Fax:  (703)  261-5090 
www.dyncorp.com 
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FLIGHT  TO  SAFETY 

When  the  gunshots  get  close  to  the  airport,  Air  Partner  will  evacuate  your  employees. 


BY  RICHARD  C.  MORAIS 

WHEN  FORMER  INDONE- 
sian  President  Suharto 
cut  fuel  subsidies  in  the 
summer  of  1998,  the 
streets  exploded  in  vio- 
lence. Scheduled  flights  out  of  Jakarta 
were  canceled,  and  terrified  American 
families  joined  a  swelling  crowd  at  the 
airport,  all  desperately  trying  to  get  out. 
The  lucky  ones  hopped  a  regional  char- 
ter to  Singapore — if  they  could  come  up 
with  $30,000  cash  for  a  130-seater  plane 
at  the  outset  of  the  unrest — and  more 
than  $50,000  at  the  height  of  the  crisis. 

A  world  away,  at  Gatwick  Airport  in 
England,  Air  Partner  Pic.  was  also 
flooded  with  calls  from  multinationals — 
including  three  U.S.  clients,  two  of  them 
banks — anxious  to  get  their  staffs  out  of 
Jakarta.  All  in  all,  Air  Parmer  safely  pulled 
250  Western  executives  and  their  fami- 
lies out  of  Indonesia.  "We  noticed  that 
most  multinationals  have  well-thought- 
out  evacuation  plans,  but  the  aviation 
link  is  missing,"  says  Alan  Marler,  a  di- 
rector at  Air  Partner.  'They  haven't  cal- 
culated that,  during  unrest,  the  few  flights 
out  are  mobbed — or  the  main  airport  is 
closed  down.  The  result  is  panic." 

Marler's  solution  is  an  evacuation 
service  for  multinationals  that  consists 
of  three  procedures.  For  $24,000  to 
$60,000  a  year  Air  Partner  maintains  an 


escape  strategy,  including  detailed  flight 
plans,  for  overseas  employees.  A  second 
service  offers  very  fast  removal  of  trav- 
eling executives  from  hot  spots  ($15,000 
a  head;  up  to  100  people).  The  firm  will 
also  fly  essential  personnel  into  a  dan- 
ger zone  ($15,000  to  $20,000  per  per- 
son)— handy  if  you're  an  oil  company 
eager  to  get  capping  experts  to  an  oil 
well  blowout.  Don't  like  the  risk?  Air 
Partner's  insurance  division  can  also  get 
the  whole  exercise  underwritten  by 
Lloyd's  of  London. 

A  tidy  business.  Revenues  at  Air  Part- 
ner doubled  over  three  years  to  $105  mil- 
lion in  the  fiscal  year  ended  July  31.  Dur- 
ing the  first  six  months  of  fiscal  2000  the 
company  booked  another  31%  jump  in 
revenue,  to  $52  million,  while  pretax 
profits  were  up  7%,  to  $1.5  mil-  ^n 
lion.  (The  stock,  thinly  traded 
on  the  London  exchange,  has 
not  found  its  wings:  At  a  re- 
cent $4.25,  it's  trading  at  14 
times  trailing  earnings  and 
39%  below  its  1998  high.) 

The  charter  not  only 
jets      busy      executives 
around,  it  also  takes  the 
Spice  Girls  and  the  British 
royal  family  on  tours. 
The  U.S.  government 
used  Air  Partner  to 
fly  the  press  corps 


to  China  alongside  President  Clinton  ir 
Air  Force  One. 

Air  Partner  started  out  in  1961  as  i 
local  air  charter  firm,  but  the  evacuatior 
work  took  off  during  the  Gulf  war,  wher 
it  airlifted  800  multinational  employees 
Afterward  it  ran  evacuations  for  govern 
ments  and  Forbes  500s  companies  on  at 
ad  hoc  basis.  Its  most  spectacular  rescui 
effort  took  place  in  Sierra  Leone  in  th< 
summer  of  1997.  The  British  Foreign  Of 
fice  asked  Air  Parmer  to  prepare  an  airlil 
on  a  Monday.  The  order  to  move  cam 
on  Wednesday,  and  Air  Partner  dis 
patched  a  Boeing  747  to  the  capital,  Free 
town.  The  British  military  attache  helpe 
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The  World's  Hottest  Hot  Spots 


If  you're  doing  business  there,  it  pays  to  have  an  exit  strategy. 


High  Risk 

(only  essential  travel  recommended) 


Extreme  Risk 

(travel  discouraged) 


Sources  US  Slate  Department,  UK  Foreign  Office;  Air  Partner 


get  some  200  U.K.  personnel  and  a  mix  of 
Europeans  and  Americans  to  the  airport 
on  15  U.S.  military  helicopters.  Almost  a 
third  of  the  final  350  passengers  on  board 
were  distressed  children,  some  of  whom 
hadn't  eaten  or  had  a  drink  in  three  days. 
The  plane  sat  on  the  runway  for  the  next 
couple  of  hours,  tensely  waiting  for  more 
evacuees,  but  was  ordered  to  leave  before 
it  was  full.  "The  pilots  could  hear  gun- 
shots," says  Marler.  That  was  the  last 
plane  out.  The  airport  closed  shortly 
after,  and  it  was  a  week  before  the  com- 
pany could  rescue  another  500  people. 

Air  Partner  has  pulled  expats  from 
Indonesia,  Chechnya,  Kuwait,  Saudi  Ara- 
bia, Albania  and  the  West  Indies. 
Clients — most  of  them  U.S.  multina- 
tionals— have  had  the  company  set  up 
contingency  evacuation  plans  for  Azer- 
baijan, Yemen,  Eritrea  and  parts  of  Rus- 
sia. Marler  himself  is  a  charter  expert.  He 
and  his  90-odd  brokers  can  get  their 
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hands  on  the  right  planes  at  crunch  time. 
He's  also  backed  himself  with  military 
heavyweights:  His  regional  director  was 
the  deputy  director  of  Special  Forces  at 
the  U.K.'s  Ministry  of  Defense;  the  U.S. 
office  is  run  by  the  former  liaison  be- 
tween the  private  sector  and  U.S.  intelli- 
gence authorities  at  the  Overseas  Secu- 
rity Advisory  Council;  his  operations 
manager  is  a  onetime  RAF  wing  com- 
mander who  oversaw  the  British  royal 
family's  air  travel. 


What's  the  best  way  to  handle  a  cri- 
sis? As  a  country  heats  up,  Air  Partner 
suggests  quietly  removing  nonessential 
personnel  to  hotels  with  good  commu- 
nications at  a  safe  haven  just  over  the 
border.  You  don't  want  the  expense  of 
flying  staff  all  the  way  back  to  the  U.S., 
and  you'll  need  a  quick  route  back  into 
the  country  if  the  situation  cools  down. 

The  next  stage  is  more  difficult.  Com- 
panies normally  leave  a  hard  core  of  10  or 
20  men  to  safeguard  the  company's  local 


assets,  and  when  it's  time  for  them  tc 
leave,  the  situation  is  usually  dicey.  Road 
are  jammed,  and  the  main  airport  ij 
often  a  military  target.  Transporting  per- 
sonnel away  from  the  crush  to  a  sec- 
ondary airport  can  be  the  best  way  out 
but  this  calls  for  advance  planning  anc 
reconnaissance.  "You  want  the  righ 
plane,"  says  Marler,  "one  that  can  pus! 
in  and  out  of  the  local  airport  by  itself 
and  you  don't  want  to  have  to  fuel  up  lo 
cally."  He  hasn't  lost  a  plane — yet.       W 


NO  GRAVE  UNDERTAKING 

Two  Dallas  entrepreneurs  try  to  lay  some  humor  on  the  coffin  business. 


BY  LYNN  COOK 

THE  GENERATION  THAT  HAS  EA- 
gerly  embraced  vanity  license 
plates  and  personalized  credit 
cards  can  now  leave  its  mark  on  ... 
caskets.  Thanks  to  former  Dallas  radio 
executives  Patrick  Fant  and  Dennis 
Sternitsky,  after  you've  shuffled  off 
this  mortal  coil,  you  can  lie  in  a  box 
decorated  with  1  of  more  than  30  dif- 
ferent designs,  ranging  from  placid 


landscapes  and  Raphael's  familiar  an- 
gels to  a  Nascar-themed  casket  labeled 
"The  Race  Is  Over."  It's  not  a  spray 
job:  WhiteLight  Inc.  reproduces  the 
images  on  adhesive-backed  illustrated 
vinyl,  essentially  shrink-wrapped  over 
an  18-gauge  steel  casket. 

Launched    in   April    1998,   with 
$1 10,000  in  savings  and  credit,  White- 
Light  tried  to  sell  the  product  through     yard.  In  the  first  quarter  of  this  year  t 
funeral  homes  and  casket  distributors,      company  pulled  in  $760,000 


I'll  take  mine  to  go:  Dennis 
Sternitsky  and  Patrick  Fant. 

Most  weren't  amused.  S< 
Fant  and  Sternitsky  took  ; 
different  tack:  marketing  di 
rectly  to  consumers.  The 
figured  that  while  most  po 
tential  clients  feel  no  loyalt 
to  the  neighborhood  funer; 
home,  they  have  strong  alle 
giances  to  universities,  vetei 
ans'  associations  and  pei 
sonal       interests.       Th 
prompted   WhiteLight 
sign  exclusive  affinity  lin 
agreements  (piggybackin 
direct  mail  campaigns  an 
advertising  in  trade  mag 
zines)  with  Texas  A&M  Un 
versity,  the  Veterans  of  Foi 
eign  Wars  and  the  America 
Legion.  More  deals  are  in  tl 
works.  The  partner  gets  5 
to  10%  of  the  take. 

Some  folks  apparently  § 

in  for  this  goofy  send-ol 

WhiteLight  started  selling  i 

$2,900  caskets  in  April  19! 

and  ended  up  the  year  with 

tiny  profit  on  revenues  ju 

over  $1  million.  Boxes  can  be  boug 

via  a  toll-free  call.  No  need  to  pick  it  v 

right  away;  the  company  keeps  ordfl 

on  file  until  they're  needed  and  shi 

directly  to  funeral  homes. 

Sternitsky  thinks  that  within  fo 
years  he  can  be  enjoying  a  gross  mard 
of  60%  on  $30  million  in  sales.  May 
he's  not  just  whistling  past  the  gral 
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Driver.  Fleet  Manager.  CFO. 
It  accommodates  all  of  them  comfortably. 


Why  can  businesspeople  feel  more  comforfable  choosing  Impala    over  Taurus  SE?  For  drivers,     |     M    P 

Impala  has  more  standard  horsepower  and  overall,  room  than  Taurus.  Fleet  managers  like  that 

Impala  has  better  overall  fuel  economy:  And  for  CFOs,  Impala  has  a  higher  residual  value 

than  Taurus.'  Put  Impala  on  your  selector  list.  You'll  see  that  you  actually  can  please  everybody.     WE'LL  BE  THERE 

nl  I ■/■• ,  estimated  MPG  of  Impala  3400  V6  engine.  ?0  r.iy/i/  (-Toofus  3.01  2V  V6  «i,r,„„        -     iy/28  highway 

m  Residual  Value  Lease  Guide  of  1997  2000  model,  f,..n,  lanuoty  tin.,.,.,!,  M</cb  2000   '  >2000  GW  He  up   Ameri<  al  » 
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Sports  agent  Dwight  Manley  has  made  a  pile  off  basketball  stars.  Now  he's 
hoping  to  score  even  bigger  with  America's  largest  haul  of  sunken  treasure. 


BY  KELLY  BARRON 


DWKiHl  MANI1-V  \1K, HI  HAV1 
been  a  successful  peddlei  ol  holy 
relics  in  anothd   lite    In  this  one 

he  s  ■  onteni  to  be  .1  masterful  huckster, 
whether  he's  cutting  deals  for  NBA  stars 
01  selling  recovered  treasure  from  the 
ss  Central  Imerico,  which  sank  off  the 
1  arolina  coast  in  1 857  Leaving  his  of 
lue  with  a  tray  full  of  coins  oik  recent 
afternoon,  he  asks  a  visitoi  it  he  1  an 
hum  1  rid*  to  the  vault  in  Santa  Ana 
«  ant  where  he  is  storing  the  lool 
Asked  how  much  the  gold  coins  in  the 
bat  kseat  are  worth.  Manley  shrugs. 

About  $5  million 

Hon  I  be  fooled  b\  ilu  soft  void 
and  bookish  appearance     Ibis  is  the 
guy  whose  promotional  .\\u\  negotiat 
ing  skills  helped  turn  Dennis  Rodman, 
then  a  nearly  broke  malcontent,  into 

tin  o|  the  wealthiest  bad  boys  in  has 


ketball   Manley.  wh<     a   tied 
up  i<.   '()%  of  tll<    ..Ik.     had  a 

painful  split  with  Rodman 
Km  in     sun  M.  1  Mc  game  "  t 
resenting  I  foah  faz5  basketball 
forward  Karl  Maloru   H(  recentlyreni 

gotiated  Malone's    ict  from  $5 

million  annually  to  $67  million  over 
four  years 

Manlev  M  now    out  rob  what  may 
be  an  evn   hottei  property    rhi  Gold 
Rush  era  lool  pulled  from  ih<  Atlanti 
(  lu'.in  (the  subjeel  of  the  i998  best 
seller  Slup  of<  iol<i  in  the  Deep  Blue  Sea) 
is  the  largesl  treasure  unearthed  in 
American  history   vn.i  pisi  as  h<  pro 
motes  his  famous  ithletes  Manley  is 
trumpeting  the  fabled  riches     /.500 
gold  coins  ancf  dozens  of  golri  bricks 
as  1  national  treasure 

F01  his  own  profit    »i    ours<    1 1<  - 


A  $262  000  plus 
question  Wh. 
wili  ouv  rht  HO 
01 r»  ingot 

Null    MaitlbV'' 


built  an  exhibit- -includi 
pieces  of  his  gold  booty* 
repli<  a    of    the    ship    ai 
$300,000  of  (,old  Rush  ph 
rographs  recently  purchas, 
from  Sotheby's-  -  -that  will  travel  to  cc 
shows  and  a  I  is  Vegas  casino.  No  aj 
mission  tees,  though  the  publicity  fr<] 
the  show,  various  book  projects  and  I 
upcoming  History  Channel  documc 
tan    >i    du  treasure  s  discovery  shoi I 
help  boost  Mauleys  sales  of  the  coil 
So  might  the  Warner  Bros,  movie  in  I 
offing,  with  Tom  <  ruise  as  its  rumoi| 
stai       I  he  more  well  known  it  1 
comes  the  more  value  there  is,"  he  S£ 
lalk  about  a  ready  made  sales  pit 
The  S.S.  <  entral  America  was  on  its  v 
from  Panama  to  New  York  to  deli 
newly  minted  Double  Eagles  to  bail 
vh.-i    1  hurricane  sank  the  sidewh 
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Deutsche  Banc  Ale*.  Brown  identities  Tne  US  investment  banking  detunes  ot  DB  Aje*  Brown  LLC  (formerly  BT  Ale«  Brown  incorporated,  and  Deutsche  Bank  Securities  inc  .  wt«h  are  indirect  subsidiaries  of  Deutsche  Be 

"Source  Commscan  investment  Dealers  Digest  December  1999  Euroweek  Bccwers  Poll  January  2000  Euromonev  Borrowers  Poll.  September  1999  if  B  Revww  of  the  Year.  December  1999  Corporate  Finance.  January  2000  Project  Finance 
International.  January  2000    Financial  Intelligence  Agency,  Winter  2000  Central  European.  November  1999  t  Trademark  Application  Pending 


Deutsche  Banc  Alex.  Brown 


No  one  puts  it  All  together 
like  Deutsche  Bank 


Performance  is 


The  more  complex  business  gets,  the  more  valuable 
complete  solutions  become. 

At  Deutsche  Bank,  we  deliver  outstanding  performance 
right  across  the  board,  from  underwriting  to  trading  and 
advisory.  Plus  original  thinking  to  put  it  all  together  -  in  a 
world-class  investment  banking  platform  that  puts  our 
clients  on  top.  A  performance  that  drives  our  clients' 
competitive  advantage  -  and  our  leading  position  in 
industry  and  market  polls. 


Euromoney  Poll  of  Polls:  "A  new  pecking  order  emerges. 
Deutsche  Bank  heads  up  the  rankings" 


Overall                                         Ranking 

Trad 

r3 

Underwriting 

Advising 

Deutsche  Bank                                 1 

1 

2 

2 

Merrill  Lynch                                     2 

3 

3 

1 

Morgan  Stanley  Dean  Witter           3 

8 

1 

4 

Selected  recent  awards  and  poll/market  results:4 

■  No.  1  Bookrunner  for  Aftermarket  Performance  of 
US  IPOs,  Q1  2000 

■  Breakthrough  Technology  Deal  of  the  Year  - 
Foundry  Networks,  Inc. 

■  Most  Impressive  Investment  Bank  for  Overall 
Capital  Raising  in  1999 

■  World's  No.  1  Investment  Bank  for  Raising  Capital 

■  Bond  House  of  the  Year 

■  Best  Bank  for  Securitization 

■  Advisor  of  the  Year  -  Asia  Pacific 

■  Best  Bank  in  Euroland 

■  Project  Finance  House  1999 

■  Credit  Derivatives  House  of  the  Year 

■  Interest  Rate  Derivatives  House  of  the  Year 

■  M&A  Advisory  of  the  Decade 

leading  to  results™1 


Deutsche  Bank 
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steamship,  killing  425  passengers  and 
sending  the  $20  gold  coins  and  bullion 
to  the  ocean  floor.  The  loss  of  the  for- 
tune, then  worth  $1.6  million,  con- 
tributed to  the  financial  panic  of  1857, 
when  banks  couldn't  repay  their  debts. 
For  130  years  the  sunken  treasure  re- 
mained a  maritime  mystery,  until  the 
Columbus-American  Discovery  Group, 
operated  by  marine  biologist  Thomas 
Thompson,  found  the  trove  8,500  feet 
underwater. 

Thompson  raised  the  gold — and  a 
legal  nightmare.  Everyone,  from  insur- 
ance companies,  which  stepped  into  the 
shoes  of  predecessors  that  had  paid  off 
on  policies  way  back  when,  to  a  monk 
and  a  Texas  oilman,  laid  claim  to  the 
fortune.  Thompson  and  his  backers  got 
entangled  in  52  different  lawsuits  in 
several  courts.  When  they  finally  shook 
out,  Thompson  and  his  backers  ended 
up  with  92%  of  the  haul;  the  insurers 
got  the  rest. 

With  the  cases  still  pending,  Manley 
started  plotting  how  he  could  get  his 
hands  on  the  hoard.  He  had  long 
known  of  the  S.S.  Central  Arm-inn 
stash;  he'd  first  started  collecting  coins 
when  he  was  6,  after  finding  a  1909 
penny  in  a  coffee  can.  The  hobby  grew 
into  a  vocation.  Manley  became  a  coin 
dealer  at  18  and  a  millionaire  by  the 
time  he  turned  23,  buy- 
ing and  selling  rare  coins 
across  the  country. 

I  le  shelved  the  coin 
business  back  in  1995 
after  a  chance  meeting 
with  Dennis  Rodman  at 
a  Las  Vegas  craps  table. 
Manley  agreed  to  help 
the  basketball  star  sort 
OUt  his  troubled  fi- 
nances, today  his  New- 
port Beach,  Calif. -based 
United  Sports  Agency 
represents  si\  athletes. 

But  that  hasn't  been 
enough  ol  a  distraction 
to  keep  him  from  the 
gold.  Thompson  was 
willing  to  sell,  though 
Manle)  couldn't  come 
with   the  funds. 


The  Eagles  have  landed:  $20  gold  coins  from  the  hoard 


Traditional  banks  would  lend  only  on 
the  melt  value  of  the  treasure,  a  sum 
estimated  at  only  $15  million.  After 
flirting  with  20  different  potential 
deals,  Manley  persuaded  private  in- 
vestors to  lend  him  and  his  three  coin- 
collector  partners  $50  million  as  part 
of  a  venture-capital-style  deal  in 
which  lenders  have  an  undisclosed 
profit  participation.  He  also  fronted 
$250,000  of  his  own  money  to  settle 
claims  with  Union  Bank  of  California 
and  brokered  an  auction  deal  with 
Christie's,  both  of  which  helped  fi- 
nance Thompson's  salvage  operation. 


H.M.S.  FEVERSHAM:  Sunk  off  Nova  Scotia  coast  in 
1711;  discovered  in  1984  with  some  of  the  earliest 
minted  coins  of  the  American  colonies. 

THE  TUMBAGA  WRECK:  Unnamed  Spanish  ship 
sunk  near  the  Bahamas  in  1656;  found  in  1992  with 
bricks  of  melded  silver,  gold  and  copper. 

THE  1715  FLEET  WRECKS:  Ten  Spanish  galleons 
sunk  off  Florida  coast  in  1715;  recovered  in  the 
1960s  with  gold  and  silver  escudos. 

S.S.  BROTHER  JONATHAN:  Sunk  off  California 
coast  in  1865;  found  in  1993  with 
Gold  Rush-era  coins. 

Source  American  Numismatic  Association 


Manley,  who  is  the  manag- 
ing partner  of  his  invest- 
ment group,  has  been  paid 
back.  He  refuses  to  disclose 
his  equity  stake.  "It  was  the 
most  difficult  negotiation 
of  my  life,"  he  sighs. 

Unloading  the  coins  has 
been  a  little  easier.  Many  ol 
the  5,000  1857-S  Liberty 
Double  Eagle  coins,  the 
most  valuable  of  the  coin 
collection,  already  have  been 
sold.  Protected  by  sediments 
at  the  bottom  of  the  ocean, 
the  coins  were  unearthed  in 
gleaming,  mint  condition 
with  the  highest-quality 
strikes  fetching  $87,000  each  at  New 
Orleans-based  Blanchard  &  Co.  (Lesser 
grades  have  sold  for  between  $3,00( 
and  $7,100 — well  below  year-ag( 
prices,  partly  because  of  increased  sup 
ply.)  Manley  is  planning  to  market  th< 
gold  bars,  which  include  an  80-pound 
shoebox-size  gold  brick,  wortl 
$262,000  as  pure  commodity. 

Manley  may  have  a  tough  tim< 
convincing  any  collector  that  this  hunl 
of  metal  is  worth  any  more  than  thai 
Even  the  coins  don't  necessarily  hav 
any  special  allure  for  having  been  par 
of  a  fabled  wreck:  Coins  trade  primar 
ily  on  scarcity  and  condi 
tion,  not  provenance.  "I'r 
skeptical    of   any   hoar 
that's  marketed  and  fan 
fared,"      says      Mauric 
Rosen,  a  coin  expert  i 
Plainview,  N.Y.  "There  at 
so  many  other  opportun 
ties  to  buy  seasoned  coir 
with  less  risk." 

Manley  isn't  about  1 
let  a  little  skepticism  get  i 
his  way.  There  are  moi 
gold  bars  from  the  S. 
Central  America  at  the  bo 
torn  of  the  sea,  and  he 
like  to  turn  them  into  con 
memorative  coins  th 
would  sell  at  a  big  premie 
to  their  gold  content 
have  the  perfect  plan  for  il 
he  winks. 
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MEDICAL  BREAKDOWN 

Neo  Gen  screens  for  diseases  in  newborns  that  are  treatable. 
Now,  if  only  state  bureaucracies  would  get  out  of  the  way. 


BY  CHANDRANI  GHOSH 

TWO  DAYS  AFTER  NATHAN  SHOCKEY 
was  born,  he  started  vomiting  and 
fell  into  a  coma.  It  was  ten  days  be- 
fore doctors  could  diagnose  the  prob- 
lem: citrullinemia,  a  rare  but  treatable 
metabolic  disorder.  But  by  then  the 
damage  was  already  done.  Nathan  cele- 
brated his  fifth  birthday  on  Feb.  1 1 ,  yet 
he  can  barely  talk. 

The  tragedy  might  have  been 
avoided  if  a  $25  lab  test  had  been  used 
when  Nathan  was  born.  One  in  1,000 
infants  have  metabolic  disorders  that,  if 
found  early,  can  be  treated  before  long- 
term  damage  occurs;  left  untreated, 
they  frequently  lead  to  mental  retarda- 
tion or  even  death.  While  all  50  states 
mandate  testing  for  up  to  8  metabolic 
disorders,  22  other  dangerous  condi- 
tions—including citrullinemia — are 
not  being  suvened. 

It's  a  preventable  oversight,  says 
Edwin  W.  Nayior,  58.  A  certified  clinical 


geneticist  and  an  expert  on  metabolic 
disorders,  he  founded  Pittsburgh-based 
Neo  Gen  Screening,  which  tests  for  all 
30  metabolic  abnormalities  in  new- 
borns. Using  tandem  mass  spectrome- 
try (see  box,  p.  176),  Nayior  simultane- 
ously tests  for  20  disorders,  a  big  leap 
over  the  one-test-at-a-time  approach  of 
standard  technology. 

But  it's  been  slow  going.  Six  years 
after  Nayior  started  the  company  with 
a  $650,000  bank  loan,  personal  savings 
and  a  second  and  third  mortgage  on  his 
house,  Neo  Gen  earned  about  $1  mil- 
lion on  revenues  of  $5  million  last  year, 
when  it  tested  225,000  babies.  That  rep- 
resented a  60%  increase  in  business 
over  1998,  but  Neo  Gen  still  has  excess 
capacity.  "We  could  easily  do  double 
the  number  of  tests,  if  we  could  get  the 
business,"  says  Nayior. 

A  big  if — thanks  to  the  power  of 
uncooperative  state  health  depart- 
ments, which  control  newborn  screen- 


ing. Even  worse,  many  states  insist  th 
testing  be  done  at  government-run  lal 
whose  fees  often  subsidize  follow-u 
care.  These  regulations  go  back  : 
years,  when  states  first  mandated  th 
all  babies  be  screened  for  PKU,  a  met 
bolic  disorder,  and  the  Feds  picked  i 
the  tab. 

New  technology,  and  the  fact  th 
parents  often  pay  for  testing,  mal 
these  regulations  look  ridiculously  ol 
solete.  New  Jersey,  a  particularly  hid 
bound  state,  charges  $34  for  six  tesl 
Neo  Gen,  by  contrast,  charges  $25  f<j 
five  times  the  number  of  screens  ar 
does  it  faster.  But  "states  have  a  vestt 
interest  in  mamtaining  status  quo,"  sa 
Nayior.  He's  had  to  go  from  hospital 
hospital  offering  supplemental  testit 
over  and  above  what  the  state  labs  d 
While  many  physicians  are  enthusiast 
it's  expensive  and  time-consuming 
send  two  sets  of  samples  out  for  testir 
The  irony  is  that  for  the  same  mon 
Neo  Gen  could  have  done  the  stat< 
part  of  the  testing,  too. 

Naylor's  had  a  few  breakthrougl 
In  Pennsylvania,  after  he  convino 
around  100  hospitals  to  sign  up  f 
supplemental  testing,  the  state  decid; 
to  contract  Neo  Gen  to  t 
the  mandatory  tests 
well.  Washington,  D.C.  w 
the  first  to  contract  out 
Nayior  all  its  newbo 
testing.  "Since  Neo  G 
started  testing,  screening 
being  done  more  ef 
ciently,  turnaround  th 
has  dropped  and  it 
cheaper,"  says  Jill  Shug, 
Washington's  coordinal! 
for  newborn  screenin 
Ohio  could  be  next,  if  t 
legislature  agrees  to 
along  with  open  bids  ij 
screening. 

There's  very  little  coi| 
petition.  Though  tand 
spectrometers  (cost:  mi 
than  $350,000)  have  be 
around  for  20  years,  th 
used  chiefly  for  new  di ' 
development.   The  oi 
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?y  provide  global  risk  analysis.  We  manage  Web  servers. 

Together   we   do  e-business. 


keeps  e-business  in  business 


gex.com  /frbs 


I  -  888  -  digexO  I 


Standard  &  Poor's  has  been  setting  the  standard  in 
objective  credit  analysis  for  more  than  140  years. 
Today,  financial  professionals  worldwide  are  able  to 
make  informed  financial  decisions  -  24x7x365  -  by 
accessing  credit  information  via  Standard  &  Poor's 
RatingsDirect.com.  At  Digex,  we  may  not  know  much 
about  risk  analysis,  but  we  do  know  what  it  takes  to 
run  a  successful  e-business. 

We  supply  the  hardware,  software,  and  pre-engineered 
platforms  that  include  best-of-breed  technology  to  get 
your  site  up  and  running  -  fast  and  reliably.  Our  world- 
class  data  centers  and  networks  are  optimized  for 
performance  and  availability,  so  your  site  is  online 
24x7x365.  We  provide  the  administration,  monitoring, 
and  security  services  necessary  to  make  sure  your  site 
stays  up  and  running  smoothly  and  securely. 

Financial  professionals  look  to  Standard  &  Poor's 
Standard  &  Poor's  looks  to  Digex. 
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Switching  Jobs  Can  Have  An 
Unfortunate  Effect  On  Your  Retirement  Savings. 

\  vVITHDRAWAi  ^ 


Don't  Lose  40%  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 


T  Rowe  Price  can  help.  Call 
for  our  free  kit  on  managing  the 
payout  from  your  former  employer's 
retirement  plan.  The  kit  clearly 
explains  the  pros  and  cons  of  all 
the  distribution  options,  so  you 


can  decide  what's  best  for 
you.  Because  we'd  hate  to 
see  your  retirement  plan  go 
all  to  pieces. 

1-800-541-5861 


Invest  With  Confidence 

T.RoweFHce 
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For  more  information,  including  fees  and  expenses,  request  a  prospectus.  Read  it  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  iraro53997 


Fact:   It  costs  over  $  16,000  a  year  to  keep  a  man 
in  jail.  It  costs  a  fraction  of  that  to  keep  a  kid  out. 

In  neighborhoods  where  kids  often  have  no  choices,  the  Club  gives  them  a 
choice.  It  provides  an  alternative  to  the  temptations  and  peer  pressure  of  the 
streets.  Turning  boys  and  girls  into  thriving,  responsible  adults  takes  a 
dedicated  staff,  a  lot  ot  hard  work,  and  a  lot  of  money. 


BOYS  &  GIRLS  CLUB 

SI  I'PORT  THE  CLUB  THAT  BEATS  THE  STREETS 


ENTREPRENEURS 


other  private  lab  that  relies  on  them  for 
screening  is  at  Baylor  University  in  Dal- 
las. Massachusetts,  Wisconsin  and  North 
Carolina  have  all  bought  machines  and 
started  pilot  tests. 

Meanwhile,  Naylor  has  found  a 
powerful  advocate:  parents'  groups. 
"The  Internet  is  helping  them  get  orga- 
nized," he  says.  "They've  been  bom- 
barding Oprah  and  the  daily  talk  shows 
and  have  sent  8,000  letters  to  U.S. 
health  departments."  The  conservative 
American  Legislative  Exchange  Council 
is  also  pushing  nationwide  to  open 
newborn  screening  to  competition: 
"I've  seen  more  change  in  the  past  2 
years  than  in  my  18  years  in  this  field," 
says  John  Sorrentino,  who  heads  busi- 
ness development  for  Neo  Gen. 

Naylor  is  also  looking  abroad  foi 
business.  A  private  lab  in  Mexico  has 
been  sending  him  10,000  samples  z 
year.  Naylor  has  just  signed  an  agree- 
ment to  screen  for  the  largest  clinica 
lab  in  Greece.  One  day,  perhaps,  ever 
the  states  may  catch  on. 


SCREEN  MACHINE 

TANDEM  MASS  SPECTROMETERS  ELEC 
tronically  weigh  molecules  in  solutior 
(like  blood)  — much  the  way  coil 
sorters  diwy  up  pocket  change  by  weigh 
and  size.  They're  useful  in  detecting  inher 
ited  metabolic  disorders  in  which  specifi 
enzymes  fail  to  break  down  amino  acids  0 
fatty  acids  that  collect  in  the  blood  and  tis 
sues  and  become  poisonous. 

Neo  Gen  uses  two  mass  analyzers  i 
tandem.  Into  the  first  goes  the  blood  sam 
pie,  where  an  electrical  charge  passe 
through  it  and  allows  the  analyzer  to  weig 
each  molecule.  The  molecules  then  pas 
into  a  collision  chamber,  where  they'r; 
bombarded  with  nitrogen  gas  and  brea 
into  fragments  that  pass  into  the  seconj 
analyzer,  which  is  set  to  measure  the  masj 
of  particular  fragments.  There  the  fraf 
ments  strike  a  detector,  and  the  informs 
tion  is  passed  to  a  computer,  which  detei 
mines  whether  the  fragments  come  from 
specific  amino  acid  or  fatty  acid.  The  n 
suits  are  displayed  in  a  graph  known  as 
mass  spectrum.  —  C.t 
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Mark  Kirk 
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Mark  Kirk's  neighbors  in  Tampa  must  have  won- 
dered if  the  Florida  sun  had  gotten  to  him.  After 
living  in  paradise,  he  decided  to  take  a  new  job  and 
move  his  wife  and  three  children  to  Cleveland.  "They 
couldn't  believe  it  —  Cleveland!"  says  Kirk,  now 
senior  vice  president  and  chief  financial  officer  of 
Scott  Technologies,  Inc.  "Little  did  we  know  how 
good  this  move  would  be  for  us." 

While  midsized  cities  such  as  Austin,  Texas,  and 
Charlotte,  NC,  draw  all  the  attention  as  livable  places, 
Cleveland  remains  a  hidden  gem  on  the  shores  of  the 
reinvigorated  Lake  Erie  in  northeastern  Ohio.  Cleve- 
land is  home  to  a  disproportionate  number  of  cultural 


addition,  the  company  sells  air  tanks  and  m« 
that  firefighters  use,  and  recently  developed  a  h 
held  thermal  imaging  camera,  the  Eagle  Imag 
"With  our  specialized  camera,  firefighters  can 
through  dark  smoke  to  find  a  body  or  follow  the 
prints  of  a  scared  child  into  a  closet,"  says  Kirl 
It  was  not  so  long  ago  that  Scott  needed  a 
rescuing  of  its  own.  After  some  turbulent  times 
company  leaders  decided  to  refocus  the  busir 
and  build  a  stronger  global  presence.  To  help 
this,  Scott  recruited  Kirk,  an  executive  experiei 
in  corporate  restructuring.  "I  have  been  very  invc 
over  the  last  18  months  in  strengthening  the  i 


and  entertainment  attractions  —  from  the  Rock  and      pany  as  well  as  formulating  Scott's  competitive : 

VOIC  ES  Oj 
CLEVELAND 


Roll  Hall  of  Fame  to  the  world-renowned  Cleveland 
Orchestra  and  The  Cleveland  Museum  of  Art.  Yet 
Cleveland  also  excels  at  doing  business:  More  than 
100  companies  with  revenues  exceeding  $100  mil- 
lion have  their  corporate  offices  in  the  area. 

Scott  to  the  Rescue 

Among  those  with  headquarters  in  Cleveland  is 
Scott  Technologies,  a  company  at  the  front  lines  of 
protecting  the  lives  of  practically  everyone.  For  more 
than  60  years  it  has  manufactured  high-performance 
respiratory  systems  and  other  life-saving  products 
used  by  airlines,  firefighters  and  industrial  workers. 
The  yellow  emergency  oxygen  masks  on  aircraft,  for 
instance,  are  a  Scott  Technologies  product.  In 


egy,"  says  Kirk.  "This  has  included  develop 
vision  for  our  future  growth  and  implementing  i 
disciplined  acquisition  strategy." 

With  this  in  mind,  Scott  has  carefully  targ 
companies  that  complement  its  line  of  healtf 
safety  equipment.  Since  1999,  it  acquired  a  dc 
tic  producer  of  gas-detection  instruments 
another  U.S.  company  that  services  oxygen-re 
systems  for  the  aviation  industry. 

Internationally,  Scott  recently  announced  a  di 
acquire  Finland-based  Kemira  Safety,  a  leadingl 
pean  manufacturer  of  air  purifying  equipment  fi 
industrial  market.  Its  other  overseas  venture  in  S| 
hai  is  primed  to  become  an  export  platform  tci  I 
Pacific.  Scott  hopes  to  expand  its  global  activiti  ! 
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il  that  is  being  realized  by  many  other  business- 
i  the  area.  International  trade  is  one  of  the 
st-growing  segments  of  northeast  Ohio's  econ- 
To  manage  this  global  trade  surge,  plans  are 
r  way  to  build  a  Cleveland  World  Trade  Center. 
Dtt's  acquisitions  relate  directly  to  its  overall  mis- 


historic  charm  with  modern  life,  including  good 
public  and  private  schools.  "What's  amazing  isn't 
that  we  found  just  one  neighborhood  that  we  fell  in 
love  with."  says  Kirk.  "We  found  seven  or  eight  Talk 
about  a  difficult  choice!" 

Living  just  30  minutes  from  downtown,  the  Kirks 


and  Wall  Street  has  lauded  the  moves.  The  com-      travel  there  frequently.  His  two  daughters  love  the  arts, 


s  earnings  more  than  doubled  over  the  course 
99,  and  its  market  capitalization  increased  80%. 
lave  had  difficult  times,  but  we've  been  able  to 
ipe  the  company  —  and  our  record-setting  per- 
ince  is  evidence  of  our  progress,"  says  Kirk. 
;  revitalization  of  Scott  Technologies  mirrors  that 
Cleveland    itself. 


led  by  crises  — 
ling  a  1979  finan- 
lefault  —  this  city 
arty  2  million  in  the 
jpolitan  area  has 
>ented  itself  as 
ving  environment 
lusinesses  and 
ents.  The  efforts 
fi  in  1982  with  an 
ice  of  business 


"Cleveland's  the  type  of  place 
where  the  business  leaders  are 
also  your  neighbors.  We  have  a 


and  regularly  see  shows  and  dance  performances  at 
the  restored  theaters  in  Playhouse  Square.  "And  my 
12-year-old  son  has  become  a  die-hard  Cleveland  Indi- 
ans fan,  so  we  go  to  a  lot  of  games."  he  says 

Kirk  also  appreciates  the  social  connections  he  has 
made  in  an  area  heavy  with  corporate  talent.  "I've 

been  very  encouraged 


and  pleased  by  the 
high  caliber  of  busi- 
ness executives  in  the 
community    that    are 

chance  to  get  to  know  one  another     giving  their  talent  and 
and  share  ideas  in  a  way  that     time  t0  make  this  a 
wouldn't  be  possible  if  everyone 
commuted  great  distances  —  the 
way  it  is  in  so  many  other  cities." 


better  place  to  live." 

As  a  family,  the  Kirks 
have  grown  to  love  the 
recreational  diversity 
that  those  unfamiliar 


pvernment  leaders  called  the  public-private  part- 
lip,  which  sparked  the  most  dramatic  city  turn- 
id  in  U.S.  history.  By  1998,  more  than  $3.5  bil- 
lad  been  invested  in  downtown  development. 
»ne  who  has  been  involved  professionally  in 
forming  businesses,  I  can  appreciate  the  efforts 
ision  to  make  this  happen,"  says  Kirk.  "It's  excit- 
•  see  the  tremendous  renaissance  that  Cleve- 
las  gone  through." 

lg  Cleveland  Home 

spirit  became  evident  to  Kirk  and  his  wife, 
i,  on  their  first  visit  to  Cleveland  —  and  they 
ed  to  make  the  move.  They  found  a  home  in 
mall  town  of  Hudson,  an  area  that  balances 


with  the  Midwest  might  not  expect  to  find.  "We  can 
take  a  15-minute  drive  and  be  at  a  ski  resort  in  the 
wintertime,  or  go  for  a  hike  through  a  national  recre- 
ation area  in  the  summer,"  says  Kirk.  For  himself,  he 
favors  the  golf  courses  —  especially  the  storied  Fire- 
stone Country  Club  and  The  Country  Club,  two  of  the 
nation's  oldest.  For  her  part.  Robin  appreciates  the 
ever-changing  weather,  the  full  four  seasons  that 
include  the  beautiful  falls  and  the  white  Christmases," 
says  Kirk.  "We  could  never  get  that  in  the  South. 

In  the  last  10  years,  the  Kirk  family  has  lived  in 
four  separate  cities,  but  Cleveland  is  the  one  they 
call  home.  "We  feel  fortunate  to  have  landed  here," 
he  says.  "Like  Scott  Technologies.  Cleveland's  come 
a  long  way.  We're  here  to  stay.  ■ 
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SCOTT   TECHNOLOGIES       CLEVELAND 

I        TODAY 

re  information  on  Scott  Technologies,  call  Robert  G. 

at  216/896-1416.  For  more  information  about 

md,  visit  www.clevelandtoday.org. 
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Patently  Absurd 

Technology  and  gamesmanship  have  overwhelmed  the  U.S.  Patent  Office.  How  to  fix  it? 


BY  PHILIP  E.  ROSS 

A  CENTURY  AGO  THE  U.S. 
Patent  &  Trademark  Office 
grew  so  wary  of  claims  for 
mythical  perpetual-motion 
machines  that  it  refused  to 
review  any  patent  application  without  a 
working  model.  Thus  did  the  office  es- 
tablish the  principle  of  ignoring  claims 
that  defied  the  First  Law  of  Thermody- 
namics, or  any  other  physical  law. 

Would  that  it  were  so  nowadays. 
The  overworked,  underpaid  and  often 
inexpert  clerks  at  the  patent  office  let  a 
lot  of  crazy  ideas — and  some  painfully 
obvious  ones — get  past  them.  Patent 
No.  6,025,810,  issued  in  February,  is  for 
an  antenna  that  sends  signals  faster 
than  the  speed  of  light — impossible,  if 
you  believe  decades  of  science  based  on 
Einstein's  theory  of  relativity. 

Patent  5,533,051,  issued  in  1996, 
covers  a  technique  that  purports  to 
compress  any  data  set  by  at  least  one  bit 
without  loss  of  information — a  process 
that,  if  done  recursively,  could  shrink 
the  Encyclopedia  Britannka  to  a  single 
word  from  which  the  original  could  be 
tlawlcssK  reconstructed.  The  very  idea 
is  preposterous.  Yet  the  patent  office  ag- 
onized for  three  years  over  the  applica- 
tion— only  to  approve  it  in  the  end. 

"I  don't  really  mind  patents  on  im- 
possible things,  which  I  just  laugh 
about,"  says  Jean-loup  Gailly,  a  French 
computer  scientist  who  has  written  sev- 
xal  well-known  compression  pro- 
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grams.  "The  real  problem  comes  when 
patents  are  granted  for  processes  that 
were  already  known  at  the  time." 

The  U.S.  Patent  Office  is  withering 
under  some  of  the  fiercest  criticism  it 
has  endured  in  200  years  of  existence.  It 
has  simply  been  overwhelmed  by  the 
rapid  pace  of  change  on  the  Internet 
and  an  explosion  of  patent  applications 
by  companies  seeking  to  string  barbed 
wire  around  innovation.  One  patent  for 
a  Compton's  CD-ROM  covered  any 
method  for  retrieving  data  from  a  disk; 
another  company's  patent  protected 
the  very  notion  of  letting  buyers  use  the 
Internet  to  bid  on  things  like  airline 
tickets.  Gailly  is  right:  When  patents  are 
issued  for  sweeping  claims  or  obvious 
applications,  they  don't  foster  innova- 
tion, they  crush  it. 

Given  that  patent  examiners  start 
with  salaries  as  low  as  $28,000,  we  can 
scarcely  expect  a  lot  of  Einsteins  to 
apply  for  the  job.  Their  workload  has 
swelled  in  recent  years,  turnover  is  high 
and  greenhorns  end  up  deciding  issues 
that  would  stump  seasoned  experts. 

The  weaknesses  are  especially  evi- 
dent in  the  arena  of  patents  for  business 
models.  Software  business-process 
patents  go  back  to  1982,  when  Merrill 
Lynch  won  one  for  the  cash  manage- 
ment account.  The  field  got  an  even 
bigger  boost  two  years  ago  when  Signa- 
ture Financial  Group  overturned  a  t 
judge's  order  invalidating  its  patent  on  % 
a  way  to  pool  mutual  fund  assets  for  i 


:tter  efficiency  and  tax  treatment. 

The  Web  has  taken  these  process 
itents  to  their  natural  extreme.  The 
ost  notorious  example:  the  "one- 
ick"  patent,  No.  5,960,41 1,  awarded  to 
mazon.com  in  September.  Simple  and 
>vious,  it  lets  registered  customers  buy 
imething,  charge  it  and  have  it 
ipped  to  them,  all  in  a  single  mouse 
ick.  Amazon  sued  Barnes  &  Noble  for 
fringing  and  won  an  injunction  in 
rly  December.  The  rival  had  to  add  a 
cond  "verification"  click  to  keep  sell- 
g  during  the  Christmas  season. 

Amazon  won  yet  another  method 
itent  in  February  for  an  equally  obvi- 
is  item:  Patent  No.  6,029,141  protects 


a  system  that  lets  Web  sites  collect  a  cut 
of  sales  when  they  refer  a  customer  to 
another  site.  What's  next — a  toll  for  the 
first  guy  to  design  a  way  to  click  on  an 
ad  to  order  a  freebie? 

Less  infamous  awards  have  been  no 
less  dubious.  One  patent  recently  was 
granted  for  a  "Y2K"  fix  that  was  old  hat 
to  all  but  the  examiner  who  approved 
it;  it  has  since  been  recalled  for  a  second 
look.  Other  times,  bogus  patents  live  on 
in  limbo,  unchallenged  and  unasserted, 
impressing  no  one  except,  perhaps,  in- 
vestors who  hope  for  a  fat  portfolio  of 
intellectual  property. 

The  patent  office's  gaffes  owe  in 
part  to  cruel  mathematics.  In  just  eight 


years  the  number  of  patent  applications 
is  up  38%  to  290,000  a  year.  That  owes 
to  companies  swamping  the  office  with 
applications  for  multiple  narrow 
patents  to  gain  a  competitive  edge. 

The  patent  bureaucracy's  budget 
hasn't  kept  pace  with  the  exploding 
workload.  From  fiscal  1998  to  1999, 
patent  applications  rose  11%,  but  the 
office  endured  a  16%  decline  in  how 
much  fee  revenue  it  was  allowed  to 
spend  on  operations.  The  funding  fell 
to  $673  million,  and  the  U.S.  govern- 
ment simply  siphoned  off  the  other 
$214  million  collected  in  patent  fees. 

No  wonder  the  office  pointedly  says 
it  lacks  the  funds  to  increase  examiner 
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ranks.  "We  would  have  liked  to  hire  an- 
other 750  examiners  this  year  and  next, 
but  budget  constraints  will  probably 
preclude  that,"  says  Brigid  Quinn,  the 
patent  office's  spokeswoman.  A  bill  in- 
troduced in  Congress  last  year  would 
empower  the  patent  office  to  retain  all 
fees  for  running  the  system,  but  its 
chances  are  uncertain. 

Last  year  3,200  examiners  awarded 
161,000  patents,  or  50  apiece.  Even  in 
software,  where  the  issues  can  be  far 
more  complex,  some  375  examiners 
pored  over  29,000  applications  and 
anointed  13,900  new  patents.  One  soft- 
ware reviewer  approved  200  last  year. 
That  is  four  new  awards  each  week,  a 
frequency  that  defies  doing  exhaustive 
research  of  "prior  art"  to  weigh  a 
claim's  uniqueness. 

Q.  Todd  Dickinson,  who  heads  the 
patent  office,  acknowledged  the  prob- 
lems recently  when  he  announced  that 
Web-oriented  patents  would  have  to 
clear  both  a  regular  examiner  and  a 
new  layer  of  scrutiny  by  a  more  senior 
official.  After  that,  the  spot  checks  for 
quality  control  would  be  stepped  up. 
But  even  those  fixes  fall  short. 

In  software,  patent  examiners  often 
have  far  less  experience  than  in  other 


areas.  "In  mechanical  arts,  a  lot  of  ex- 
aminers have  been  around  for  decades 
and  know  the  technology  like  the  backs 
of  their  hands.  Chemistry  has  great 
databases  for  prior  art,"  says  Gregory 
Aharonian,  a  patent  expert  who  helps 
clients  invalidate  bogus  claims. 

Worse,  the  booming  software  busi- 
ness has  sucked  up  all  the  program- 
ming talent.  "If  you  know  squat  about 

WHAT'S  NEXT-A  TOLL 
A  WAY  TO  CLICK  ON  AN 

TQ  ORDER  A  FREEBIE? 
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computers,  you  can  make  a  lot  more 
than  the  patent  office  pays,"  he  says.  A 
high-tech  veteran  in  the  patent  office 
can  earn  as  much  as  $1 10,000 — start- 
ing pay  for  some  rookie  programmers. 
The  patent  bureaucracy's  working 
conditions  aren't  quite  up  to  snuff. 
Computer  systems  have  been  mad- 
deningly slow,  so  much  so  that  exam- 
iners last  year  had  to  work  in  shifts  to 
lessen  the  burden  on  their  database 
search  machines.  The  European  Patent 
Office,  by  contrast,  gives  its  employ- 


ees privileged  tax  status  and  a  high 
wage  scale.  It  is  derived  from  Switze 
land's  patent  office — the  most  gene 
ous  on  the  Continent — where  Einste 
got  his  start;  he  surely  would  nev 
have  approved  that  faster-than-lig 
antenna. 

Finding  remedies  may  be  as  beful 
dling  as  the  patent  examiner's  job  itsej 
The  best  reform  may  be  to  introduce  tl 
adversarial  setup  of  the  cou| 
system — which  already  deciq 
patent  disputes  at  an  exorbita 
cost — at  the  front  end  of  t! 
process,  before  approval.  Th 
way  rivals  could  pay  for  a  the 
,__    ough  prior-art  search  and  bio 
nettlesome  patents. 
Another  reform  is  offered  by  no 
other  than  Jeffrey  Bezos,  the  Amaze' 
founder  and  master  of  the  all-embra 
ing  software  claim.  He  suggests  limiti 
software  patents  to  three  to  five  yea 
enough  time  to  grant  a  head  start  wit 
out  stifling  competition. 

That  was  the  driving  idea  behii 
the  patent  system  in  the  first  place.  Ji 
one  snag:  The  patent  office  rejects  t 
Bezos  plan.  It  would  violate  intern 
tional  agreements  that  say  all  pater 
must  run  20  years. 


IS  THERE  PRIOR  ART  ON  SANTA  SENSORS? 

These  dubious  diagrams  are  for  real  patents.  View  more  on  the  Web  at  patent.womplex.ibm.com/gallen 


BEE  BODYSHIELD,  not  unlike 
a  see-through  sleeping  bag, 
saves  your  hide  from  an  on- 
slaught of  killer  bees. 


£/ 


SANTA  SENSOR  is  little  more 
than  a  stocking  equipped  with 
a  lightbulb.  You  tell  the  kids  it 
monitors  whether  Saint  Nick 
has  visited  the  house,  then  flick 
it  on  after  they  go  to  bed.  Bright 
idea— but  worthy  of  a  patent? 


OXYGEN  ORB  places  plants 
cheek  by  jowl  with  anyone 
who  wants  to  breathe  fresh 
air  produced  in  his  very  own 
personal  greenhouse.  Don't 
leave  home  without  it. 


T00TSIE  DE-TOASTER  air 
conditions  your  toes  wit 
each  step  by  applying  th 
force  of  impact  to  a  system  c 
heat  exchangers.  Now,  ho\ 
do  we  couple  this  with  th 
Oxygen  Orb? 


^2      FORBES-   May  29,  2000 


ree  Information 


From  Forbes  Advertisers 


Automotive 


Acura.  1-800-TO-ACURA.  www.acura.com 
Infiniti.  www.infiniti-usa.com 


lusiness  to  Business 


American  Dental  Association.  www.ada.org/DR 
CNF  Transportation  Inc.  www.cnf.com 
eziaz,  inc.  www.eziaz.com 
Inktomi  Corporation,  www.inktomi.com 


omputer/Technology 


Aether  Systems,  www.aethersystems.com 

Click2Asia.com.  www.click2asia.com 

Digex.  www.digex.com 

IBM  ThinkPad,  www.ibm.com/thinkpad 

Iconixx.  www.iconixx.com 

Oracle  Corporation,  www.oracle.com 

.  Scott  Technologies,  Inc. 

.  Synchrony  Communications,  www.synchrony.net 


onsumer  Products  Services 


Chevrolet:  Impala.  www. Chevrolet. com\lmpala 

Delta  Air  Lines,  delta-air.com 

IWC.  (800)  432-9330.  www.iwc.ch 

OnStar.  www.onstar.com 

Singapore  Airlines,  www.singaporeair.com/americas 

Toyota  Motor  Sales  USA.  www.toyota.com 


inancial  Services 


American  Express  Small  Business  Services.  1-800-600-BLUE 

www.americanexpress.com/blue 

Fireman's  Fund  Insurance  Company,  www  the-fund.com 

Janus  Investment  Fund,  www.janus.com 

Schwab  Portfolio  Consultation.  800-790-3802. 

www.schwab.com/Portfolio  Answers 

T.  Rowe  Price  Brokerage.  1-800-541-5862.  053998BROK. 

www.troweprice.com/brokerage 

T.  Rowe  Price  Rollover  Your  IRA.  1-800-541-5861.  053887IRAR. 

www.troweprice.com 

T.  Rowe  Price  Science  &  Technology  Fund.  1-800-541-5856. 

053996STF.  www.troweprice.com 


lotels/Resorts 


Far  Eastern  Plaza  Hotel,  Taipei,  www  shangri-la.com 
The  Cloister,  Sea  Island,  GA.  1-800-SEA-ISLand. 
http://www.seaisland.com 


lusiness  Classified 


Calico.  1-800-225-4289.  wwwCalicoUSA.com 

Campbello  Mello.  1-800-827-8388.  www.gopublic.cmacs.com 

Cote  Literary  Group.  1-800-876-6202.  www.coteliterary.com 

Delaware  Business  Incorporated,  Inc.  1-800-423-2993 

www.e-incorporate.com 


29.  Delaware  Registry,  Ltd.  1-800-321 -CORP.  www.delreg.com 

30.  Elite  International  Group.  1-888-260-6470. 
www.eliteinternationalgroup.com 

31.  Glass  Mechanix.  1-800-826-8523.  www.glassmechanix.com 

32.  Global  Investment  Group.  1-888-366-8264.  www.optionetics.com 

33.  Loan  Consultants.  1-800-336-3933 

*  McGrow.  1  -800-358-801 1 

*  McKenzie  Finch.  1-800-774-9797 

34.  Minerva  Publishing  Co. 

*  Nationwide.  1  -800-995-0049.  Ex  7675 

35.  Nevada  Corporate.  1-877-2-NC-NOW 

36.  Prime  Marketing.  1-800-997-2550.  www.nevadacorp.onevegas.com 

37.  Publishers  Guild.  1-800-675-6144 

38.  Steven  Sears,  CPA.  www.searsatty.com 

*  T.E.A.M.  Concepts.  1-800-526-7598 


Area  Development 


39.  China(Xiamen)  Int'l  Investment  Promotion  Center. 
www.chinafair.org.cn. 

40.  Colliers  International  USA.  www.colliers.com 

41.  Iowa  Department  of  Economic  Development. 

www.smart.state.ia.us/forbes 


Voices  of  Cleveland 


Cleveland  Today 

42.  Biotechnology  Resources 

43.  Business  Relocation/Expansion 

44.  Higher  Education 

45.  Information  Technology  Resources 

46.  Job  Relocation 

47.  Quality-of-Life 

48.  Tourism/Convention  Information 
49.  Scott  Technologies 


West  Virginia 


50.  Fairmont  State  College. 

51.  Pratt  &  Whitney  Engine  Services,  Inc. 

52.  West  Virginia  Council  for  Community  and  Economic  Development. 

53.  Wheeling  Jesuit  University. 


Malaysia 


54.  Cyberjaya/Setia  Haruman  Sdn  Bhd. 

55.  Kulim  Hi-Tech  Park. 

56.  Malaysia  Industrial  Development  Authority  (MIDA). 

57.  Multimedia  Development  Corporation. 


Annual  Report  Portfolio 


58.  American  Biogenetics  Sciences,  Inc. 

59.  CVL  Resources  Ltd. 

60.  Lyondell. 

61.  Mobile  P.E.T.  Systems,  Inc. 

62.  Newport  Corporation. 

63.  Zoltek 

*  Website  Visit/Phone  Call  Only. 
Issue  Date:  May  29.  2000    •    Offer  Expires:  Auoust  29.  2000 


FREE  INFORMATION  ON 
DVERTISERS  LISTED: 

BY  MAIL 
out  the  attached  post-paid  card 

BY  FAX 

ax  attached  card  or  form  to: 

630-739-9^00 


Name_ 
Title 


Address. 
City 


Telephone. 


.Company. 


State 


-Zip. 


l££i:HOLOGY 


TELECOM 


Copper  Hopper 

DSL  has  high  promise  but  many 
problems.  Elastic  Networks  solves  a 
big  one  through  a  neat  software  trick. 

BY  BRUCE  UPBIN 

SIM  I  BEL!  I  AHs  FIRST  DEBU1  l  D 
digital  subscriber  line  technology 
a  decade  ago,  i>m  has  promised  a 

cheap  and  easy  way  to  get  high-speed 
access  into  homes  and  businesses.  It 
costs  less  than  ISDN  or  II  lines,  it  flows 
over  existing  copper  wire  .ind,  unlike 
cable,  its  bandwidth  doesn't  diminish 
.is  more  neighbors  hop  onboard. 

Hut  DS1  has  serious  technical 
glitches — and  fixing  them  could  be  a 
big  business.  A  significant  chunk  of 
phone  lines  in  the  I'.S.  are  so  degraded 
or  filled  with  electrical  interference  that 
DS1  signals  can't  get  through.  Only 
people  who  live  within  3  miles  of  a 
phone  switching  center  can  get  DSL — 
mkI  even  then  40%  can'l  be  served  be- 


cause of  the  problems. 
Guy  Gill  wants  to  fix 
all  that.  Chief  executive 
of  privately  held  Elastic 
Networks  in  Alpharetta, 
Ga.,  he  sells  a  new  DSL 
scheme  called  Ether- 
Loop,  which  sends  data 
farther  and  often  faster 
than  the  services  the  Bells  offer. 

One  problem  is  "spectrum  incom- 
patibility" among  myriad  broadband 
designs — Tl,  ISDN  and  nine  or  so  fla- 
vors of  I  >M  .  Their  signals  move  along 
copper  wire  in  overlapping  frequency 
and  modulation  schemes.  Their  rival 
electrons  collide  inside  the  "binder," 
the  underground  black  rubber  sheath- 
ings  that  carry  up  to  100  copper  pairs. 
The  result  is  heavy  interference. 
Callers  can  pick  up  a  neighbors  con- 
versation; data  speeds  slow  to  a  halt. 
The  static  can  get  so  bad  that  someone 
living  next  to,  say,  an  insurance  office 
with  a  Tl  may  never  get  DSL. 

"Spectrum  incompatibility  is  a  hur- 
ricane 250  miles  off  the  coast.  Nobody 
is  going  to  pay  attention  until  it  gets  25 


Guy  Gill  makes  dirty  lines  come  clean. 

miles  off  the  coast.  By  then  it  will  be  t< 
late,"  says  Gill,  a  23-year  veteran 
Nortel  Networks,  which  holds  a  h 
stake  in  Elastic  after  a  spinout  last  ye; 

Elastic  uses  software  to  solve  th 
problem.  Unlike  DSL,  an  "always  o 
service  that  sends  bits  continuous 
EtherLoop  zaps  data  in  bursts,  just  li 
Ethernet  office  networks.  In  betwe> 
bursts,  EtherLoop's  algorithms  "liste 
every  ten  seconds  for  other  digital  si 
nals  inside  the  same  binder.  Like  a  cor 
less  phone  looking  for  a  clear  chann 
it  can  hop  on  to  a  less  crowded  ft 
quency  to  send  the  next  burst. 

The  result  is  a  cleaner  connection 
speeds  of  200  to  500  kilobits  per  secor 
reaching  as  far  as  24,000  feet.  Gill  sa 
one  customer  in  North  Carolina  g< 
300  kilobits  per  second,  even  though  t 
signals  travel  30,000  feet,  almost  6  mil' 
In  a  smaller  loop  of,  say,  4,000  feet,  d< 
can  hum  along  at  up  to  6  megabits  p 
second,  nearing  cable  modem  speeds 

Gill's  road  map  has  plenty  of  obsl 
cles  ahead.  EtherLoop  isn't  compatil 
with  regular  DSL  phone  equipmei 
Urban  customers  would  all  need  Eth< 
Loop  modems  talking  to  an  EtherLoi 
access  device  at  some  central  locatic 
The  Bells,  having  spent  hundreds 
millions  on  DSL  gear  from  Alcatel  ai 
Cisco,  would  likely  balk  at  ever  switc 
ing  to  an  EtherLoop  design. 

So  Gill  has  set  his  sights  on  mc 
modest  but  accommodating  marke 
hotel  chains,  apartment  complexes  ai 
rural  carriers  that  haven't  yet  offer 
DSL.  His  shop  has  installed  30,000  lir 
thus  far.  But  competitors,  including  t 
publicly  held  Tut  Systems  and  Copp 
Mountain,  are  ahead  in  custom 
counts  and  have  more  cash  to  burn. 

Elastic  expects  $40  million  in  saJ 
this  year  and  has  big  backers  on  its  sic 
Nortel  owns  more  than  50%  of  the  oi 
fit,  and  its  chipmaking  partner,  Texas  I 
st  i  uments,  and  venture  firm  Pequot  Ca 
ital  injected  $13  million  last  year.  Anotr 
$2 1  million  round  closed  in  February.  / 
IPO  is  likely  this  year  if  the  markets  cal 
down.  That's  an  awfully  big  if. 


It's  like  finding  a  needle  i 
stack  full  of  needle 


When  all  of  your  data 
looks  the  same, 


make  the  data  you 
need  look  different. 


All  of  your  business  data  is  valuable,  but  all  of  your  business  data  looks  the 
same.  How  do  you  find  the  information  you  really  need?  Well,  if  you've  got 
Microsoft1  MapPoint"  business  mapping  software,  you  dive  right  in.  Using 
current  geographic  and  demographic  data,  you  can  literally  see  in  graphic 
form  what  wasn't  so  clear  before,  and  pull  out  that  nugget  you  might  have 
missed  that  will  make  your  business  decision  the  right  decision. 

And  MapPoint  is  more  than  just  a  simple  data-mapping  tool.  You  can 
locate  your  customers,  display  sales  data  or  identify  emerging  trends 
and  opportunities  in  your  business.  And  whether  your  data  comes  from 
a  pile  of  paper  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for 
you.  There's  never  been  a  tool  quite  like  it.  So  get  in  there  and  get  to  work. 
It's  amazing  how  different  one  needle  can  look  from  another.  Come  visit 
www.microsoft.com/mappoint  and  let's  get  started. 


Where  do  vou  want  to  go  today? 
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SEMICONDUCTORS 

Made  in 
Taiwan 

Chipmaking  is  consolidating 
into  the  hands  of  a  few  world 
giants,  including  two  you've 
probably  never  heard  of. 

BY  ANDREW  TANZER 

XILINX  CHIEF  EXECUTIVE  WILLEM 
Roelandts  had  a  problem  in  1996. 
Demand  was  surging  for  his  pro- 
grammable chips,  but  Xilinx  is  a  "fab- 
less"  semiconductor  design  house  that 
lacks  its  own  production  facility.  Roe- 
landts had  only  two  manufacturers  he 
could  choose  from:  Taiwan 
Semiconductor  Manufac- 
turing Corp.  and  United 
Microelectronics  Corp., 
crosstown  ri\.ils  in  Hsin- 
dlU,  Taiwan.  Xilinx's  chief 
competitor,  Altera,  was  a 
big  customer  of  Taiwan 
Semiconductor,  so  I'Mi 
got  the  order. 

Move  over,  Japan  .\nd 
Korea.  The  world's  most 
dramatic  display  ol  chip- 
making  muscle  is  in  Tai- 
wan. The  foundry  business 
is  expected  to  grow  25%  a 
year  over  the  next  decade, 
double  the  rate  ol  the  chip 
industry  overall.  That 
would  take  the  foundries' 

share  ol  chip  output  Irom 
less  than  I0%to40%. 

Taiwan  Semi  and 
United  Micro  are  numbers  one  and 
two.  Hsinchu  Science  Park  is  stuffed 
with  over  20  wafer  labs.  A  new  science 
park  is  going  up  in  Tainan,  Taiwan.  Ap- 
plied Materials  says  that  Taiwan  this 
year  became  the  largest  market  for  its 
semiconductor  gear.  "Liquid  nitrogen  is 
pumped  to  tabs  around  HsukIui  like 
ater  to  your  apartment,"  says  John 


Hsuan,  UMC's  chairman. 

Foundries,  like  computer  hardware 
contract  manufacturers  Solectron  and 
Jabil  Circuit,  do  little  design  or  product 
marketing.  They  focus  on  process  tech- 
nology and  achieving  high  yields  and 
fast  cycle  times.  Any  rivalry  between  the 
top  two  players  is  a  bit  artificial:  Both 
are  printing  money. 

Earnings  for  both  companies 
should  rise  50%  a  year  for  the  next  five 
years,  forecasts  Credit  Suisse  First 
Boston.  This  year  Taiwan  Semi  should 
earn  $1.5  billion  on  sales  of  $5  billion. 
United  Micro  aims  to  hit  net  income  of 
$1  billion  on  sales  of  $3  billion.  Like 
most  of  Taiwan's  tech  sector,  neither 
firm  pays  much  in  taxes.  Taiwan  Semi, 
with  ADRs  listed  in  New  York,  has  a 
market  value  of  S50  billion.  United, 
worth  $31  billion  on  the  Taipei  ex- 
change, plans  to  issue  ADRs. 


products.  In  1995  it  shed  its  commod 
ity  business  to  become  a  pure  foundry 

Foundries  are  fueled  by  the  ide 
that,  except  for  Intel,  no  chipmaker  cat. 
do  everything  in-house.  Morri 
Chang's  first  customers  were  the  dozei 
or  so  fabless  design  houses  that  couhi 
not  afford  or  didn't  want  to  invest  iii 
expensive  plants.  Today  1,000  fables! 
outfits,  including  biggies  such  as  Broad, 
com  and  Qualcomm,  are  in  business! 
Orders  flood  in,  even  from  the  likes  d 
Motorola  and  NEC,  which  had  alway) 
produced  their  own  silicon. 

"They  have  started  to  realize  tha 
the  foundries'  efficiency  and  perfor 
mance  are  better  than  their  own  captiv 
supply,"  says  Hsuan.  He  figures  a  Tai 
wan  foundry  has  a  20%  to  25%  cost  ad| 
vantage  over  a  U.S.-based  plant. 

The  price  for  a  new  1 2-inch- wafe 
fab  is  now  a  daunting  $2.5  billion.  Onl 


Where  liquid  nitrogen  flows  like  water:  chip  production  at  a  wafer  fab  in  Hsinchu,  Taiwan. 


The  concept  of  the  dedicated 
foundry  was  pioneered  by  Morris 
(hang,  who  started  Taiwan  Semicon- 
ductor in  1986  with  money  from 
Philips  and  the  Taiwan  government. 
I  Mi  was  founded  in  1980  as  a  spinoff 
from  a  government  electronics  labora- 
tory, producing  low-end  chips  for 
wristwatches   and   other   consumer 


a  dozen  or  so  companies  can  affor 
one.  Taiwan's  two  titans,  which  b( 
tween  them  will  spend  $7  billion  th 
year  on  capital  equipment,  are  buildin 
two  each.  As  the  Asian  island's  produ 
tion  power  increases,  ever  more  chij 
inside  the  world's  computers  an 
phones  will  carry  a  common  tag:  Mac 
in  Taiwan. 


Af  hen  it  comes  to  e-business,  you've 
lot  two  choices  -  get  your  feet  wet 
oon  or  risk  being  left  high  and  dry. 
tut  where  should  you  dive  in?  And 
mom  do  you  want  by  your  side 


men  you're  neck  deep? 

The  partner  you  choo 
So  chart  your  course 
you  build  a  digital  n 
employees,  out  to 
What's  more 

With  Ca 

And  some  might  think  you  w 
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Lost  Cause 

Paul  Ervin  may  have  found  a  novel 
treatment  for  breast  cancer. 
If  we  never  find  out  for  sure, 
it  is  his  own  damn  fault. 


BY  CARLEEN  HAWN 

IN  1986AROOKD  IK  IINK  [ANWORK- 
ing  in  a  cancer  lab  in  Detroit  stum- 
bled upon  a  discovery  almost  breath 
taking  in  its  promise:  A  mysterious 
protein  found  in  healthy  breast  tissue 
seemed  to  halt  tumor  growth. 

B)  il>si)  the  lab  tech,  Paul  Ervin, 
had  teamed  up  with  research  oncolo 
gist  Max  Wicha  to  publish  a  paper  on 
the  protein, which  Wicha  named  mam- 
mastatin, in  the  prestigious  journal  Sci- 
ence. \  whole  new  arena  of  cancer  re- 
search beckoned.  Ervin,  who  had  been 
nable  to  get  into  medical  school  but 


fancied  himself  a  cancer  re- 
searcher, dreamed  of  a 
blockbuster  new  therapy — 
and  riches  for  himself. 

More  than  a  decade  later 
there  is  no  drug,  Ervin  isn't 
rich  and  a  promising  pursuit 
has  gone  almost  nowhere.  In 
February  the  Food  &  Drug 
Administration  halted  a 
small,  one-year-old  clinical 
trial  of  mammastatin  at  the 
M.D.  Anderson  Cancer  Center  in 
Houston.  The  FDA  cited  contamination 
of  the  protein  that  Ervin  produces  in  a 
poorly  equipped  lab  in  Ann  Arbor, 
Mich.  The  trial  may  never  resume. 

"This  is  the  worst  crisis  we've  faced 
in  five  years,"  says  Ervin,  41. 

The  profit  motive  and  free  enter- 
prise drive  a  wealth  of  innovation  in  the 
U.S.  drug  business,  but  the  story  of 
mammastatin  is  a  case  of  entrepre- 
neurialism  gone  awry.  Ervin's  odyssey 
shows  how  impossible  it  can  be  to  de- 
velop a  new  drug  without  the  backing 
of  a  pharmaceutical  giant.  Most  ot  the 


problems  are  of  his  own  making,  a  k 
suit  of  his  zeal,  a  refusal  to  abide  by  ac 
cepted  medical  practice  and  an  insis 
tence  on  secrecy. 

The  setbacks  are  all  the  more  vexin 
given  mammastatin's  potential.  Ervi 
has  stubbornly  refused  to  publish  an 
results  of  his  work  with  the  protein  ov( 
the  past  decade,  fearing  competitioi 
That  is  one  reason  why  virtually  no  or 
else  in  cancer  research  is  looking  « 
mammastatin.  Yet  even  some  outsid 
researchers  see  an  area  worthy  of  stud 

Paul  Ervin  had  hoped  for  as  mud 
Shortly  after  he  discovered  the  bread 
tissue  protein  at  the  Michigan  Canci 
Foundation  in  Detroit,  he  moved  to  th 
University  of  Michigan's  Compreher 
sive  Cancer  Center  to  work  with  its  d 
rector,  Dr.  Wicha.  Their  paper  in  Scieru 
got  Wicha  a  spot  on  ABC's  Good  Mori 
ing  America  and  landed  Ervin  J 
$120,000-per-year  research  grant  froi 
the  American  Cancer  Society. 

Things  looked  up  for  a  while.  Ervj 
went  on  to  get  a  Ph.D.  in  molecular  b 
ology.    The    university    applied    fc 
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patents  on  the  protein  and  on  a  blood 
test  that  Ervin  developed  to  measure 
mammastatin  levels  in  healthy  women 
(that's  still  pending).  Parke-Davis,  part 
of  Warner-Lambert,  began  talks  to  li- 
cense mammastatin  for  development. 

But  that  deal  fell  through.  In  1995 
Ervin's  grant  money  dried  up.  And  so 
that  March  Ervin  abandoned  the  tradi- 
tional research  path  and  recast  himself 
as  an  entrepreneur.  Using  credit  card 
debt  and  a  $100,000  second  mortgage 
on  his  home,  Ervin  founded  his  own 
company,  Biotherapies.  In  a  leased 
warehouse  by  the  local  airport  he  built 
workstations  out  of  prefab  kitchen  cab- 
inets and  sterilized  his  gear  with  a  $35 
pressure  cooker.  Ervin  coaxed  local 
plastic  surgeons  into  giving  him  dis- 
carded breast  tissue  samples,  from 
which  he  harvested  the  protein. 

By  1996  he  was  broke  again.  In  a 
last-ditch  rescue  effort,  Ervin  set  up  a 
Web  site.  Within  days  dozens  of  women 
with  late-stage  breast  cancer  had  con- 
tacted him,  wanting  to  try  mammas- 


tatin. Ervin  brazenly  agreed  to  let  29,  all 
signing  a  waiver  of  liability,  volunteer 
for  a  highly  unusual  protocol.  Though 
he  had  never  had  medical  training,  he 
taught  the  women  how  to  inject  them- 
selves with  the  protein. 

"It  was  risky,  but  they  were  desper- 
ate," he  admits.  Ervin  claims  that  more 
than  half  of  the  women  reported  bene- 
ficial effects,  including  decreased  pain 
and  shrunken  tumors.  He  says  many  of 
them  were  so  jubilant  they  made  small 
personal  donations  to  his  effort. 

But  the  promising  claims  are  difficult 
to  prove.  Most  of  the  women's  doctors 
were  unaware  they  were  taking  mam- 
mastatin; there  was  no  one  to  gauge  ac- 
tual physical  signs  of  efficacy,  so  any  ev- 
idence is  anecdotal.  Moreover,  only  5  of 
the  29  women  are  still  alive.  And  Ervin 
kept  his  results  secret  rather  than  present 
them  for  scrutiny  by  cancer  experts,  wary 
that  rivals  might  sequence  the  protein. 

"His  explanation  for  not  publishing 
just  isn't  reasonable,"  says  Debu  Tripa- 
thy,  director  of  clinical  trials  for  breast 


cancer  at  the  University  of  California 
San  Francisco.  He  looked  at  running 
mammastatin  trial  for  Ervin  but  h< 
concerns.  "I  wouldn't  want  to  be  tl 
first  to  do  it,  not  without  being  able 
review  the  veracity  of  the  science." 

In  other  words,  none  of  Ervin's  e 
forts  came  even  close  to  FDA  trial  staj 
dards.  And  Ervin  again  ran  out  < 
money.  In  the  fall  of  1997  he  met  Gn 
McCartney,  a  biotech  investor  in  Vai 
couver,  B.C.  McCartney's  publicly  he 
incubator,  BioLabs,  was  looking  for 
cause.  "I  saw  this  and  thought  it  mu 
be  the  Holy  Grail,"  McCartney  gushe 

BioLabs  quickly  invested  $220,0( 
in  the  private  shop,  enough  to  covi! 
Ervin's  debts  and  move  Biotherapies  l 
a  better  site — at  a  local  strip  mall  that 
shares  with  a  tanning  salon  and  piz; 
parlor.  It  has  since  sunk  almost  $7  mi 
lion  into  Ervin's  company  and  owns  l 
13%  stake,  its  largest  investor. 

McCartney  also  raised  the  $700,0( 
needed  to  fund  a  bona  fide  clinical  tri 
at  M.D.  Anderson.  Since  last  June  1 
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Hfi  Coulda  Been  a  Contender 


While  Ervin  struggled,  other  cancer  drugs  made  it  to  market  the  old-fashioned  way. 
Drug  Sponsor  Origin  Discovered         Released        Effect 


TAXOL 

Bristol-Myers 
Squibb 

Modified  organic 
molecule 

1967 

1993 

Stops  cell  division 

NOLVADEX 

AstraZeneca 

Synthetic 
hormone 

1973 

1978 

Neutralizes  estrogen, 
a  cell  growth  factor. 

EV1STA 

Eli  Lilly 

Synthetic 
hormone 

mid-1980s 

1998 

Osteoporosis  drug,  may 
also  reduce  cancer  risk. 

HERCEPTIN 

Genentech 

Genetically- 
engineered 

1986 

1998 

Represses  HER2  protein, 
and  kills  cancer  cells. 

MAMMASTATIN 

None 

Protein 

1986 

— 

May  arrest  the  growth 
of  breast  cancer  cells. 

te-stage  breast  cancer  patients  have 
jtten  intravenous  doses  of  mamma- 
atin  to  test  for  toxic  side  effects.  If  all 
ent  well,  a  second  trial  next  year  would 
st  for  actual  efficacy.  In  the  interim  all 
jt  three  of  the  women  have  died;  re- 
archers  say  that  isn't  necessarily  a  sign 
lat  mammastatin  doesn't  work. 

At  press  time  the  trial  was  on  hold. 
[.D.  Anderson  got  its  mammastatin 
om  Ervin's  lab,  where  he  produces 
ss  than  a  gram  of  the  stuff  each 


month — enough  to  treat  600  women 
for  four  weeks — by  collecting  it  from 
tissue  samples  and  replicating  it  in 
dozens  of  petri  dishes. 

In  February  several  samples  were 
found  to  have  been  contaminated  with 
a  fungus.  The  FDA  stopped  both  the  trial 
and  Ervin's  volunteer  therapy  indefi- 
nitely. The  contamination,  Ervin  re- 
vealed, was  the  result  of  a  faulty  30-year- 
old  autoclave  used  to  sterilize  equipment; 
Ervin  says  he  couldn't  afford  to  spend 


$50,000  on  a  new  one. 

Neither  Ervin  nor  McCart- 
ney's BioLabs  has  publicly  dis- 
closed the  FDA  shutdown.  "I  was 
embarrassed,  we  screwed  up," 
Ervin  says.  A  BioLabs  spokes- 
woman says  the  event  was  "not 
material."  In  two  weeks  the  FDA 
will  decide  whether  the  trial  can 
resume.  Ervin  has  ordered  a 
new  autoclave  and  imposed 
new  quality  controls  and  hopes 
for  a  thumbs-up. 

But  precious  time  is  being 
lost.  Other  biologic  treatments  already 
are  on  the  market.  Ervin's  startup  is  still 
struggling.  If  Biotherapies  can  hold  on, 
mammastatin  could  yet  make  Paul 
Ervin  rich,  but  his  chances  have  never 
looked  worse.  "Pfizer,  Amgen,  Genen- 
tech— they  all  started  somewhere.  You 
don't  have  to  sell  out,"  he  insists.  Per- 
haps, but  by  doing  things  his  way,  Ervin 
has  delayed  the  progress  of  his  precious 
protein.  And  he  has  set  back  a  promis- 
ing area  of  research  by  many  years.     F 
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The  Gift 
of  Data 

Impath  runs  lab  tests 
on  thousands  of  cancer 
patients.  Now  it's  building 
a  new  business: 
medical  information. 


€ipv 


BY  ZINA  MOUKHEIBER 


Impafh's  Anu  Saad 
has  what  every 
drugmaker  wants: 
the  who,  what  and 
where  of  cancer. 


As  RESEAJU  III  RS  ATGENEN- 
toi.li  prepared  to  introduce  a 
potent  new  drug  for  breast 
cancer  in  the  summer  of 
1998,  Ann  Saad  was  privy  to 
some  insightful  information  that  would 
sharpen  the  entire  marketing  effort.  So 
she  sold  it  to  them. 

Herceptin,  the  first  genetically  tar- 


geted cancer  drug,  went  on  to  become 
a  huge  hit.  Saad  was  in  an  ideal  position 
to  help.  She  is  the  43-year-old  chief  ex- 
ec utive  of  Impath  Inc.,  a  New  York  can- 
cer testing  lab.  Each  year  7,000  patholo- 
gists and  oncologists  send  biopsies  for 
testing  to  one  of  Impath's  three  labs. 
The  firm  had  already  screened  40,000 
patients  for  HER2,  the  malevolent  gene 


that  Herceptin  attacks. 

By  combing  its  database  Impatj 
was  able  to  tell  Genentech  which  stab 
were  originating  the  most  tests  anj 
where  their  use  was  growing.  That  It 
Genentech  pinpoint  where  its  pn 
launch  promotion  was  working — an 
where  it  wasn't;  oncologists  in  Okl; 
homa  were  behind  in  HER2  tests. 


Herceptin  is  expected  to  ring  up 
300  million  in  sales  this  year.  Now 
ienentech,  though  rocked  by  recent  re- 
orts  of  deaths  from  the  drug,  is  testing 
le  drug  for  other  types  of  cancers, 
sing  Impath  to  tell  it  how  many  physi- 
ians  are  requesting  HER2  tests  for  pan- 
reatic,  lung  and  colon  cancer.  "We're 
le  arbiter  of  information,"  Saad  says. 

Only  recendy  has  Saad  realized  that 
er  company  isn't  simply  in  the  business 
f  cancer  testing- — it  can  also  reap  new 
:venue  in  the  information  business, 
npath  is  the  biggest  purveyor  of  cancer 
:sts  in  the  U.S.  Last  year  it  analyzed 
48,000  cancer  cases,  12%  of  the  na- 
on's  total.  It  processed  28%  of  all 
reast  cancer  screens.  Impath's  database 
f  565,000  cancer  patient  profiles  has  at- 
acted  two  dozen  drug  companies,  in- 
uding  Novartis,  Human  Genome  Sci- 
nces  and  Millennium  Pharmaceuticals. 

Novartis,  in  final-phase  testing  for 
ometa,  a  drug  aimed  at  women  whose 
reast  cancer  has  metastasized  to  the 
ones,  uses  Impath  data  to  learn  which 
atients  with  other  kinds  of  cancer  get 
one  metastasis  and  to  look  at  genetic 
larkers  in  those  cases.  That  could  one 
ay  help  the  drug  giant  extend 
ometa's  use  beyond  breast  cancer.  Im- 
ath  provided  the  analysis  in  three 
'eeks.  Novartis  would  have  taken  a 
ear  or  more  to  do  the  work  itself. 

Impath  charges  from  $25,000  to  as 
luch  as  $750,000  for  such  work.  Its 
avenue  in  1999  for  such  services  was 
nly  $8  million — a  fraction  of  its  $85 
lillion  in  sales — but  growing  rapidly, 
6%  this  year.  UBS  Warburg  analyst 


Cancer's  Archivist 

Impath  digs  deep  to  find  some  startling 
nuggets  of  medical  information. 


Cancer  tests  done  by 
Impath  in  1999. 


. 


Done  by  New  York's 
Memorial  Sloan-Kettering  in  1999 


Chance  that  patients 
iagnosed  with  lymphoma  or 
leukemia  don't  really  have  it. 


Chance  that  metastatic  breast 
cancer  patients  who  are  hormone- 
receptor  negative  are  on 
unnecessary  hormonal  therapy. 


Chance  that  those  diagnosed 
ith  nonmetastasized  breast  cancer 
have  bone  marrow  tumors. 


urce:  Impath:  Memorial  Sloan-Ketti 


which  collects  clinical  information  on 
1.7  million  cancer  patients,  and  Bio- 
Clinical  Partners,  a  network  of  125  clin- 
ics, which  supplied  Impath  with  2,000 
fresh  tumor  samples  last  year. 

The  goal,  in  a  way,  is  to  vertically  in- 
tegrate the  cancer  information  busi- 
ness. So  far  Impath  has  melded  data 
from  the  two  acquisitions  and  its  own 
records  to  piece  together  detailed  pro- 
files on  100,000  patients — clinical 
records,  treatment  outcomes  and  the 
molecular  makeup  of  their  diseases.  It 
also  is  tying  patient  survival  data  to 


TO  SOOTHE  PRIVACY  FEARS,  IMPATH  REVEALS 
NO  NAMES  OR  SOCIAL  SECURITY  NUMBEB&_ 


icky  Goldwasser  predicts  Impath  will 
ost  a  50%  rise  in  net  income,  to  $12 
lillion,  on  $126  million  in  sales  this 
:ar.  Its  24%  operating  margin  (earn- 
gs  before  interest,  taxes  and  deprecia- 
on)  is  twice  that  of  lab  giant  Quest 
iagnostics. 

To  fuel  its  database  Impath  last  year 
:quired  Medical  Registry  Services, 


BioClinical's  tumor  samples. 

To  soothe  any  resulting  privacy 
fears,  Impath  detaches  patient  names 
and  Social  Security  numbers  from  pro- 
files before  sending  reports  to  drug 
companies.  Patients  sign  a  three-page 
consent  form  letting  their  tumor  sam- 
ples be  used  for  research  and  drug  de- 
velopment. "If  we're  not  responsible 


about  the  information,  then  we've  lost 
sight  of  our  initiative  to  help  cancer  pa- 
tients," says  Saad. 

Impath  was  founded  in  1988  by  two 
pathologists  from  New  York's  Memor- 
ial Sloan-Kettering  Cancer  Center,  just 
as  the  cancer  diagnosis  business  was 
undergoing  a  major  technological  shift. 
Traditionally  oncologists  had  analyzed 
a  tumor  based  on  its  morphology,  in- 
cluding size  and  how  fast  it  was  spread- 
ing to  other  organs.  Prognoses  were 
based  on  broad  statistical  chances  of 
survival,  and  treatments  were  pretty 
standard:  Advanced  breast  cancer 
patients  underwent  surgery  and 
chemotherapy. 

But  as  knowledge  of  molecular  bi- 
ology improved,  scientists  discovered 
that  many  cancers  differ  wildly  from 
one  another.  Lymphoma  comes  in  at 
least  15  types.  About  two-thirds  of 
breast  cancers  contain  estrogen  recep- 
tors, which  respond  better  to  the  drug 
Tamoxifen.  Testing  techniques  to  de- 
tect these  markers  and  track  tumor 
growth  became  more  precise.  These 
sophisticated  tests  were  done  largely  at 
big  hospitals  and  research  centers. 

So  Impath  sprang  up  to  serve 
nonacademic  hospitals.  Mark  Fesen,  an 
oncologist  in  Hutchinson,  Kans.,  sees 
200  cancer  patients  a  week  and  sends 
40%  of  his  tests  to  Impath.  He  recendy 
examined  a  35-year-old  woman  with 
metastatic  breast  cancer  and  wanted  to 
find  out  whether  she  carried  the  HER2 
gene.  He  FedExed  a  biopsy  to  Impath  in 
New  York,  and  a  week  later  the  diagno- 
sis came  back  positive.  Fesen  automati- 
cally prescribed  Herceptin,  increasing 
his  patient's  chance  of  survival. 

When  Saad,  an  Indian-born  molec- 
ular biologist,  left  her  post  as  a  cellular 
biology  teacher  at  Cornell  University  to 
join  Impath  in  1990,  the  school's  dean 
invoked  the  dismal  survival  rate  of 
biotech  firms  as  a  warning  that  she  was 
making  a  mistake  by  leaving  academia. 
"I  thought  all  the  smart  scientists  were  in 
academia,  but  the  value  of  scientific  de- 
velopment is  in  its  application  to  help  pa- 
tients," Saad  says.  Her  shares  are  currendy 
worth  $7.5  million.  Looks  like  a  lot  of 
smart  scientists  are  in  business,  too.     F 
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Digital  Spin  By  John  C.  Dvorak 


Mediocre  Phone  Calls— For  FREE! 


FREE  LONG-DISTANCE  CALLING.  THIS  HAS  BEEN  ONE 
of  the  promises  of  Internet  telephony.  The  idea  is  that 
you  use  your  computer  to  digitize  your  voice — break- 
ing it  up  into  tiny  data  packets,  compressing  it  and 
sending  it  over  the  Internet  to  some  other  computer 
which  does  the  same  process  in  reverse.  If  you're  lucky,  that  is. 
The  rationale  behind  giving  away  long  distance  is  that 
service  providers  can  achieve  enormous  cost  savings  by  by- 
passing the  old  switched-phone  network.  But  with  free  ser- 
vice, you  get  what  you  pay  for.  These  connections  often  re- 
semble old-fashioned  ship-to-shore  calls  where  the  only  way 
any  communication  can  take  place  is  if  you  say  "over"  when 
you  are  done  talking. 

Internet  telephony's  two  technological  bugaboos — 
dropped  packets  and  latency — aren't  going  away  any  time 
soon.  Packets  get  lost  in  the  process  of  hopping  from  com- 
puter to  computer  all  over  the  Internet  maybe  dozens  of 
times  before  arriving  at  their  destination.  Voices  cut  in  and 
out.  Latency  is  the  delay  inherent  in  the  process  of  making 
the  packets  and  sending  them  from  point  to  point.  In  an 
old-fashioned  switched-phone  system,  where  a  dedicated 
circuit  stays  open  for  the  two  parties  until  they  hang  up,  the 
worst-case  acceptable  latency  is  100  milliseconds  on  a  coast- 
to-coast  call.  Anything  greater  than  this  makes  a  two-way 
conversation  awkward  or  impossible.  With  the  current  tech- 
nologies used  to  make  calls  over  the  open  Internet,  latency 
rarely  gets  shorter  than  160  milliseconds.  The  100  millisec- 
onds standard  cannot  be  achieved,  period. 

To  make  matters  worse,  the  industry  has  hung  itself  on  a 
telecommunications  standard  called  H.323,  originally  de- 
signed for  cheap,  low-frame-rate  video  teleconferencing 
over  slow  modems.  It  incorporates  a  miserably  weak  10-to- 
1  compression  scheme,  which  adds  more  than  60  millisec- 
onds of  latency  overhead  while  doing  its  voice  compression- 
decompression  work.  But  everyone  uses  this  standard 
because  Microsoft  incorporated  it  into  its  NetMeeting 
videoconferencing  software.  Because  so  many  machines 
have  NetMeeting  installed,  H.323  has  become  the  de  facto 
Standard.  One  irony  of  H.323  is  that  it  won't  work  with  fire- 
walls, which  are  necessary  to  block  hackers  from  "always  on" 
high-speed  1  >M  or  cable  modem  connection.  Oops! 

"These  technologies  are  designed  specifically  to  accom- 
modate a  28.8  modem,  and  this  is  not  the  future,"  says  Brian 
Hinman,  an  ex-PictureTel  executive  and  now  chief  executive 
of  Two-Wire,  a  home-networking  company. 

None  of  this  has  stopped  what  will  soon  be  a  deluge  of 

various  startups  offering  tree  long-distance  service  from 

our  i'i '  to  any  standard  phone  using  the  Internet.  These  are 


led  by  MyFreeLD  and  Dial 
PAD.com.  All  you  need  fo 
their  service  is  a  sound  can 
with  a  microphone. 

Wayne  Dehart,  a  forme 
Qwest  executive  ani 
MyFreeLD's  chief  technolog 
officer,  believes  that  the  natur 
of  the  phone  business,  marke 
by  increasing  bandwidth  an> 
faster  chips,  will  eventuall 
make  all  phone  calls  free. 

Revenue,  these  compank 
say,  will  come  from  selling  ad 
on  the  screen  during  the  cal 
It  might  work,  but  the  trie 
here  is  that  these  systems  wi 
require  you  to  click  on  th 
screen  every  so  often  to  kee 
the  connection  alive. 

"People  typically  don' 
stare  at  the  computer  scree 
when  on  a  phone  call,"  say 
Hinman.  He  and  others  se 
services  such  as  call-waitin 
and  teleconferencing  as  th 
way  to  make  money,  not  advertising. 

Other  Web-based  free  long-distance  schemes,  such  i 
Speak4free.com,  V-Link  by  I-link.net  and  Nortel's  E) 
tremeVoice,  use  a  dedicated  voice-over-IP  network  to  off( 
free  calls  from  phone  to  phone  rather  than  computer  t 
phone.  In  these  schemes,  you  type  in  your  number  and  ths 
of  the  person  you're  calling.  Their  servers  call  both  partu 
and  keep  a  virtual  "circuit"  open  for  the  duration  of  the  cal 
If  they're  successful,  they  should  kill  off  the  open  Internd 
systems  since  they  have  none  of  the  latter's  latency  pron 
lems.  Demonstration  systems  are  being  tested  right  now. 

"You're  going  to  see  dozens  of  IPOs  promising  all  sorts  < 
free  phone  services  within  the  next  year  or  two.  It's  a  revolutioi 
and  it's  total  madness,"  says  Internet  telephony  guru  Jeff  Pulvd 
I  agree  that  so  many  free  Web  phone  companies  can 
possibly  share  the  market.  The  shakeout  will  be  fun  to  wati 
Nothing  is  going  to  come  of  the  open  Internet  telephony 
less  the  quality  vastly  improves.  And  that  is  not  going  to  h 
pen  with  the  current  mediocre  standards  stuck  in  place 


One  executive  says 
that  the  nature  of 
the  phone  business 
(faster  chips,  more 
bandwidth)  will 
eventually  make  all 
phone  calls  free. 
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John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin 
>i  daily  TV  show  on  ZDTV.  Visit  him  at 
www.forbes.com/dvorak. 
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XS  your  company  suffering 

from  a  split 

-personality? 


S 


Now  there's  a  way  to  present  the  same 
brand  identity  across  all  media,  from  Web 
to  traditional  channels. 

It's  MediaBridge.  The  only  software  solution 
that  enables  you  to  deliver  a  consistent 
look  and  message  in  all  your  advertising 
and  promotions,  including  in-store,  on-line, 
print  ads,  and  direct  mail.  One  company. 
One  voice.  No  split  personality. 

And  that's  just  the  start.  MediaBridge  is  a 
"closed  loop"  system  that  offers  marketing 
efficiencies  and  improved  ROI.  You'll  gain 
one-to-one  marketing  capabilities  that  will 
enable  you  to  target  future  customers  and 
retain  current  buyers  through  personalized 
promotions. 

Find  out  how  MediaBridge  can  refuel  your 
marketing  efforts.  Call  1-800-811-1605. 

Or  visit  www.mediabridge.net  today. 


mediabridge 

connecting  customers  and  brands  across  media 


e2000.  MediaBridge  Technologies,  Inc.  All  rights  reserved. 
MediaBridge  is  a  trademark  of  MediaBridge  Technologies,  Inc. 


TU^QLOGY 


Digital  Tools  By  Stephen  Manes 


Someday  Your  Prints  Will  Come 


PAPERLESS  PHOTOGRAPHY  IS  A  LOT  LIKE  THE  PAPERLESS 
office.  Both  seem  wonderful  on  paper — or  rather,  off. 
But  just  as  word  processors  have  led  to  untold  reams 
of  documents,  digital  imaging  technologies  are  creating 
endless  physical  snapshots  of  babies,  soccer  teams  and  unfa- 
vorite  uncles. 

Now,  thanks  to  Web  entrepreneurs,  there  are  more  ways 
to  print  digital  images  than  ever — even  when  they  are  born 
on  plain  old  film.  Dot-coms  now  stand  ready  to  develop  that 
film,  digitize  the  images  and  deliver  prints  that  look  just  like 
the  ones  you're  used  to  from  the  drugstore  or  photo  shop — 
because  that's  basically  what  they  are. 

The  services  also  offer  prints  from  images  uploaded  to 
the  Web  from  digital  cameras  or  scanned  photos  and  let  you 
share  those  images  online.  That  makes  it  almost  easy  to  cre- 
ate and  post  a  reunion  album  on  the  Web  and  let  the  alumni 
decide  just  which  embarrassing  prints  they  want  to  buy. 

But  it's  hard  to  beat  the  convenience  of  dropping  off  film 
on  the  way  into  the  mall  and  picking  up  pictures  on  the  way 
out.  Uploading  big  files — the  kind  that  print  out  best,  par- 
ticularly at  larger  sizes — can  take  awhile.  Over  a  "high- 
speed" cable  modem,  transferring  30  megabytes  of  images 
took  me  more  than  40  minutes;  a  dial-up  modem  would 
have  taken  at  least  two  hours.  Mailing  film  in  may  make  for 
an  even  longer  wait.  And  online  services  can  cost  more  than 
the  drugstore. 

But  sometimes  they  are  cheaper.  Snapfish  may  appeal  to 
patient  pikers.  For  a  handling  fee  of  $1.69  per  roll,  it  picks  up 
the  postage  both  ways  up  to  24  times  a  year,  develops  the 
film,  returns  the  negatives  with  a  set  of  4-by-6  prints  and 


posts  digital  versions  on  the 
Web.  It  offers  60  megabytes  of 
free  storage  you  can  use  with 
uploaded  images  as  well.  It 
even  lets  you  print  out  a  post- 
paid mailing  label  from  your 
computer  to  get  started  in 
a  hurry. 

The  catch?  Before  you  can 
see  a  roll  online,  you  must  an- 
swer three  multiple-choice 
questions  about  your  buying 
habits,  the  better  to  sell  you 
with.  Fail  to  view  a  roll  within 
30  days  and  you  get  charged 
$3.99.  At  59  cents,  4-by-6 
reprints  cost  slightly  more 
than  the  competition's.  De- 
lays can  be  long.  Once 
mailed  the  film,  e-mail  notifj 
cation  that  my  shots  wer< 
ready  for  Web  viewing  took  i 
week.  Five  days  after  that  m) 
prints  were  still  AWOL. 

Kodak's  PhotoNet  serj 
vice — a  slightly  different  ven 
sion  of  which  is  marketed  via  America  Online  a: 
"You've  Got  Pictures" — stomps  all  over  the  Web  concep 
known  as  "getting  stuff  cheap."  To  scan  your  picture: 
into  the  system,  you  pay  a  surcharge  of  $6  to  $7  over  stan 


Dot-coms  stand 
ready  to  develop 
film,  digitize  the 
images  and  deliver 
prints  just  like  the 
ones  you  get  faster 
from  the  drugstore. 
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OU'RE  INVESTING  TO  GET 

OGO  VESTS,  YOU'D  THINK 

YOU  WERE  PAYING  FOR 

THE  ARMS. 


..reci1 


If  you're  like  most  big  businesses,  you're  spending  millions 
to  get  logo  merchandise.  Here's  how  to  control  costs. 

Let  MadeToOrder.com  build  a  customized,  end-to-end 
procurement  system  for  you  using  our  Custom  Account 
Partner  program.  Developed  specifically  for  Global  1000 
companies,  our  program  maximizes  your  buying  power 
by  aggregating  volume  across  your  organization. 

Then,  you  can  exercise  your  newfound  power 
in  our  e-commerce  marketplace.  Take  control 
using  cost-effective  purchasing  options — such 
as  corporate  portals,  "just-in-time"  and 
stocked  websites,  and  procurement 
^       through  leading  e-commerce 
Exchanges. 

We  also  offer  you  the  tools  you 
need  to  track,  analyze  and  control 
spending,  including  real-time  access 
to  management  reporting. 

i  The  net  effect?  You  can  reinvest 

I     the  money  you  save  to  further 
m.      build  your  brand. 

See  what  else  is  up  our 
sleeve  at  MadeToOrder.com. 
'.      Or  call  1-877-PICK-MTO 
(1-877-742-5686). 


ter.com,  All  nghts  reserved.  The  MadefoOder.t 
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dard  processing  fees  when  you 
drop  off  your  film.  Then  the 
meter  starts  running.  Want  to 
keep  your  pictures  online  more 
than  a  month?  Pay  an  extra 
$1.50  a  roll  for  30  extra  days. 
Want  to  download  the  highest- 
resolution   versions    of  your 
scans?  A  dollar  per  shot,  please. 
Need  to  upload  more  shots? 
Delete  some  images  you  have 
online  or  fork  over  $2.50  for  five 
more  "spaces." 

Promised     print     delivery 
times  are  seven  to  ten  days,  but 
you  can  also  order  T  shirts,  a  jig- 
saw puzzle,  or  a  mouse  pad  bear- 
ing any  online  image  in  your  col- 
lection.     However,      Kodak's 
75-cent  tariff  for  4-by-6  prints 
and  $8.95  for  8-by-10s  is  strik- 
ingly higher  than  the  competi- 
tion even  before  the  state  taxes 
Kodak  imposes  but  others  don't. 
Fortunately,  the  company  plans  a 
June  rollout  for  a  much  cheaper 
new  service  called  Print@Kodak 
that  initially  will  work  only  with 
uploaded  images. 

Such  uploads  are  the  focus  of 
many  competitors  such  as  Zing, 
Shutterfly  and  Ofoto.  The  latter 
offers  free  film  developing  but 
not  free  printing;  so  far  these 
sites  are  primarily  meant  for        ^^^^^_______ 

sharing  and  printing  uploaded 

photos.  I  particularly  liked  Ofoto's  batch  uploader  (which 
the  site  makes  easy  to  miss),  its  slide-show  mode  and  the 
detailed  online  invoices  that  show  precisely  what  you 

ordered. 

At  about  50  cents 
for  4-by-6s  and  $3  for 
8-by- 1 0s,  prints  are  rea- 
sonably priced.  Color 
clearly  differed  in  side- 
by-side  comparisons. 
Prints  from  Ofoto  and 
Shutterfly  seemed  bet- 
ter than  Zing's,  some  of 
which  had  a  slight 
lavender  cast.  But  even 
those  were  acceptable, 
and  only  Zing  can  sell 
you  cookies  (18  for 
>^    "  $33.95)      with      your 


A  Darkroom  on  Your  Desk 


rOU  DON'T  HAVE  TO  SEND  OUT  YOUR  PICTURES  ANY  MORE  THAN  YOU  DO  YOU1 
laundry.  To  see  how  good  top-shelf  inkjet  printers  have  become,  I  tried  Hewlett 
Packard's  $500  PhotoSmart  PI  100  model  and  Epson's  $299  Stylus  Photo  870. 

The  Epson  is  clearly  faster:  At  its  best  setting,  it  delivered  an  8-by- 10  color  photo  ii 
about  four  minutes,  about  twice  as  fast  as  the  HP.  And  the  Epson  works  with  Macin 
toshes;  the  HP  doesn't.  But  neither  printer  can  deliver  a  marginless  image  on  a  standan 
8Vi-by-l  1  page. 

My  calculations — gleaned  from  actually  running  ink  cartridges  dry — show  th 
Epson's  photos  to  be  slightly  cheaper:  58  cents  to  HP's  71  cents  for  a  4-by-6,  $1.93  ver 
sus  HP's  $2.03  for  an  8-by- 10.  Not  bad,  until  you  amortize  the  cost  of  the  printer  itsell 
And  don't  kid  yourself:  If  you  are  fussy  about  quality,  you  can  end  up  printing  severa 
"just  one  more"  attempts  at  perfection,  significantly  jacking  up  costs. 

With  their  best  papers,  both  are  capable  of  beautiful  prints  that  can  be  virtually  in 
distinguishable  from  the  real  thing.  But  those  from  the  Epson  emerge  glossier  am 
crisper — and  far  more  resistant  to  water  and  thumbprints.  Henry  Wilhelm,  an  exper 
on  image  permanence,  has  estimated  that  prints  made  with  Epson's  latest  inks  and  pa 
pers  should  last  nine  to  ten  years — twice  the  life  of  HP's — before  fading  in  a  noticeabl 
way.  His  Web  site  (wilhelm-research.com)  also  notes  that  HP  prints  are  likely  to  suffe 
even  when  stored  in  the  dark  because  of  "poor  humidity  fastness."  Real  photos  can  las 
20  years  or  more. 

The  P 1 1 00's  strength  is  versatility.  It  has  two  slots  for  the  digital  memory  cards  use< 
in  most  cameras,  one  for  Smart  Media  and  one  for  Compact  Flash,  and  it  can  print  di 
rectly  from  the  cards  at  the  touch  of  a  few  front  panel  buttons.  With  the  computer  oc 
you  can  insert  a  memory  card  and  use  it  as  if  it  were  a  disk  drive.  Epson's  new  $399  St) 
lus  875,  whose  buggy  prerelease  software  prevented  me  from  testing  it,  has  a  slot  of  ii 
own,  but  its  workings  are  more  complicated  and  less  attractive. 

Neither  device  is  an  engineering  triumph.  The  HP  produced  ugly  paper  jams  twia 
occasionally  put  irritating  scratches  and  nicks  in  the  expensive  paper,  and  emitted  dis 
concerting  "Sproing!"s  before  printing  each  page.  The  Epson's  output  tray  snapped  oi 
when  I  accidentally  bumped  into  it. 

But  the  output  itself  remained  gorgeous.  — S.k 


photo  on  them.  Ofoto  an 
Shutterfly  try  to  counte 
their  missing  bakery  wit 
introductory  offers  of  fre 
4-by-6  prints,  50  and  10 
respectively. 

If  you  opt  to  share  file: 
most  sites  require  that  th 
sharers  join  the  service,  a 
annoying  form  of  viral 
keting.  But  Zing  lets  you  sr 
your  photos  with  the  world  at  large,  not  just  mailing 
you  create.  Which  is  why  I  was  extremely  irritated  to 
cover  that  Zing's  site  had  apparently  made  my  name  anl 
e-mail  address  public  without  bothering  to  mention  it  tl 
me.  In  my  book,  that  is  not  a  pretty  picture. 


Delays  can  be  long. 
From  mailing  to 
online  viewing  took 
a  week.  Five  days 
after  that  the  prints 
were  still  AW0L. 


□ 


Stephen  Manes  (steve@cranky.com )  is  the  cohost  of  Digital 
Duo,  a  weekly  public  television  series.  Visit  his  forum  at  our  M 
sue.  www.forbes.com/manes. 
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Will  your  future  speak  of 
success?  It  will  if  it 
includes  Acxiom. 

Because  only  Acxiom  can 
create  the  most  accurate 
picture  of  your  customer 
ever  assembled. 

Not  simply  by  supplying 
data.  But  by  providing  the 
services  and  breakthrough 
technologies,  such  as 
AbiliTec,  that  give  you  the 
knowledge  to  deepen  your 
customer  relationships. 
Both  globally.  And  locally. 

So  you  can  create 
opportunity.  The 
opportunities  that  drive 
success.  And  success  that 
will  make  your  future 
very  bright  indeed. 
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The  kings  of  LBO  tech:  Texas  Pacific's 
Bonderman  (seated  left),  William  Price  and 

James  Coulter. 
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Technoleverage 

You  might  think  a  high-tech  LBO  isn't  possible.  David  Bonderman  knows 
better,  and  he  has  a  formula  for  you  to  spot  a  good  acquisition  target. 


BY  MARY  BETH  GROVER 

DAVID  BONDERMAN,  THE 
mega-rich,  publicity-shy  co- 
founder  of  Texas  Pacific 
Group,  was  partying  big 
time  in  March.  He  rented 
out  San  Francisco's  City  Hall  and 
hired  the  B52s  rock  band  to  entertain 
clients. 

"Bondo,"    as   he    is    commonly 
ailed,  is  best  known  for  leading  the 


$9  billion  reorganization  of  troubled 
Continental  Airlines  in  1993.  But  his 
latest  exploits  gave  Bonderman,  57, 
good  reason  to  boogy  the  night  away: 
He'd  just  raised  a  $4  billion  invest- 
ment fund  for  Texas  Pacific  to  do  cor- 
porate takeovers — but  not  airlines  this 
time.  His  new  maneuverings  will  sur- 
prise you.  Bonderman  is  doing  lever- 
aged buyouts  of  tech  companies. 
Even  before  the  recent  market 


crash,  this  dealmake 
was  finding  bargains 
The  highest  profile  one 
Texas  Pacific  and  Roge 
McNamee's  brand-nev 
Silver  Lake  Partner 
teamed  up  in  April  t< 
take  private  Seagate' 
$6  billion  (sales)  disll 
drive  operation.  Thl 
price  tag  was  a  mere  $\ 
billion. 

Yes,  you  can  do  ai 
LBO  of  a  technolog 
company.  Most  big  ted 
firms,  of  course,  ar 
trading  too  richly  t- 
permit  a  highly  leverl 
aged  buyer  to  cover  hi| 
interest  costs.  But  no) 
all.  Seagate's  incomj 
before  interest,  depra 
ciation,  amortizatio' 
and  taxes  was  aboi 
$400  million  last  yeal 
quite  enough  to  servicj 
its  $1  billion  in  debt. 
A  few  LBO'd  tech- 
nology companies  hav 
already    been     on 
round  trip,  with  tb 
buyer  unloading  in 
public  stock  offering.  l| 
March,    for    instancl 
Hicks,  Muse,  Tate 
Furst  floated  shares  i 
Viasystems,  a  circuit  board  manufa< 
turer  that  it  cobbled  together  froi 
smaller  entities  bought  over  the  pal 
three  years.  Hicks,  Muse's  $500  mi* 
lion  equity  investment  had  turnef 
into  $1.2  billion. 

But  it's  seven-year-old  Texas  P;l 
cific,  based  in  Fort  Worth  and  Sal 
Francisco,  that  has  done  the  mo 
deals.  And  one  Bonderman  just  d 
was  a  whopper.  He  and  his  partne 


nes  Coulter,  40,  and  William  Price, 
,  got  control  of  SCG  Holding,  a 
niconductor  unit  of  Motorola,  in 
gust  for  a  mere  $337  million  cash 
/estment.  This  May  they  took  it 
blic  and  saw  their  investment  bai- 
rn on  paper  to  $2.9  billion.  The  firm 

0  scored  a  one-time  fee  of  $25  mil- 
n  for  engineering  the  deal. 

Tech  buyouts  have  been  rare  until 
:ently,  given  the  conventional  wis- 
m  that  this  realm  was  too  unpre- 
:table  to  support  borrowings.  Then 
nderman  realized,  says  Coulter,  that 
s  was  like  living  in  1900  and  swear- 

1  they  "were  only  going  to  do  agri- 
Itural  deals — that  none  of  the  man- 
icturing  stuff  matters.  We  knew  we 
d  to  change." 

They  did.  Since  then  the  firm  has 
;nt  billions  of  dollars,  a  lot  of  it  bor- 
ved,  to  buy  tech  companies  ranging 
»m  chip  manufacturers  to  telecom 
tfits.  Forget  the  flaky  dot-coms.  Key 
Texas  Pacific's  success  is  finding  es- 
)lished  companies  growing  at  least 
%  yearly,  with  fat  cash  hoards  to  use 
needed  to  whittle  down  debt.  The 
mpanies  must  be  able  to  generate 
ough  profit  from  their  products  to 
let  interest  payments  and  fund  re- 
irch,  the  lifeblood  of  the  tech  world. 
Above  all  Bonderman  likes  his  tar- 
ts to  be  cheap.  These  days  that 
:ans  tech-hardware  makers,  which 
:  vulnerable  to  the  dread  accusation 
being  in  a  commodity  business, 
nderman  prefers  companies  with 
irket  valuations  of  less  than  one 
les  sales. 

How  can  you  profit  from  this 
nd?  Bonderman  won't  divulge  his 
gets,  but  we  culled  out  some  plau- 
le  ones:  tech'  companies  with 
ce/sales  ratios  below  1.0  and  debt 
>  than  cash  on  hand  (see  table).  You 
n't  going  to  make  a  killing  here,  as 
i  would  have  holding  Qualcomm 
1999,  yet  you  could  make  a  tidy  ac- 
sition  premium. 

Example:   Disk  drive  developer 

antum  HDD  was  in  the  red  last  year 

has  returned 'to  profitability  be- 


cause, among  other  things,  its  new 
Fireball  LCT  (a  30-gigabyte  drive  going 
for  $239)  is  a  winner  with  Hewlett- 
Packard.  Another:  NCR,  once  a  misbe- 
gotten subsidiary  of  AT&T,  should  im- 
prove earnings  through  demand  for  its 
automated  teller  machines  overseas. 

Bonderman  has  had  an  eye  for  a 
good  deal  since  his  days  advising  bil- 
lionaire Robert  Bass.  Getting  cyclical 
or  troubled  companies  on  the  cheap 
is  his  style.  He  bought  into  Continen- 
tal during  the  Gulf  War  when  the  air- 
lines business  was  suffering,  and  sav- 
ings and  loans  during  the  thrift  mess. 
The  Asian  economic  crisis  presented 


The  SCG  price  tag  was  $  1 .6  billion. 
That  was  close  to  just  one  times  sales. 
Chase  Manhattan's  James  B.  Lee  Jr. 
(FORBES,  Apr.  17)  supplied  the  debt. 
It's  an  iffy  time  for  tech  stocks  but 
chip  sales  are  resurgent.  Thus  SCG's 
stock  is  up  40%  from  its  $16  offering 
price  in  April. 

Bonderman's  company  scored  an- 
other coup  last  summer  with  public 
offerings  in  Paradyne  Networks  and 
Globespan.  In  1996  Texas  Pacific 
bought  Paradyne  (and  its  Globespan 
unit)  from  Lucent  Technologies  in  a 
$175  million  transaction.  It  was  an  af- 
fordable deal  valuing  the  company  at 


LBO  Targets? 


This  group  of  tech  companies  has  lots  of  cash  and  trades  at  less  than  one  times  sales. 


Company/business 


Market 

Market 

value 

Sales 

value/ 

($mil) 

($mil) 

sales 

Imation/data  storage  and  imaging  systems 

$1,018 

$1,413 

0.7 

Iomega/computer  disk  drives 

981 

1,484 

0.7 

Maxtor/computer  disk  drives 

1,366 

2,486 

0.5 

Micron  Electronics/personal  computers 

1,032 

1,347 

0.8 

NCR/IT  products  and  services 

3,624 

6,196 

0.6 

Quantum  HDD/computer  disk  drives 

986 

3,328 

0.3 

Structural  Dynamics  Research/mechanical  design  software 

403 

442 

0.9 

Sources.  Market  Guide  via  FactSet  Research  Systems:  Forbes. 

him  with  the  opportunity  he  needed 
in  technology:  Sales  plummeted  on 
high-tech  components  due  to  cur- 
tailed Far  East  demand.  And  so  did  the 
valuations  of  the  component  makers. 
That  was  the  key  to  Texas  Pacific's 
landmark  SCG  deal — and  shows  how 
Bonderman  flouts  common  wisdom. 
The  semiconductor  unit,  which  makes 
low-level  chips  used  in  running 
household  appliances  and  autos,  did 
not  fit  with  parent  Motorola's  new 
mandate  to  focus  on  high-margin 
chips.  But  Bonderman  rather  liked  the 
fact  that  demand  for  SCG's  chips  was 
less  cyclical  than  for  the  chips  that  go 
into  PCs.  Also,  since  chips  used  in  ap- 
pliances don't  have  to  push  the  limits 
of  lithography,  the  manufacturing 
gear  is  a  lot  cheaper. 


just  0.8  times  sales.  Texas  Pacific  par- 
layed a  $52  million  equity  investment 
into  an  astounding  $3.4  billion.  How  it 
pulled  that  off  is  instructive. 

Lucent  had  hired  Morgan  Stanley 
to  auction  Paradyne.  No  one  bid.  At 
the  time  its  products  didn't  look  very 
promising:  digital  subscriber  and  Tl 
lines,  which  let  you  access  the  Web 
faster  than  a  plain  phone  line.  Para- 
dyne was  losing  $4  million  a  month. 

Then  Texas  Pacific  stepped  in,  per- 
suading Lucent  to  finance  the  deal  by 
taking  back  a  10%  note.  Even  better, 
Lucent  forgave  much  of  the  note  when 
it  canceled  an  agreement  to  sell  Para- 
dyne's  broadband  products.  "They 
have  a  catch-a-falling-knife  philoso- 
phy," says  Mark  Bradley,  who  follows 
the  LBO  set  for  Morgan.  But  the  Para- 
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dyne  deal  cut  it:  The  company  made 
$2.5  million  in  2000's  first  quarter. 

Out  of  Paradyne,  Texas  Pacific 
carved  a  second  company,  Globespan 
Semiconductor,  which  makes  chips  for 
digital  subscriber  lines — the  high- 
speed Internet  connections  offered  by 
phone  companies.  Global  grew  from 
a  15-person  group  inside  Paradyne 
with  $2  million  in  annual  sales  to  300 
people  and  $56  million  in  sales.  Both 
companies,  taken  public  last  summer, 
sell  well  above  their  offering  prices. 

Not  all  deals  go  so  smoothly.  In 
February  1998  Texas  Pacific  bought 
chipmaker  Zilog  for  $400  million. 
That  was  more  than  Zilog's  $200  mil- 
lion in  revenues — not  so  good.  More- 
over Zilog  was  already  shaky,  having 
posted  four  sequential  quarters  of  de- 
clining operating  income  (in  the  sense 
of  earnings  before  depreciation,  inter- 
est and  taxes).  The  operating  net  re- 
covered to  $47  million  last  year  from 
$20  million  the  year  before,  but  that's 
still  only  1.5  times  interest  payments 

"THEY  HAVE  A  CATCH- 
A-FALLING  KNIFE 
PHILOSOPHY,"  SAYS 
MORGAN  STANLEYS 
MARK  BRADLEY. 


versus  three  times  for  newly  public 
S<  I .  I  foldings.  1  )on't  look  for  a  Zilog 
public  offering  soon. 

Also  troubling  is  Texas  Pacific's  re- 
cent loss  of  technology  head  David 
Stanton.  He  left  to  start  his  own  firm, 
Menlo  I'ark,  Calif-based  Francisco 
Partners,  with  Sanford  Robertson,  leg- 
endary founder  of  Robertson, 
Stephens. 

Regardless,  Bonderman  and  his 
crew  are  happy  about  the  air  coming 
out  of  many  lech  outfits  because  ac- 
quisitions will  be  cheaper.  Says  Coul- 
ter: "I've  been  waking  up  every  morn- 
ing hoping  this  would  happen."       F 


STOCK     FOCUS 

Bargain 
Rack 


Consumers  must  pay  a 
premium  for  branded 
apparel,  but  investors  can 
buy  shares  of  clothing 
manufacturers  at  steep 
discounts. 


BY  ROBERT  J.  SHERWOOD 

UNDER  NORMAL  CIRCUMSTANCES 
investors  would  be  quite  happy 
with  a  company  that  can  deliver 
the  growth  that  Value  Line  projects 
this  year  in  the  apparel  sector — 1 1% 
in  revenues  and  1 2%  in  earnings.  But 
in  an  Internet  age,  where  companies 
promise  to  triple  or  quadruple  sales, 
it  is  not  surprising  that  apparel  stocks 
have  fallen  out  of  favor. 

The  apparel  sector  went  into  a 
bear  market  in  July  1998,  and  many 
stocks  have  yet  to  recover.  Nautica, 
at  $11.50,  is  down  65%  from  its 
1998  peak;  VF  Corp.,  at  $28.75,  is 
down  47%. 

Such  discounts  have  not  escaped 
the  attention  of  value  investor  War- 
ren Buffett.  In  February  Buffett 
made  sizable  buys  of  Jones  Apparel 
and  Liz  Claiborne.  Though 
chided  by  pundits  for  los- 
ing his  touch,  Buffett  has 
seen  both  stocks  go  up  by 
over  20%  since  February, 
despite  a  sharp  decline  in 
the  S&P  500. 

One  apparel  stock  that 
has  yet  to  make  any  kind  of 
recovery  is  Tommy  Hil- 
figer,  hurt  by  an  earnings 
slump.  Positives:  Hilfiger 
has  a  famous  brand  name 
as  well  as  a  healthy  balance 
sheet.  The  company  gener- 
ates enough  free  cash  (net 
income  plus  depreciation, 


minus  capital  expenditures 
to  liquidate  all  its  deb 
within  three  years.  There 
^    no  hint  of  a  takeove 
here,  but  it's  usefi 
to  think  the  way 
corporate     acquire 
would:  The  enterprij 
multiple  on  this  compan 
is  only  2.1.  That's  the  rati 
of  enterprise  value  (markt 
cap  plus  debt,  minus  cash)  to  or 
erating  income  (net  before  depn 
ciation,  interest  and  taxes). 

The  companies  in  the  table  sell ; 
low  enterprise  multiples,  and  are  « 
pected  to  post  at  least  10%  annu 
earnings  growth  over  the  next  three  l 
five  years.  Nautica,  which  makes  men 
casual  apparel,  has  an  enterprise  mult 
pie  of  4.0.  If  you  have  $371  million  c 
hand,  buy  the  whole  thing. 

Four  of  the  companies  on  the  li 
have  high  insider  ownership.  Su< 
holdings  could  facilitate  an  acquisitio 
or  a  management-led  buyout,  as  w 
the  case  last  July  when  St.  John  Kni 
went  private.  St.  John  paid  shareholde 
$30  per  share,  a  36%  premium. 

Look  for  companies  in  the  table  th 
have  insider  ownership  of  28%  i| 
more.  Polo  Ralph  Lauren,  for  examp] 
has  been  a  stock  market  flop  sin 
going  public  in  1997  at  $26.  Design 
Ralph  Lauren  controls  89%  of  the  cor 
mon.  This  firm  sells  for  a  mere  t< 
times  estimated  2000  profits. 
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These  stocks— all  with  estimated  P/Es  of  13  or  le 
big  on  Seventh  Avenue,  but  not  on  Wall  Street. 


Company 


Price 


EUTEfiMlSl_^ 
value1  2000 

(Smil)     multiple2        P/E 


Jones  Apparel  Group 

$26.31 

$4,280 

9.5 

10.6 

Liz  Claiborne 

41.13 

2,411 

6.5 

11.6 

Nautica  Enterprises4 

1150 

371 

4.0 

7.9 

Polo  Ralph  Lauren4 

16.56 

1,671 

5.2 

9.7 

Tommy  Hilfiger' 

7.69 

949 

2.1 

5.6 

VF4 

28.75 

4,193 

5.0 

9.3 

Figures  as  of  May  3  'Sum  of  market  value  of  common,  liquidation  va  I 
preferred  and  all  debt,  minus  cash  and  equivalents.  'Enterprise  valtf 
by  operating  income  Theoretical  number  of  years  it  would  take  coil 
use  free  cash  flow  (net  income  plus  depreciation  and  amortization  rt  | 
capital  expenditures  and  dividends)  to  wipe  out  all  long-term  debt. 
ownership  is  greater  than  28%  Sources:  Market  Guide,  IBES  inrerm| 
and  Interactive  Data  Corp  via  FactSet  Research  Systems. 


the  new  ThinkPad'  A20p 

From  presentations  to  movie  editing,  the  ThinkPad  A20p  is  a  perfect  multimedia  tool.  It's  fast.  It's  powerful. 
It  comes  with  video  in/out,  loads  of  vram.  and  a  huge  viewing  screen.  And  it's  so  easy,  you'll  actually  use  it 
all.  Multimedia  simplified.  Just  one  more  example  of  the  ThinkPad  experience.  But  watch  out:  this  notebook 
has  not  yet  been  rated.  To  order  call  800  426  7255  or  visit  ibm.com 

Intel"  Pentium'  III  processor  700mhz  /128mb  sdram  /18gb  hdd  /  dvd  / 15" TFT  screen  /  $3899   (e> business  tools 


'S  A  COMPUTER. 

JT  WHAT  IT  REALLY  WANTS  TO  DO  IS  DIRECT. 
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>nly  measures  microprocessor  internal  clock  speed;  many  (actors  affect  application  performance,  'go  equals  one  billion  bytes  when  referring  to  storage  capacity;  accessible 
ily  may  be  less.  Estimated  reseller  price  for  model  2629-61 U.  Actual  prices  may  vary.  PCs  referred  to  in  this  ad  include  an  operating  system.  IBM  product  names  are 
larks  of  International  Business  Machines  Corp.  Intel,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  ©  2000  IBM  Corp.  All  rights  reserved. 
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Buy  Jam, 
Sell  Chips 

Chocolate  and  kitchen  cabinets 
aren't  sexy,  but  their 
manufacturers  are  here  to  stay. 


BY  ROBERT  LENZNER 

EVEN  AFTER  THE  APRIL  COLLAPSE 
tech  stock  valuations  remain  high 
enough  to  imply  some  farfetched 
growth  prospects  from  relatively  un- 
known newcomers. 

Here's  an  arbitrage  that  goes  against 
the  grain  of  overwhelming  market  psy- 
chology. Sell  the  new  economy  at  60 
times  earnings  and  buy  the  old  econ- 
omy at  10  times  earnings. 

"I'm  taking  advantage  of  today's 
immature  investors  by  selling  what 
they're  buying  and  buying  what  they're 
selling,"  says  Barrie  Wigmore,  a  59- 
year-old  retired  partner  of  Goldman 
Sachs  and  the  author  of  Securities  Mar- 
kets in  the  1980s. 

Over  the  past  few  months  Wigmore 
has  liquidated  his  positions  in  Intel, 
Gateway,  Oracle  and  other  technology 
favorites.  The  reason,  he  says:  "The  risk- 
reward  ratio  is  all  risk  and  no  reward." 

Bargains  abound  among  companies 
with  long-lived  niche  positions  in  their 
industries,  high  dividends  and  real 
earnings  that  have  been 
growing  for  decades.  Wig- 
more is  buying  venerable 
sleepers  like  Hershey  Foods, 
Albertson's,  |.M.  Smucker, 
General  Dynamics  and  Na- 
tional Service  Industries. 
Most  of  these  stocks  are 
down  nearly  50%  from  their 
52-week  highs. 

You  can  find  the  occa- 
sional tech  stock  trading 
cheaply  (see  p.  202),  but 
there  aren't  many.  It  isn't  as 
il  Smucker  or  Hershey  is  a 
stick-in-the-mud,  either.  The 


companies  in  the  table  are  growing 
at  6%  to  8%  yearly,  about  twice  as 
fast  as  the  gross  domestic  product. 
This  moderate  growth  category 
has  been  shunned  by  investors 
expecting  30%  growth  in 
stock  prices. 

In      1998      Wigmore 
shrewdly  advised  FORBES     _ 
readers  not  to  panic  in  the 
Asian    economic    collapse 
(FORBES,  Oct.  5,  1998).  As  a 
value  investor,  Wigmore  keeps  to  a 
narrow  discipline  that  shuns  many 
Internet  stocks. 

A  jam  company  is  never  going  to 
grow  the  way  an  Internet  firm  does  in  a 
good  year,  but  then  we  don't  have  to 
worry  that  it  will  be  made  obsolete 
overnight.  Smucker  has  a  40%  shelf 
share  in  the  U.S.  and  is  successfully  ex- 
panding around  the  world.  Supermar- 
keter  Albertson's  has  had  only  one 
earnings  stumble  in  the  past  25  years, 
caused  by  indigestion  from  the  acquisi- 
tion of  American  Stores.  General  Dy- 
namics is  a  buy  because  defense  spend- 
ing is  going  up  and  because  its 
commercial  work  (Gulfstream  private 
jets,  30%  of  sales)  is  backlogged. 

Companies  that  don't  capture  the 
imagination  but  can  still  print  money 
are  favorites  of  Christopher  Davis,  the 
34-year-old  portfolio  manager  of  both 
the  New  York  Venture  Fund  and  Se- 
lected American  Shares,  a  combined 
$21.2  billion  in  assets.  New  York  Ven- 
ture is  up  5.3%  this  year,  Selected 


Tangible  Goods 


There's  not  a  dot-com  in  the  bunch,  but  these  seven  companies 
have  strong  earnings  and  can  be  purchased  at  bargain  prices. 

Recent      52-week      Latest         2000 
Company  price  high      12-moP/E    est  EPS 


Albertson's 

$31.88 

$56.94 

32 

$2.68 

General  Dynamics 

57.19 

75.44 

12 

3.98 

Hershey  Foods 

45.88 

61.44 

14 

2.38 

Household  Intl 

42.06 

51.81 

14 

3.56 

Martin  Marietta  Materials 

52.56 

68.13 

20 

3.09 

Masco 

22.75 

33.69 

18 

1.87 

JM  Smucker 

16.00 

25.75 

13 

1.52 

Sources    Interactive  Data  Corp.  Market  Guide  and  IBES  International  via  FactSet 
Research  Systems 


American  up  5.6%,  while  the  S&P  500  i 
down  4%. 

At  the  top  of  the  Davis  list  is  Mascc 
a  manufacturer  of  faucets  and  custon 
cabinetry.  Masco  has  increased  its  sale 
in  42  of  the  last  43  years  and  its  profit 
in  39  of  those.  It  sells  at  9  times  tratlin 
earnings.  "Here's  the  largest  supplier  t; 
Home  Depot,  a  growth  stock  selling  i 
50  times  earnings.  If  Home  Depot  dou 
bles  its  store  count  in  the  next  fiv 
years,  Masco  is  bound  to  participate, 
says  Davis. 

Household  International,  the  large 
U.S.  consumer  finance  company,  he 
weathered  the  Depression  and  every  rt 
cession  since  World  War  II  by  lendin 
money  to  low-  and  middle-incom 
customers.  Davis  appreciates  Houst 
hold's  plan  to  repurcha* 
10%  of  its  equity  over  tri 
next  two  years. 

There's  no  more  pedej 
trian-sounding  busine 
than    gravel,    the    mai 
product  of  Martin  Mar 
etta  Materials.  But  Dav( 
feels  investors  haven't  fa> 
tored  in  the  new  feder 
highway    spending    bi! 
which  should  increase  tl 
company's    revenues   I 
10%  annually  for  the  ne 
five  years.  Price:  20  tim 
trailing  earnings. 
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erican  Biogenetics  Sciences,  Inc. 
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American  Biogenetics  Sciences,  Inc. 
(MABA):  Abbott  Laboratories  recently 
licenses  one  of  ABS's  neuroscience 
compounds,  described  as  the  next  gener- 
ation valproic  acid  (world  market  over 
$1.5  billion)  as  a  possible  backup  to 
Depakote,  $750  million  Abbott  drug. 
Excellent  safety  profile  in  preclinicals. 
Pipeline  has  (1)  a  new  compound  in 
treatment  of  Alzheimer's  disease;  (2)  a 
rapid  test  for  early  thrombosis;  and  (3)  a 
platform  technology  for  producing  high- 
affinity  monoclonal  antibodies. 


CVL  Resources  Ltd. 

LTD 
4 

CVL  Resources  Ltd.  is  engaged  in  two  of 
the  world's  highest  profile  oil  and  gas 
exploration  plays.  CVL  is  nearing  target 
depth    in    northern   Ghadames    Basin, 
Algeria  where  reserves  in  excess  of  4  bil- 
lion barrels  have  recently  been  discov- 
ered. CVL  is  also  a  partner  in  the  EKHO 
Project.  North  America's  highest  profile 
oil  and  gas  play,  located  in  California's 
San  Joaquin  Valley,  which  has  demon- 
strated giant  oil  and  gas  reserves. 
Website:  www.cvlresources.com 

vport  Corporation 


Newport  Corporation  is  a  global  supplier 
of  high-precision  test,  measurement  and 
automation  systems  used  by  manufactur- 
ers of  fiber  optic  components,  semicon- 
ductor capital  equipment,  aerospace  and 
other  high  precision  products.  Newport's 
systems  automate  manufacturing 
processes,  enhance  product  performance, 
and  improve  manufacturing  efficiencies 
and  yields.  The  company's  customers 
increasingly  require  third  party  expertise 
to  develop,  engineer  and  build  automated 
systems  to  assemble,  produce  and  test 
their  products. 


Zoltek 


There  is  a  revolution  brewing  in  the 
automotive,  oil  field,  and  other  indus- 
tries, and  it  is  centered  on  the  use  of 
superstrong,  superstiff.  and  superlight- 
weight  carbon  fiber  composites  to 
achieve  new  levels  of  performance. 
Zoltek  is  leading  the  commercialization 
of  this  exceptional  material.  Four  down- 
stream acquisitions  now  give  Zoltek  the 
capability  to  provide  composite  materi- 
als and  intermediate  products  in  an  easy, 
ready-to-use  and  highly  affordable  form. 


ndell  Chemical  Company 


™^j^_]    Lvondell  Chemical  Companv  (NYSE:  LYO)  is  a  major 
Ufe    global  chemical  company    The  Lvondell  enterprise 
■*-  \    ■     j|    specializes  in  basic  chemicals,  such  as  ethylene  and 
t^|       I    propylene,  and  key  derivatives,  such  as  polyethylene  and 
y|B^|    |    propylene  oxide. 

A  ^^M  The  Lyondell  enterprise  consists  of  businesses  with  more 

I  H   than  $17  billion  in  assets  and  8,000  employees  world- 

j!  I   wide.  The  true  size  of  our  enterprise  is  not  apparent 

I    from  our  financial  statements  because  our  joint  venture 
I   companies  -  Equistar  Chemicals,  LP,  LYONDELL- 

H^H    C1TGO  Refining  LP  and  Lyondell  Methanol  Companj . 

L.P.  -  are  reported  as  equity  investments, 
idell  is  a  key  player  in  an  important  industry  making  products  that 
nee  everyone's  quality  of  life.  These  products  are  the  building  blocks  for 
rials  that  make  our  lives  better,  safer,  and  more  convenient.  We  provide 
■asic  elements  that  go  into  automobile  parts,  clothing,  food  packaging. 
J  building  and  remodeling  materials,  and  household  furnishings. 


Mobile  RET.  Systems,  Inc. 


Mobile  P.E.T.  Systems,  Inc.,  "Changing  the  Direction  of  Diagnostic  Imaging". 
The     leading  medical  service  provider  of  "positron  emission  tomography" 
(PET.)  imaging  services  to  hospitals  and  health  care  professionals.  The 
Companv  develops  and  operates  mobile  and  fixed  site  Phi 
centers  in  the  US  and  Europe.    P.E.T.  is  an  early  diagnostic 
imaging  procedure  for  cancer,  heart  disease  and  neurlogical 
disorders.   The   PET.   procedure   typically   will   alter  the 
patients'  treatment  in  over  60%  of  the  cases  providing  the 
patient  and  their  physician  with  better  options  and  improved 
outcomes.    Because  P.E.T.  obviates  unnecessary  surgery  or 
therapies  by  detecting  anomalies  at  the  very  earliest  stages, 
the  insurer  realizes  value  for  money  bv  utilizing  the  P.E.T. 
procedures  as  a  primary  diagnostic  tool.  Lor  information: 
1-619-226-6738,  macmi I lan(2  mobilepet.com 
Internet:  www.mobilepet.com  Trading  Svmbol:  "MBPT" 


For  information  and  rates  on  advertising  in  the  next  Forbes  Annual  Report  Portfolio  Section 

contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


TREETWALKER 


Ma  Bull 


ISN'T  THE  MARKET'S  REACTION 
to  AT&T  Corp.'s  profit  blip  a  lit- 
tle extreme?  Sure,  impatience  is 
warranted  for  the  slow  takeoff 
of  Chairman  C.  Michael  Arm- 
strong's grand  plans  to  make 
AT&T  (NYSE:  t)  a  nimble  tech 
player.  But  Armstrong's  early 
May  announcement — that  rev- 
enues and  earnings  would  be 
below  expectations  this  year 
and  next — sent  the  already 
sinking  stock  into  a  power  dive 
better  suited  to  a  moneylosing 
dot-com. 

Analyst  Patrick  Comack  of 
Miami  brokerage  Guzman  &  Co. 
refuses  to  follow  the  stampede  of 
downgrades  that  greeted  Arm- 
strong's news.  He  argues  that  at  a  recent  $39  (down  30%  since  March)  AT&T  is 
so  undervalued  that  you  are  getting  its  domestic  and  international  telephone 
network  for  next  to  nothing. 

The  company's  stake  in  AT&T  Wireless  Group,  which  recently  sold  15%  of 
itself  to  the  public  in  history's  largest  offering,  is  worth  $60  billion.  Cable  king- 
pin Tele-Communications  Inc.,  bought  by  AT&T  in  1998,  is  worth  $50  billion. 
That's  $110  billion.  But  AT&T's  enterprise  value  (market  cap  plus  debt)  is  only 
$159  billion. 

Despite  some  slippage,  AT&T  remains  the  largest  long-distance  carrier,  not  to 
mention  being  third  in  wireless  telephony  and  first  in  cable  TV.  The  cable  em- 
pire will  expand  further  once  AT&T's  $60  billion  buyout  of  MediaOne  is  com- 
plete. MediaOne  also  will  bring  a  25%  stake  in  lucrative  Time  Warner  Enter- 
tainment (movies,  cable,  Home  Box  Office). 

Or  forget  assets  and  look  at  earnings.  AT&T  sells  at  19  times  trailing  earnings. 
WorldCom's  P/E  is  28;  Sprint's,  33.  — Jack  Egan 


Short  Goldman 

NO  ONE  DENIES  THAT  GOLDMAN 
Sachs  Group  will  remain  a  Wall  Street 
powerhouse.  The  white-shoe  firm's 
stock  is  about  to  be  scuffed,  though. 
Now  at  $89,  Goldman  (NYSE:  GS)  is 
down  from  its  pre-Nasdaq-crash  high 
of  $128.  Morton  Cohen,  manager  of 
the  Clarion  Partners  hedge  fund,  thinks 
it  has  more  to  drop.  So  short  it,  he  says, 
and  cover  at  $75. 

A  big  reason  for  the  expected  hic- 
cup is  that  the  lockup  period  for  Gold- 


man's insider-held  stock  ends  in  late 
June.  That's  a  year  after  the  firm's  ini- 
tial public  offering,  so  employees  and 
retired  partners  could  peddle  up  to  40 
million  shares — 11%  of  the  current 
float.  Goldman  is  buying  back  15  mil- 
lion shares  to  offset  the  cashouts,  but 
that  won't  be  enough. 

The  stock,  trading  at  17  times  trail- 
ing earnings,  faces  more  downward 
pressure  from  a  drying  up  of  Internet 
underwriting,  where  Goldman  has 
been  the  champ.  The  investment  bank 
brought  42  Net  companies  public  since 


January  1999.  Result:  For  the  secon 
quarter  Salomon  Smith  Barne 
dropped  its  earnings  estimate  a  dim 
to  $  1 .50  per  share.     — Michael  Maiel 

Good  Fortune 

ACQUISITION-MINDED  FORTW 

Brands'  expansion  into  the  leisure  sect( 
since  the  mid-1990s  has  a  downside:  tl 
massive  amount  of  goodwill  it  mu 
carry  on  the  balance  sheet.  It  has  add< 
Cobra  golf  clubs  and  Geyser  Peak  wine 
among  other  things,  to  its  portfolio  < 
Titleist  golf  balls  and  Jim  Beam  bourbo 

To  remove  the  accounting  de< 
weight  Fortune  (NYSE:  FO)  took  a  hell 
cious  charge  against  earnings  in  la 
year's  second  quarter,  resulting  in  < 
$890  million  loss  for  1999.  Wall  Stre< 
not  fond  of  consumer  goods  anyw< 
was  dismayed:  The  stock  has  lost  44 
of  its  value  in  the  past  12  months  ai 
now  sells  at  $25. 

At  a  P/E  of  10  Fortune  is  an  attra 
tive  buy,  especially  considering  its  ov< 
looked  strengths,  says  Anthony  Mai 
marco,  portfolio  manager  of  t 
Babson  Value  Fund.  Fortune's  prodm 
are  the  number  one  or  number  t\ 
sellers  in  their  fields.  A  supply-chain ! 
structuring  and  a  headquarters  move 
less  plush  digs  should  bring  a  $60  m 
lion  savings  in  2000.  This  year  Mai 
marco  expects  a  20%  jump  in  earnirl 
per  share,  to  $2.40. 

— Christopher  HelttA 


Setting  the 
Standard 


WHEN  YOU  RUN  ERRATIC  NET  EARNIh 
with  losses  in  two  of  the  past  five  ye< 
investors  aren't  impressed.  That's 
the  stock  of  American  Standard,  wh 
makes  plumbing  fixtures  and  air  con 
tioners,  has  long  been  stuck  in  a  narr 
trading  range — recendy  selling  at  $42 
ten  times  earnings. 

Still,  analyst  Gregory  Nejmeh 
Donaldson,  Lufkin  &  Jenrette  thii| 
American  Standard  (NYSE:  ASD)  is  tu 


\a 


c    m     w  ..    1Q    lnr\r\ 


g  around.  New  Chief  Executive  Fred- 
ic  Poses,  imported  from  AlliedSignal 
January,  has  big  plans  to  streamline 
aterial  purchases,  producing  annual 
yings  of  $160  million  by  2003 — one- 
ird  of  1999's  $451  million  pretax  net. 
To  counter  a  Fed-induced  slow- 


t 


American  Standard:  no  longer  a 
drain  on  returns. 


>wn  in  housing  starts,  which  would 
imp  sales,  Poses  is  looking  to  overseas 
arkets,  particularly  for  Trane  air  con- 
tioners  in  hot-weather  lands.  Plus,  the 
mpany  is  selling  the  division  making 
edical  diagnostic  products,  a  chronic 
oneyloser.  — Michael  Freedman 


Charged  Up 


'ERYONE  OWNS  A  HANDHELD  ELEC- 
?nic  organizer,  cell  phone  or  portable 
mputer  these  days.  But  the  fast-selling 
>rtable  gizmos'  stocks,  at  multiples  of 
1  or  more,  are  more  expensive  proposi- 
>ns.  Another  way  to  play  the  boom  is 
i  OM  Group,  the  world's  top  producer 
the  chemicals  that  go  into  these  appli- 
ces'  rechargeable  batteries. 

OM  Group  (NYSE:  OMG)  should  see 
mings  grow  at  a  15%  annual  pace  over 
e  next  five  years,  says  Allan  Cohen  of 
'St  Analysis  Securities.  One  advantage  is 
at  cobalt,  OM's  main  ingredient,  is  at  a 
.ble  price  lately.  And  the  company  has 
osted  customer  service  by  working  di- 
:tly  with  battery  makers  rather  than 
"ough  a  distributor. 

At  a  recent  $45,  OM  goes  for  19  times 
iling  earnings.  — Josephine  Lee 
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To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/streetwalker. 


RESPONSIVENESS 
IN  A  DISCOUNT  BROKER. 

IMAGINE. 


Reliable  trading.  Responsive  customer  service.  At  T.  Rowe  Price 
Brokerage,  we  stand  behind  our  technology  with  highly  knowl- 
edgeable professionals  ready  to  assist  you.  So  if  truly  helpful 
service  is  your  idea  of  a  responsive  discount  broker,  contact  us 
today.  And  discover  how  we  can  make  real  service  a  reality  for  you. 

1-800-541-5862        www.troweprice.com/brokerage 


T.RoweRice 

BROKERAGE       SERVICES 

*$24.95  per  stock  trade  for  up  to  1 ,000  shares  plus  an  additional  two  cents  for  each 
share  over  1,000.  Call  or  visit  our  Web  site  for  a  commission  schedule  for  rates  on 
representative-assisted  and  other  non-Internet  trades.!  Rowe  Price  Brokerage  is  a 
division   of  T.    Rowe    Price    Investment   Services,    Inc.    Member   NASD/SIPC. 

BROK053998 


KNOWLEDGE    •   SERVICE    •   ON-LINE    TRADES    FROM    $24.95* 


"Don't  play  around 

with  your  health: 


listen  to  your  body. 

Most  guys  know  the  score  when  it  comes  to  sports,  but  when  it  comes  to 
health,  just  knowing  the  score  isn't  enough.  To  help  you  stay  on  top  ol  your 
game,  don't  smoke,  eat  right,  exercise,  and  make  time  to  get  regular  medical 
checkups.  Seeing  and  talking  to  your  health  care  professional  could  make  a 
hie  difference,  and  it  could  save  your  life. 


LHqw_ 


Laction  nojyy; 


fake  time  to  visit  your  health  care  professional  for  a  checkup. 
Ask  about  the  steps  you  can  take  to  increase  your  chances  of 
living  a  long,  health)  life.  Then  call  the  toll-free  number 
below  for  a  free  guide  to  healthy  living  for  men  and  great 
ideas  on  how  to  improve  your  health. 

Call  1-800-955-2002  or  visit  our  wchsite  at  www.ninhw.or- 


Now  you  can 

get  close  enough  to 

actually  see  your 

favorite  pro  golfer... 


lick  his  wounds. 


You'll  never  get  closer  to  the  biggest 
stars  in  golf.  Unlike  other  pro 
tournaments,  at  the  J.P  McCarthy 
Memorial  PAL  (Police  Athletic 
League)  Invitational,  you  can  get  closer 
than  ever  to  some  of  your  favorite 


McQ 


tatio\ 


pros.  You'll  also  be  supporting  PAL 
and  its  educational  and  athletic  pro- 
grams for  Detroit-area  kids.  It  begins 
at  noon  on  June  5  at  the  Tournament 
Players  Club  in  Dearborn.  Admission 
is  $10  at  the  gate. 


WJR 

s^F  760am 


Presented  by 

Ticona 

Automotive 


OomencA 


We  listen.  We  understtnd.  We  nuke  it  work." 


JIARKETS  and  FORECASTS 


fHF  OVERALL  MARKET 


2-week  performance 
at  of  5/5/00 


Barra  All-US  Index  of  9,200  stocks 
200-day  moving  average 

Market  value:  $17.0  trillion 
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Source:  Barra  Inc. 
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NTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  May  5. 


ACTUAL 

2000  ESTIMATE 

1999             Latest 

Mean          4-wk  chg 

30-year  Treasury  yield  (%) 

6.48                6.19 

6.02              -0.2 

3-month  Treasury  yield  (%) 

5.33                5.97 

6.24                5.8 

Federal  funds  watch 

Last  action:  Mar.  21,  2000,  +25  basis  points.  Current  rate:  6%. 

Next  Federal  Reserve  meetings:  May  16  and  June  27,  2000. 


SPECIAL  STOCK  FOCUS 


Preferred  stocks  don't  have  the  upside  ap- 
preciation potential  of  common  shares,  and 
preferred  shareholders  usually  do  not  have 
noting  rights.  The  attraction:  Preferred 
shares  are  less  subject  to  market  volatility 
than  common  shares  and  often  pay  higher 
/ields  than  the  related  common.  The  seven 
stocks  below  yield  between  7.2%  and  11.8%. 


The  market  value  of  all  U.S.  stocks— 
despite  recent  setbacks— has  in- 
creased substantially  faster  than  the 
overall  economy.  When  the  economic 
expansion  began  in  1991,  U.S.  stocks 
had  a  total  valuation  equal  to  51%  of 
gross  domestic  product.  Today  the 
market  is  worth  86%  more  than  GDP. 


Edited  hv  Shlomo  Reifman 


FORECASTING  GLOBAL  MARKETS 

Estimated 
Year           P/E 

EPS  change 

versus 
3  months  ago 

Expected 
year-to-year 
EPS  growth 

SAP  500 

2000           25 

0.1% 

19°/. 

2001           22 

-0.9 

14 

MSCI  World-ex  US4 

2000           26 

1.7 

25 

2001           22 

1.6 

16 

IBIS  estimate  increases/decreases 

Apr  00 

Apr  01 

SAP  500 

2.61 

2.26 

MSCI  World-ex  US4 

1.23 

1.31 

Rising  estimates 


Brazil  Austria 

India  Colombia 

Korea  Israel 

Norway  Japan 

Taiwan  Philippines 

Source:  IBES  International,  Inc. 

FORBES  INTERNET  UNIVERSE^ 


Falling  estimates 


lidex 

Recent 

4  wks  ago 

Value 

114.4 

206.7 

Companies 

313 

316 

Valuations 

Stock  price/sales 

11 

21 

Market  value  ($bil) 

$681 

$890 

Sales/employees  ($thou)  $129 

$169 

12-month  sales  growth 

188% 

158% 

2000  estimates 

Sales  total  ($ mil) 

$50,819 

$42,901 

Stock  price/sales 

7 

8 

P/E 

161 

219 

Sources:  Forbes:  Market  Guide  and  IBES  International 
w>  FactSet  Research  Systems. 

Company 

Preferred 
stock 
price 

Yield 

Pfd 

Common 

lethlehem  Steel* 

$42.38 

11.8% 

0.0% 

inron 

25.00 

9.0 

0.7 

SM 

26.19 

7.2 

0.5 

flediaOne  Group 

25.38 

9.4 

0.0 

Iwens-lllinois* 

24.50 

9.7 

0.0 

'ublic  Storage 

24.25 

10.3 

3.9 

'orchmark 

24.22 

9.5 

1.5 

WHAT  THE  FUNDS  ARE  I 

AND  $ELLIN 

Buying 

Price 

Selling 

Price 

EPS7 

EPS7 

BackWeb  Technologies 

$21.94 

$-0.12 

Agco 

$11.69 

$0.35 

Efficient  Networks 

65.69 

-0.63 

Earthgrains 

14.88 

1.43 

Phone.com 

78.00 

-0.44 

Jones  Apparel  Group 

26.94 

2.49 

SangStat  Medical 

28.50 

-1.04 

Mohawk  Industries 

24.94 

3.22 

Western  Digital 

6.56 

-2.19 

Raymond  James  Finl 

19.25 

2.63 

'2000  estimate  via  IBES  Express.  Source:  steinbergindicaH 

r.com. 

'.onvertible.  Sources.  Marker  Guide  and  Interactive  Data  Corp. 
a  facrSef  Research  Systems. 


a 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stgck  reports  and  more. 


The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  pnce-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
'Capitalization-weighted  index  of  all  U.S.-based.  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  ■  100.  Index  ratios  and  growth  rates  are  medians. 
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MARKETS  and  FORECASTS 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 

The  II S  Economy                                           ACTUAL                              2000  ESTIMATE 

1999          Latest 

Mean     4-wk  change 

Automobile  sales1  (mil) 

17.4             17.9*     mar 

16.6             1.7% 

Capacity  utilization  (%) 

81.1            81.4      mar 

81.1             0.1 

New  housing  starts2  (thou) 

l,667r         1,658*  pmar 

1,575             3.2 

Retail  sales3  ($bil) 

2,246r         2,296*  pmar 

2,474           -1.6 

Trade  balance4  ($bil) 

-268           -290*   pfeb 

-329           -0.8 

Unemployment  rate9  (%) 

4.1             3.9       apr 

4.0           -1.2 

Gross  domestic  product  (%  chg) 

4.2              5.46    p  1Q 

4.3             0.7 

Inflation 

2.7             2.9*    mar 

3.0             5.4 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6              3.7*     mar 

2.8             7.7 

Prices 

CRB  Bridge  spot  indexes 

227.25         216.08 

230.40             0.8 

Gold  per  troy  ounce  ($) 

288.50         278.50 

295.20             1.7 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60           27.28 

24.80           -8.9 

Currency 

1.94            2.18 

2.15           16.2 

German  marks  per  dollar 

Yen  per  dollar 

102             109 

110           -0.8 

Dollars  per  euro 

1.01            0.90 

1.02             1.0 

Mickey  Levy,  chief  economist  at  Bank  of 
America,  cites  increases  in  American 
workers'  productivity  as  the  leading 
contributor  to  the  strong  economy.  Output 
per  hour  (nonfarm  businesses,  seasonally 
adjusted)  rose  3.1%  last  year  and  2.4% 
during  the  first  three  months  of  2000.  At  tht 
same  time  real  gross  domestic  product  grew 
4.2%  in  1999  and  5.4%  (annualized)  in  the 
first  quarter  of  this  year.  Levy  thinks  that 
productivity  gains  will  be  harder  to  come  by 
in  the  second  half  of  this  year  and  that  this 
will  cool  down  the  economy.  His  forecast  for 
the  second  half  of  2000:  a  2.5%  increase  in 
productivity  and  a  3.5%  gain  in  GDP. 

Closeup:  Output  per  hour  (nonfarm  businesses) 

Annualized  percent  change, 
seasonally  adjusted. 


Source:  Bureau  of 
Labor  Statistics. 


1996  1997  1998  1999 

Forbes  Index:  Current:  32I.R  2-wk  chg:  0.0% 


BRIDGE  COMMODITY  SPOTLIGHT 

Futures 

Price     3 

mo  chg 

July  Chi  wheat  (bushel) 

$2.73 

-2% 

July  copper  (lb) 

0  84 

-1 

July  cotton  (lb) 

059 

0 

July  crude  oil  (bbl) 

26.92 

5 

July  platinum  (troy  oz) 

473.40 

1 

Futures  Index 

Value    3- 

mo  chg 

CRB  Index 

216.08 

1% 

Precious  metals 

251.81 

-7 

Grains 

183.91 

8 

Industrials 

203  90 

2 

Livestock  &  meats 

262.33 

3 

JUNE  EURO  FUTURES 

Interest  rate  hikes  by  the  European  Cen- 
tral Bank  haven't  helped  the  euro.  A 
June  2000  futures  contract  now  trades 
at  90  cents,  down  16%  since  June  1999. 

f       \.               Dollars  per  eun 

> 

1.00 

0  95 

Source:  Bridge  Commodity 

*^090 

Research  Bureau. 

Jan               Fib               Mar 

Apr 

May 
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See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 
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MUTUAL  FUND  SPECIAL  FOCUS 


Equity  funds  that  focus  on  dividend-paying  stocks  are  rarely  bull  market  stars  but  can  pr, 
vide  a  safe  haven  during  volatile  markets.  The  no-load  income  funds  below  have  an  averaj  j 
yield  of  3.2%— more  than  twice  that  of  the  S&P  500— and  a  three-month  total  return  of  3.3'  j 

TOTAL  RETURN7 


Fund 


American  Century  Equity  Income 


Hotchkis  &  Riley  Equity  Income 


Nicholas  Equity  Income 


USAA  Income  Stock 


Vanguard  Equity  Income 


Vantagepoint  Equity  Income 


3  years 


3  months 


Yield 


11.5% 


4.2% 


3.7% 


7.3 


3.8 


2.8 


2.5 


2.1 


3.8 


12.1 


3.4 


3.3 


12.5 


1.9 


2.9 


NA 


4.7 


2.6 


Assets  ($mil) 


$282 


84 


18 


2,018 


2,309 


429 


Through  May  4.  NA:  Not  available.  Sources:  Forbes:  Upper  Inc.:  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 

Currently  340  companies  are  registered  to  go  public,  but  the  $10.6  billion  initial  public 
offering  of  AT&T  Wireless  on  Apr.  26  didn't  do  much  to  help  an  already  jittery  new  issue 
market.  AT&T  Wireless  gained  only  8%  on  its  first  day  of  public  trading. 

ESTIMATED  OFFERING 

Company/business 

Share  price($)  Shares(mil)   Size(Smil) 

Sales  ($mi 

Centillium  Comm/broadband  semicond 

$18-20                4.0             $76 

$4 

iBeam  Broadcasting/streaming  media 

9-11              11.0             110 

5 

Nogatech/semiconductors 

12-16                3.5               49 

9 

ONI  Systems/optical  networking  equipment 

14-16                8.0             120 

3 

Pixelworks/broadband  semicond 

12-14                5.8              75 

19 

Sonus  Networks/telecomm  prods 

NA                   NA              NA 

0 

NA:  Not  available.  Source:  Renaissance  Capital/www.ipohome.com. 

"12  months,  p:  preliminary,  r:  revised.  Autos,  light  &  heavy  trucks,  includes  Imports.  Source:  Ward's  Automotive  Yearbook.  To 
single  &  multiple  family,  seasonally  unadjusted.  "Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  seasons 
adjusted.  'Percent  of  civilian  labor  force.  'Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 

ton't  expect  a  warm  welcome, 
bday's  customers  have  heard  it  all. 
tnd  seen  it  all.  So  how  do  you  grab 
leir  attention?  Inspire  brand  loyalty? 
lot  with  the  same  old  strategies, 
lut  with  a  radically  new  category 
f  company.  Impiric.  Where  the 
rt  and  science  of  marketing  meld 
i  fresh,  new  ways.  Where  you'll 
id  data,  techniques,  technologies 
nd  partnerships  that  don't  exist 
rtywhere  else.  Where  we  unleash 
ie  best  creative  minds  to  craft 
Dmmunications  that  open  doors, 
nd  keep  them  open.  Call  Valerie 
aylor  at  1  877-941-3001.  Or  try  our 
se  1 5-minute  Customer  Relationship 
lanagement  checkup  to  see  how 
3ur  company  stacks  up  today. 
jst  visit  www.impiric.com 
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Portfolio  Strategy  By  Kenneth  L.  Fisher 

What  to  Do  About  Tech 


Here  are  the  most  frequently  asked  questions  I'm  hearing 

lately,  with  answers: 

Q:  Should  I  buy,  sell  or  hold  tech  stocks? 

A:  Do  underweight  them.  Don't  get  out  completely.  But  first 
of  all,  understand  that  this  question  is  asked  so  often  that  it 
provides  its  own  answer.  When  tech  is  finally  right  for  the 
long  term,  almost  no  one  will  be  asking.  We  are  early  in  a  big 
sector  bubble  bursting  (see  my  Mar.  6  column  for  details).  A 
collapse  happens  in  stages,  not  all  at  once. 

The  first  stage  has  a  violent 
price  drop,  as  we  saw  in  April. 
Then  over  several  months  the 
sector  recovers  30%  to  50%  of 
its  losses,  and  is  quiet  for  a 
while.  So  everyone  thinks  the 
problem  is  over,  and  fools 
rush  back  in.  Then  comes  an- 
other down  spike — in  tech's 
case  led  by  companies  recendy 
taken  public  and  already  run- 
ning out  of  the  cash  they  raised.  This  plunge  is  often  less  vi- 
olent than  the  first  one;  again,  a  partial  recovery  follows. 

The  cycles  are  repeated  until  most  folks  who  had  loved 
the  sector  are  too  fatigued  to  continue.  They  can't  envision 
an  upside  anymore.  This  will  happen  for  tech,  maybe,  in 
2001.  When  people  won't  ask  about  tech,  it's  time  to  buy. 

Until  then,  be  underweight.  What  tech  you  do  own 
should  only  be  of  the  highest  quality.  If  you're  overweight  in 
tech,  use  the  recoveries  to  lighten  up. 

Q:  What  do  you  mean  by  "overweight"  and  "underweight"?  And 
what  do  you  mean  by  "quality"? 

A:  Always  manage  against  a  benchmark.  Underweight  means 
owning  less  than  the  benchmark's  share  of  a  sector.  Over- 
weight means  more.  For  most  investors  the  benchmark 
should  be  the  Morgan  Stanley  World  Index,  which  encom- 
passes both  U.S.  and  foreign  issues;  it's  now  24%  tech.  The 
all-U.S.  S&P  300  is  32%  tech.  The  non-U.S.  market,  measured 
by  Morgan's  Europe,  Australasia,  Far  East  Index  (EAFE),  is 
16%  tech. 

Quality  means  the  biggest  and  most  basic  companies.  In 
tech  this  means  stocks  like  Intel,  IBM,  Microsoft,  Cisco  and 
I  [ewiett-Packard  It  doesn't  mean  dot-coms.  Sectors  blow 
I  mm  the  bottom  up  in  a  process  called  sympathy  selling. 
tt  What's  that? 

A:  \s  a  sector  falls  out  of  fashion,  small,  garbage  issues  go 
fust.  Individuals  who  are  heavily  concentrated  in  tech  stocks 
and/or  own  them  on  margin,  or  in  funds  getting  redemp- 
tions, are  forced  to  sell  whatever  they  can  to  raise  cash.  Be- 


The  tech  bubble  is 

blowing.  But  just 

underweight  tech 

stocks.  Don't  exit 

them  entirely. 


cause  the  garbage  doesn't  fetch  much,  they  must  unloa< 
parts  of  their  big,  quality  holdings. 
Q:  But  if  you're  right,  why  own  any  tech? 
A:  Recall  this  important  portfolio  management  rule:  "Al 
ways  know  you  may  be  wrong."  With  only  15%  in  tech 
you  will  do  fine  if  you're  right  and  tech  tanks.  Yet  if  you'n 
wrong,  and  tech  soars  and  the  rest  of  your  portfolio  doe 
fine,  you  can  still  make  up  for  your  tech  error  via  you, 
portfolio's  other  85%.  But  if  you  own  no  tech  and  tecl 

soars,  it's  particularly  hard  t< 
make  up  for  that  lack  of  gooc 
performance. 

Q:  But  I  might  lose  money  witl 
tech,  right? 

A:  Only  if  you  are  right  tha 
tech  is  going  to  collapse 
You're  thinking;  "Maximizi 
return,  minimize  loss."  Tha 
doesn't  work  unless  you're  < 
genius,  meaning  you  don' 
need  advice  from  me.  The  way  to  maximize  long-term  re- 
turns is  to  forget  about  performance  in  the  short  term  anc 
figure  out  how  to  beat  your  benchmark's  performance  (set 
my  Jan.  10  column).  Tortoises  win,  not  hares. 
Q:  Why  is  the  Morgan  Stanley  World  Index  the  best  benchmarl 
for  most  investors? 

A:  Because  it  is  the  least  volatile  equity  choice.  All  correcth 
constructed  major  equity  indexes  will  have  almost  identica 
returns  over  the  next  30  years.  One  will  wax  while  anothei 
wanes,  but  over  such  a  long  time  span  they'll  come  ou! 
roughly  even.  The  World  Index  offers  the  smoothest  ridt 
during  that  30  years. 
Q:  What  are  a  few  good  World  Index  stocks? 
A:  Right  now  I  like  Netherlands-based  insurer  Aegon  N.V 
(71,  AEG,  www.aegon.com).  One  of  the  world's  top  ten  in- 
surers, it  nevertheless  is  far  cheaper  than  the  average,  anc 
grows  faster.  Its  well-known  U.S.  subsidiary  is  Transamerica 
Either  or  both  Australian  banks:  Westpac  Banking  (33 
WBK,  www.westpac.com.au)  and  Australia  &  New  Zealand 
Banking  Group  (35,  ANZ,  www.anz.com.au).  Both  pay  fai 
dividends. 

I  recommended  buying  Telecom  Italia  (144,  Tl 
www.telecomitalia.it)  at  93  last  Oct.  18.  It  still  has  room  tc 
run;  investors  don't  yet  fathom  its  power  in  30  countries  out- 
side Italy,  and  in  wireless  and  Internet  communications.   F 


□ 


Kenneth  L.  Fisher  (kenfisher@fi.com)  is  a  Woodside, 

Calif.-based  money  manager. 

Visit  his  forum  at  www.forbes.com/fisher. 
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$3  trillion  in  B2B  e-Business  transactions  by  2003; 

how  much  of  it  will  be  yours? 


Special  Report 


May  2000 


Leverage  the 
internet  and  level 
the  playing  field! 

Find  out  how 
midsize  companies 

can  take  on 

"large  company" 

personas  at 

WWW.FRONTSTEP.COM 
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ITAS  may  be  the  biggest  software  com- 

ly  you  never  heard  of. 
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in  the  B2B  e-commerce  market  is 
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VERITAS 


■USIMESS    WITHOUT   IKT(l«UFHOIf 


growth  has  brought  increased  competi- 
well  as  opportunity,  for  enterprises  of 
Maintaining  system  and  data  availability 
:r  been  more  important, 
elivering  on  its  promise  of  Business 
t  Interruption™,  VERITAS  (www.veri- 
)  has  become  the  leader  in  the  $6.6  bil- 
id  growing  -  storage  management  soft- 
irket. 

www.veritas.com  to  learn  more  about 
ipany's  high  performance  system  clus- 
Dlutions,  high  availability  data  solutions, 
i  performance  products,  storage  area 
cing,  and  extensive  distributed  and 
services. « 


Delivering  Service 
in  a  Wired  World 

Quintus  Helps  B2B  Clients 
Deliver  Quality  Customer  Service 


By  Alan  Anderson 

The  e-commerce  revolution 
has  dramatically  increased 
customer  expectations  for  serv- 
ice. Today's  customers  demand 
service  at  whatever  time  they 
choose,  through  whichever 
means  of  communication 
they  choose.  After  all,  the 
competition  is  always  just  a 
click  away. 

Savvy  organizations  are 
recognizing  that  this  new 
breed  of  customer  is  actu- 
ally showing  them  the  way 
to  gain  the  competitive 

Continued  on  page  4 


Alan  Anderson  is 
Chairman  and  CEO  of 
Quintus  Corporation.         <£ 
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:roStrategy  and  NCR  are  Transforming 
nsactions  into  Relationships  Using  the 
A/er  of  Intelligent  E-Business 


id  how  Western  Digital,  a  global  manufac- 
jrer  of  computer  hard  drives,  is  using 
Strategy's  Intelligent  E-Business  Platform  to 
NCR  Teradata  database  and  advance  the 


exchange  of  critical  information,  assure  product 
quality  and  boost  profits.  « 

See  pg.  3  for  details  on  how  MicroStrategy  and 
NCR  are  transforming  transactions  into  relationships. 
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Clans- 


Leadership  Conference  2000 


June  7-10,  \ 

Hyatt  Regency  Grand  Cyp 

Orlando,  Florida 


Make  The  Connection  In  Person  At  The  Clams  eC  Leadership  Conference  2000. 


Mi  el  face  to  face  with  industry  leaders  and  executives  from  around  the  world  for  a  one-of-a 
kind  exchange  of  information  about  B2B  e-commerce.  Take  advantage  of  senior-level  keynote 
presentations,  customer  and  partner  success  studies,  interactive  panel  discussions,  exposure 
to  cutting-edge  solutions,  new  business  opportunities,  and  meaningful  industry  networking. 

You'll  come  away  with  powerful  information  on  everything  from  corporate  procurement  and 
ling  networks  to  digital  marketplaces  Be  there,  and  see  how  to  maximize  the  advantages 
n  n  erce. 

The  power  is  in  the  connection.  Make  it  a  direct  connection  at  the  Clarus  eC  Leadership  Conference  2000. 

For  more  information,  visit  www.claruscorp.com  or  call  800-737-0050.  Outside  the  U.S.,  call  +1 770-291-8566. 


CLARUS 

The  Clear  Alternative  in  e-Commerc 
www.claruscorp.com 
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croStrategy  and  NCR: 
ansforming  Transactions  into 
Hationships  Using  the  Power 
Intelligent  E-Business 


cent  years,  businesses  have  shifted  from 
duct-centric  to  customer-centric  para- 
is.The  ability  to  store,  model  and  ana- 
formation  about  customers  has 
ed  as  a  key  differentiator. With  the 
of  the  World  Wide  Web,  this  shift  is 
lore  pronounced,  since  low  'switching 
for  the  user  put  customer  loyalty  at  a 
greater  premium  on  the  web.  In  this 
iment,  customer-centric  data  ware- 
g  and  Customer  Relationship 
ement  (CRM)  are  no  longer  just 
s — they  become  essential  for  growth 
rvival.  Additionally,  the  market  is  wit- 
>  the  wide  adoption  of  wireless  devices 
jltimedia  output  for  distributing  con- 
id  conducting  commerce. 
£se  trends  provide  the  perfect  oppor- 
for  NCR  and  MicroStrategy —  already 
ders  in  the  enterprise  data  warehous- 
)  Bl  space — to  leverage  their  existing 
ies  and  also  incorporate  new 
Strategy  technolo- 
licroStrategy  6)  to 
e  unmatched  e- 
ss  and  CRM  solutions, 
e  MicroStrategy/NCR  alliance  delivers 
st  e-business  solution  for  large  data 
ouses  and  theTeradata  platform.  As 
^rehousing  goes  mainstream,  and  one- 
i  marketing  becomes  reality,  a  large  cus- 
•centric  data  warehouse  shifts  from  a 
competitive  advantage  to  an  absolute 
ity  for  a  corporation.Additionally,  corn- 
will  have  to: 

ict  insight  from  the  data  warehouse; 
ibute  this  insight  via  web,  wireless, 
s,  and  email  environments;  and 
ide  security  and  peace  of  mind  by  shift- 
he  burden  of  extracting  and  distributing 
ht  from  man  to  machine, 
ese  are  the  strengths  that  lie  at  the 
if  MicroStrategy  Intelligence  Server™, 
i,  NCR's  Teradata  has  achieved  proven 
s  as  the  leading  scalable  database  plat- 
or  such  large,  industrial-strength  data 
ouses. 


The  Power  o<  KcfacntE-BoariLjj  ^y» 


MicroStrategy  and  NCR   technolo- 
gy let  Western  Digital  take  its  quali- 
ty assurance  needs  one  step  fur- 
ther by  tracking,  monitoring  and 
interpreting  more  than  1 ,000 
unique  hard  drive  attributes. 


Case  Study  —  Western  Digital 
Problem:  Western  Digital  needed  to  iden- 
tify and  isolate  product  issues  and  cut  costs  in 
its  manufacturing  cycle. 

Solution:  A  data  warehouse  reporting  and 
analysis  solution  based  on  MicroStrategy's 

Intelligent  E-Business  solu- 


tion running  against  an 
NCR's  Teradata  database 
capable  of  tracking  production  processes 
from  supplier  to  customer.  Western  Digital's 
use  of  MicroStrategy  Broadcaster™  enhances 
the  value  of  its  NCR  data  warehouse  by  gen- 
erating and  broadcasting  vital 
information  to  engineers, 
managers  and  executives. 


NCR 

Transforming  Transactions  into  Relationships 


Significant  cost 
savings,  better  relationships  with  suppliers  and 
increased  customer  satisfaction.To  assure 
overall  product  quality,  better  manage  its 
inventory,  and  satisfy  customers, Western 
Digital  deployed  a  MicroStrategy  Intelligent  E- 
Business  application  that  runs  against  an  NCR 
Teradata™  Active  Data  Warehouse. 

MicroStrategy/NCR  Technology 
Yield  Multi-Million  Dollar  ROI 

The  hard  drive  manufacturer  calls  its  innova- 
tive application  the  Quality  Information 
System  (QIS).  Doug  Durrant  director  for 


MicroStrategy/NCR  solution  could  save  mil- 
lions by  strengthening  supplier  relationships, 
improving  distribution  channels,  cutting  the 
frequency  of  returned  products  and  maintain- 
ing customers'  satisfaction. 

Western  Digital's  hard  drives  are  very 
complex,  making  detecting  and  correcting 
errors  a  challenge.  "With  MicroStrategy  tech- 
nology running  against  the  NCR  warehouse, 
our  QIS  identifies  and  isolates  potential  disk 
drive  issues,"  said  Durrant 

The  NCR  Teradata  relational  database  is 
stocked  with  information  on  suppliers,  cus- 
tomers and  shippers  for  each  individual  drive. 
MicroStrategy  Agent,  an  Intelligent  E-Business 
product  that  brings  integrated  query,  report- 
ing and  analysis  functions  to  end  users,  lets 
managers  pull  up  reports  on  suppliers,  cus- 
tomers and  shippers,  and  the  quality  of  mate- 
rial they  are  delivering. 

The  MicroStrategy/NCR  solution  lets 
Western  Digital  take  its  quality  assurance  one 
step  further.  MicroStrategy  Agent  tracks,  mon- 
itors and  interprets  more  than  1 ,000  unique 
hard  drive  attributes.They  are  recorded  and 
archived  in  a  one-terabyte  NCR  active  data 
warehouse  that  engineers  can  access  to  iso- 
late issues  and  pull  them  from  the  production 
line. 

Additionally, Western  Digital's  QIS  makes 
use  of  MicroStrategy  Broadcaster,  an  applica- 
tion enabling  automated  and  personalized  dis- 
tribution of  business-analysis  messages  via 
Web,  wireless  and  voice. 

Performance  and  flexibility  were  key  to 
Western  Digital.  'The  joint  solution  had  to 
have  the  power  and  flexibility  to  drill  down  to 
the  atomic  detail  very  efficiently 
while  supporting  an  ad  hoc  envi- 
ronment, which  is  why  we 
picked  NCR  and  MicroStrategy's 
complete  solutions. With 
MicroStrategy  and  NCR  we're  redefining 
quality  at  Western  Digital,"  concluded 
Durrant 

The  NCR/MicroStrategy  partnership  has 
created  a  "best  of  breed"  e-business  solution 
targeted  at  capturing  Global  2000  and  dot- 
com companies  in  the  financial,  travel,  and 
retail  markets.  NCR's  Teradata  Warehouse 
enables  businesses  to  leverage  detailed  data 
into  actionable  opportunities. « 

For  more  information,  please  visit 
MicroStrategy  at  www.mlcroitrategy.com. 

or  ncr  at  www.ncr.com- 
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Exceptional  Gifts  Just  a  Click  Away  @  DecorLine  com 
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Make  an  impression  with  WWW.DecorLine.com 


Online  Contests 
for  brands  like 

SEAMS'  '■ 

1   877. N5R. 9467 
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advantage.  Customer  service  is  still  the  key 
when  it  comes  to  attracting  and  keeping 
customers,  whether  they  are  businesses  or 
end-user  consumers.  However,  the  chal- 
lenge is  making 
sure  customers 
can  get  personal- 
ized service  in 
this  impersonal 

CD  TJTNTIJS     e'ectronic  world. 

That  is  also 
where  the  opportunity  lies  to  pull  ahead  of 
the  competition. 

This  means  pulling  together  all  the  ways 
a  customer  can  communicate — Web, 
email,  phone,  fax,  live  chat — in  a  way 
that  customer  service  agents  can 
proactively  deliver  service  and  conduct 
transactions  one-on-one,  in  real  time. 

Transactions  don't  take  place  over  just 
one  channel  anymore.  Customers  may  want 
to  telephone  to  talk  about  the  e-mail  they 


Excellent  customer  service 

is  the  key  to  standing  out 

when  the  competition  is 

only  a  click  away. 


sent  about  a  Web  order,  for  instance.  If  com- 
panies cannot  cope  technologically  with  this 
new  reality  and  make  all  the  information 
pertaining  to  that  transaction  and  that  cus- 
tomer instantly  available  to  agents,  they  will 
lose  out  to  companies  that  can. 

Using  integrated  software  like  the 
Quintus  eContact™  Suite  to  manage, 
track,  and  communicate  with  customers 
across  all  media  pathways  makes  a  critical 
difference.  Customers  get  the  flexibility  of 
doing  business  in  a  way  that's  most  conven- 
ient for  them,  and  companies  get  the  ability 
to  manage  customer  relationships,  across 
different  pathways  and  over  time.  « 

For  more  information  on  how  Quintus 
software  can  help  build  customer  rela- 
tionships, visit  www.quintus.com. 


Xandria.com:  A  Provocative 
Online  Business  Play 

By  Liz  Appleby 

Since  1 975, The  Xandria  Collection  has  sold  adult  sensual  enhancement  products  via 
order  catalogs.  Launched  in  l998.Xandria.com  was  created  by  Executive  VP  Amy 
Levinson  to  capture  the  nascent  online  market.  Multimillion-dollar  sales  have  revealed  a 
under-served  niche  of  adults  looking  for  quality  products  and  reliable  sexual  informatioi 
Revenue,  number  of  orders,  and  customers  have  increased  more  than  300  percent  anni 
"Xandria.com's  dual  formula  of  genuine  customer  care  and  the  best  in  sex  edi 
tion  is  a  winner,"  says  Advisory  Board  Director  Dr.  Sandor  Gardos. 

Xandria.com's  development  team  has  invested  in  the  best  hardware,  so 

ware,  and  connectivity  available,  including  advanced  features  to  ensure  users' 

complete  confidentiality.  Industry-standard  metrics  show  that  Xandria.con 

will  be  among  the  top  1 00  e-commerce  dot-coms  in  the  next  1 8  month 

Naturally,  Xandria.com's  success  hasn't  gone  unnoticed  in  nearby  Sil 

Valley. With  even  Playboy  Enterprises  on  the  verge  of  an  IPO,  it's  not! 

prising  that  a  profitable  e-business  with  solid  infrastructure  and  a  prer 

brand  is  drawing  heavy  interest.  "Mergers,  acquisitions,  business  develo| 

ment  deals-we're  talking  to  a  lot  of  people,"  muses  VP  Walt  Morton.  "W( 

going  to  own  this  market  because,  frankly,  we  satisfy  our  customers  like ; 

one  else  can."  « 

Corporate  Gifts  Take 
On  a  New  Look 

By  Sarah  Mead 

As  technology  has  raised  the  bar  for  information  and  resources,  today's  business  lea' 
ers  have  become  equally  discriminating — a  quality  image  has  never  been  more 
important.  eBags  Corporate  Solutions  is  meeting  that  market  demand  by  providing  a  co 
effective  alternative  for  purchasing  upscale  promotional  items. 

"We  needed  to  speak  to  the  sophistication  of  our  clients  and  stand  out  in  their  mind 
with  class,"  says  Shannon  Soqui  of  Donaldson,  Lufkin  &  Jenrette.  "These  briefcases  from 
eBags  were  something  they  could  be  proud  to  carry  long  after  the  conference.  eBags 
made  this  a  win-win  for  everybody!" 

As  important  as  a  good  image  is  to  the  recipient,  convenience,  price  and  service  are 
critical  to  the  person  ordering  corporate  gifts,  employee  incentives  and  rewards.  Intern* 
purchasing  provides  online  savings  and  selection  without  compromising  quality  and  taste 

"We  didn't  have  time  to  shop  around  and  negotiate  with  traditional  retailers,"  says 
Ralph  Kimball  of  Ralph  Kimball  Associates.  "We  were  thrilled  to  discover  how  easy  the 
process  was  at  eBags. The  service  eBags  provided  really  was 
unique — we  didn't  have  to  worry  about  the  details.  And  the 
quality  is  great  for  such  a  reasonable  price." 

An  upscale  image  doesn't  have  to  come  at  a  high  price, < 
and  eBags  Corporate  Solutions  can  prove  it.  For  tips  or  ^ 
advice  on  ordering  quality  promotional  items  online,  call 
I -800-308-470 1  or  visit  www.ebagscorporate.com.  « 
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will  you 
be  next? 


ome  companies  are  really  on  the  ball. 

POU/^A  Some  of  the  world's  most  forward-thinking  companies  have  discovered  the  speed,  reliability  and  scalability  of  the 

jk«3    WebEx  Interactive  Network.  They  have  transformed  their  websites  into  live  meeting  rooms,  humming  with  people 
>  Z^-i  ^  conducting  business  right  in  their  browsers,  without  any  hardware  or  software  changes.  Now  you  can  give  presenta- 

tions. Share  software  and  desktops.  Tour  the  Web.  Voice  and  video  conference.  All  in  real-time.  All  on  the  Web.  Talk  about  ROI. 
it  time  your  company  got  on  the  ball?  Visit  webex.com/HotOffer  or  call  1-877-50-WebEx  to  see  how  great  minds  meet  online. 


teat  minds  meet  online  at  webex.com 


:  and  the  WebEx  logo  are  trademarks  of  WebEx,  Inc.  ©2000  WebEx,  Inc.  All  rights  reserved, 
ler  names  and  logos  are  registered  trademarks  of  their  respective  owners. 
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iline  Sweepstakes 
£t  Big  Results 

>shua  Linkner,  CEO,  ePrize 

iline  sweepstakes  are  the  most  powerful  tool 
:oday  for  driving  traffic  and  encouraging 
users.A  big  exotic  prize  lures  visitors  and 
four  site  standout  from  the  pack. 
:ording  to  Jupiter  Communications,  online 
stakes  are  the  most  effective  tool  for  register- 
n  users.The  demographic  data  from  an  online 
form  helps  you  begin  an  online,  customized  dialog  with  users, 
is  the  value  of  building  a  long-term  online  relationship  with  a 
jstomer?  What  if  your  competitor  gets  there  first? 
tting  professional  help  is  crucial  for  an  online  sweepstakes  pro- 
Complications  can  include  legal,  fulfillment,  bonding,  registra- 
atabase  administration,  and  prize  verification.  A  great  idea  can 
le  a  pain-in-the-neck  or  a  legal  problem  unless  well  executed. 
e  bottom  line:  eSweepstakes  can  be  a  very  powerful  tool  in  your 
ting  arsenal  and  help  turbo-charge  your  website  results.  For 
info,  try  www.eprize.nec  877.837.7493  or  josh@eprize.net.  « 
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■  USINESS   WITHOUT   INTtmuKIOH' 


By  Mike  Wiebner 

Giving  advice  is  easy.  Heeding  your 
own  words,  however,  can  be  a  dif- 
ferent story. 

The  folks  at  VERITAS  have  taken  the  "practice  what  you  preach" 
mantra  to  a  whole  new  level.  To  better  support  its  customers,  sys- 
tems integrators  and  consultants,  they  turned  to  a  secret  weapon: 
VERITAS'S  own  product  line  and  internal  expertise. 

As  the  leader  in  the  $6.6  billion  storage  management  software 
market  the  company's  solutions  are  already  established  as  a  key  com- 
ponent of  the  IT  infrastructure  for  many  e-commerce  practitioners. 
Staying  in  front,  though,  means  pushing  the  boundaries.  VERITAS 
is  now  creating  e-commerce  capabilities  that  provide  a  direct  knowl- 
edge bridge  for  the  company's  partners  to  its  training  and  engineer- 
ing resources. This  effort  reflects  their  commitment  to  customer 
service  and  its  worldwide  channel  sales,  distribution  partners,  sys- 
tems integrators  and  professional  services  firms  that  architect,  imple- 
ment, and  operate  the 
To  learn  more  about  the  VERITAS  products         g2B  systems  for  their 
and  solutions,  visit  www.veritas.com.  clients.  « 


10p.org  Leads  Online 
Btailers  Into  New  Millennium 


Robert  L.  Smith,  Jr. 

ne  growing  popularity  of  the  Internet 
las  led  tens  of  millions  of  consumers 
gin  shopping  online.  In  fact,  North 
■ican  online  retail  sales  surpassed  $36 
i  in  1999.  Industry  research  firms  pre- 
hat  the  high  levels  of  consumer  satis- 
>n  will  generate  explosive  growth  as 
more  consumers  jump  on  the 
let  shopping  bandwagon, 
lis  growth  did  not  come  as  a  big  sur- 
to  the  group  of  for- 
-thinking  virtual  retail- 
lat  founded  Shop.org 
96.  Four  years  later, 
org  is  still  the  only 
association  focused 
sively  on  Internet 
ing.  Its  400-plus  mem- 
span  all  segments  of 
e  retailing,  including 

a/.  Ianstan.net 


virtual  retailers,  catalogers,  manufacturers 

and  companies  providing  services  and 

products  for  online  retailers. 

The  member  rolls  read  like 

a  virtual  who's  who  of  the 

online  world,  including  such 

companies  as  I  -800-Flowers, 

America  Online,  Barnesandnoble.com,  CBS 

SportsLine,  CDNow,  Eddie  Bauer,  eToys, 

Nordstrom  and  Travelocity. 

As  the  leading  voice  of  the  online  retail 

industry,  Shop.org  provides  cutting-edge 

research,  trend  tracking  and 
hands-on  solutions  for  mer- 
chants. Shop.org  and  its 
research  partner, The 
Boston  Consulting  Group, 
just  released  the  third  edi- 
tion of  its  landmark  report 
series,  "The  State  of  Online 
Retailing  3.0."  This  study 
provides  vital  market  infor- 

Special 


mation  and  performance  metrics  critical 
to  the  business  planning  process.  Very 
simply,  it  contains  the  most  detailed  per- 
formance data  available  in  the  industry, 
allowing  retailers  to  measure  their  online 
performance  and  how  that  compares  to 
their  peers. 

"The  State  of  Online 
Retailing  3.0"  includes  break- 
downs by  category  on  key 
areas  deemed  important  for 
driving  value  for  online  retailers,  including: 

>  revenue,  visitor,  and  order  growth  rates 

>  order  and  buyer  conversion  rates 

>  customer  acquisition  and  loyalty  metrics 

>  marketing  and  advertising  spending 

>  customer  service  costs  and  contacts  per 
order 

>  fulfillment  costs  and  effectiveness.  « 


Only  Shop.org  members  have  access  to 
this  groundbreaking  research.  To  learn 
how  you  can  get  a  copy,  and  about  other 
membership  benefits,  visit  www.shop.org. 
Or  call  Sherry  Syence,  Director  of 
Marketing,  at  30 1 .650.232 1 ,  ext.  224. 
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Where  does  3M  realize 
its  e-commerce  potential? 

VerticallMet's 
markets.  A 


A  leader  understands  the  needs  of  a  leader.  "3M  uses  VerticalNet  to  accelerate  our  reach  to 
new  channels  for  our  businesses,  while  supporting  our  existing  channels." 

VerticalNet  communities  are  industry-focused  digital  marketplaces,  where  buyers  and  sellers 
can  transact  e-commerce  easily. .through  powerful  services  like  interactive  catalogs,  exchanges 
and  auctions.  For  information  on  how  VerticalNet  can  optimize  your  company's  e-commerce 
potential,  contact  us  at:  eleader2@verticalnet.com  or  call:  1-877-435-5877. 


Leading   Business   to   E-Business 


www.verticalnet.com 
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VerticalNet®  Communi  < 


Communications 

digitalbroadcasting.com 

fiberopticsonline.com 

photonicsonline.com 

premisesnetworks.com 

rfglobalnet.com 

wirelessdesignonline.com 

wirelessnetworksonline.o 

Energy 

electricnet.com 

hydrocarbononline.com 

oilandgasonline.com 

poweronline.com 

Environment/Utilities 

pollutiononline.com 

publicworks.com 

safetyonline.com 

solidwaste.com 

wateronline.com 

Financial  Service 
propertyandcasualty.com 

Food  &  Packaging 

bakeryonline.com 

beverageonline.com 

dairynetwork.com 

foodingredientsonline.coi 

foodonline.com 

meatandpoultryonline.co 

packagingnetwork.com 

Foodservice/Hospitality 

e-hospitality.com 

foodservicecentral.com 

Healthcare 

e-dental.com 

homehealthprovider.com 

hospitalnetwork.com 

longtermcareprovider.com 

nurses.com 

High  Tech 

electronicengineering.con; 
embeddedtechnology.con! 
medicaldesignonline.com  | 
semiconductoronline.com 
testandmeasurement.com 

Industrial 
econline.com 

Manufacturing-Discrete 

aerospaceonline.com 

autocentral.com 

machinetoolsonline.com 

metrologyworld.com 

plantautomation.com 

surfacefinishing.com 

toolingonline.com 

Manufacturing-Process 

adhesivesandsealants.com 

chemicalonline.com 

pharmaceuticalonline.corr 

pulpandpaperonline.com 

textileweb.com 

Public  Sector 
govcon.com 

Science 

bioresearchonline.com 

drugdiscoveryonline.com 

laboratorynetwork.com 

labx.com 

Services 

hrhub.com 
logisticsonline.com 

D430SC 
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Stock  Trends  By  Robert  S.  Salomon  Jr. 

The  Schizo  Market 


IT 


F  YOU  WANT  A  GOOD  PICTURE  OF  THE  STOCK  MARKET 
lately,  think  of  a  person  with  a  hand  in  a  bucket  of  ice 
water  and  a  hand  in  a  bucket  of  boiling  water.  On  av- 
erage, he's  at  a  comfortable  temperature.  The  Dow 
Jones  industrial  average  and  the  Nasdaq  often  move  in 
posite  directions  on  a  given  day.  Old  established  stocks 
jp  and  look  cheap,  while  new  tech  stocks  soar  and  look 
h.  Then  the  old  ones  move  up  while  the  new  ones  move 
wn.  (Occasionally,  for  example  on  Apr.  14,  they  move 
ilently  in  unison. )  This  split  ^H^HHBSHHHI 

rsonality  is  likely  to  persist, 
ce  the  forces  at  work  won't 
;ily  dissipate  anytime  soon. 
The  head-spinning  volatil- 
that  investors  have  suffered 
dy  will  remain  common  to         K  ^ 

th  kinds  of  stocks.  But  the  ||b.  I 

)re  mature  companies  have 
;cial  negatives  to  contend  9 
th.  A  big  one  is  rising  costs 
raw  materials,  notably  oil  and  its  derivatives. 
The  newer  companies  have  their  own  set  of  worries, 
:h  as  keeping  pace  with  ever-escalating  technological 
inge.  What's  more,  they  must  fret  about  being  merged 
t  of  existence  during  the  gathering  tech  consolidation 
ve  now  beginning  to  hit  telecommunications,  cable,  en- 
tainment  and  the  Internet. 

The  best  way  to  approach  this  schizophrenic  market  is 
have  positions  in  both  worlds,  in  industries  whose 
aspects  are  the  brightest. 

Among  older  companies,  you  should  have  a  significant 
ighting  in  financial  services.  This  group  is  cheap,  and 
o  will  benefit  prominentiy  once  the  Fed  eases  up.  As  gross 
mestic  product  growth  slows,  rates  will  come  down.  For 
i  new  companies,  telecom  is  the  obvious  play:  The  pro- 
ted  growth  for  cell  phones,  for  example,  is  daunting. 
Then,  there  are  a  few  merger  deals  between  upstarts  and 
ablished  companies  that  should  successfully  bridge  both 
rids.  I  refer  to  them  as  crossover  stocks. 
Your  established  stocks  should  be  American  Express 
4,  AXP),  Citigroup  (58,  C)  and  Morgan  Stanley  Dean  Wit- 
(72,  MWD).  These  are  the  best  managed  and  the  best 
lated  in  the  financial  realm. 

Among  other  financial  service  providers,  you  find  a 
rring  of  differences.  My  three  companies,  though,  still 
'e  distinct  identities.  American  Express  is  principally 
)wn  for  travel  and  related  services,  Citigroup  for  com- 
rcial  banking «and  Morgan  Stanley  for  investment 


The  seesawing  of 

tech  and  nontech 

stocks  suggests 

you  invest  in  both 

camps. 


banking  and  brokerage. 

They  have  each  veered  somewhat  from  their  original 
missions.  Citi,  for  instance,  underwrites  stock  through  Sal- 
omon Smith  Barney  and  sells  insurance  through  Travelers. 
Still,  this  diversity  hasn't  diluted  their  core  strengths.  Each 
one  trades  with  its  peers  in  its  primary  area — Citi  with 
other  commercial  banks,  and  so  forth. 

Newer  stocks  that  look  particularly  attractive  to  me 
include  L.M.  Ericsson  ADR  (89,  ERICY),  Lucent  (60,  LU) 

and  Vodafone-Airtouch  ADR 
(43,  VOD).  All  three  are 
deeply  involved  in  the  bur- 
geoning world  of  wireless 
communications. 

Ericsson  is  a  leader  in  the 
manufacture  and  design  of 
mobile  telecom  products  and 
systems.  Lucent  has  an- 
nounced the  spinoff  of  its 
slow-growth  enterprise  busi- 
nesses (office  PBXs  and  so  on),  so  that  it  can  concentrate 
on  the  faster-growing  segments  of  the  carrier  equipment 
market,  where  its  position  is  strong.  Vodafone  is  the 
largest  player  internationally  in  cellular  and  paging  ser- 
vices, along  with  personal  communication  systems. 

Crossover  opportunities  that  look  attractive  are  Amer- 
ica Online/Time  Warner  and  Cable  &  Wireless  HKT/Pacific 
Century  CyberWorks.  AOL,  the  online  giant,  will  reap  great 
benefits  from  Time  Warner's  massive  content,  as  well  as  its 
vast  cable  presence.  CyberWorks,  a  Hong  Kong  Internet 
and  multimedia  startup,  is  buying  out  the  54%  interest  that 
Britain's  Cable  8c  Wireless  owns  in  HKT,  Hong  Kong's  for- 
mer phone  monopoly.  That  will  give  CyberWorks  broad- 
band access  to  Asian  homes. 

In  both  cases  the  better  way  to  buy  into  the  merged 
companies  is  through  the  one  being  acquired — Time 
Warner  (84,  TWX)  and  Cable  &  Wireless  HKT  ADR  (24,  HKT). 
Yes,  this  spring's  painful  selloff  has  dropped  prices  for  the 
acquirers'  stock,  which  is  the  currency  in  the  deals.  And 
HKT  may  end  up  in  the  arms  of  another  acquirer.  Yes,  merg- 
ers between  old  and  new  initially  cause  their  stocks  to  sag 
anyway  because  these  unions  tend  to  confuse  investors. 
There  can  be  a  hiatus  in  analyst  coverage  as  Wall  Street  sorts 
out  how  to  research  the  new  entity.  But  odds  are  these 
mergers  will  go  through  and  produce  significant  long-term 
rewards.  F 


Robert  S.  Salomon  Jr.  is  principal  and  cofonnder  of  Stamford,  Conn.  - 
based  STI  Management.  Research  analyst:  Deborah  H.  Tarasow. 
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Market  Trends  By  Martin  Sosnoff 

Four  Aging  Samurai 


A  QUARTET  OF  STORIED  INVESTMENT  NAMES  HAS 
had  troubles  lately:  Warren  Buffett,  Laurence 
Tisch,  Julian  Robertson  and  George  Soros.  A  sign 
of  a  great  money  manager  is  to  know  when  to 
walk  away  from  the  game.  Robert  Wilson,  one  of 
the  great  hedge  fund  operators  in  the  1970s,  vowed  he'd 
leave  if  he  ever  underperformed  the  S&P  500  index  two  years 
in  a  row.  When  this  happened,  Wilson  closed  his  doors. 

All  of  us  in  our  60s  who  manage  money  keep  posing  the 
same  questions  to  ourselves. 
Are  we  too  old  for  the  busi- 
ness? Can  we  deal  with  newly 
emerging  sectors  like  biotech- 
nology, the  Internet,  wireless 
telephony?  Continuous  devel- 
opment for  a  money  manager 
is  everything.  And  last  year's 
wonderful  batting  average  is 
history. 

Buffett,  Tisch,  Robertson 
and  Soros  have  all  seen  their  65th  birthdays  and  belong  in 
the  money  management  hall  of  fame.  While  the  market  has 
hurt  all  four  recendy,  it  has  damaged  Robertson  and  Soros 
the  most.  Robertson  is  retiring;  Soros  is  scaling  back.  The 
reason  is  that,  unlike  Buffett  and  Tisch,  they  didn't  stick  to 
core  principles.  Advancing  age  can  make  you  inflexible,  yet  it 
also  should  give  you  the  wisdom  to  stay  with  what  works. 

And  what  works — as  Robertson  and  Soros  perhaps  for- 
got— is  old-fashioned  securities  analysis.  You  can  fault  Buf- 
tett  and  Tisch  for  avoiding  high-tech  issues.  You  can  say  Buf- 
fett  is  too  headstrong  for  sticking  with  underperforming 
companies  like  Gillette  and  Coca-Cola.  You  can  dismiss 
Tisch's  collection  of  out-of-favor  assets  (tobacco,  insurance, 
oil  drilling).  The  shares  of  Buffett's  Berkshire  Hathaway  and 
Tisch's  Loews  are  down  considerably. 

Still,  Buffett  and  Tisch  are  sound  value  players,  a  disci- 
pline they  never  deserted,  no  matter  what  occurred.  And  de- 
spite the  investing  public's  disaffection  for  their  kind  of 
stocks,  their  portfolios  remain  solid. 

Buffett  owns  major  American  brands  that  should  right 
themselves.  Besides,  vou  (.ant  blame  Buffett  for  hanging  on: 
As  beaten  up  as  his  stocks  are,  he  bought  them  long  ago  and 
would  face  a  painful  capital  gains  hit  by  trading  out  of  them 
at  this  point. 

Unlike  Berkshire,  Loews  doesn't  sell  at  a  premium  to 
book  value,  but  Tisch's  company  boasts  a  strong  balance 
sheet.  He  has  the  cash  to  bin  back  shares.  And  rebounds 
should  come  in  insurance  pricing  and  drilling  activity.  Plus, 


There's  a  reason 
that  Robertson 
and  Soros  were 
hurt  worse  than 
Buffett  and  Tisch. 


Loews'  Lorillard  Tobacco  is  doing  well,  even  with  the  tc 
bacco  litigation.  Tisch  bought  Lorillard  two  decades  ago  fc 
$400  million.  Lorillard  last  year  earned  $400  million. 

Back  to  Robertson  and  Soros.  Soros  took  macro  invest 
ing  one  bridge  too  far.  Although  nobody  has  more  courag 
than  George,  the  unpleasant  fact  remains  that  huge  bets  o 
foreign  currencies  always  were  and  still  are  a  chancy  gam' 
Technology  has  made  things  like  spotting  anomalies  in  e? 
change  rates  no  longer  the  exclusive  preserve  of  hedge  furn 

operators. 

So  Soros  and  his  liei 
tenants  turned  to  hot  Ne 
Economy  stocks  but  suffere 
from  too  little  hands-o 
analysis  of  individual  prope 
ties.  That  set  him  up  for  tl 
April  wipeout. 

Robertson,  once  a  fir 
value  investor,  ended  up  f; 
voring  stocks  with  poor  ft, 
tures.  Why  would  anyone  except  an  eccentric  Howai 
Hughes  want  to  own  an  airline,  especially  USAirways?  Xt 
(container  leasing),  Gtech  (lottery  management)  ar 
Sonoco  Products  (paper  products)  aren't  suitable  for  a  hu; 
fund's  concentrated  bets.  How  do  you  get  rid  of  stuff  lil 
this  when  your  partners  want  to  cash  out? 

When  Robertson  announced  his  departure,  the  press 
onized  him  as  a  fallen  hero  of  value  investing.  His  value  oi 
entation,  though,  wasn't  so  simon-pure.  His  Tiger  portfol' 
included  many  high-tech  names  like  Microsoft,  Intel,  Tex 
Instruments,  Intuit,  Lucent  and  Motorola.  This  shows  e\ 
dence  of  some  strategic  confusion. 

Certainly,  nobody  on  Wall  Street  has  a  monopoly  ( 
brains.  The  market  is  a  great  humbler.  My  last  column  re 
ommended  such  decently  priced  tech  stocks  as  Comput 
Associates,  Apple,  Nextel,  National  Semiconductor  and  \ 
crosoft.  The  market  crushed  Microsoft  and  bruised  the  re 
Stick  widi  them,  though. 

Meanwhile,  there  are  plenty  of  good  low-tech  stocks  th 
a  Buffett  or  a  Tisch  could  appreciate.  With  oil  prices  rij 
about  to  tank,  these  drilling  service  outfits  look  goo 
TransOcean  Sedco  Forex  (49,  RIG),  R&B  Falcon  (20,  FLC)  aij 
Santa  Fe  International  (35,  SDC).  In  insurance,  the  Bermu 
companies  XL  Capital  (50,  XL)  and  Ace  (25,  ACL;  see  story, 
90)  are  value  plays  at  ten  times  earnings  at  the  bottom 
their  underwriting  cycle. 

Martin  Sosnoff  is  thief  investment  officer  of  Atalanta/Sosnoff  Capital  I 
\(  ii  York  and  author  o/Silent  Investor,  Silent  Loser. 
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Qualify  for  1T66 

online  trading 


American  Express  Brokerage -a 
new  standard  in  online  brokerage. 

As  an  American  Express  Brokerage  customer, 
you  can  qualify  for  FREE  ONLINE  TRADING. 
Customers  with  account  assets  of  $25K  buy 
stocks  online  for  free.  Customers  with  $100K 
in  account  assets  buy  and  sell  stocks  online 
for  free*  Apply  online  now  and  you  could  be 
trading  in  minutes.  Plus,  you  can  take  advan- 
tage of  our  powerful  online  planning  tools, 
professional  research  and  exceptional  customer 
service  around  the  clock.  And  you  have  the 
option  of  meeting  with  our  skilled  financial 
advisors  in  person.  It's  all  available  from 
American  Express,  the  financial  leader  that 
can  help  you  do  more  with  your  investments. 


mline  trading        advice  &  planning        online  banking         1-800-297-8004  americanexpress.COm/trade 

1_ i i 

Jp  to  3,000  shares  per  trade.  Trades  of  more  than  3,000  shares  are  $0.03/share.  Free  online  stock  buys  and  sells  with  $100,000  or  more  in  account  assets.  Sells 
if  stocks  bought  on  the  same  day  are  $14.95.  Free  online  stock  buys  with  $25,000  or  more  in  account  assets  (sells  are  just  $14.95).  Online  stock  trades  cost 
■14.95  at  lower  asset  levels.  Assets  defined  as  cash,  money  market  funds,  mutual  funds,  stocks,  and  bonds  held  in  your  American  Express  Brokerage  account, 
/larket  volume  and  volatility  may  cause  delays  in  system  access  and  trade  execution.  Investments  are  not  insured  by  the  FDIC,  are  not  deposits  or  obligations  of  or 
luaranteed  by  a  financial  institution,  involve  investment  risks  including  possible  loss  of  principal.  All  deposit  products  and  services  are  offered  by  American  Express 
'•enturion  Bank,  a  federally  insured  financial  institution.  American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American  Express  Company 
separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2000  American  Express  Financial  Cornoration^lUiohtsreserveo. 
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Dr.  Bensen's  Magnificent 
HyinglMachine 

adventureI  Maybe  you  remember  the  hokey  ads  from  Popular  Mechanics.  Guess  what? 
Gyrocopters  are  still  around,  and  they're  more  fun  for  the  buck  than  you  can  imagine. 


BY  ALAN  FARNHAM 

IGOR  BENSEN,  FATHER  OF  THE  GYROCOPTER,  DIED  IN 
February  of  Parkinson's  disease,  at  the  age  of  82.  He 
didn't  get  a  big  obit,  but  if  you  read  Popular  Science  or 
Popular  Mechanics  in  the  1950s  and  1960s,  you  proba- 
bly need  no  reminder  of  who  he  was.  The  gyrocopter 
ads  from  Dr.  Bensen — actually  a  doctor  of  divinity  (hon- 
orary)— running  right  alongside  the  ads  for  dynamite  fuses, 
squirrel  traps  and  one-man  subs,  were  pure  candy  in  the  diet 
of  a  young  boy's  imagination. 

Hie  ads  showed  a  happy-looking  man — Bensen  himself — 
flying  a  contraption  that  looked  like  (and  pretty  much  was)  an 
aluminum  lawn  chair  bolted  underneath  a  whirling  helicopter 
blade.  It  had  no  windshield,  no  cockpit.  The  pilot  sat  figura- 
tively naked,  hugging  his  controls  and  staring  gamely  upward 
as  what  appeared  to  be  a  go-cart  engine  propelled  him  into 
God's  good  sky. 

According  to  the  ad,  you  could  build  a  Bensen  Gyrocopter 
("the  flying  fliwer  of  the  air")  in  a  weekend  or  two  using  or- 
dinary tools,  teach  yourself  to  fly  and  lift  off  from  your  own 
backyard  The  pitch  proved  irresistible — not  just  to  kids  but 
to  adults,  too.  Bensen  ultimately  sold  some  10,000  of  the  lit- 
tle machines.  You  could  buy  plans  for  $30;  or,  for  $1,795,  you 
COUld  get  a  kit. 

The  good  news  is:  You  still  can,  and  for  not  much  more 
than  what  you  would  have  spent  in  1965.  Though  Bensen  Air- 
craft closed  its  doors  in  1989,  the  gyrocopter  itself  whirls  on. 
li  is  available  in  mote  than  50  different  models  produced  by 
7  manufacture]  s.  Best  oi  all,  gyros  are  every  bit  as  much  fun 


to  fly  as  you,  at  age  12,  imagined  they  might  be. 

For  the  uninitiated,  gyrocopters  (also  known  as  autogyrcj 
gyroplanes  or  just  plain  gyros)  are  a  predecessor  of  the  he), 
copter,  which  they  superficially  resemble.  Unlike  helicopteijl 
however,  a  gyro  is  mechanically  simple.  No  power  is  tran: 
mitted  to  its  overhead  blade,  which  pinwheels  freely  like, 
child's  whirligig.  Engine  power  is  instead  transmitted  to; 
pusher  (or  sometimes  puller)  prop,  which  drives  the  machii 
forward.  As  the  gyro  gains  speed  going  down  the  runway,  L 
creased  airflow  through  the  top  rotor  causes  it  to  spin,  crea 
ing  lift.  After  a  breathtakingly  short  taxi  run,  you're  airborr! 

In  the  hands  of  properly  trained  pilots,  gyros  are  easy  to  1. 
and  highly  maneuverable,  capable  of  sharp  turns  and  neat 
vertical  climbs  and  descents.  (To  see  just  how  maneuverab; 
rent  the  007  movie  You  Only  Live  Twice,  which  features  Jam 
Bond  flying  a  stylish  British  gyro  called  Little  Nellie.)  Unli, 
airplanes,  gyros  can  slow  their  forward  airspeed  to  zero  ai| 
still  remain  controllable  (in  aviation-speak,  they  can't  stall 

In  the  event  of  engine  failure,  they  can  glide  to  safe  ai 
gentle  landings.  And,  thanks  to  their  intrinsic  stability,  th 
can  be  flown  in  choppy  weather  that  would  ground  other  itt 
bitty  aircraft.  Just  as  Dr.  Bensen's  ads  promised,  a  gyro  can 
flown  to  and  from  "unimproved"  areas — including  your  ov 
yard  or  a  freshly  plowed  cornfield.  Given  favorable  cone 
tions,  you  can  land  or  take  off  in  the  space  of  a  tennis  coui 

Down  deep,  the  gyro  pilot  is  less  a  daredevil  than  an  a< 
ial  boulevardier,  pausing  to  peer  admiringly  at  the  plane 
curiosities — an  old  barn,  a  riverbed,  an  attractive  sunbather 
as  he  hovers  gendy  overhead. 


i)      u      i. 


\  t  ,.     in     mnn 


Being  mechanically  simple,  gyros  are  also  cheap.  Ridicu- 
usly  cheap.  You  can  get  one  new  for  as  little  as  $6,000.  Even 
ie  most  expensive  models  seldom  cost  more  than  $20,000, 
hich  is  the  starting  price  for  a  stripped-down  helicopter. 

If  gyros  are  so  swell,  how  come  the  skies  aren't  black 
ith  them? 

Several  reasons:  First,  they  have  a  somewhat  checkered 
ist.  "Teach  yourself  to  fly"  was  Dr.  Bensen's  rallying  cry;  and, 
ihappily  for  the  gyro's  safety  record,  many  people  did  exactly 
lat.  Crashes  resulted.  The  1980s,  however,  saw  the  advent  of 
w-person  trainer  gyros,  and  a  new  generation  of  profes- 
onally  instructed  pilots  has  since  done  a  far  better  job  of 
'oiding  mishaps..  Instruction  costs  around  $120  an  hour.  A 
.'rson  with  no  previous  flight  experience  should  figure  on 
:tting  15  or  more  hours.  (For  a  comprehensive  view  of  avail- 
)le  models,  prices  and  instructors,  visit  the  Popular  Rotor- 
aft  Association  at  www.pra.org.) 

Second,  gyros  have  a  fairly  limited  range — 60  to  100  miles 
:tween  fuelings.  On  top  of  that,  they're  noisy.  A  gaggle  of  them 
rborne  sounds  like  a  swarm  of  lawnmower-size  bees.  Then 
ere  is  their  goofy  appearance.  Tooling  around  in  one  comes 
/fully  close  to  wearing  a  T  shirt  reading  "I  am  a  doofus." 

Last — and  certainly  not  least — women  tend  to  view  them 
irily,  the  way  cobras  eye  mongooses.  The  words  "Oh,  no 

u  don't,  buster,"  come  instinctively  to  the  lips  of  many  a 

fe  once  she  catches  her  husband  inching  toward  one.  But 
lat's  a  man's  middle  age  for,  if  not  for  realizing  childhood 
earns  that  irritate  others  and  make  him  look  more  than  a 
tie  stupid?  F 


"Bensen  Days" 
Are  Here  Again 

The  best  way  to  encounter  your  first  gyrocopter  is  at  a  gyro  fly-in. 
These  events  are  held  periodically  around  the  country  and  are  a 
great  way  to  fraternize  with  owners,  go  for  rides  and  generally  see 
if  gyroing  really  is  for  you.  The  two  biggest  annual  events  are  Men- 
tone  (set  for  July  19-23  in  Mentone,  Ind.)  and  Bensen  Days,  the 
most  recent  of  which  we  attended  last  month  in  Wauchula,  Fla. 

Now  this  is  some  kind  of  fun.  We  flew  in  a  variety  of  machines, 
including  a  spiffy  little  Italian  import  called  a  Magni  ("the  Ferrari  of 
gyrocopters")  and  a  U.S.-made  Dominator.  We  also  took  a  lesson 
with  flight  instructor  Steve  McGowan  (5,000  hours  of  experience) 
that  left  us  dazed  but  exhilarated— and  favorably  impressed. 

The  unquestioned  belle-of-the-ball  at  Bensen  Days  was  Bill 
Clem— a  Colorado  physician  who  had  flown  his  yellow  Dominator  all 
the  way  from  Denver  to  central  Florida,  most  of  the  way  (according 
to  him)  at  an  altitude  of  20  feet.  Clem  also  holds  the  world  altitude 
record  for  open-cockpit  gyros  (24,463  feet).  "You  don't  so  much  fly 
one  of  these  as  strap  it  on,"  said  Clem  affably,  patting  his  specially 
modified  machine.  "There's  a  taste  of  Orville  and  Wilbur  in  it.  When 
you  put  the  nose  up  and  put  the  coal  to  her,  you're  alive.  You're  just 
alive."  After  our  own  flight,  we  knew  what  he  meant. 

If  you're  interested  in  picking  up  a  gyrocopter  of  your  own, 
here  are  a  few  choices. 

MAGNI  GYRO,  ITALY:  Magni  is 
the  largest  manufacturer  in  Eu- 
rope. Models  currently  available 
in  the  U.S.  include  the  single- 
seat  M-18  Spartan  ($14,100). 
Visit  www.magnigyro.com  or 
phone  573-883-3541. 

ROTOR  FLIGHT  DYNAMICS,  FLORIDA:  RFD's  designs,  available  in 
either  single-  or  two-seat  configurations,  stand  unusually  high  off 
the  ground  and  sport  the  company's  signature  "tall-tail"  rudder. 
Prices  on  request.  Go  to  www.rotorcraft.com/dominator  or  phone 
813-634-3370. 

KEN  BROCK  MANUFACTURING,  CALIFORNIA:  Brock  worked 
for  many  years  as  a  Bensen  dealer,  and  his  KB-2  and  KB-3  de- 
signs ($12,500  each)  look  very  much  like  Dr.  B's  original.  Phone 
714-898-4366. 

AIR  COMMAND  INTERNATIONAL,  TEXAS:  ACI,  the  largest  gyro- 
maker  in  the  U.S.,  sells  models 
ranging  in  price  from  its  sin- 
gle-seat 447  ($9,875)  to  its 
two-seat  582,  which  allows 
you  to  sit  in  tandem  ($16,310) 
or  side  by  side  ($15,130).  Visit 
www.aircommand.com  or  call 
903-527-3335.  -A.F. 
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These  "Woodbridge  Figures,"  purchased  for  $100,000,  typify  anonymous  art's  virtues:  wild,  wacky  and  the  weirder  the  better. 

How  Much  Is  That 
Tchotchke  in  the  Window? 


collectingI  The  latest  rage  tosses  out 
such  long-standing  guidelines  as  provenance 
and  tradition.  Buy  on  whimsy. 

BY  BARBARA  POLLACK 

WHAT  WOULD  YOU  PAY  FOR  A  WORK  OF  ART 
if  the  dealer  couldn't  tell  you  who  made  it,  when 
n  was  made  or  where  it  came  from?  Five  bucks? 
Fifty?  Maybe,  if  you  really  liked  it,  you  might  spring  for  $500. 

"We  just  sold  a  Lodge  Hall  figure  yesterday  for  $35,000," 
gloats  Roger  Ricco,  owner  of  New  York's  Ricco  Maresca 
( rallery.  1  low  did  Ricco  come  to  put  a  $35,000  price  tag  on 
this  3-foot-tal]  wooden  woman  holding  a  globe?  "It's  wacky 
And  wonderful  with  no  conceivable  practical  purpose,"  says 
Ricco  exuberantly. 

In  the  collecting  business,  they're  calling  this  anonymous 
art,  which  is  itself  a  kind  of  subgenre  of  outsider  art.  Outsider 
art,  in  vogue  for  the  last  ten  or  so  years,  glorified  the  handi- 
work of  "geniuses"  like  Thornton  I  Hal  and  Bill  Traylor,  self- 
taught  artists  whose  vigor  compensates  for  their  lack  of  tech- 
nique— or  so  the  argument  in  their  favor  goes. 

Anonymous  art  takes  the  whole  idea  one  step  further,  glo- 
i  living  the  artifact  when  there  isn't  even  a  record  of  its  un- 
schooled creator.  Ricco  Maresca's  "Lodge  Hall 
Woman" --the  name  refers  to  the  men's  fraternal  lodge 
it  was  found  in — embodies  everything  "anonymous" 
collectors  want:  a  direct,  expressive  quality,  an  elegant 
tie,  classic  American   conograph)  and,  most  of  all,  a 


$4,500  for 

this  Stick 

Dog  Bob 

cane?  I'll 

take  it! 


fetishistic  feature.  "The  breasts  slide  out  like  little  drawers 

says  Ricco.  "Someone  went  to  a  lot  of  trouble  to  make  these  ft 

God-knows-what  reason.  But  the  design  remains  a  mystery. 

Price  is  very  much  a  function  of  demand.  Once  the  Va 

Goghs  are  all  gone,  would-be  collectors  need  fresh  suppli 

of  new  stuff  to  feed  the  current  boom-time  buying  frenz 

It's  just  that  "wacky  and  wonderful"  as  hallmarks  of  vah 

deflect  a  multitude  of  reasonable  questions  that  collecto 

would  do  well  to  keep  in  mind.  "Caveat  emptor  art"  mig 

be  an  equally  apt  label  for  the  genre. 

Rather  than  hawking  the  time-honored  indicia  for  qua 

ity — authorship,  tradition  and  provenance — dealers  have 

new  spiel:  unknown,  unappreciated  and  idiosyncratic! 

Aarne  Anton  of  American  Primitive  Gallery  in  Ne 

York's  Soho  recently  displayed  a  series  of  12  tree  branch* 

carved  with  surrealistic  grapevines  bearing  human  heac 

along  with  fruit  All  that  is  known  about  the  carver  is  that  1 

lived  in  New  York's  Mohawk  Valley  in  the  late  19th  centui 

In  this  case,  though,  the  dealer  can  somewhat  justify  t 

$  1 5,000  asking  price  for  the  complete  set.  First,  the  sculptui 

came  from  the  collection  of  Raymond  Saroff  and  the  la 

Howard  Rose,  dealer  and  author  of  Unexpected  Eloquen 

The  Art  of  American  Folk  Art  (Saroff  Editions,  1990).  Secor 

other  tree  branches  by  the  same  artisan  are  in  the  Smit 

sonian  Institution. 

The  current  market  for  anonymous  art  originat 
with  the  discovery  of  the  so-called  Woodbridge  figui 
in  1984.  The  collection  of  100-plus  erotic  figurines 
none  taller  than  6  inches,  each  equipped  with  lurid  ge 


\\  WRITE  OUTSIDE  THE  MARGINS. 


Introducing  Morph,"  the  new  pen  from  Cross:  It  actually  transforms 
itself  to  provide  unmatched  writing  comfort.  Just  twist  the  dial  at 
the    pen's    center    and    it    expands    or    contracts    for   the    feel    you    want. 

for  an   even  closer  look,    WWW.  CTOSS-COfTl    lifetime   mechanical   guarantee    i«p,i.9m  a  t  C/oj.  con,„»,t  2000 
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italia — was  found  in  a  New  Jer- 
sey barn  during  the  construction 
of  the  Woodbridge  mall.  Roger 
Ricco  paid  several  thousand  dol- 
lars for  the  set. 

Through  extensive  research, 
Ricco  found  that  the  Wood- 
bridge  figures  were  made  be- 
tween 1920  and  1940,  probably 
by  a  religious  cult  for  ritualistic 
purposes.  Today  they  are  con- 
sidered classic  examples  of 
American  primitivism.  Collec- 
tors Gael  and  Michael  Mendel- 
sohn paid  less  than  $100,000 
for  50  Woodbridge  figures 
eight  years   ago.  They  say 
they've  recently  turned  down 
offers  of  $250,000. 

The  Mendelsohns  started 
out  collecting  Americana — 
Gael  Mendelsohn  got  a  mas- 
ter's in  American  folk  art  from 
New  York  University,  but  is 
now  focusing  on  anonymous 
art.  They  consider  one  of  the 
stars  of  their  100  pieces  to  be  a 
19th-century  articulated  man- 
nequin— similar  to  the  desktop 
versions  that  grace  artists'  stu- 
dios, but  standing  6  feet  tall 
with  stunning  glass  eyes. 

Carl  Hammer,  the  well-re- 
spected Chicago  gallerist  who 
first  brought  Outsider  star 
Henry  Darger's  work  to  pub- 
lic attention,  is  another  con- 


Someone  went  to  an  awful  lot 
of  trouble  to  make  these  things 
for  god-knows-whatieasoiL 


vert  to  anonymous  art.  Ham- 
mer recently  picked  up  a 
7-foot-tall  sheet-metal  sculp- 
ture of  a  man  outside  an 
auto-body  shop  in  California, 
just  before  an  exhibition  of 
such  "muffler  men" — carica- 

A  Smithsonian  pedigree  gives 
this  artist  a  $15,000  bump. 


Anonymous  yes,  cheap  no.  The  early 
American  baby  sold  for  $150,000; 
the  woman  went  for  $35,000. 

tures  promoting  muffler  shops — 
opened  at  UCLA's  Fowler  Museum 
of  Cultural  History. 

Though  Hammer  won't  say 
how  much  he  paid  for  it,  he  boasts 
that  he  flipped  it  to  a  private  collec- 
tor almost  immediately — for 
$15,000.  Hammer  is  also  pushing 
Stick  Dog  Bob's  canes.  Stick  Dog 
Bob?  That's  the  nom  de  knife  of  an 
unknown  fellow  who  placed  unique 
figures  of  African -American  men 
on  top  of  canes  during  the  Black 
Power  movement  of  the  late  1960s.  Hammer  suspects  Si  1 
Dog  Bob  was  an  auto  mechanic,  which  makes  the  $4,500  pn 
tag  he's  put  on  the  canes  pretty  stunning. 

"In  and  of  itself,  anonymous  is  not  a  problem,"  says  Na;rj 
Druckman,  Sotheby's  American  folk  art  specialist.  "In  fact,  aJ 
of  19th-century  material  such  as  quilts,  cabinets  and  weata 
vanes  are  anonymous."  Still,  Sotheby's  has  yet  to  handle  20»- 
century  anonymous  art,  and  Druckman  remains  skeptical  o;3 
market  potential. 

In  lieu  of  auction  results,  dealers  point  to  the  major  colls 
tions  emerging  in  this  field  to  justify  their  prices — perhar  i 
more  circular  than  useful  argument.  As  Roger  Ricco  putejj 

"What  does  the  price  mean?] 
means  I  have  only  one  piece  to  I 
and  five  collectors  who  I  know  \l 
be  interested  in  buying  it." 

Fortunately  for  dealers  like  Rio 
the  ranks  of  those  collectors  i 
swelling.  Advertising  magn! 
Robert  Greenberg  in  New  York  a 
Tootsie  Toys  manufacturer  Myron  Shure  in  Chicago  are  ) 
sembling  sizable  collections.  More  recently  art  stars,  like  Br 
Marden,  and  movie  stars,  like  Steve  Martin,  are  also  frequer 
mentioned  among  die  big  buyers  of  anonymousiana.  This  ki 
of  high-profile  attention  is  making  it  difficult,  if  not  impos 
ble,  to  make  the  kind  of  serendipitous  discoveries  that  dr 
some  of  the  category's  early  fans.  "We  have  been  our  own  b 
friends  and  our  own  worst  enemies,"  says  Ricco.  He  is  smili 
broadly  as  he  says  it. 


The  cab. 

The  park  bench. 

The  airport  gate 


Now  doubling 
as  the  office. 


The  Sprint  PCS  Wireless  Web  works  where  you  do.   •* 

It  doesn't  matter  where  people  are,  as  long  as  they  have  the  information  they  need 
to  do  business.  With  the  Sprint  PCS  Wireless  Web,  your  team  gets  a  fast,  secure 
connection  to  your  company's  network  using  their  laptop  PC  and  wireless  Internet- 
ready  Sprint  PCS  Phone"v  They  can  send  and  receive  e-mails,  check  inventory, 
place  orders -all  without  a  phone  jack  They'll  also  enjoy  clear  calls  and 
features  that  work  the  same  way  everywhere  on  the  only  all-digital,  all-PCS 
nationwide  network,  serving  more  than  300  major  metropolitan  areas,  including 
major  airports.  Which  means  your  employees  are  in  business,  wherever  they  are. 


The  Sprint  PCS  Clear  Wireless  Workplace  1-888-895-4186  or  www.sprintpcs.com/clear 

"^^    &Jj llll I  The  clear  alternative  to  cellular.  OpTlflt   PCS 

■OS  Wireless  Web  "  Connection  and  Browser  applications  require  a  wireless  Internet-ready  phone.  Connection  application  requires  the  purchase  of  a  Sprint  PCS  Wireless  Web'"  Connection  Kit.  (See 
omputmg  devices  supported)  This  service  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  option  is  available  .-.  th  Sprint  PCS  Free  & 
ans  and  existing  standard  service  plans  of  $29.99  or  more.  Overage  rates  vary  by  plan.  A  rate  of  $0.39  per  minute  applies  to  all  Wireless  Web  usage  if  the  Wireless  Web  optic-  is  not  selected.  Sprint 
reiess  Web  service  may  not  be  immediately  available  in  select  affiliate  markets.  A  complete  statement  of  the  terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  is  available  m  the  Wireless 
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Dad  Does  Dot 

b  o  o  k  s  I  It's  one  thing  to  found  an 
Internet  startup  if  you're  a  22-year-old 
geek  with  not  very  far  to  fall  if  you  fail. 
When  you're  a  40-year-old  paterfamilias, 
it's  something  else  again. 

BY  SPENCER  REISS 

TALK  ABOUT  TOUGH  TIMING.  IUST  WHEN  EVERY 
person  in  America  over  the  age  of  12  who  isn't 
crying  over  shares  of  Etoys  or  Drkoop.com  is 
cheering  cyberstocks  into  the  ground,  along  comes  Tom 
Ashbrook  with  a  stirring  firsthand  account  of  his 
struggle  to  build — a  dot-com!  Boo!  Hiss!  Take  a  hike! 

The  Leap  (Houghton  Mifflin,  304  pages,  $25)  will 
now  get  tossed  in  with  the  rest  of  the  what-I-did-during- 
the-Internet-revolution  dispatches.  Which  would  be  a 
shame,  because  the  book  is  much,  much  better  than  that. 
It's  a  sort  of  Huck  Finn  business  tale,  in  which  otherwise 
happy  and  successful  citizens  of  the  fattest  and  happiest 
country  in  the  world  light  out  for  the  economic  frontier. 

Ashbrook  was  a  bright  but  bored  star  at  the  Boston  Globe 
when  an  old  college  pal  started  in  on  him  with  a  high- 
minded  scheme  to  give  people  a  high-tech  tool  to  help  them 
design  and  furnish  their  homes.  The  decision  was  inspired, 
in  part,  by  an  out-to-pasture  employee  dubbed  "the 
snowman,"  who  sat  mumbling  at  a  computer  terminal, 
muffled  winter  and  summer  in  a  scarf. 

The  tale  that  unfolds  should  disabuse  anyone  of  the 
notion  that  dot-coms  beam  down  like  something  out  of  Star 
Trek.  It  took  Ashbrook  and  partner  Roily  Rouse  the  better 
part  of  three  years  to  get  from  the  concept  to  what  ultimately 
became  1  lomePortfolio.com. 

Along  the  way,  there  is  $650,000  in  assorted  debt  to 
friends,  family  and  Uncle  Visa.  There  are  desperate  trips  to 
New  York  on  bald  tires  in  blizzards  to  search  for  funding. 
Families  melt  down.  Venture  capitalists  demand  pounds  of 
flesh.  Domestic  resources  get  stretched  so  thin  that  Ash- 
brook's  dining  room  ceiling 
falls  in  for  lack  of  money  to 
pay  the  plumber  to  stop  a  leak. 
A  lot  of  what  saves  The 
Leap  from  its  potential  to  irri- 
tate nonleapers  is  that  Ash- 
brook and  Rouse  do  a  swan 
dive  with  none  of  the  recom- 
mended gear:  no  M.B.A.s,  no 
downtown  lofts  or  invest- 
ment-banker cousins.  Just  two 
midlife  dads,  trying  to  meta- 
morphose   from    Strapped 


No  M.B.A.s,  no 
downtown  lofts 
or  investment 
bankers.  Just  a 
couple  of  forty- 
something  dads. 


Suburbanites  to  Golden  Geeks. 

Like  Michael  Wolffs  Burn  Rate — a  caustic  account  oft! 
"new  media"  frenzy — The  Leap  encapsulates  its  historic  m< 
ment.  It's  when,  as  Ashbrook  writes,  "the  whole  brick  an 
mortar  economy  seemed  to  be  shouting  the  same  messaj 
we  saw  on  the  mutual  fund  fliers  that  fattened  our  daily  pi 
of  junk  mail:  Past  performance  is  no  guarantee  of  future  n 
turns."  Nevertheless,  under  the  circumstances,  bailing  ot 
from  a  comfortable  slot  at  the  top  of  your  profession  to  joi 
a  college  buddy's  mad  quest  to  revolutionize  the  home  d 
sign  industry  seems  not  so  crazy  after  all. 

The  book  is  also  a  fine  manic  hymn  to  the  spirit  of  ente 
prise,  by  which  small  groups  of  people  insanely  refuse  to  tal 
no  for  an  answer,  even  when  "NO!"  is  being  sky-written  | 
the  air  above  them  five  times  a  day.  It  asks  some  questions  v 
haven't  heard  much  about  in  all  the  e-mania,  starting  wit 
"How  much  irretrievable  time  are  you  willing  to  trade  aw; 
now  in  the  hope  that  it  will  buy  much  more  free  time  later 

Fortunately  for  the  reader,  The  Leap  is  mostly  aboi 
failure,  which  is  famously  a  lot  more  compelling  (not  j 
mention,  instructive)  than  success.  When  Ashbrook  writ 
that  he's  "eaten  more  rejection  in  the  past  12  months  th< 
in  all  the  rest  of  my  life  put  together,"  you  believe  it. 

Ashbrook  ends  his  story  in  1997,  when  the  first  I 
million  in  venture  capital  came  in.  Today,  with  l 
additional  $20  million  under  its  belt,  HomePortfolio  is  i 
and  running,  with  a  head  count  of  over  100,  a  hired-gi 
chief  executive  and  a  sprawling  Web  site  with  everythii 
from  $4  doggy  place  mats  to  $10,000  fireplaces.  Ashbroc 
and  Rouse  aren't  out  of  the  woods  yet.  There's  a  litt 
mountain  down  the  road  called  IPO.  Anybody  for  a  sequ 
called  The  Climb? 


The  best  college  grads 
aren't  just  looking  for 
Internet  jobs. 

They're  looking 

for  jobs  on  the  Internet, 


Free  trial  job-posting  accounts  through  June  15th. 

Hundreds  of  thousands  of  top  quality  students  and  graduates.  The  nation's  leading 
colleges.  One  source  on  the  Internet,  experience  helps  young  professionals  start 
their  careers  and  offers  employers  the  most  targeted  source  of  pre-qualified. 
up-and-coming  talent.  No  other  source  has  the  "twenty-something"  talent  market 
covered  quite  like  we  do. 

\  isit  www.expcrience.com  or  call  toll-free  (877)  508-4524  to  learn  more  about  our 
recruiting  solutions.  As  you'll  see,  attracting  the  best  talent  requires  experience. 
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To  advertise  in  this  section  call  561-686-68C 


FORCE 


THE  RIGHT  L 

THE  RIGHT  TIME, 
THE  RIGHT  P 


Internet  advertising  is  one  of  the  world's  fastest  growing  industries.  AdForee  has  been  in  the  right  place 
since  its  founding  in  1994.  As  one  of  the  fastest  growing  online  ad  management  and  delivery  companies 
we  are  serving  over  20  billion  ads  each  month  for  the  world's  leading  websites  and  advertisers.  Backed  b 
CMG1.  the  largest  and  most  diverse  network  of  Internet  companies,  we  are  shaping  the  future  ol~  wireless 


Pci 


advertising  and  redefining  the  world  of  digital  marketing. 


Nn 


Our  reputation  as  an  industry  leader  is  a  direct  result  of  the  expertise  of  our  employees. 

Why  are  we  so  successful?  We're  at  the  right  place  at  the  right  time  with  the 
"^^    s-  right  people.  Do  you  have  what  it  takes? 

<*\Y  ■  Software  Internet/Senior  Manager  Engineers 

■  Marketing  and  Sales  Professionals 

■  Wireless/New  Media  Engineers  and  Professional 

■  Business  Development  Professionals 

v«    Competitive  salaries.  Generous  benefits.  Unbelievable  opportunity. 
If  you  have  what  it  takes,  apply  online. 

wvvw.adforce.com 

An  equal  opportunity  employer. 


Get  a  job! 
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All  levels  •  All  industries  •  Hot  IT  positions  with  daily  updates  • 
On-line  job  (airs  •  Resume  postings  •  tmployment  Review*  features  • 
Salary  surveys  •  Mergers,  acquisitions,  layoffs  *  And  SO  MUCH  MORE! 


WOULD  YOU  CHANGE  JOBS  IF 

THE  RIGHT  OPPORTUNITY 

CAMEALONG? 

The  sharpest,  most  marketable  Information  Technology, 
Technical  and  Sales  professionals  are  currently  employed.. 


...but  if  the  right  opportunity  came  along,  they  would  be 
interested. 

SOUND  FAMILIAR? 

RCI  Employment  Solutions,  Inc.  recruits  and  places  IT, 
Technical  and  Sales  professionals  for  the  premier  employers 
in  America.  Our  clients  have  numerous,  immediate  needs 
.ill  across  the  country.  In  today's  economy  the  best  candi- 
dates are  professionals  who  are  already  successful,  but  are 
no  longer  challenged,  are  underpaid  or  lack  growth  oppor- 
tunity. Those  that  take  a  chance  and  INQUIRE  about  other 
opportunities  learn  that  hundreds  of  exciting,  lucrative 
and  challenging  openings  are  available  RIGHT  NOW. 
Those  who  do  not  explore  their  options  remain  unchal- 
lenged, underpaid  and  pigeon  holed. 

LIFE  IS  FULL  OF  CHOICES 

RCI  Employment  Solutions,  Inc. 

1655  Palm  Beach  Lakes  Blvd.,  West  Palm  Beach,  FL  33401 
561 -686-6800  ext.  21 6    ppage@rcimedia.com 

Visit  our  On-line  Interview  link  at 

http://www.bestjobsusa.com/portal/PaulPage 
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For  more  career  opportunities  -  visit  BestJobsUSA.t 
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BestJobsUSA.com 


To  advertise  in  this  section  call  561-686-680(5 


"Bell  Atlantic  is  making  great  strides  to  be  a  global  powerhouse  with  i\ 
diverse,  highly  talented,  and  motivated  employee  base. ' 

Alexis  Tor.) 

Title:  Senior  Specialist 

Years  at  Bell  Atlantic:    3 
Education:  B.S.,  Economks 

and  Finance 


Diversity.  For  Bell  Atlantic,  it's  more  than 
just  a  word.  In  fact,  it's  more  than  just  a 
policy.  It's  simply  the  Way  things  are 
done  around  here.  But  you  don't  have  to 
take  our  word  for  it.  Alexis  Toro,  a  Senir >r 
Specialist  with  Bell  Atlantic  and  an 
invaluahle  member  of  our  team,  makes 
the  point  for  us:  "Bell  Atlantic  is  making 
great  strides  to  be  a  global  powerhouse 
with  a  diverse,  highly  talented,  and 
motivated  employee  base."  After  interning 
with  Bell  Atlantic  while  in  college,  Alexis 
joined  as  a  full-time  employee  upon 
graduation.  Soon,  it  became  clear  to  Alexis 
that  Bell  Atlantic  was  not  just  another 
employer.  In  addition  to  a  solid  benefits 
and  salary  package,  Bell  Atlantic  offered 
Alexis  a  chance  to  develop  his  career  in 
new  directions  through  a  peer  group 
of  fellow  Hispanic  employees,  the 
Hispanic  Support  Organization.  Now 
Vice  President  of  its  New  York  chapter, 
Alexis  has  "benefited  greatly"  from  his 
association  with  them.  Is  Alexis"  story 
unusual?  Not  at  all.  You  see,  at 
Bell  Atlantic,  we  believe  that  by  creating 
a  better  kind  of  career,  we're  creating  a  better 
kind  of  telecommunications  company. 

Interested  candidates  should  send 
resume  indicating  Job  Code:  FORBES052..' 
to:  Bell  Atlantic,  Management  Resume 
Center,  125  High  Street,  Room  843. 
Boston,  MA  02110  or  E-mail: 
bastaffing@bellatlantic.com. 
Bell  Atlantic  is  an  affirmative 
action/equal  opportunity  employer. 
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People  ar 


www.bellatlantic.com 


more  career  opportunities  -  visit  BestJobsUSA.com 
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Advertisement 


Financial  Services 


Franchising 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  Houj  to  Invest  In  Common  Stocks. 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55 

Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition  An  Essential  A  to  Z  Guide/or  Today's  Investor  (retail 

price.  612.00).  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts  You  also  get  explanations  and  ideas  from  Industry 

professionals  on  50  special  topics,  including  lax  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL   TOLL-FREE   1-800-535-9651 

BONUS  CODE    516NFWA29     American  Express,  MasterCard,  Visa  or  Discover 

24  hours  a  day.  7  days  a  week  II  you  are  not  completely  satisfied  return  all  materials 

in  good  condition  within  30  days  from  the  start  of  your  trial  subscription  for  a  full 

refund  of  your  lee  Allow  4  weeks  for  delivery  Foreign  rales  upon  request 

.  Order  Online  at  www.valueline.com/ada/f5anr 


The  Value  Line  Investment  Survey*  . 

PO  Box  3988. New  York  NY 
10008-3988 


Health  Products 


EHSEJEa 


There  is 
an  answer! 

Send  for  FREE  information 
on  a  NEW,  guaranteed 
seat  and  back  support 
designed  by  a  leading 
back  pain  specialist. 

TruComfort 
15  Parkway,  #2«H 
Katonah  NV 10536 


Call  TOLL  FREE  1-800-392-0363 

or  visit  our  website  §  www  trucomlort  com 


Take  Your 
Company  Public 

Call:  1-800-827-8388 

or 

http://gopublic.cmacs.com 


Gemstones 


IWI  NIMI \1  t.lMSIOM  s 

GUARANTEED  LIQUIDITY!! 

We  hu\  \  soli  Diamonds 

.inj  .ill  Precious  Gemstones 

Free  wholesale  catalog  since  1 967! 

U.  "j!>,  :       I,  H  |  i<  ■'«    0O0/tJ 

Trade  A  Chamber  ni  Com 

BOUSE  Of  ONYX,  Inc. 
1 2(1  V  Main  SI.,  GffCDVtDe.  K\  42345 

|-800-K44-.M00or  FAX  270-338-9605 


Forbes 

Subscriber  Service 
To  order,  change  address 


other  customer  service, 
call  1-800-888-9896 


Custom  Book  Publishing 


YOUR  BOOK 

Powerfully  written  and  edited;  skillfully 
designed  and  bound;  promoted  and  dis- 
tributed nationwide  and  on  the  Internet  in 
just  120  days!  Business,  technical,  and 
fiction  welcome  The  C6te  Literary  Group; 
(800)  876-6202  or  www  coteliterary  com 


YOUR  BUSINESS 

=    with  the  leading  consulting  firm  in  the  country  = 

800-358-8011 


Business  Services 


(image  area 
1-3*4'  x  1-3/4") 


or  2000  tattoos,  only  $299 

CALICO 

800/225-4269  Fax:  707/446-8273 

E-Mail:  CallcoUSAOYahoo.com  (PC) 

E-mail:  CaHcotattoosQaol.com  (Mac) 

Wsoslts:  CallcoUSA.com 


Legal  Services 


ASSET  PROTECTION 


Corporations,  Ltd.  Partnerships,  LLCs 
Offshore  Trusts,  Corps.,  Private  Hanking 

•  Bi."si  Jurisdictions  •  Maximum  Privacy 
•  Tax  Savings  •  Esiale  Planning 

Professional  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


i  j i»!4  =tk- 


REDUCE  or  ELIMINATE 

Capitol  Gains  -  Ordinary  Income 

Int'l  law  firm  with  26  years 

experience  in  domestic  and 

international  tax  planning. 

McKenzie-Finch  S.A. 

(800)774-9797    (801)304-5800 


SMALL  ADS  BRING 

BIG 

RESULTS! 

Call:  Media  Options 
1-800-442-6441 

Fort)* a  Butlnsii  Cl*»alli*>d 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Advertisement 


Business  Opportunities 


INVESTORS 


ENTREPRENEURS 


SAVE 

20% 

IN  TAXES 

GUARANTEED 

Learn  how  at: 

www.new-corporation.com 
or  call  today  for 

a  FREE 
Information  Package 

1-877-2-INC-NOW 

(1-877-246-2669) 


Nevada  Corporate 
Headquarters,  Inc. 


incbookstore.com 

Your  Complete 

Source  for 
Business  Books 


INCORPORATE  IN  DELAWARE 


Sfritfch  n  settriQ  up  Mown  Corporations.  Gonad,  Aircraft, 
Boot  i  SMf  Caporafions.  Col  or  write  fa  our  flTff  JG71 


3511  MM  U,  #Kftffl«W»ning)on,K  USA  19810 
302-477^800  •  80O-32K0H'  •  MX  302-477-9811 
a9@delreg.ca11  •  lattratt :  hnp://delreg.ccni 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 

Complete  Training.  Call  for  Free 

Information  Package. 

800-995-0049  Ext.  7675 


MAKE  BIG  $  $  $ 

RFM/R/ff0  CKACKS  IN  WIHOSHietVS 


U00-S26-&523 

Usa/Canada 


www.glassmechanix.com 


e-mcorporate. 


•  Registered  agent  services 

•  U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 
8QO. 423. 2993 


NEVADA  &  OFFSHORE 

CORPORATIONS 


♦Asset  Protection,  Privacy,  Tax  Free 

♦  Licensed  Offices:  Las  Vegas- Nassau 

♦  Credit  Cards,  Bearer  Shares.  Banking 


ORDER  BY  PHOSE  FREE  l.SFO 

1-800-997-2550 

www.nevadacorp.onevegas.cor 


OPPORTUNITY  KNOCKS 

Once  in  a  while  an  opportunity  comes 
along  that  will  never  repeal  itself.  Get 
in  on  (he  ground  lloor.  Extremely  high 
income.  Training,  leads,  secured  ac- 
counts to  call  on.  Opportunity  of  a  Life- 
time. Let's  talk.  (Inv.  Ret].) 
Areas  Going  Fast. 

1-800-675-6144 


MAKE  MONEY  AS  A 

BUSINESS  FINANCE 

CONSULTANT 


Arrange  Business  Loans  and  Equipment 
Leases  from  S1.000  to  $10  million.  No  co- 
brokering.  Work  directly  with  National 
Lenders.  Unlimited  earnings  potential  and 
residual  income. 
FREE  45  minute 
video  seminar  and 
information  packet 

CALL  I  •800-336*3933 

lw   The  Loan  Consultants,  Inc.  ^ 


(«■         JJ 


Corporate  Planning 


CAN  YOU  HOLD  OUT  FOR  OUT 
FOR  ANOTHER  DAY? 

COMING  TO  A  COUNTRY  NEAR 
YOU!! 


ELITE  INTERNATIONAL  GROUP 


•  Corporate  Events  •  Travel  Arrangements 

•  Seminars  •  Hotel  Accommodations 

•  Conferences  •  Limo  Services 

•  Keynote  Speakers 

•  Wireless  Eguipment 


Call:  1-888-260-6470 
Fax:415-908-6726 
In  Calif:  415-516-8778 

www.eliteinternationalgroup.com 


Fund  Newsletter 


Discover  How  You  Can 
TRIPLE  Your  Money! 


We'll  show  you  how  with  a  FREE 

week  of  great  trades!  By  fax  or  email. 

CALL  NOW  AND  RECEIVE 

A  FREE  TAPE! 

1-888-366-8264 

(.VHOM   HCS.(  om      Code  422 


Books/A  uthors/Publishers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

FICTION.  BIOGRAPHY  POETRY.  RELIGION  CHILDREN'S 

WRITE.  OR  SEND  YOUR  MANUSCRIPT  TO 

MINERVA  PUBLISHING  CO. 

1001  BRICKELL  BAY  DR.  #2310.  MIAMI.  FL  33131 


Internet  Opportunities 


INTERNET 


LAY  CLAIM  TO  YOUR  PIECE! 

Top  computer  co.  now  in  MLM  LAUNCH. 
Winning  concept  that  will  revolutionize  MLM.I 
Launching  in  29  languages.  Position  yourself| 

immediately  on  top  to  make  8JG  money. 

Achieve  success  with  #1  team  of  top  pros 

that  can  train  &  support  you. 

iPhone  (800)  526-7598,  24-hour  msg J 


Charge  your  ad... 

VISA 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


HP 

he  intrepid  Theodore  Roosevelt  once  declared:  "I  would  rather  bust  out  than  rust  out." 

The  tragic  fact  is  that  a  lamentable  number  of  top-notch  business  executives,  when  they 

JL       reach  retirement  age  and  are  forced  out,  live  very  little  longer.  They  find  themselves  fish 

out  of  water.  Far  too  many  of  our  ablest  Americans,  after  living  supremely  strenuously,  don't  know  how 

to  slow  down  as  they  get  older,  don't  know  how  to  exercise  moderation.  Personally,  I  don't  want  either 

to  bust  out  or  rust  out.  I  believe  in  following  the  middle  of  the  road.  —B.C.  FORBES  (1950) 


Together  we  must  rise  to  ever  higher 
and  higher  platitudes. 

—RICHARD  J.  DALEY 


Asthma  doesn't  seem  to  bother  me  any- 
more unless  I'm  around  cigars  or  dogs. 
The  thing  that  would  bother  me  most 
would  be  a  dog  smoking  a  cigar. 

—STEVE  ALLEN 


Even  the  badgers  and  the  foxes  learn 
by  experience. 

—LAWRENCE  LESSING 


/  am  rather  like  a  mosquito  in  a  nudist 
camp;  I  know  what  I  ought  to  do, 
but  1  don't  know  where  to  begin. 

—STEPHEN  BAYNE 


//  took  great  courage  to  ask  a  beautiful 
young  woman  to  marry  me.  Believe 
me,  it  is  easier  to  play  the  whole 
oj  Petrushka  on  the  piano. 

—ARTHUR  RUBINSTEIN 


Vulgarity  is.  in  reality,  nothing  but  a 

modern,  chic,  pert  descendant  of  the 
goddess  Dullness. 

—DAME  EDITH  SITWELL 


Saints  should  always  be  judged  guilty 

until  they  are  proved  innocent. 

— GEORG1  orw  l  i  l 


What  I  claim  is  to  live  to  the  full 
the  contradiction  of  my  time, 
which  may  well  make  sarcasm 
the  condition  of  truth. 

—ROLAND  BARTHES 


Being  a  sex  symbol  has  to  do  with  an 
attitude,  not  looks.  Most  men  think  it's 
looks;  most  women  know  otherwise. 

—KATHLEEN  TURNER 


V.v  appeal  is  50° o  what  you've  got  and 
50%  what  people  think  you've  got. 

—SOPHIA  LOREN 


//  is  no  longer  enough  to  be  lusty. 
(  me  must  be  <i  sexual  gourmet. 

—GEORGE  WILL 


Sex  is  the  last  refuge  of  the  miserable. 
— QUENTIN  CRU 


He's  the  type  of  guy  I'd  be  proud 
to  have  as  a  son-in-law,  just  not 
with  my  daughter. 

—PETER  FRITSC 


/  should  have  blown  my  brains  out,  b\ 
for  the  recollection  that  it  would  have 
given  pleasure  to  my  mother-in-law. 
—LORD  BYRC 


I'm  not  confused.  I'm  just  well  mixed, 
—ROBERT  FRO! 


A  Text  ... 

But,  beloved,  be  not  ignorant 
of  this  one  thing,  that  one  day 
is  with  the  Lord  as  a  thousand 
years,  and  a  thousand  years 
as  one  day. 

—ii  peter: 

Sent  in  by  Buford  Eubanks,  Nashville,  Te| 
What's  your  favorite  text? 


Mori-  than  14,000  "Thoughts,"  arranged  alphabeti<j 
by  subject,  arc  available  in  a  900-page,  one-v 
deluxe  edition,  Forbes  Book  of  Quotations:  T/iouj 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ships] 
and  $1  per  item  for  handling  (add  applicable  sales  ll 
To  order,  please  call  toll-free,  1-800-876-6556. 
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AS*  MAT   DEFINES   THE   DIGITAL  AS! 


IVESTMENT, 

UDE!" 

TURE  CAPITAL 
CRISIS 

from  the  Dark  Side^J 

Je  to  the  ^ 

sak  and  the  Strong 

he  Best  VCs       <&=? 


Bucks2 

Bm*T.COM 


ieoto^G 


l0 

BURLINGAME 

MAY  2  2  2000 

LIBRARY 


Is  your  company  between  a  state  of  flux  and  a  state  of  shock? 


Having  a  little  growth  spurt?  If  you're  not  careful,  your  business  could  easily  outgrow  its  outmoded,  inflexible,  communical 
it  evolves  with  your  business.  Without  additional  capital  investment  That  way,  you  can  afford  that  quadruple  overtime  your  ard ' 


.  Unless  of  course,  you  outsource  your  voice  communications  with  us.  We'll  make  sure 
grousing  about.  Call  1-877-500-LINE,  or  visit  www.accessline.com/comm. 


RCCESSLUH 

"communications™ 
Call  us  at  the  first  sign  of  success. 


WWI 


www 


• 


Doing  business  on  the  Web  today  doesn't  delivering  Web  solutions  tailored  to 

have  to  be  a  major  battle.  With  Interland  needs.  Easily  and  affordably.  Interla 

you  sit  back  and  let  your  own  personal  your   business's   one-stop   Web   solutl 

Account  Manager  take  you  through  the  provider,  offering  you  everything  from  it 

whole   process,   every  step  of  the  way,  design  and  hosting  to  secure  e-commd 


'  .-■   ■     I     ■       i-  .      lHB_  A  i  RmWi  F 


id  software  application  services.  So  if  you 
ant  your  business  to  come  out  victorious  in 
e  big  www,  join  forces  with  Interland  and 
ljoy  a  little  peace  of  mind. 


mteriand 

We  make  the  Web  work  for  your 

www.interland.com  •  sales@interland.com 

1.800.303.2628 


dr&a^5  made  real. 


'©Agilent  Technologies,  Inc.  2000 


ey,  you're  gonna  hate  me,  but  I  gotta  work 

It  took  one  hundred  years  to  connect  the 

billion  people.  The  second  will  take  only  five. 


wireless  revolution  is  at  hand.  And  Agilent  is 


ng  and  creating  components  for  all  of  it.  From 


Jsets  to  networks,  we're  helping  to  bring 
less  to  the  world.  And  making  sure  it  works. 


if  that  means  overtime, 


... 


Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
comprised  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


*\ 


THE  WORLD 

IS  DEMANDING 

A  BETTER  INTERNET 


WE  INVENTED  A  NEW  BACKBONE  TO  DELIVER  IT. 


The  Internet  was  not  designed  to  carry  broadband  content.  The  results  -  jerky  webcasts  and  slow 

downloads.  •  The  solution?  Cidera's  new  Internet  Broadcast  Backbone.  Our  innovative  high-speed  network 

uses  satellites  to  transport  broadband  content  globally  to  the  edge  of  the  Internet.  It  accelerates  content 

delivery  and  dramatically  improves  viewing  quality  by  bypassing  congested  landlines.  •  Cidera  delivers 

the  true  promise  of  the  Internet.  Experience  the  difference  a  new  backbone  can  make.  Why  wait? 


1.888.474.7600       /       www.cidera.com     /       info@cidera.co 
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The  Internet  Broadcast  Backbone 
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JLTRA-MOBILE  NOTEBOOKS  THAT 


fAKE  YOU  FARTHER  THAN  EVER. 


Boing  beyond  your  expectations  (and  anywhere  else 


'ou  care  to  go)  are  the  new  LifeBook  B  Series 


yiini-notebooks  and  the  LifeBook  S  Series 


Jltra-mobile  notebooks.  The  B  Series  is  barely 


here  at  approximately  3  lbs.,  with  buckets  of 


ligh-performance  features  such  as  a  built-in  modem 


ind  Ethernet,  touch  screen  with  stylus  and  one- 


ouch  application  launchers.  And  there's  no 


topping  the  light-weight  S  Series  with  a  scant  size, 


Compact  Convenience, 

Maximized  Power 

•  Intel*  Celeron1"  processor 
400MHz  Low  Voltage 

0.4"  SVGA  IFT  display  (XGA  external) 
Touch  screen  with  stylus 
Up  to  192MB  SDRAM 
Large  6GB  hard  drive 
Optional  external  CD-ROM  Drive 
Built-in  10/100  Ethernet 
Built-in  S6K1  V  90  modem 
Port  Replicator  included 
Approximately  3  lbs.1 
Microsoft®  Windows®  98 
Second  Edition  or 
Windows®  2000  Professional4  preinstalled 

•  Microsoft®  Works 
Starting  at  $l.999! 


»  »     — — 


Intel®  Pentium*  III  processor  400MHz 
12.1"  SVGA  TFT  display  (XGA  external) 
Up  to  128MB  SDRAM 
9GB  or  6GB  hard  drive 
Flexible  bay  supports  FDD,  SuperDisk™  1 20 ^ 
CO-ROM.  DVD,  CD-RW,  2nd  Battery,  or 
weight  saver  -  even  a  digital  camera 
bay  device 

•  Built-in  10/100  Ethernet 

•  Built-in  56K1  V.90  modem 

•  Port  Replicator  includes  LAN  pass-thru 

•  Approximately  4  lbs.1 

•  Microsoft®  Windows®  98  Second  Edition  or 
Windows®  2000  Professional4  preinstalled 

•  Microsoft®  Works 
Starting  at  $2,299! 


scorching  Intel®  Pentium®  III  processor  and  serious 


extras  like  a  built-in  flexible  bay,  brilliant  12.1 "  TFT 


display  and  a  standard  port  replicator.  With  both  of 


hese  mobile  masterpieces,  there  are  no  borders. 


\nd  no  slowdowns.  Only  endless  possibilities. 


3e  limitless  with  Fujitsu  Ultra-mobile  notebooks. 


Choice  You  Demand/ 

•  Intel®  Pentium®  III  processor  650MHz 
featuring  Intel®  SpeedStep™  technology 
Intel®  Pentium®  III  processor  500MHz 
Intel®  Pentium®  III  processor  450MHz 
Intel®  Celeron"  processor  450MHz 

•  1 4. 1"  XGA  TFT  display 

•  Up  to  256MB  SDRAM 

•  1 2GB,  9GB,  or  6GB  hard  drive 

•  Flexible  bay  supports  FDD,  SuperDisk"'  1 20, 
CD-ROM,  DVD.  CD-RW.  2nd  hard  drive 

2nd  battery,  or  weight  saver 

•  Built-in  10/ 1 00  Ethernet  or 
56K1  V.90  modem 

•  Under  6  lbs.1 

•  Microsoft®  Windows®  98  Second  Edition  or 
Windows®  2000  Professional4  preinstalled 

Starting  at  $l,999! 


-877-FPCDIRECT  WWW.FUJITSUPC.COM 


entium®/// 


MOVING  WITH  YOU 


Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  and  LifeBook  is  a  trademark  of  Fujitsu  Limited.   Intel,  the  Intel  Inside  Logo  and 
Pentium  are  registered  trademarks  and  Celeron  and  Intel  SpeedStep  are  trademarks  of  Intel  Corporation.  Microsoft  and  Windows  are 
registered  trademarks  of  Microsoft  Corporation.  All  other  trademarks  mentioned  herein  are  the  property  of  their  respective  owners. 
©2000  Fujitsu  PC  Corporaoon.  All  nghts  reserved.   'Actual  speeds  over  U.S.  telephone  lines  vary  and  are  less  than  S6Kbps  due  to 
current  FCC  regulations  and  line  conditions.  The  interna]  modems  on  all  Fujitsu  notebooks  from  Fujitsu  PC  Corporabon  are  not 
qualified  for  use  with  telephone  systems  outside  the  United  States  and  Canada  and  may  not  operate  in  other  countries.  J  Estimated 
street  prices  are  subject  to  change.     J  Weight  may  vary  by  configuration.      Microsoft  Windows  2000  Professional  preinstalled  is 
only  available  with  CD-ROM  dnve  models 


FUJITSU 

FUJITSU  PC  CORPORATION 


in  e-business  

URVIVAL   MEANS   ATTRACTING   ATTENTION  TO  WHAT'S    CRITICAL 


lew  economy,  the  proliferation  of  e-mail  messages, 
voicemail,  faxes,  and  web  sites  can  obscure  or 
>literate  time-sensitive,  crucial  data.  BackWeb® 
i  real  solution.  Its  patented  Polite™  Push  tech- 
automates  the  delivery  of  critical  information — 
leos —  to  your  sales  force,  call  center  reps,  employees, 


55 


resellers,  and  customers.  BackWeb  can  ensure  information 

is  noticed  immediately,  with  a  multimedia  graphical  alert 

that  appears  on  users'  PCs.  For  a  white  paper  on  how 

BackWeb  can  accelerate  everything  from  sales  force 

automation    to    executive    communications,    go    to 

www.backweb.com/acceleratel.html  or  call  1-800-863-0100. 


What  Pushes  e-business 
ie  many  companies  using  BackWeb:    Bell  Atlantic  Mobile,  Cisco,  Robertson  Stephens,  Ericsson,  Hewlett-Packard,  Siemens 


ai 
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KNOCKED  ON  THEIR  ASPs  Yes,  the  Internet 
es  change  everything  —  even  the  enterprise 
tware  Goliaths.  BY  BLAISE  ZEREGA 

THE  LOST  AND  FOUND  CURE  Instead  of  the 
ct  miracle  drug,  Shaman  Pharmaceuticals  got  a 
son  in  financial  reality,  by  chiori  Santiago 

8  WHERE  FOO-FOO  MAKES  YOU  RICH  For 

ne  purveyors,  online  auctions  are  the  best  thing 
ce  pink  flamingos.  BY  GARY  ANDREW  POOLE 

7  WHAT  MAKES  JERRY  RUN?  AMD's  Jerry 
iders  discusses  his  battle  with  Intel  and  why  he's 
:  last  man  standing.   BY  MICHAEL  s.  MAL0NE 

4  COLD  COMFORT  Not  even  nesting  ravens 
l  prevent  Yukon  entrepreneurs  from  selling  their 
ibou  boots  online.   BY  DAVID  H.  FREEDMAN 

6  MS.  BIZ  How  does  the  Women's  Technology 
aster  nurture  gender  balance  in  fledgling  tech 
rtups?  Think  socialization.  BY  sally  McGRANE 
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•  #1  in  lead-managed  Internet  IPOs  1999-2000  YTD  -  84  transactions  for  $9.7  billion.* 

•  Credit  Suisse  First  Boston  offers  a  powerful  combination  of  resources:  the  most  experie  e 
IPO  advisors,  influential  research  analysts  with  the  capacity  to  cover  new  companies 
unrivaled  global  distribution  network,  and  a  comprehensive  array  of  aftermarket  servi  s 

•  The  largest  Internet  team  on  the  street. 

•  The  only  Internet  research  team  with  the  bandwidth  to  scale  with  the  market. 

•  Category-defining  Internet  companies  around  the  world  are  choosing  the  #1  Internet  in* 
ment  bank  to  lead-manage  their  IPOs:  Credit  Suisse  First  Boston. 
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ill  Ivy  League-educated  entrepreneurs.  Combin- 
g  Web  savvy  with  social  consciousness,  the 
unders  of  Volunteermatch.org  and  CitySoft  bring 
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However  unclear  the  situation,  you  can  always  count  on  capturing  amazing  digital  clarity  with  the  Sony  Digital8  Handycar 
camcorder.  It  comes  fully  loaded  with  features  including  digital  still-picture  capability  through  Memory  Stick  media.  Ai 
it  even  lets  you  transfer  your  old  home  videos  to  digital.  To  find  out  more,  call  1-888-S0NY-883  or  visit  www.sony.com/ 

'    All  rights  reserved  Raprodi  «or  pan  without  i  inert  permission  is  prohibited  Simulated  picture  Sony,  Oiortal8.  Handycam,  Memory  Stick  and  Change  me  my  you  see  me  world  are  trademarks  olS. 


Change  the  way  you  see  the  world. 


DITORLS   LETTE 


OR'S   LETTER 

glial  Declaration 
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his    is   no    doubt  the   first   time  that 
a  national  magazine  has  devoted  a  costly 
foldout  to  three  old,  yellowing  pieces  of  busi- 
ness correspondence. 

But  then  these  aren't  your  ordinary  pieces  of 
corporate  ephemera.  They  are  the  founding  docu- 
ments of  the  electronics  age.  The  first,  a  formal  letter/ 
proposal  from  Eugene  Kleiner  to  Arthur  Rock, 
could  be  called  the  Declaration  of  Independence  of 
the  Digital  World.  In  1957,  had  these  pages  not 
been  sent — and  responded  to  —  the  world  we  live 
in  today  would  be  profoundly  different.  No  doubt 
there  still  would  have  been  the  great  inventions  — 
the  integrated  circuit,  microprocessor,  personal 
computer — but  they  probably  would  have  occurred 
in  large  corporations  and  would  have  taken  many 
more  years.  We  might  just  now  be  reaching  the  IBM 
PC  age,  with  the  cell  phone  an  expensive  tool  for 
the  exclusive  few,  and  the  Internet  still  the  Arpanet. 
But  the  letter  was  sent  by  Kleiner,  speaking  for 
a  frustrated  group  of  seven  (soon  to  be  eight) 
scientists  in  California  working  for  an  impossibly 
difficult  boss.  And  it  was  received  by  Rock,  a  New 
York  investment  banker,  who  read  between  the 
lines  and  caught  a  flight  west.  In  the  process,  the 

two  men  turned 

Two  men  turned  the  anecdote 


of  Bill  and  Dave  in  the  Packard 
garage  into  a  systematic  link 
between  entrepreneur  and  VC. 


the    now-historic 
anecdote    of    Bill 
and  Dave  in  the 
Packard    garage 
into  a  systematic 
link  between  en- 
trepreneur  and  ven- 
ture capitalist  that 
would  produce  thousands  of  companies,  millions 
of  jobs,  and  trillions  of  dollars  of  new  wealth. 

Just  how  we  found  these  remarkable  documents 
is  .1  story  in  itself.  We  hit  on  the  idea  of  bringing 
together  the  two  legendary  venture  capitalists, 
Kleiner  and  Rock,  to  discuss  their  profession  then 
and  now.  Kleiner  had  been  part  of  the  original  Shock- 
lev  Semiconductor  "traitorous  eight"  who  founded 
Fairchild  Semiconductor,  and  Rock  had  started  mod- 
ern venture  capital  by  rinding  funding  for  that  team. 
As  the  interview  was  under  way,  Rock  patted 
Kleiner  on  the  hand  and  said,  "You  know,  it  all 
i  h  i  h  a  letter  Gene  sent  me  back  in  1957." 


We  asked,  "You  don't  happen  to  have  that  lettc 
do  you?"  The  question  was  both  a  joke  and 
prayer.  "You  know,"  said  Rock,  "I  just  might." 

Searching  through  a  manila  folder  titled  "1957 
Rock  found  a  yellow  sheet  bearing  a  list  of  ham 
written,  crossed-out  company  names — those  1 
had  approached  before  he  found  Fairchild.  It  wa 
arguably,  the  founding  document  of  modern  ventu] 
capital.  Then  he  pulled  out  another  sheet,  this  or 
bond  paper.  It  was  a  sales  pitch  for  the  first  Fairchil 
transistor — impressive  enough,  but  the  mind 
boggier  was  that  a  sample  of  the  device,  in  muj 
condition,  was  still  taped  to  the  top  of  the  sheet, 

Rock  couldn't  find  the  other  letter,  but  the  evi 
courtly  Kleiner  whispered,  "Jay  Last  may  have  it 
We  telephoned  Last,  one  of  the  least  known  of  tl 
"traitorous  eight,"  who  had  spent  much  of  h 
career  in  Southern  California  and  retired  there. 

"I  think  I  do  have  it,"  Last  told  us.  "It's  kind  i 
beat  up,  so  I'll  send  you  a  photocopy."  Ten  minuti; 
later,  there  it  was,  fittingly,  on  the  fax  machine 
had  helped  make  possible.  For  the  first  time  in  raoj 
than  four  decades,  you  can  see  it,  and  the  two  oth 
landmark  documents  Rock  found,  on  page  139. 

The  rest  of  this  issue  shows  how  far  we'\ 
strayed  from  Kleiner  and  Rock's  original  vision  i 
venture  capital.  In  these  pages  we  offer  our  own  li 
of  the  world's  best  venture  capitalists,  based  on  tl 
opinions  of  dozens  of  experts,  and  profiles  of  th 
most  successful  VC  firms.  We  look  at  how  the  V 
industry  has  transformed  itself  into  a  competith 
mix  of  hot  newcomers  and  trusted  veterans,  w 
share  the  exuberant  stories  of  the  achievements  an< 
sadly,  the  tales  of  the  shady  shenanigans  of  th 
increasingly  ill-mannered  club. 

The  rest  of  this  issue  takes  us  all  over  the  worlj 
from  the  chilly  tundra  of  the  Yukon  to  the  steair) 
jungles  of  the  Amazon,  to  perhaps  the  strange 
place  of  all:  inside  the  Beltway.  Our  guest  essayis 
this  month,  Virginia  Postrel,  Don  Tapscott,  an 
William  Davidow,  offer  strongly  opinionated,  coi 
troversial  predictions  about  the  world  of  politic 
and  the  changing  role  of  government. 

So,  in  this  issue  of  Forbes  ASAP  we  give  y< 
some  stunning  artifacts  from  the  past,  a  cold-ey 
look  at  the  present,  and  an  incisive  vision  of  t 
future  that  affects  us  all. 
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Snip,  snip. 


Remember  being  chained  to  technologj  ? 
Thankfully,  we've  evolved    Introducing  the 
Cordless  Desktop"  iTouch!"   From  up  to  six 
feet  away  this  unique  keyboard  and  mouse 
combination  gives  you  absolute  freedom  to 
point,  click,  type  and  scroll  wherever  you 
feel  comfortable.  What's  more,  it  even  has 
innovative  iTouch  software  that  simplifies 
Internet  surfing  and  gives  you  quick  access 
to  your  computers  (.1)  player  and  MP3 
music  tiles.  The  Cordless  Desktop  i  Touch 
Just  one  of  the  many  \\a\s  to  create  your 
desktop  with  Logitech,    www.logitech.com 


Logitech 

It's  what  you  touch: 
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eBusiness 


Well,  you've  nailed  another  one,  Senor  Sosa.  Opportunity's  what  it's  all  about.  And  in  eBusiness,  it's 
knocking  louder  than  ever.  Because  we've  developed  a  portfolio  of  customer  relationship  solutions 
that  enables  companies  to  integrate  their  sales,  marketing  and  service  capabilities  with  the  new, 
high-performance  Internet.  Turning  every  point  of  customer  interaction  into  an  opportunity  for 


Uas  *  are  trademarks  of  Nortet  Networks  "What  do  you  want  the  Internet  to  be''  Is  a  service  mark  of  Nortel  Networks  ©MOO  Nortel  Networks  All  rights  reserved 


stronger,  more  profitable  customer  relationships.  Just  one  moTe  way  we'Te 
evolving  eBusiness  into  the  way  you  do  business  every  day.  So  come 
together,  right  now  with  Nortel  Networks'".  And  make  the 
Internet  whatever  you  want  it  to  be.  nortelnetworks.com 
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VIRGINIA  POSTREL  is  editor-at-large  of  Reason  magazine  and  a  columnist  for  The  New 
York  Times.  She  is  the  author  of  The  Future  and  Its  Enemies:  The  Growing  Conflict  over 
Itivity,  Enterprise,  and  Progress,  which  recently  was  published  in  paperback  by  Simon  & 
Schuster/Touchstone. 
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vided images  for  numerous  magazines,  including  Esquire,  New  York,  Rolling  Stone,  and  Spin, 
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Express,  Levi's,  MTV,  Seagram,  and  MasterCard  among  his  corporate  clients.  His  home  base 
is  in  New  Mexico. 


Simpsons  originator  MATT  GROENING  created  the  cartoon  characters  portrayed  on  our  cover. 
The  Simpsons,  which  Hist  appeared  m  1987  on  The  Tracey  Ullman  Show,  is  now  the  longest- 
running  prime-time  series  on  television,  Groening  named  some  of  the  characters  after  members  of 
Ins  own  family  —  1  lomer  (his  lather,  grandfather,  and  son),  Marge  (his  mother),  Lisa  and  Maggie 
sursi  —  and  chose  the  name  Bart  for  the  son  because  it  is  an  anagram  for  Brat. 
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ITEDTIME  OFFER*  Get  The  PORT  MiniDEFCON  Security 


*  Purchase  any  carrying  case  from  port.com  and  get  the  PORT 
MiniDEFCON  Security  Lock  For  Only  $6  (while  supplies  last). 
Tuie  PORT  MiniDEFCON  at  www.port.com. 
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multimedia 


ACCESSORIES 


PORT-Noteworthy 
DVD/CD-ROM 
PC  Card  Drive 
Part  #  N  WDVDO I 
Price  $399 


power 

ACCESSORIES 


Targus  Universal  Auto/Air 
Power  Adapter 
Part#  PA350U 
Price  $1  19.95 


connectivity 


ACCESSORIES 


Targus  Retractable 
Phone  Cord 
Part  #  PA200U 
Price  $14.95 


port.com  knows  mobile 
computing  —  so  they  know 
exactly  what  mobile  accessones 
make  me  even  more  productive. 
When  I  needed  a  DVD/CD- 
ROM  PC  card  drive  for  my 
presentation,  they  had  it. 
Connecting  to  the  home 
office...  securing  my  notebook 
anywhere  I  go...  a  power  adapter 
that  works  both  in  my  car 
and  on  the  plane...  they're  one 
step  ahead  of  me.  And  when 
it  came  to  a  carrying  case 
—  with  a  patented  notebook 
protection  system  —  that  let 
me  make  my  office  mobile, 
where  else  could  I  go. 
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USB 


PORT-Noteworthy 
USB  Mobile  Mini  Hub 
Part#NWUSBOI 
Price  $69.99 


arrying  cases 


TB 
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PORT  Corporate 
Standard  Case 
Part  #  PR59600 
Price  $99 


port.com...  just  what 
for  my  notebook. 

For  a  catalog 
or  to  order,  call 

800-894-4084 
or  log  on  to 


port.com 

The  Essential  WebSite 
For  Portable  Computing 


You  have  arrived.  Buildings  reflect  the        It's  your  little  secret  and  you  carry  it  right  then 
power  of  your  gait.  You  have  reached        your  hands.  It's  called  freedom  computing  <=< 
pentium®///     the  ultimate  peak  in  business  portability.        it  can  be  found  in  products  like  the  ultraligj 


aportable  Portege®  and  the  Tecra®  8100  with        It  is  the  ultimate  blend  of  business  might  and  personal 
Mobile  Pentium®  III  processor,  with  up  to  empowerment.  Pick  one  up  and  see  where  it  takes  you. 


MHz,  featuring  Intel®  SpeedStep™  technology. 


Visit  toshiba.com  or  call  1-800-TOSHIBA 


choose  freedom" 

TOSHIBA 


available  at: 


Exeite.com 


e-centives  [E-'sen-tivs]  n.  Special  online  offers  and  digital 
coupons  tailored  to  consumers'  unique  shopping  interests 
— ready  to  redeem  when  they're  ready  to  shop. 


ZDNet.com 


NextCard.com 
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theglobe.com 


Deja.com 


ThirdAge.com 


USATODAY.com 


Prodigy.com 


ComputerShopper.com 


mom.com 


and  more. 


Samantha,  a.k.a.  "Sam" 


►  No  two  consumers  are  looking  for  the 
same  thing,  but  some  of  today's  smartest 
companies  are  using  the  Internet  to  give  them 
exactly  'what  they  want' — with  e-centivesIM 

e-centives  enable  merchants  to  reach  across 
the  Web  to  the  right  audience  at  the  right  time 
with  special  offers  targeted  to  consumers' 
unique  shopping  interests — while  consumers' 
shopping  profiles  are  safeguarded  for  privacy, 
e-centives  provide  a  seamless  user  experience 
designed  to  motivate  consumers  through  the 
purchase  process  by  automatically  recognizing, 
authenticating,  and  applying  the  redemption 
of  their  special  offers  to  their  purchases. 


With  this  unparalleled  technology  and  adj 
to  our  unique  network  of  top  portals,  corl 
and  community  sites,  merchants  are  abl# 

•  acquire  new  customers; 

•  increase  sales;  and 

•  build  customer  loyalty. 

To  realize  the  promise  of  true  'one-to-on< 
marketing,  visit  www.e-centives.com/coi 
orcal!1.877.ECENTIVES. 


e-centives 


what  you  want 

www.e-centives.com/corp 


01999-2000  e-centrves.  Inc.  Ail  rights  reserved.  All  other  brand  names  mentioned  are  registered  trademarks  of  their  respective  holders. 


OUR  READERS  RESPOND 
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IT  AIR 


report  without  any  fear  of  contradiction 
or  misrepresentation.  Stock  symbols 
will  still  be  true  one  year  from  now 
(barring  acquisition  or  something  even 
more  unpleasant),  unlike  some  of  your 
year  2000  estimated  revenue  growth. 
GARRY  A.  GREENE 
ggreene@rjfs.com 

THE  REAL  RAMP  CHAMPS 


self-described  "fiscally  conservative, 
socially  liberal  advocate  of  small  gov- 
ernment and  individual  rights,"  I  was, 
in  fact,  a  libertarian.  Her,  and  ASAP's, 
recognition  of  the  role  of  libertarian- 
style  theory  in  the  development  of  the 
Internet  economy  was,  and  will  con- 
tinue to  be,  instructive  and  refreshing. 
TOM  LUNDIN  JR. 
TCLundin@aol.com 


i  spite  of  Tom  Peters'  recent  departure, 
continue  my  habit  of  first  pricking 
ich  new  issue  with  a  pin  and  measur- 
g  the  quantity  of  hot  air  thus  released 
:fore  venturing  beyond  the  table  of 
mtents.  It  was  with  some  disappoint- 
ent  that  I  determined  the  upward 
end  continues  with  the  April  3  issue. 
pon  closer  examination,  I  found  the 
mrce  of  the  deflation  in  the  following 
cations. 
First,  Geoffrey  Moore's  assertion 
Measuring  Up,"  April  3,  2000]  that 
ie  "new  wealth  creation  [is]. ..entirely 
30ut  vision,"  confirming  that  earnings 
Jn't  matter.  I'm  reminded  of  the  Dutch 
ilip  bulb  futures  I  received  in  a  recent 
heritance.  Second,  the  introduction  of 
ie  concept  of  a  Value  Creation 
idex  ["Introducing  the  New  Value 
reation  Index,"  April  3,  2000]  reveals 
idvanced  statistical  techniques"  capa- 
le  of  magically  associating  one  known, 
easured  effect,  i.e.,  market  valua- 
on,  with  a  multitude  of  speculative 
mses.  The  old  phrase  "putting  the 
in  before  the  horse"  comes  to  mind. 
ICHAEL  C.  DELANEY 
cdelany@flash.net 

IVEME  A  SIGN 

'«  very  annoying  to  read  through 
^ur  magazine,  especially  the  feature 
"tides,  be  introduced  to  company  after 
>mpany,  and  not  be  given  their  stock 
'mbol.  It  is  data  of  fact  that  you  can 


A  new  list  please:  Which  "Ramp  Champs" 
[April  3,  2000]  can  translate  most  quickly 
their  revenue  growth  into  significant 
earnings  vs.  their  market  value  today? 
RICHARD    ARNOLD 
West  Hartford,  Connecticut 

FRIENDS  IN  HIGH  PLACES 

I  happen  to  know  someone  who  resem- 
bles the  projected  image  of  the  fur-clad, 
sunglass-bespectacled  lady  in  a  private 
jet  in  LuxuryFinder.com's  ad  [Launch, 
"Are  You  Loathsome  Tonight?"  April  3, 
2000].  But  she  doesn't  carry  a  laptop 
because  it's  passe.  Palm  is  more  like  it. 
ROBIN  BEHAR 
rbehar@istar.ca 


Thanks,  Tom,  for  having  the  guts, 
creativity,  charisma,  and  chutzpah  to 
put  yourself  on  the  line  year  after  year, 
going  against  the  grain,  forcing  us  to  at 
least  think.  Thanks  for  your  never-end- 
ing circle  of  excellence  and  your  passion 
for  WOW! 

Like  the  Fords  and  the  Carnegies 
and  the  Rockefellers  of  yesterday's  revo- 
lution, new  leaders  are  emerging  from 
today's.  Many  of  the  leaders  of  today 
were  undoubtedly  sparked  by  a  Peters- 
ism.  Thanks  for  the  memories  that  you 
have  inspired  in  the  pages  of  Forbes 
ASAP,  and  the  ones  you  have  yet  to  create. 
JEFF  KAGAN 
Jeff@jeffkagan.com 


CRAZY  GEORGE 

George  Gilder  ["The  End  Is 
Drawing  Nigh,"  April  3, 
2000]  should  be  confined 
somewhere  before  he  hurts 
himself. 
BERT  KIZER 
BertKizer@aol.com 

GOODBYE,  VIRGINIA  AND  TOM 


I  am  saddened  to  see  the  retirement 
of  Virginia  Postrel's  column.  Always 
engaging  and  immensely  insightful,  her 
Forbes  ASAP  column  led  me  to  seek  out 
her  Reason  magazine  columns,  and  con- 
sequently to  discover  that,  as  a  longtime 


George  Gilder  should  be 

ined  somewhere 
he  hurts  himself. 


MAC  ATTACK  II 

Please  tell  me  how  much  experience  any 
of  your  staff  or  family  or  friends  have 
with  Macintoshes?  Your  publications 
(ASAP  and  Forbes)  both  display  a  dis- 
paraging and  uninformed  attitude.  Your 
most  recent  comment  in  this  vein  —  to 
Michael  Clervi  in  the  February  21  issue 
["Letters  to  ASAP"]  —  citing  the  fact 
that  Apple  has  "about  10%  market 
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EVERYBODY  THINKS  THEIR  CITY  IS  THE  BEST 
PLACE  FOR  YOUR  CORPORATE  RELOCATION. 

EVERYBODY  ELSE  THINKS  OURS  IS. 


* 


M0to**%    •Jacksonville 


Dun  &  Bradstreet  ranks  Jacksonville  as  one  of  the  top  markets  in  the 
country  for  small  business  formation.  FITCH  has  consistently  ranked  JEA 
as  the  country's  leading  electric  utility  company.  Jacksonville  was  number 
one  on  Expansion  Management  magazine's  list  of  "America's  50  Hottest 
Cities."  Money  magazine  has  said  it's  one  of  the  best  places  to  live  in 
the  U.S.  And  it  was  among  the  "Best  Large  Cities  for  Entrepreneurs" 
according  to  Entrepreneur  magazine. 

In  fact,  when  it  comes  to  business  relocation  and  expansion,  just  about 
everybody  who's  anybody  will  tell  you  that  Jacksonville  is  the  place  to  be. 
For  more  information,  call  Jerry  Mallot,  the  Executive  Director  of  Economic 
Development,  at  1-904-366-6680. 


JE  X  PA  N  S  I  O  N     i-   l   I  1 
acksonville: 

■ 


JEA 


'iis message  is  a  cooperative  eM  ot  the  Jack.-  omrTCrce.JEAIeleclnc,  water  andsawO. 

:  cmeni  Commsaoa  't  Ciay  County  Economic  Development  Council,  the 
rC  me  Putnam  County  Ctantte  [  ramlw  of  i  cmnwue.  3  Independent  Drive.  Jacksonville  FL  32202 


Letters 


share,"  whether  true  or  not,  is  irrel 
vant:  Everyone,  including  Dell,  Gat 
way,  and  Compaq,  has  had  times  who 
its  market  share  was  about  10%. 

In  fact,  I  am  getting  tired  of  the  at, 
tude  of  much  of  the  editorial  staf 
at  Forbes.  Let  me  tell  you,  you  are  n 
with  it.  I  quit  on  Business  Week  ail 
Fortune  some  time  ago  as  the  result  ; 
not  having  time  to  read  everythin 
Since  I  have  just  picked  up  some  ma 
online  subscriptions,  you  are  next  q 
my  drop  list  as  being  not  worth  the  tin 
to  plow  through. 
CAROL  LeKASHMAN 
clek@macconnect.com 

Forbes  ASAP's  editorial  and  art  depal 
ments  both  work  solely  on  Macs. 

— The  ea 

DON'T  CANCEL  YOUR 
SUBSCRIPTIONS  YET 

I  don't  understand  why  traditioni. 
media  should  be  so  worked  up  abo 
what  Slashdot  is  doing  [Net  vs.  Nori 
"The  Slashdot  Effect,"  February  21 
2000].  We  see  parallels  in  most  prl; 
fessions  involved  in  research  r 
applied  research.  Consider  the  Jourrl 
of  the  American  Medical  Association 
Most  of  the  articles  are  written  I 
research  professionals  and  are  rath- 
tough  to  understand  unless  you  a 
involved  in  medical  care  delivery. 

The  articles  are  usually  extremes 
technically  oriented  and  clinicalfl 
detailed.  The  purpose  of  such  a  public! 
tion  is  clearly  not  for  the  enlightenme: 
of  the  common  man  but  for  the  cro* 
pollination  of  ideas  that  may  or  m|| 
not  bring  about  further  breakthrough 
in  medicine. 

I  think  Slashdot  deserves  a  pat  <j| 
the  back  for  pioneering  a  new  way  I 
accelerate  research  and  developmei, 
and  giving  traditional  media  bettl 
stuff  to  report  on.  Maybe  the  Journal  I 
Accountancy  or  the  Civil  Engineerim 
Journal  will  license  Slashdot  technolofl 
to  aid  in  making  the  next  quantum  le> 
in  industry  development.  That'll  rea 
give  the  "traditional  media"  somethi; 
to  howl  about,  won't  it? 
BRETT    ELMER 
elmer@cybertrails.com 


THE     MECHANICS     OF     WEALTH    ] 


[CmdrTaco's]  approach  just  might 
lk  some  general-interest  publications, 
it  it  won't  sink  them  all. 

Direct-from-the-experts  cyberspace 
ws  might  be  grand  for  keeping  on  top 

the  latest  e-telligence.  But  some  folks 
lebrate  the  aesthetics  of  a  well-crafted 
tide.  I  can  turn  on  my  computer  to 
t  the  latest  sports  scores,  but  it's  on 
e  pages  of  Sports  Illustrated  that  I 
id  wit,  insight,  and  literary  craftsman- 
ip.  Online  tidbits  keep  me  posted 
iout  the  latest  war  and  mayhem.  But 
s  between  the  printed  covers  of  The 
iantic  Monthly  (or  even  Forbes  ASAP) 
at  I  go  for  reading  pleasure,  tucked  in 
y  bed  at  night.  (And,  no,  an  e-book  or 
magazine  does  not  offer  quite  the 
me  experience.) 

CmdrTaco  makes  one  grossly  mis- 
ken  assumption.  He's  selling  expert- 
-expert  dialogue,  which  is  fine.  But  it's 
»t  for  everyone. 

NN    SCARLETT 
nns@reason.org 

NSORED 

'e  received  a  letter  from  the  Florida 
epartment  of  Corrections  notifying 
:  that  our  April  3,  2000,  issue  was 
mpounded  pending  review  by  the 
epartment's  Literature  Review  Com- 
ittee.  This  was  decided  because  the 
arden  or  designee  believes  that  the 
tblication  may  contain  subject  matter 
at  is  inadmissible."  The  department 
ted  "pages  57-62  and  64 — 'How  to 
ack  a  Bank.' "  — The  eds. 

(RATA 

"More  Survival  Advice"  [April  3, 
300],  we  incorrectly  stated  that  the 
lexander  Group  was  an  executive 
cruitment  firm.  It  provides  marketing 
id  sales  management  consulting  services; 
does  not  conduct  executive  searches. 
h  regret  the  error. 

EADERS,  TELL  US  WHAT  YOU  THINK: 
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rant@forbesasap.com 
(650)   558-4995 
555  Airport  Blvd.,  5th  Fir. 
Burlingame,  CA  94010 

www. fox  besasap.com 


Wondering 

how  to  get  cash  out 
of  your  vested   stock 
options  and  still  keep  the 
underlying    shares?   With 
our  Option  Conversion   LoanfM 
you  can  generate 
cash  and  protect 
the  current  value 
of  your  positions. 
Meanwhile,  you'll 
still   benefit  from 
any  future   gains, 
as  you   retain   ownership 
of  your  converted  shares. 
Any    questions? 
Call     1-888- 
DERIVIUM  or  visit 
Derivium.com. 

We  can 

help  you  tap 

the  wealth  in 

your  vested 

employee  stock 

options. 


DERIVIUM 
CAPITAL 


1      888     DERIVIUM 


WWW.DERIVIUM.COM 


CLIENT  SERVICES  OFFICE  TEL  415  983  9500  FAX  415  983  9510 

©2000  DERIVIUM  CAPITAL,  LLC  THE  90%  STOCK  LOAN  IS  A  PROPRIETARY  PROGRAM  AND  A  SERVICE  MARK  OF  DERIVIUM  CAPITAL 

$100,000  MINIMUM  PORTFOLIO  VALUE  REQUIRED  TO  QUALIFY. 


:OOSS  oro.  inc. 


it.  Embrace  it  even.  That's  where  we  come  in.  With  a  network  of  skilled  professi 
•    powerful  resource  management  tools,  including  a  unique  contracts 


will  continue  to  change  the  face  of  the  planet 


Darwinists  will  point  to  the  workplace  as  proof 


UH^^H 

jvolutionary  procurement  technology  and  services  that  integrate  seamlessly  into  your  existing 
re.  All  designed  1o  help  you  manage  the  emerging  workforce.  Before  it  starts  to  manage  you. 

£$J  SkillsVillage.com™ 

A  new  force  at  work. 

Travelocitij.com 

A     Sabre     Company 


When  100%  annual  growth  hit  Travelocity.com,  they  turned  to  NCR. 

How  will  you  handle  success? 


Relationship  Technology  Solutions.  They  can  transform  random  Web  site        ^^   ^^      *    /  S^.  II      I  fl   I  ^^ 

visits  and  transactions  into  keen  insight  about  your  customers'  individual  W  I  tL    1%  I 

wants  and  needs,  while  respecting  their  privacy.  Travelocity.com  uses  their        B^   ^^  ^^  ^^  »1    ™  ^F 

Introducing   Relationship  Technology"  Solutions  from   NC 


NCR  1eradata~  Active  Data  Warehouse,  the  most  intelligent  relationship 
engine  on  the  planet,  for  analysis  of  customer  transactions  enabling  them 
to  make  current,  effective  decisions  tailored  to  the  particular  needs  of  each 
customer.  The  results  helped  make  Travelocity.com  the  world's  largest 
-e-travel  business.  And  because  there's  no  limit  to  the  power  of  the 
Teradata  Active  Data  Warehouse,  Travelocity.com's  phenomenal  growth 
x  be  a  problem.  If  you  want  to  make  sure  your  e-business  is 


s$,  visit  www.teradata.com  and  get  your 


T 


DO  YOU  KNO 

GDncr 
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The  Big  Five  Toe  the  Line 

Stock  payments  signal 

potential  conflicts  of  interest 


E     BIG     FIVE  accounting  firms  have  long  goosed 
ir  bottom  lines  by  selling  computer  consulting  ser- 
:s  to  the  same  companies  they  audit.  Given  that  the 
urities  and  Exchange  Commission  (SEC)  considers 
litor  independence  to  be  important,  it's  odd  that  a 
n  that  audits  the  books  should  be  permitted  to 
ngineer  that  same  company's  IT  infrastructure.  After 
SEC  regulations  say  your  auditor  can't  also  be  your 
)kkeeper,  lawyer,  or  broker  because  that  might  pre- 
t  it  from  "exercising  objective  and  impartial  judg- 
nt  on  all  issues  brought  to  the  auditor's  attention." 
Now  the  SEC  seems  ready  to  end  what  some  may 
'  its  willful  ignorance  of  Big  Five  consulting,  ending 
potential  conflict  of  interest.  And  the  accounting  firms, 
their  part,  are  taking  it  on  the  chin,  looking  for  ways  to 
,  spin  off,  or  reorganize  their  consulting  operations. 
The  SEC  denies  it's  cracking  down,  but  critics  disagree, 
nvincing  the  SEC  to  take  a  tougher  stance  on  this  conflict 
nterest  was  a  long  while  coming,  says  Abraham  J.  Briloff, 
iessor  emeritus  at  Baruch  College  at  the  City  University  of 
w  York.  For  at  least  30  years,  Briloff  has  been  a  highly 
:al  critic  of  consulting  practices  by  accounting  firms  that 
icurrently  conduct  audits. 

His  warnings,  however,  have  generally  fallen  on  deaf 
s,  probably  because  IT  consulting  was  so  lucrative, 
addition,  many  in  the  accounting  profession  didn't  see  a 
iflict  of  interest.  "There  is  another  side  to  the  argument," 
ims  Susan  Coffey  of  the  American  Institute  of  Certified 
jljc  Accountants  (AICPA).  "A  greater  familiarity  with  a 
nt's  computer  system  could  actually  improve  the  quality  of 
audit." 


MUM 


The  New,  New  OED 

Investomer  n  A  customer  who  is  also  a  shareholder,  via  a  direct 
stock  purchase  plan:  Coined  by  StockPower,  a  San  Francisco-based 
company  whose  technology  helps  corporations  sell  shares  directly 
to  online  investors,  the  term  takes  Fidelity's  Peter  Lynch's  investing 
mantra  to  the  extreme.  So,  a  Starbucks  employee  might  ask 
patrons,  "Would  you  like  some  stock  with  that  latte?" 

BLAISE  ZEREGA 


BIG  5 

Accountlna 

and      * 


The  SEC  has  recently  come  closer  to  Briloff 's  view,  partly 
because  of  changes  in  the  way  that  IT  consulting  firms  have 
been  accepting  payment.  "A  number  of  compensation  agree- 
ments appear  to  involve  contingency  fees  and/or  entering  into 
joint  ventures,"  says  Scott  Bayless,  associate  chief  accountant 
at  the  SEC.  "And  those  pose  some  independence  problems. 
When  these  types  of  problems  exist,  they  invite  SEC  scrutiny." 
Bayless  notes  that  the  SEC  has  also  been  "historically  con- 
cerned that  certain  aspects  of  IT  consulting  could  potentially 
cause  an  auditor  to  have  independence  problems,  especially 
if  they're  maintaining  the  basic  accounting  records  that  are 
being  audited." 

These  changes  in  compensation  agreements  were  a  result 
of  the  explosion  of  interest  in  e-commerce — a  market  that 
has  created  an  enormous  demand  for  qualified  individuals 
who  understand  both  business  and  IT.  "In  most  cases,  such 
employees  would  rather  work  directly  for  the  startup — and 
get  a  big  block  of  potentially  valuable  stock  —  than  for  a 
consulting  firm,  where  the  only  way  to  make  the  big  bucks 
is  to  hang  around  for  years,  waiting  to  become  a  partner," 
says  Larry  Parnell,  director  of  public  relations  at  Big  Fiver 
Ernst  &  Young. 

"Recruiting  pressure  is  very  high,  and  recruits  increasingly 
want  a  part  of  the  action,"  says  Lewis  Pinault,  formerly  of 
Boston  Consulting  Group,  Gemini  Consulting,  Arthur  D.  ► 
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■4  Little,  and  author  of  Consulting  Demons  (HarperBusiness, 
2000),  an  expose  of  the  consulting  business.  Employee 
demands  for  more  liberal  compensation  drove  the  Big  Five 
to  allow  consulting  employees  to  be  compensated  with  stock 
in  the  company  they  were  helping.  "That  was  just  one  more 
thing  creating  a  potential  legal  conflict,"  according  to  Dennis 
Wayson,  vice  president  and  chief  analyst  at  market  research 
firm  Dataquest.  He  says  that  "the  government  has  been  on 
the  case  of  all  of  the  Big  Five  about  this  issue." 

Largely  as  a  result  of  the  increased  regulatory  pressure, 
two  firms — PricewaterhouseCoopers  and  KPMG — have  spun 
off  their  consulting  businesses  into  separate  companies.  Ernst 
&  Young  has  reached  an  agreement  to  sell  its  consulting 
business  outright  to  a  Paris-based  IT  consulting  house,  Cap 
Gemini,  and  Andersen  Consulting  has  already  separated  itself 
from  its  erstwhile  parent,  Arthur  Andersen.  That  leaves  only 
Deloitte  Touche  Tohmatsu  continuing  with  an  integrated  full- 
service  approach.  However,  even  Deloitte  Touche  Tohmatsu  is 
"keeping  its  options  open,"  according  to  a  company  spokes- 
person, implying  that  it  might  consider  a  similar  move. 

Spinning  off  IT  consulting  should  allay  the  independence 
fears  of  the  SEC  and  allow  those  divisions  to  cut  compensa- 
tion deals  that  better  fit  the  dot-com  business  model.  "There 
have  been  dramatic  changes  over  the  past  two  years  in  both 
the  market  and  regulatory  environments,"  explains  Steven 
Silber,  corporate  spokesperson  for  PricewaterhouseCoopers, 
"and  these  changes  demand  nothing  less  than  a  comprehen- 
sive and  long-term  solution." 

GEOFFREY  JAMES 


Smog  and 
Mirrors 

Drivers  who  encounter 

this   truck   on   the 

congested  streets  of 

Los  Angeles.  New 

York,  or  San  Francisco 

might,  after  cursing 

it  for  stopping  traffic. 

believe  it  to  be  filled 

with  movie  videos, 

since  that's  what 

BigStar.com  sells.  Wrong.  The  cargo?  Copiers,  pizza  boxes, 

bananas — anything  local  delivery  trucks  deliver  MediaVehicles, 

the  company  that  sells  the  ad  space  on  the  trucks,  says 

dot-coms  like  the  idea  because  it  gives  people  the  illusion  that 

the  company  whose  name  appears  on  the  truck  is  "busy 

isful." 

ANDREW  FREIBURGHOUSE 
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©Work 

A  Friend  to  "Friends 
of  the  Company" 


"You've  got  options!" 


MARTY     GRASSER 

should  be  the  most  beloved 
man  in  high  tech.  As  a 
directed-shares  sales  asso- 
ciate for  investment  bank 
Robertson  Stephens,  Grasser 
notifies  individuals  that  an 
IPO-bound  company  has 
designated  them  "Friends  of 
the  Company."  That  means 
they  have  been  granted  stock 
options  at  the  premarket 
IPO  price.  The  average  IPO 
in  1999  enjoyed  a  68% 
first-day  gain.  Still,  the 
good  news  he  delivers 
isn't  always  well  received, 
or  even  comprehended. 

"We  have  from  the 
time  the  shares  price  until 
7  o'clock  the  next  morning 
to  get  hold  of  everyone  on 
the  'Friends  and  Family'  list, 
or  else  they're  going  to  lose 
their  shares,"  says  Grasser. 

"OnDisplay  was  so  hot 
the  bank  kept  upping  the 
price  before  the  IPO — it  was 
obvious  it  was  going  to  go 
through  the  roof.  But  a  lot 
of  people  I  deal  with  don't 
necessarily  understand 
what's  happening  when  the 
price  goes  up.  I  tell  them  the 
stock's  now  priced  at  $24 
to  $28,  and  they'll  tell  me, 
What!  I  thought  it  was  $11 
to  $13.  They  don't  really 
understand  that  this  is  a 
good  thing,  this  is  going  to 
make  you  way  more  money. 
I  had  one  lady  turn  down 
2,000  shares,  saying  it  was 
too  expensive.  She  ended  up 
missing  out  on  a  $49  profit 
per  share— $98,000  total- 
in  one  day.  She  called  me 


back  late  that  day  in  tears: 
'Is  there  any  way  I  can  tak 
my  shares  back?'  But  they 
had  already  been  given  out 
"I've  called  and  had  an 
employee's  mom  hang  up 
on  me  three  times  because 
she  thought  I  was  a  retail 


DO  NOT  HANG  UP  WHEN  THIS  MAN  CALLS.  I 

broker  cold-calling  her  sonl 
I  finally  got  in  touch  with  I 
the  guy  just  before  the  marl 
ket  opened  and  I  told  him,  I 
'I've  got  some  shares  here  I 
for  you,  but  man,  your 
mom's  killing  me.'  And  he  I 
says,  'Oh,  my  God!  Thank  j 
God  you  got  in  touch  with  I 
me!'  That's  the  pressure  of  I 
the  job:  You  make  a  mistalj 
or  slack,  you  could  cost 
someone  a  lot  of  money. 

"If  I  got  a  call  from 
someone  like  me,  I'd  take  il 
And  I'd  do  whatever  it  tak« 
to  get  the  money  together.  I 
Loans,  whatever.  It's  like 
getting  free  money.  Pay  me] 
$20,000  right  now,  and  in  ] 
a  week  you'll  get  $40,000  ] 
back  —  it's  that  simple." 

ANDREW  FREIBURGHOul 
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Unlocking  the  mysteries  of  eBusiness. 


N 


!Y 


f.& 


r* 


• 


*  m 


Let's  face  it.  eBusiness  is  still  a  mystery  to  most  people.  How  do  you  get  tram  here  to  there?  And  once  you're  there. 
how  do  you  succeed?  It  is  a  monumental  undertaking,  one  that  really  takes  the  help  of  superior  software  and  services. 
And  that's  the  business  of  interBiz.  We've  put  all  those  years  of  CA  experience  into  the  solution  you've  been  searchi 
for:  BizWorks,  the  Business  Intelligence  Suite.  We  can  take  the' mystery  out  of  eBusiness— and  help  i — 

you  identify  new  markers  and  opportunities.  Call  1-800-997-9014.  or  visit  www.interBiz.ca.com. 
We'll  make  a  believer  out  of  you.  .~>  •    .    - ' 
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Midwestern 
Cash  Infusion 

Chicago  is  Draper  Fisher 
Jurvetson's  kind  of  town 

AN  EAGER  Chicago-based  CEO  stops  midsentence  to  ask 
in  a  Hollywood-star-worshiping  tone:  "You  know  Draper 
Fisher's  coming  to  town,  don't  you?"  West  Coast-based  ven- 
ture capital  firm  Draper  Fisher  Jurvetson  is  soon  to  be  the 
icing  on  the  cake  of  Chicago's  recent  technology  success.  In 
the  emerging  digital  economy,  the  City  of  Big  Shoulders  is 
starting  to  carry  its  weight  with  a  healthy  business  climate,  a 
talented  and  educated  tech  labor  pool,  and  now,  some  long- 
overdue  venture  capital  dollars. 

As  recently  as  1997,  Chicago  was  home  to  only  a  handful 
of  venture  capital  firms.  In  the  past  three  years,  60  funds, 
managing  more  than  $12  billion,  emerged  in  the  Windy  City, 
thanks  to  VCs  such  as  William  Blair  &  Co.,  New  World 


Fear  of  Fruit-Flying 

SOUNDS  LIKE  the  engineers  at  UC  Berkeley 
took  Vincent  Price's  performance  seriously  when  they 
saw  The  Fly  as  kids.  They're  currently  working  on  a  proj- 
ect to  harness  the  power  of  flies  —  bur  for  good,  not 
evil.  These  mad  onjjmi'i'rs^^^.  .ire  developing 
a  "micromechaniL.il  ^^k  ^^"  flying  insect" 
th.it  might  one        ^k      ^^^d.iv  (in  2003,  they 

redict)  be  used  to  swarm 
over   forests   looking   for   lost 
hikers,  or  buz/  through  earth- 
quake-damaged buildings  to 
nd  survivors.  The  10mm  to 
25mm  (that's  wingtip  to  wing- 
tip)  robots  will  have  miniature 
onboard  microprocessors  for  remote  computer  con- 
trol, and  they  will  use  simple  optical  sensors  and  gyro- 
scopes for  altitude  control  and  st.ibilirv. 

To  understand  how  the  micromechanical  insects 
might  fly,  VC.  Berkeley  researchers  are  studying  the 
airflow  and  force  generated  by  actual  live,  tethered 
fruit  flies.  Other  potential  applications  include 
artificial  pollination  for  agriculture  and  "sending 
them  off  to  keep  an  eye  on  your  kids."  This  is  no  fly- 
night  proiect:  Both  the  Office  of  Naval  Research 
and  rhe  Defense  Advanced  Research  Projects  Agency 


SALLY  McGRANE 


Equities,  KB  Partners,  Kettle  Partners,  and  Tribune  Venture! 
In  the  past  year,  Chicago  has  seen  a  97%  surge  in  both  prl 
vate  and  public  money  for  the  high  tech/Internet  communitj 
surging  past  Boston  as  the  fourth-largest  technology  region  il 
the  country. 

But  none  of  these  VCs  has  the  high-flying  repute  of  supel 
star  Draper  Fisher  Jurvetson,  which  is  setting  up  an  affiliatl 
office  in  downtown  Chicago.  There,  four  to  five  professional 
will  handle  15  to  20  deals  per  year.  "Chicago  is  the  next  greJ 
arena,"  claims  DFJ's  director,  Warren  Packard.  The  firm  ha 
already  invested  $9  million  in  local  Chicago  company  Digital 
Work,  which  offers  human  resource,  marketing,  and  financiJ 
services  for  small  businesses  and  has  just  filed  for  an  initiJ 
public  offering. 

"DFJ's  a  big  one,  and  rumor  has  it  that  Softbank,  Bencrl 
mark,  and  Kleiner  Perkins  may  soon  open  offices  here,"  saw 
Ron  May,  publisher  of  the  May  Report,  an  email  newsletta 
that  follows  Chicago's  high  tech  environment. 

Divine  interVentures,  an  Internet  holding  company  with  I 
$400  million  fund,  is  moving  its  suburban  headquarters  to  I 
Chicago-based  incubator  campus  for  Internet  startups.  A| 
parr  of  rhe  city's  technology  action  plan,  the  $62.9  million 
7.2-acre  facility  will  house  up  to  600  new  employees. 

"The  political  climate  is  right,"  says  Divine's  CEO,  Andrew 
"Flip"  Filipowski.  Chicago's  Mayor  Richard  Daley,  alonl 
with  Divine  and  Mesirow  Financial,  created  rhe  Big  Shouldeil 
Inter- Tech  Fund,  a  $100  million  seed  capital  fund  to  bl 
managed  by  Divine.  In  1999,  the  city  actually  spent  an  addl 
tional  $50  million  in  real  estate  deals,  which  helped  funl 
Divine's  incubation  space,  the  Lakeside  Technology  Centel 
the  Chicago  Information  Technology  Exchange,  and  Whittmarl 
Hart's  new  Chicago-based  complex.  Whittman-Hart,  whicl 
recently  merged  with  USWeb/CKS  to  form  MarchFirst  (thl 
leading  global  Internet  professional  services  firm),  plans  tl 
keep  its  headquarters  in  Chicago.  KRISTIN  DEMOl 
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t  settle  for 
dial-up  at  the  office.  Wh 
ut  up  with  it  on  the  roa 

iu  travel,  make  sure  you  stay  at  a  hotel  that  offers  CAIS  Internet.  It's  30-50  times  faster  than  dial-up  service.  It's  In  more  hotels  than  any  other  provider.  And  all  you 
g  your  ethernet  card,  plug  it  in.  and  get  to  work.  Check  it  out:  ALABAMA  —  Embassy  Suites  Montgomery,  Montgomery  334-269-5055  •  Hilton  Garden  Inn  Orange  Beach 
jachfront.  Orange  Beach  334-974-1600  ARIZONA  —  Hilton  Phoenix  Airport.  Phoenix  480-894-1600  •  Hilton  Scottsdale  Resort  and  Villas.  Scottsdale  480-948-7750  •  Hilton 
jites  Phoenix  Plaza.  Phoenix  602-222-1111  •  Holiday  Inn  Palo  Verde.  Tucson  520-746-1161  •  Marriott  University  Park.  Tucson  520-792-4100  •  Pointe  Hilton 
Mountain  Resort.  Phoenix  602-431-6402  •  Pointe  Hilton  Squaw  Peak  Resort.  Phoenix  602-997-2626  CALIFORNIA  —  Anaheim  Orange  Hilton  Suites.  Orange 
14-938-1111  •  Beverly  Hills  Hilton.  Beverly  Hills  310-285-1380  •  Embassy  Suites  Monterey.  Monterey  831-393-1115  •  Hampton  Inn  &  Suites  Garden  Grove.  Garden  Grove 
'  -"03-8800  •  Hilton  Burbank  Airport  &  Convention  Center,  Burbank  818-843-6000  •  Hilton  Garden  Inn  Anaheim-Garden  Grove.  Garden  Grove  714-703-9100  •  Hilton 
arden  Inn  Arcadia-Pasadena.  Arcadia  626-574-6900  •  Hilton  Garden  Inn  LAX/EI  Segundo.  El  Segundo  310-726-0100  •  Hilton  Garden  Inn  Valencia  Six  Flags.  Valencia 
51  -254-8800  •  Hilton  Inn  in  Torrance.  Torrance  310-540-0500  •  Hilton  La  Jolla  Torrey  Pines.  La  Jolla  858-558-1500  •  Hilton  Los  Angeles  Airport.  Los  Angeles  310-410-4000  • 
iiton  Palm  Spnngs  Resort.  Palm  Springs  760-320-6868  •  Hilton  Pasadena.  Pasadena  626-577-1000  •  Hilton  San  Francisco  &  Towers.  San  Francisco  415-771-1400 

^ong  Beach.  Long  Beach  562-983-3400  •  Hilton-Oakland  Airport.  Oakland  510-635-5000  •  Hilton-Whittier.  Whittier  562-945-8511  •  Holiday  Inn  Bay  Bridge, 
meryville  510-658-9300  •  Holiday  Inn  Northglenn.  Northglenn  303-452-4100  •  Holiday  Inn  Sacramento  Capitol  Plaza.  Sacramento  916-446-0100  •  La  Jolla  Marriott. 
3  Jolla  858-587-1414  •  Ontario  Airport  Hilton.  Ontario  909-980-0400  •  Pleasanton  Hilton.  Pleasanton  925-463-8000  •  Ramada  Hollywood.  Los  Angeles  323-660-1788  • 

i  Garden  Hotels.  Sunnyvale  408-747-0999  COLORADO  —  Hilton  Garden  Inn  -  Denver  International  Airport.  Aurora  303-371-9393  •  Holiday  Inn  Denver  International 
jrport.  Aurora  303-418-0400  •  Radisson  Hotel  Denver  Stapleton.  Denver  303-321  -3500  •  Radisson  Inn  Colorado  Springs  North.  Colorado  Springs  71 9-598-5770  •  Radisson 
orth  Denver  Graystone  Castle  Thornton  303-451-1002    CONNECTICUT  —  Hilton  Southbury.  Southbury  203-598-7600    DISTRICT  OF  COLUMBIA  —  Embassy  Square 

-eld  Suites  Washington.  DC  202-659-9000  •  Hilton  Washington  and  Towers.  Washington.  DC  202-483-3000  •  Marriott  at  Metro  Center.  Washington.  DC 
32-737-2200  •  The  Capitol  Hilton.  Washington.  DC  202-393-1000  •  The  Washington  Court  Hotel  on  Capitol  Hill.  Washington.  DC  202-628-2100  •  Washington  Marriott, 
/ashmgton.  DC  202-872-1 500  FLORIDA  —  Embassy  Suites  Tampa.  Tampa  81 3-977-7066  •  Hilton  Garden  Inn  Jacksonville  JTB/  Deerwood  Park.  Jacksonville  904-997-6600  • 
Garden  Inn  Lake  Mary.  Lake  Mary  407-531-9900  •  Hilton  Garden  Inn  Tallahassee.  Tallahassee  850-385-3553  •  Hilton  Naples  &  Towers.  Naples  941-430-4900  •  Hilton 
i-  ando-Altamonte  Springs.  Altamonte  Spnngs  407-830-1985*  Hilton  Palm  Beach  Airport,  West  Palm  Beach  561 -684-9400  •  Hilton  Sandestin  Beach  and  Golf  Resort.  Destin  850- 
57-9500  •  Radisson  Resort  Coral  Springs.  Coral  Spnngs  954-753-5598  •  Staybridge  Suites  by  Holiday  Inn.  Miami  305-500-91 00  •  Staybridge  Suites  by  Holiday  Inn.  Naples  941  - 
13-8002  •  Westm  Innisbrook  Resort.  Palm  Harbor  727-942-2000  •  World  Golf  Village  Resort  Hotel.  St  Augustine  904-940-8000  GEORGIA  —  Hilton  Atlanta  Airport.  Atlanta  404- 
57-9000  •  Hilton  Atlanta  and  Towers  Downtown,  Atlanta  404-659-2000  •  Hilton  Atlanta  Northwest.  Atlanta  770-953-9300  •  Hilton  Garden  Inn  Atlanta  North  Johns  Creek.  Duluth 
70-476-1 966  •  Hilton  Garden  Inn  Atlanta  Perimeter  Center.  Atlanta  404-459-0500  •  Holiday  Inn  Select  Atlanta  Airport.  South  College  Park  404-763-8800  •  Radisson  Riverfront 
lotel.  Augusta  706-722-8900  •  Staybridge  Suites  by  Holiday  Inn.  Alpharetta  770-569-7200  •  Staybridge  Suites  by  Holiday  Inn  Atlanta  Perimeter.  Dunwoody 
"8-320-0111  •  Westm  Peachtree  Plaza.  Atlanta  404-659-1400  HAWAII  —  Hilton  Hawaiian  Village.  Honolulu  808-949-4321  ILLINOIS  —  Doubletree  Club  Hotel.  Palatine 
-"-359-6900  •  Hilton  Chicago  and  Towers.  Chicago  312-922-4400  •  Hilton  Chicago  O'Hare  Airport.  Chicago  773-686-8000  •  Hilton  Garden  Inn  of  Addison.  Addison 
-0500  •  Hilton  Garden  Inn  Chicago  Downtown.  Chicago  312-595-0000  •  Hilton  Lisle-Naperville,  Lisle  630-505-0900  •  Hilton  Northbrook.  Northbrook  847-480-7500  • 
Hon  Oak  Lawn.  Oak  Lawn  708-425-7800  •  Hilton  Springfield.  Springfield  21 7-789-1 530  •  Oakbrook  Terrace  Hilton  Suites.  Oakbrook  Terrace  630-941  -01 00  •  Palmer  House  Hilton, 
•rncago  31 2-726-7500  INDIANA  —  Ramada  Inn  Plaza  Hotel  Conference  Center.  Columbus  81 2-376-3051  IOWA  —  Collins  Plaza.  Cedar  Rapids  31 9-393-6600  •  Radisson 
avenport.  Davenport  31 9-322-2200  KANSAS  —  Hilton  Wichita  Airport  Executive  Conference  Center.  Wichita  31 6-945-5272  KENTUCKY  —  Hilton  Garden  Inn  Louisville  East. 
ouisville  502-297-8066  •  University  Plaza  Bowling  Green.  Bowling  Green  270-745-0088  LOUISIANA  —  Hilton  New  Orleans  Airport,  Kenner  504-469-5000  •  New  Orleans  Hilton 
iverside.  New  Orleans  504-561  -0500  MARYLAND  —  BWI  Airport  Marriott.  Baltimore  41 0-859-8300  •  Gaithersburg  Hilton.  Gaithersburg  301  -977-8900  •  Hilton  Garden  Inn  White 
larsh.  Baltimore  410-427-0600  •  Staybridge  Suites  Columbia/Baltimore  Baltimore  410-964-9494  MASSACHUSETTS  —  Hilton  Logan  Airport.  Boston  617-568-6700 
IICHIGAN  —  Hilton  Garden  Inn  Plymouth.  Plymouth  734-420-0001  •  Hilton  Inn  Southfield.  Southfield  248-357-1100  •  Hilton  Suites  Auburn  Hills.  Auburn  Hills  248-334-2222 
IINNESOTA  —  Hilton  Minneapolis  &  Towers.  Minneapolis  612-376-1000  •  Radisson  Plaza  Minneapolis.  Minneapolis  612-339-4900  •  Staybridge  -  Eagan.  Eagan  320-235-7207 
IISSOURI  —  Chateau  on  the  Lake.  Branson  417-334-1161  •  Embassy  Suites  Hotel  at  KCI  Airport.  Kansas  City  816-891-7788  •  Holiday  Inn  North.  Springfield  41 7-865-8600 
Homewood  Suites  -  KCI  Airport.  Kansas  City  816-880-9880  •  St.  Louis  Frontenac  Hilton.  St.  Louis  31 4-993-1 1 00  •  Wingate  Inn.  Maryland  Heights  314-209-0001  NEBRASKA 
-  Embassy  Suites  Hotel.  Omaha  402-346-9000  •  Staybndge  Suites  by  Holiday  Inn.  Lincoln  402-438-7829  NEW  JERSEY  —  Brunswick  Hilton,  East  Brunswick  732-828-2000  • 
Drt  Lee  Hilton.  Fort  Lee  201-461-9000  •  Hampton  Inn  &  Suites  Cherry  Hill.  Voorhees  856-346-4500  •  Hilton  at  Short  Hills.  Short  Hills  973-379-0100  •  Hilton  Newark  Airport, 
zabeth  908-351-3900  •  Hilton  Woodcliff  Lake.  Woodcliff  Lake  201-391-3600  NEW  YORK  —  Best  Western  MacArthur  Hotel.  Holtsville  631-758-2900  •  Hilton  Garden  Inn. 
aratoga  Springs  51 8-587-1 500  •  Hilton  Garden  Inn  Albany  Airport.  Albany  51 8-464-6666  •  Hilton  New  York  and  Towers.  New  York  21 2-261  -5755  •  Hilton  Pearl  River.  Pearl  River 
1 4-735-9000  •  Hilton  Rye  Town.  Rye  Brook  91 4-939-6300  •  Hilton  Tarrytown.  Tarrytown  91 4-631  -5700  •  Radisson.  New  York  21 2-755-4400  •  Howard  Johnson  on  34th  Street. 
.    '.  York  21 2-947-5050  •  Ramada  Inn  East  End.  Riverhead  631  -369-2200  •  Waldorf  Astona.  New  York  21 2-355-3000  NORTH  CAROLINA  —  Hilton  Charlotte  and  Towers. 

te   704-377-1500  •   Hilton   Charlotte   University   Place.   Charlotte   704-547-7444   ext   7176  •   Hilton   North   Raleigh,    Raleigh   919-872-2323  •   Staybridge 

^artotte-Arrowhead.  Charlotte  704-527-6767  OHIO  —  Hilton  Garden  Inn  Cleveland  Airport,  Cleveland  216-898-1898  •  Hilton  Garden  Inn  Twmsburg.  Twmsburg  330-405-4488 

Radisson  Hotel  at  Gateway.  Cleveland  216-377-9000  OKLAHOMA  —  Hilton  Garden  Inn  Oklahoma  City.  Oklahoma  City  405-942-1400  •  Hilton  Garden  Inn  Tulsa  Airport.  Tulsa 

'8-838-1444   OREGON  —  Embassy  Suites  at  Portland  Airport.  Portland  503-460-3000  •  Hilton  Garden  Inn  Portland  Airport,  Portland  503-255-8600  •  Hilton  Hotel  Portland. 

-and  503-226-1611    PENNSYLVANIA  —  Hampton  Inn  Downingtown/Exton,  Lionville  610-363-5555  •  Hilton  Harrisburg  &  Towers.  Harrisburg  717-233-6000  •  Hilton 

'isburgh.  Pittsburgh  412-391-4600  •  Hilton  Valley  Forge.  King  of  Prussia  610-337-1200  •  Philadelphia  Airport  Hilton.  Philadelphia  215-365-4150    SOUTH  CAROLINA  — 

mbassy  Suites  Greenville  Golf  Resort.  Greenville  864-676-9090  •  Staybridge  Suites  by  Holiday  Inn,  Myrtle  Beach  843-903-4000  SOUTH  DAKOTA  —  Holiday  Inn  City  Centre, 

«  Falls  605-339-2000  •  Holiday  Inn  Rushmore  Plaza.  Rapid  City  605-348-4000    TENNESSEE  —  Hilton  East  Memphis.  Memphis  901-767-6666  •  Hilton  Knoxville, 

e  423-523-2300  •  Hilton  Suites  Brentwood.  Brentwood  615-370-0111  •  Radisson  Summit  Hill.  Knoxville  423-522-2600  TEXAS  —  Embassy  Suites  Outdoor  World. 

rine  972-724-2600  •  Hampton  Inn  &  Suites  at  Rodeo  Center.  Mesquite  972-329-31 00-  Hilton  DFW  Lake  Executive  Conference  Center.  Grapevine  817-481-8444  •  Hilton 
I  Paso  Airport  El  Paso  91 5-778-4241  •  Hilton  Garden  Inn.  Addison  972-233-8000  •  Hilton  Garden  Inn  Las  Colinas.  Irving  972-444-8434  •  Hilton  Garden  Inn  North  Fort  Worth. 

irttl  817-222-0222  •  Hilton  Houston  Plaza  Hotel.  Houston  713-313-4000  •  Holiday  Inn  Beaumont  Plaza.  Beaumont  409-842-5995  •  Hyatt  Regency  Austin  on  Town  Lake, 

n  512-477-1234    •  Las  Colinas  Wyndham,  Irving  972-650-1600  •  Radisson  Houston  Hobby  Airport.  Houston  713-943-7979  •  Staybridge  Dallas/Las  Colinas.  Dallas 

:  465-9400  •  Staybridge  Suites  by  Holiday  Inn.  Houston  713-355-8888  •  Staybridge  Suites  by  Holiday  Inn.  San  Antonio  210-558-9009  VERMONT  —  Ramada  Inn  White 

,'jnction.  White  River  Junction  802-295-2000     VIRGINIA  —  Hilton  Alexandria  at  Mark  Center,  Alexandria  703-845-1010  •  Hilton  Norfolk  Airport.  Norfolk 

57-466-8000  •  Hilton  Richmond  Airport.  Sandston  804-226-6400  WASHINGTON  —  BeUevue  Courtyard.  Bellevue  425-869-5300  •  Hilton  Seattle.  Seattle  206-624-0500  • 

SeaTac  Airport  Seattle  206-241  -2000  WEST  VIRGINIA  —  Embassy  Suites  Charleston.  Charleston  304-347-8700  WISCONSIN  —  Hilton  Garden  Inn  Green  Bay. 

jay  920-405-0400  •  Marriott  Madison  West  Middleton  608-831 -2000  •  Radisson  Hotel  Mayfair.  Wauwatosa  414-257-3400  INTERNATIONAL  —  Century  Hyatt.  Tokyo. 
1  -3-3348-1 234  •  Holiday  Crowne  Plaza.  Monterrey.  Mexico  01 1  -52-8-31 9-6000.  Toll  Free:  1  -800-637-3885  •  Holiday  Inn  Crown  Plaza.  Taipei.  Taiwan  886-27635656  • 

inn  Express.  Monterrey.  Mexico  01 1 -52-8-389-6000  •  Park  Place  Ramada  Plaza.  Nova  Scota.  Canada  902-468-8888  •  Prince  George  Hotel.  Nova  Scotia.  Canada  902-425-1986 


II 


le 


INTERNET 


Busi 


n< 


or  the  very  latest  list,  go  to  www.cais.com/hotel  or  call  888-252-CAIS. 


Show  Me 

the  Money 

Go  ahead:  Hit  me  with 
that  charge! 

NEVER  BEFORE  has  a  company  been  so  excited  to 
take  a  $225  million  charge.  But  silicon  chip  designer  Rambus 
is  preparing  to  do  just  that — with  a  smile.  High-flying  Ram- 
bus is  practically  giving  away  1.4  million  shares  of  the  com- 
pany to  encourage  large  DRAM  manufacturers  to  churn  out 
Rambus-based  memory  chips. 

Rambus  licenses  to  chipmakers  a  proprietary  technology 
that  speeds  data  transmission  between  computer  chips.  Since 
it  doesn't  actually  produce  any  silicon,  it  relies  on  other  com- 
panies to  use  Rambus'  technology  in  the.r  products.  At  the 
outset,  Rambus'  technology  was  well  received,  and  the  DRAM 
community  was  eager  to  license  the  company's  design.  But  the 


Bubble  Mania 

With  the  market  finally  going  somewhere  other 
than  up,  Bears  everywhere  are  emerging  from  a 
long  and  brutally  unprofitable  winter.  From  1982 
to  1999,  the  S&P500  rose  1,786%.  Ridiculous  dot-com  stocks 
skyrocketed  Bearish  fund  managers  got  fired  But  while  the 
new  economy  raged  and  the  Bulls  ran  wild,  the  folks  at  the 
Prudent  Bear  Fund  in  Dallas,  Texas,  were  reading  their  history 
books.  Study  up:  Summer's  almost  here;  you  may  want  to  get  out 
your  shorts.  ANDREW  FREIBURGHOUSE 


PAST    MANIAS 


Tulip  Bulbs 


Holland   1634-37     36  months    5.900%    93% 


South  Sea  Shares     Britain     1719-20     8  months      1,000%    84% 


American  Stocks      U.S. 


'^|w      Silver 
Japanese  Stocks 


U.S. 


1921-29     95  months     497%       87% 


1979  82     12  months     710%       88% 


Japan      1965-89    288  months  3.270%    63% 


ear.com 


firm's  revenue  model  wasn't  a  runaway  success;  few  ch 
makers  were  willing  to  pay  the  1%  to  2%  royalties  demanc  | 
by  Rambus. 

The  company  had  to  get  creative.  Three  years  ago,  Ra 
bus  devised  separate  incentive  programs  to  ensure  Int 
endorsement  and  to  get  DRAM  manufacturers  to  prod 
chips  with  Rambus'  technology.  The  programs  called 
Rambus  to  issue  warrants,  totaling  1.4  million  shares  of 
stock,  to  its  most  loyal  customers. 

In  its  1996  agreement  with  Intel,  Rambus  authorizec 
contingency  warrant  for  1  million  shares  of  its  stock.  Wr 
Intel  ships  at  least  20%  of  its  chipsets  with  Rambus'  techn 
ogy  in  back-to-back  quarters,  it  can  exercise  that  warrant 
slim  $10  per  share.  At  mid-April  levels,  the  deal  could 
Intel  a  cool  $150  million.  That  kind  of  cash  has  kept  I 
focused  on  incorporating  Rambus'  design  in  its  chips — mui 
to  the  DRAM  industry's  envy. 

So  in  1997,  the  company's  board  authorized  additio 
warrants  for  400,000  shares  of  stock  as  an  incentive  progr; 
for  DRAM  companies.  The  warrants,  which  have  a  five-y 
life,  would  also  be  priced  at  $10 — a  bargain  compared  wl 
recent  levels  in  the  stock. 

Under  this  program,  the  first  three  companies  to  meet  thl 
icense  goals  would  get  30,000  Rambus  share  warrants.  I 
Semicon  (since  acquired  by  Hyundai),  Samsung,  and  N 
have  all  reached  that  milestone.  Nothing  like  a  $4.5  mill 
carrot  to  get  the  horses  to  run. 

Under  another  program,  the  first  three  DRAM  produc 
to  ship  a  total  of  10  million  Rambus-DRAM  (RDRAM)  ch 
each  get  70,000  share  warrants  of  Rambus.  The  race  is 
on  for  what  in  mid- April  was  calculated  to  be  a  $10.5  mill 
prize.  Rambus  declined  to  specify  how  the  remaining  100,C 
share  warrants  will  be  issued.  But  rest  assured  that  compar 
will  clamor  to  win  the  loot.  With  the  stock  already  climbl 
310%  in  2000,  says  Gary  Harmon,  Rambus  CFO,  "we  I 
getting  a  lot  of  interest." 

Harmon  anticipates  that  all  the  warrants  would  be  exen 
able  at  roughly  the  same  time.  When  that  happens,  Ram 
will  take  a  one-time  noncash  charge  on  its  books — a  h 
line-item  entry.  But  investors  and  analysts  don't  seem  to  ca 

"It's  a  very  astute  strategy,"  says  Arnab  Chandra,  ana 
for  Robertson  Stephens.  "It  will  be  dilutive  to  earnings,  bu 
will  have  no  effect  on  cash  flow." 

What  most  investors  seem  to  be  concerned  with  is  h 
well  Rambus  is  being  adopted.  And  as  Chandra  notes,  wl 
the  DRAM  big  boys  begin  cashing  in  on  the  Rambus  w 

rants,  "it  implies  huge  volume  production  of  RDRA 
And  that's  the  point." 

DAVID  RAYMO 

hull  disclosure:  Forbes  ASAP  reporter  David  Raymoni 
a  shareholder  in  Rambus. 
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AMy,  TIM:  MEETING  UENT  UELL 

ONE  QUESTION:  CAM  UE 

REUISE  ESTIMATES  By  TOMORROW? 


THAT  DEPENDS... 

TIM,  CAN  U  SEND  SPECS 
ON  yOUR  UAH  TO  AIRPORT' 


NO  PROBLEM  GUBS. 
I'LL  TypE  UITH  BOTH  THUMBS. 
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eroctive  Messaging  PLUS  from  MyBiz  Interactive.  Whether  your  team  is  across  the  hall. ..across  the  street. ..or  across  the 
y,  you  can  now  exchange  information  with  them  whenever  you  need  to*  It  takes  only  seconds  to  receive  messages 

pond  to  one  person  or  several  people  at  once.  Our  special  confirmation  feature  tells  you  that  your  messages  have 
;n  delivered  and  read.  You  can  even  send  and  receive  e-mail.  Keep  your  team  in  the  loop,  even  when  they're  in  different 

Service  plans  start  as  low  as  $9.95  per  month." 

Your  service  is  only  as  good  as  its  network.  Go  with  the  award- 
winning  national  wireless  data  network  from  BellSouth  Wireless 

Data,  recognized  for  excellence  in  1999  by  PC  Computing,  Frost  &  Sullivan, 

Wireless  Week  and  Mobile  Insights. 


Try  Interactive  Messaging  PLUS  from  MyBiz  Interactive 

RISK  FREE  for  30  days!  Call  1-877-330-9406. 

Or  visit  www.bellsouthwd.com/ip28  for  our  demo. 


>»  connect  »  and  create  something 


BELLSOUTH 


!  currently  available  in  more  than  93%  of  U.S.  urban  business  population.  "$9.95  is  for  airtime  only  for  15,000  characters  per  month  Device  sold  or  leased  separate!-.-  Available  to  new 
apply  Contact  BellSouth  Wireless  Data  or  a  |  dealer  for  details.  tNotify  us  in  writing  within  30  days  c-  -vice  in  good 

er  with  original  packaging  and  pay  nothing  BellSouth  Wireless  Data  reserves  the  right  to  modify  or  cancel  this  offer  at  any  time  without  notice  C200"i  Be  ess  Data,  LP. 

erved  All  other  trademarks  contained  herein  are  the  property  of  their  respective  owr.ers. 
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Like  Wildfire 


Numerous  viral  marketing  sites  have  brought  the 

commission-based  business  model  to  the  Web 


SOME      MAY      CALL      THEM    pyramid  schemes  or 

flat-out  scams,  but  companies  such  as  Amway,  which  enjoys 

more  than  $5  billion  annually  in  retail  sales,  have  proven 

that  the  "network  model"  can  make  a  select 

few  consumers — and  many  company  execu 

tives — very,  very  rich.  Now  sites  such  as 

Ebates.com,  Spree.com,  and  a  slew  of 

other  companies  are  baiting  members 

with  offers  of  cash  for  clicks.  But 

will  viral  marketing  as  a  business 

model  work  on  the  Web? 

Initially,  the  answer  seems 
to  be  yes.  The  medium  enables 
consumers  to  spread  the  hype 
electronically  rather  than 
spending  money  on  an  adver- 
tising campaign  or  sales  force. 
But  to  stay  successful  in  the 
long  term,  Internet  businesses 
will  need  to  build  more  than  just 
a  sizable  consumer  base. 

"You  can  amass  any  type  of  com- 
munity you  want  if  you  pay  for  it,"  says 
Jupiter  Communications  analyst  Michele 
Slack,  "but  do  you  end  up  with  college  students, 
who  are  valuable  to  online  marketers,  or  penny- 
pinchers,  who  are  not?"  Because  some  sites  may  not  be  able 
to  parlay  their  numbers  into  marketable  communities,  Slack 
says  she  doesn't  see  a  lot  of  these  companies  being  around  a 
year  from  now. 

Forrester  Research  analyst  Jim  Nail  agrees  with  Slack  but 
admits  that  some  strains  of  the  viral  model  may  pan  out.  For 


example,  because  VirtuallyFreelnternet  (VFI)  is  offering 
service  and  getting  cash  from  consumers  up  front,  it  may  havt 
the  best  strategy  for  survival.  VFI  offers  Internet  service  foi 
$15  a  month,  then  returns  as  much  as  $5 
month  for  each  person  a  user  refers  to  VFI. 

Franchiser  Bigsmart.com,  on  th< 
other  hand,  charges  $299  for  user; 
to  open  their  own  customized  online 
mall,  then  relies  on  sales  fron 
those  malls  to  bring  in  revenu< 
thereafter.  "In  the  beginning 
sites  [like  Bigsmart.com]  wi 
see  a  large  consumer  interes 
because  of  the  excitemen 
around  the  Web  right  now,' 
Slack  notes.  "But  eventually 
people  are  going  to  get  frus 
trated."  Franchise  owners  ma] 
abandon  the  malls  when  the] 
realize  that  not  every  membe 
gets  rich  quick. 
The  solution,  claims  Blake  Park 
VP  of  marketing  at  Imandi.com,  i 
to  think  ahead.  His  company  ha 
enjoyed  3%  per-day  growth  in  registere( 
users  since  putting  its  monetary  "rewards' 
program  in  place.  Imandi.com  matches  potential  clients  witl 
businesses  that  can  supply  services  and  products  to  them 
Though  viral  marketing  has  been  successful  as  an  initia 
acquisition  tool,  "it  is  only  one  piece  of  our  puzzle,"  claim 
Park.  Eventually,  he  says,  Imandi.com  will  move  into  televi 
sion  and  radio  marketing.  JOEL  ENOi 


A  Father's  Gift  Meets  with  Approval 


IN  LAST  YEAR'S  May  issue, 
| Will  Biotech  Top  the  Net?  May  31, 
1 999]  ASAP  chronicled  the  hopeful 
story  of  Cell  Pathways,  a  Pennsylvania 
based  biotech  company  dedicated 
to  finding  a  cure  for  adenomatous 
polyposis  coli.  APC  is  a  cell  condition 
that  causes  the  development  of  thou- 
sands ot  precancerous  colon  polyps. 
Ninety-two  percent  of  APC  victims 


die  of  colon  cancer  before  age  50. 

Founded  in  1992  by  APC  sufferer 
Floyd  Nichols  and  his  doctor,  Rifat 
Pamukcu,  Cell  Pathways  embodies 
the  dream  Nichols  cherished  that  his 
young  APC-positive  son  Eric  might, 
with  the  help  of  science,  beat  the 
genetic  disease  that  plagued  his  father. 

We  are  happy  to  report  that  the 
company  —  and  just  as  importantly. 


the  son  —  is  growing  and  thriving. 
Cell  Pathways,  on  the  strength  of 
favorable  clinical  trials  data,  is  mak- 
ing its  way  through  FDA  reviews.  Its 
flagship  drug,  Aptosyn,  appears  to  be 
both  effective  and  safe,  and  is  cur- 
rently being  tested  on  other  forms  of 
cancer,  including  prostate,  breast,  and 
lung  cancer. 

ANDREW  FREIBURGHOUS 
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You  will  not  change  the  world, 
||  make  your  company  competitive 
L  or  win  market  shan 
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Your  people  will. 


In  today's  high  speed  economy  your  organization 

must  do  more  than  survive.  It  must  thrive. 
Introducing  Icarian   Workforce  eServices.  It's  the  solution 
that  industry  leaders  are  using  right  now  to  build  and  develop 
the  kind  of  wildly  successful  workforces  necessary  for  thriving  business. 

Simply  open  your  Web  browser,  and  collaborate  with  the  entire  organization, 
make  smarter  people  decisions  and  enhance  productivity. 
Your  people  have  the  power  to  change  the  world. 
Help  them  do  it  with  Icarian  Workforce  eServices. 
Visit  www.icarian.com  today. 
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icarian 

The  power  of  people. 
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IP  Meets  the  Open  Market 


FIFTEEN  MILES  west  of  the  medieval  city  of  Edin- 
burgh lies  a  $30  million  temple  built  by  the  government  in 
worship  of  the  silicon  chip  industry.  Called  The  Alba  Centre 
(alba  is  the  Gaelic  name  for  Scotland),  the  ultramodern  glass 
and  concrete  campus  is  spread  across  96  landscaped  acres 
and  comprises  an  industrial  complex,  an  academic  research 
institute,  and,  perhaps  most  important,  a  Web-based  trading 
center.  Housed  in  one  of  the  new  structures,  the  Virtual  Com- 
ponent Exchange  will  act  as  an  eBay  for  silicon  intellectual 
property.  Scheduled  to  open  in  July  at  a  cost  of  $13  million,  the 
exchange  will  enable  chip  companies  in  Scotland  to  buy  and 
sell  the  software  components  that  drive  silicon  chips. 

Together,  the  center  and  the  exchange  are  designed  to 
help  solve  problems  created  by  the  increasing  complexity  of 
microprocessors,  specifically  system-on-a-chip  (SOC)  architec- 
tures. According  to  the  market  research  firm  Dataquest,  licensing 
fees  from  the  SOC  market  will  grow  from  $140  million  in  1998 
to  more  than  $400  million  in  2002.  That  $400  million  SOC 
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Excuse  Me,  Is  This  Name  Taken? 

PASSED  BY  CONGRESS  last  year,  the  Anticybersquatting 
Consumer  Protection  Act  is  intended  to  resolve  conflicts  over  who 
has  rights  to  contested  Internet  domain  names.  The  law's  purpose 
is  to  halt  the  practice  of  opportunistic  individuals  who  register  a 
URL  identical  or  similar  to  a  corporate  trademark,  company,  or 
celebrity  name  and  then  attempt  to  sell  the  URL  to  deep-pocketed 
targets  at  an  exorbitant  price.  While  effectively  arming  Goliath  cor- 
porations against  cybersquatting  Davids,  the  law  does  little  to 
address  coincidental  conflicts. 

Take  the  case  of  Kevin  Cameron,  a  Sunnyvale,  California-based 
chip  designer,  who  was  accused  of  trademark  infringement  by  $1  4 
billion  Cooper  Cameron  Corporation,  an  oil  and  gas  equipment 
maker  based  in  Houston.  Cameron  had  registered  wwwcameron  com 
in  1994  for  email  usage,  not  as  a  World  Wide  Web  site  But  rather 
than  roll  over,  Mr.  Cameron  sued  for  declaratory  relief  in  August 
1999  and  settled  out  of  court  this  spring  "Very  often,  large  corpo- 
rations will  use  the  courts  to  overpower  individuals  in  domain- 
name  disputes,"  says  Eric  Boustani,  an  attorney  at  Davis  & 
Schroeder,  the  Monterey,  California-based  firm  that  represented 
Cameron  "It  has  very  little  to  do  with  the  appropriate  use  of  the  law" 

In  some  situations,  parties  seek  compromise  and  provide  recip- 
rocal links  to  the  other  site.  In  other  cases,  however,  companies 
burn  hundreds  of  thousands  of  dollars  and  spend  years  in  court. 
"Every  case  is  different,  but  how  they  are  resolved  turns  on  the 
personalities  of  the  people  in  the  dispute."  says  Boustani.  "Not  all 
people  are  reasonable  in  all  cases."  BLAISE  ZEREGA 
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A  NEW  BREED  OF  EXCHANGE.  HOUSED  WITHIN  THE  CUSS  AND  CONCRETE  WALLS  OF  THE 
$30  MILLION  ALBA  CENTRE,  WILL  OPEN  IN  JULY. 

market,  in  turn,  will  support  a  $1.1  trillion  electronics  industr 

This  treble  growth  depends  on  the  ability  of  the  chip  make 
to  reduce  the  development  time  for  each  product.  Says  Michai 
Kay,  Motorola's  manager  for  systems  design  in  Scotland,  "Yr 
cannot  spend  hundreds  of  man-years  developing  the  software  r\ 
run  these  products,  so  you  have  to  buy  it."  But  simply  licensirl 
rhe  software  or  intellectual  property  powering  an  SOC  isn't  eas 
Acquiring  the  rights  to  IP  can  be  time-consuming,  typically  talj 
ing  between  one  and  three  months,  according  to  Kay. 

Enter  the  Virtual  Component  Exchange,  where  engineej 
who  design  the  software  that  drives  functions  (such  as  noil 
reduction  in  cell  phones)  will  post  descriptions  and  dod 
mentation  of  their  technology.  Buyers  then  can  browse  tl 
various  offerings,  choose  the  most  promising,  and  begin  t 
initial  stages  of  licensing. 

The  difference  between  this  and  other  intellectual  proper) 
exchanges  such  as  HelloBrain.com  is  that  it  will  automate  fl,  s 
legal  and  financial  process  so  that  the  companies  can  dr; 
contracts  more  quickly,  according  to  Virtual  Compone 
Exchange  Director  Andy  Travers.  And  because  exchan; 
members  sign  up  to  a  common  legal  framework,  the  proce 
of  licensing  should  be  smoother  and  less  time-consumin 
Indeed,  microprocessor  giants  seem  to  agree.  ARM,  Cadenc  > 
Hitachi,  Hyundai,  Motorola,  Phoenix,  and  Toshiba  ha 
already  signed  up  and  will  begin  trading  in  July. 

In  the  meantime,  Alba's  first  resident  companies,  such 
Cadence,  Sekio-Epsom,  and  Micro  Linear,  moved  in  durii 
March.  And  the  universities  of  Edinburgh,  Strathclyc 
Glasgow,  and  Heriot-Watt  have  joined  together  to  of 
the  center's  first  50  students  master's  and  Ph.D.  degrees 
system-level  design  from  the  Alba  campus.  Chip  compan 
such  as  Motorola  are  sponsoring  the  students'  degrees 
exchange  for  academic  research. 

The  Scots  hope  that  at  last  they  can  emulate  the  success 
their  neighbors,  the  Irish,  who  have  used  a  base  of  forei 
investment  to  build  a  local  and  self-sustaining  high  tec 
nology  industry.  NIALL  McK 
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Angling  for  Alzheimer's 


IF  THE  BRAIN  is  an  ocean  brimming  with  marine 
activity,  then  a  brain  with  Alzheimer's  disease  is  an  ocean 
overrun  with  toxic  waste.  There  is  no  surefire  way  short  of  a 
brain  biopsy — usually  performed  during  an  autopsy  —  to 
diagnose  Alzheimer's.  Enter  a  bold  biotech  startup  that 
says  it  can  wade  through  those  murky  waters  to  detect 
Alzheimer's — applying  technology  it  devised  to  read  subma- 
rine sonar  signals. "In  The  Hunt  for  Red  October,  there's  a 
character  who's  got  headphones  on,  listening  to  sonar  pings, 
and  he  says:  'That  one's  a  Russian  sub,'"  says  Dr.  Richard 
Granger,  CEO  of  Thuris.  "We  build  computers  that  perform 
the  same  task." 

Thuris  has  patented  a  device  it  calls  the  Neurograph, 
a  form  of  electroencephalogram  (EEG),  used  to  diagnose 
strokes  or  to  examine  the  brain  after  head  trauma.  In  initial 
clinical  tests,  the  Thuris  team  used  the  Neurograph  to  scan 
and  record  electrical  activity  in  the  brains  of  more  than  160 


BRAIN  CAP:  A  DEVICE  FOR  DIAGNOSING  ALZHEIMER'S 

subjects,  some  with  Alzheimer's  disease  and  some  without. 
By  comparing  the  subjects'  brain  activity  against  both  healthy 
and  Alzheimer's-afflicted  patterns,  the  machines  determined 
whether  brains  it  analyzed  showed  signs  of  Alzheimer's  — 
with  nearly  100%  accuracy,  Granger  says.  But  before  Thuris 
managers  get  their  hopes  up,  they  are  following  up  with  more 
tests  to  ensure  that  the  Neurograph  can  differentiate  between 
Alzheimer's  disease  and  other  forms  of  dementia. 

The  company,  which  has  raised  $3.5  million  in  venture 
funding,  is  in  the  process  of  seeking  approval  from  the  FDA. 
Thuris  hopes  to  commercialize  its  Neurograph  in  a  year  and  to 
go  public  within  two  years,  says  Dario  Bianchi,  the  firm's  finan- 
cial adviser.  The  device  could  prove  to  be  a  cheaper,  more 
reliable  alternative  to  current  methods  of  diagnosis,  which 
involve  a  battery  of  neurological  and  psychiatric  tests  and  are 
only  about  90%  effective.  "Eventually,  there  are  going  to  be 
better  drugs."  says  Danny  Chun  of  the  Chicago-based  Alzhei- 
mer's Association.  "Right  now,  we  wouldn't  be  able  to  give 
them  to  all  4  million  people  who  have  the  disease  because  we 
don't  know  who  they  are."  SHELLEY  PANNILL 


Angels  in 

America 

Who's  Investing  in 
What  and  Why 


KENG  LIM 

FOUNDER 

and  CEO  of 
Escalate,  an 
e-commerce 
service  provider.  Previously 
he  founded  Kiva  Software, 
which  was  acquired  by 
Netscape,  and  then  led 
Netscape's  application  plat- 
form and  Web  content  divi- 
sion for  almost  two  years. 
WHAT:   Invested  $1  mil- 
lion in  Sybergen  Networks, 
which  provides  secure  Inter- 
net access  management 
to  small  businesses  and 
home  offices. 
WHY:   Lim,  34,  was 
impressed  by  a  working 
product  and  more  than 
100,000  customers.  "You 
don't  see  that  too  often  in 
Silicon  Valley,"  he  says.  In  a 
year,  the  company  has  grown 
from  four  to  50  people  and 
has  revenues  of  $2  million. 


RAJEEV 


CEO  and 

founder  of 
Magma  Design 
Automation,  an  electronic 
design  automation  (EDA) 
software  company.  Previ- 
ously, the  34-year-old  entre- 
preneur founded  Ambit 
Design  Systems,  acquired 
by  Cadence  last  year. 
WH  AT  :    Invested  $1.2 
million  among  seven  EDA 
software  companies — 
Co-Design  Automation, 
CynApps,  Tharas  Systems, 
Moscape,  Cadabra, 


Xpedion,  and  his  own, 
Magma — all  working  to 
improve  the  design  and 
implementation  of  faster 
and  cheaper  chips. 
WHY:    "Investors  should 
look  further  down  the  high 
tech  food  chain  for  interest- 
ing technologies  that  make 
their  cars,  PCs,  digital 
cameras,  and  cell  phones 
possible,"  he  says. 

JOHN  J. 
GOTTSMAN 

PRESIDENT 

and  CEO  of  the 
Clarity  Group, 
an  investment  firm  special- 
izing in  B2B  and  education 
software  and  services.  An 
active  angel  who  invests  in 
about  10  companies  a  year, 
he  previously  led  two  inter- 
active education  startups 
and  four  B2B  corporate 
turnarounds. 
WHAT:   He  recently 
invested  $175,000  in  two 
companies:  iCopyright  of 
Renton,  Washington,  which 
makes  possible  immediate 
reprints  of  copyrighted 
material,  and  MarketTools, 
a  Sausalito,  California-basec 
startup  with  an  online 
survey  system. 
WHY:   "I'm  very  intereste< 
in  services  that  accelerate 
knowledge  acquisition,"  say 
Gottsman. 

MICHELLE  JEFFI 

Know  of  any  interesting 
angels?  Email  us  at 
angels@forbes.com. 
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A  breakthrough  in  getting 
customers  to  your  website. 

barriers  between  you  and  your  customers?  Now,  with  Internet  Keywords,  your  company,  products  and  brand  names  bring 
directly  to  the  specific  information  they  want  on  your  website.  And,  your  products  and  brand  names  are  never  lost  in  a 
;  complicated  web  addresses.  Internet  Keywords  work  today  in  the  address  line  on  Microsoft  Internet  Explorer,  or  in  great 
ivironments  like  MSN,  AltaVista,  About.com,  GO  Network,      0"™?     Address  lhttpHwww.panasonic.com/consumer_eiecironics/dvd/portabi8.htin 

I     Type  This      Address     Panasonic  Portable  DVD 


jle— reaching  over  70%  of  all  U.S.  Internet  users" 


nore,  go  to 

met  Keyword:  RealNames  Solutions  or  can  1-888-468-5993 


INTERNET  KEYWORDS 

by  \%  RealNames 


l.v.isrw  ?(Vtn   iPPpilMam^t  7fWl     PoalMamAC  k  a  vrvirp  marl*  nf  R^I^A'iif  -,  f.orno  ration.   Alt  nthp;  sPrvir.p  m^r  k<,  artfi  Iraripmarkt  art*  Ihp  nrnnprtv  nf  thpir  rPtnertiuA  ntunorc 
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Laura  Croft  Meets 
Walter  Cronkite 


She  can  tell  you  about 

the  plane  crash  with 

a  gleam  in  her  eye 


IMAGINE  a  computer-animated  persona:  female,  intelli- 
gent, and  capable  of  reading  aloud  breaking  news  and 
weather  reports.  Now  throw  in  a  spiky  hairdo,  Manic  Panic 
hues,  and  Kabuki-style  makeup. 

Touted  as  the  world's  first  virtual  broadcaster,  Ananova  is 
no  run-of-the-mill  Web  personality.  She  is  the  creation  of 
Ananova  Limited,  the  new  media  division  of  the  Britain-based 
Press  Association.  Fully  animated,  Ananova  delivers  news  via 
RealPlayer,  text-to-speech  technology,  and  voice  synthesis  sys- 
tems. She  is  accessible  through  the  company's  Web  site 
(www.ananova.com). 

Ananova  is,  according  to  her  creators,  28  years  old, 
5-foot-8,  lighthearted,  and  full  of  fun  and  curiosity.  The  ques- 
tion is,  will  Ananova,  green  hair  and  all,  have  market  clout — 
not  to  mention  mainstream  appeal?  The  Press  Association 
clearly  thinks  so.  With  the  sale  of  Ananova  Limited  pending, 
estimated  future  revenues  for  the  division  are  some  $36 
million  in  2003.  These  predictions  are  highly  dependent  on 
plans  to  transmit  Ananova's  broadcasts  to  handheld  devices. 
However,  some  industry  experts  are  not  convinced  the 


a^AMOVA 


need  for  such  a  proc 
uct  even  exists.  Sa) 
Malcolm  Maclachlai 
an  IDC  media  an 
e-commerce  analys 
"It  will  be  a  long  tin- 
in  wireless  commun 
cations  before  PD/ 
and  cell  phones  are  l 
the  point  of  ubiquij 
and  ease  of  use  that  you'll  want  a  green-haired  person  to  tall 
up  your  space." 

Steve  Perlman,  inventor  of  WebTV,  is  more  optimistil 
"I  think  virtual  actors  will  find  more  applications  in  enta 
tainment,  especially  as  graphics  technology  improves  arj 
behavioral  models  get  closer  to  human  behavior." 

Whether  you  consider  Ananova  gimmicky  or  innovl 
tive,  only  time  will  tell  if  her  initial  novelty  translates  inl 
long-term  success.  A  company  spokesperson  brushes  d| 
comparisons  between  Ananova  and  a  certain  late-'80s  pij| 
decessor:  "Ananova  represents  a  revolution  in  informatic 
provision,  which  goes  well  beyond  what  Max  Headroom  w 
able  to  offer." 

KARINA  KIN 


HOW  Memories  Are  Made    Behind  every  online  star  is  a  good  off-line  partner 


AS  FAR  AS  Internet  startup  Ememories  is 
concerned,  the  problem  with  digital  photogra- 
phy is  digital  cameras.  Getting  pictures  online 


requires  either  an  expensive  digital  camera  or 
an  even  costlier  scanner,  and  according  to 
Ememones  CEO  Tim  Kilpin,  only  4%  of  house- 


holds in  the  United  States  have  those  items. 
To  open  up  the  world  of  digital  photography 
to  shutterbugs  with  traditional  35mm  cam- 
eras, Ememories  is  rolling  up  its  sleeves. 

In  March  the  company  announced  that  it 
would  allow  customers  to  mail  in  film,  view 
their  photo  negatives  online,  and  for  a  fee, 
choose  which  images  they  want  to  keep, 
either  as  prints  or  digital  images.  Whether  the 
21st-century  update  of  George  Eastman's 
19th-century  idea  will  work  remains  to  be 
seen.  But  one  thing  is  certain:  It  won't  be 
easy.  Processing  film  is  one  business  that 
still  requires  a  lot  of  human  labor. 

With  only  24  employees,  Ememories  is 
doing  what  any  clever  startup  would  do  to 
handle  the  anticipated  crush:  It's  outsourcing. 


The  company  inked  a  deal  with  District  Photo, 
the  largest  mail-order  photo  processing  lab  in 
the  world.  With  three  processing  plants  in 
two  countries,  District  brings  1,800  employ- 
ees to  the  table. 

When  film  comes  into  District's  labs,  it  is 
batched,  sorted,  spliced,  developed,  scanned, 
printed,  inspected,  and  packaged.  With  its 
labs  running  six  days  and  seven  nights  a 
week.  District  Photo  is  just  one  of  the  many 
head-down,  factory-style  plants  that  help 
companies  like  Ememories  garner  customers' 
hearts,  photos,  and  even  their  memories. 

"Someone  has  to  do  the  work,  right?" 
says  Neil  Cohen,  president  of  District  Photo. 
"That's  why  the  dot-com  world  needs  the 
bricks-and-mortar  backup."      DAN  BRIODY 
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Or  does  it  yawn  with  tired, 
irrelevant,  outdated  content? 

attract  visitors  and  keep  them  on 
'our  site  with  fresh  news,  photos  and 
eatures,  custom-filtered  for  your 
veb  site,  and  updated  continuously. 
Call,  or  visit  our  web  site. 


1 


OUR  SUBSCRIBERS: 
imerica  Online,  drkoop.com,  Microsoft, 
'olherNature.com,  ProgressiveFarmer.com, 

and  hundreds  more. 


OUR  CONTENT  PROVIDERS: 
lew  York  Times  Syndicate,  Red  Herring, 

•Knight  Ridder/Tribune,  USATODAY.com, 
Christian  Science  Monitor,  Salon.com, 

I  New  York  Post,  and  over  500  others. 


>     ^ 


www.screamingmedia.com 
ntact  s  morgan*  screamingmedia.com 
or  call  toll-free  877.720.7400 
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In  His  Element: 

Gene  Hoffman 


Damn  the  je\A/el  cases! 


GENE  HOFFMAN  hates  CDs.  It's  not  that  he  hates  the 
album  concept.  In  fact,  in  a  world  where  downloadable 
music — the  bread  and  butter  of  his  company,  EMusic — may 
nullify  the  traditional  Side  A/Side  B  format,  Hoffman  is  sur- 
prisingly old  school.  That  attitude  is  apparent  as  he  peruses 
the  stacks  at  the  Record  Man,  a  used-record  store  in  his 
hometown  of  Redwood  City,  California,  searching  for  rare 
vinyl  of  the  '70s  rock  band  Big  Star. 

What  Hoffman  hates  about  CDs  is  keeping  track  of  those 
silly  little  disks.  In  his  home  office  he  has  hundreds  of  CDs 
piled  haphazardly  in  a  box.  As  he  opens  one  of  the  jewel  cases 
and  finds  it  empty,  he  winces.  "What  happened  to  this  one?" 
he  asks. 

Hoffman  is  on  a  personal  mission  to  transfer  all  of  his  CDs 
onto  a  digital  jukebox  stored  on  a  couple  of  Linux  servers 
beside  his  home  office  desk.  The  task  itself  is  technically 
pretty  simple,  yet  the  sheer  volume  of  the  undertaking  is 
huge.  At  the  moment,  he  has  converted  about  180  albums, 
each  one  burning  up  20  to  25  minutes  of  his  time.  Only  100 
more  to  go,  Hoffman  sighs.  With  this  setup,  he  can  listen  to 
any  track  of  his  music  collection  without  having  to  rely  on 
those  hard-to-find  CDs,  some  of  which  have  been  stolen  from 
his  car,  loaned  to  friends  and  never  returned,  or  simply  became 
victims  of  his  own  disorganization. 

This  collection  will  ultimately  serve  three  purposes.  First, 
it  will  allow  Hoffman  to  shroud  himself  with  a  limitless 
playlist  of  tunes  while  bumming  around  at  home.  Presently, 

His  Sony  Discman  is  collecting  dust 
on  his  table,  its  batteries  swiped  for 
mother  household 


he  has  employed  a  couple  of  archaic  stereo-top  antennas, 

which  wirelessly  send  music  to  other  tuners  in  his  living 

bedroom,  and  elsewhere.  He  also  can  create  his  own 

mixes  and  avoid  the  hassles  of  hiring  or  being  his  own 

igethers.   finally,  he  can  port  music  from  the 

1  -gigabil      >tl able  digital  listening  companion, 

tut  the  si/e  of  a  VHS  videotape.  He 

i  s  new  <  ompaq  Personal  JukeBox  —  which  is 


MP3  TECHNOLOGY  IS  HOT,  BUT  EMUSIC  CEO  GENE  HOFFMAN  STILL  CAN  NAVIGATE  HIS  W 
THROUGH  HIS  LOCAL  USED-RECORD  STORE 

an  early  edition  of  some  even  better  devices  expected  lat 
this  year — that  his  Sony  Discman  is  collecting  dust  on  r 
table,  its  batteries  swiped  for  another  household  device. 

Uploading  his  collection  brings  out  the  computer  geek 
Hoffman.  Although  EMusic  is  more  about  the  business 
licensing  the  electronic  rights  of  existing  artists'  material  th 
the  technology  behind  the  MP.}  format,  Hoffman  still  can 
out  Linux  commands  without  batting  an  eye.  Most  of  t 
know-how  stems  from  experience  founding  his  first  compa; 
an  encryption  software  business,  which  he  started  in  his  doi 
room  at  University  of  North  Carolina  at  Chapel  Hill  and  sold 
Pretty  Good  Privacy  in  1996.  EMusic  sells  MP3  music  ($8. 
per  album,  99  cents  per  track)  through  a  range  of  sites,  incli 
ing  RollingStone.com,  EMusic.com,  DownBeatJazz.com,  a 
IUMA.  The  company  boasted  $423,000  in  revenues  for 
fourth  quarter  in  1999,  up  135%  from  Q3. 

The  24-year-old  Hoffman  may  not  be  half  the  mu 
fanatic  as  some  folks  his  age,  but  he  knows  enough  to  n 
gate  his  way  through  the  Record  Man's  five  stories  of 
to-ceiling  shelves.  He  likes  to  find  the  occasional  rare  imp 
or  bootleg,  providing  him  with  variations  of  his  favo 
artists  —  from  Nine  Inch  Nails  to  Toad  the  Wet  Sprocket,  a] 
from  Sting  to  the  Beatles — all  of  which  will  be  included  in 
home  collection  at  a  future  date.  As  he  walks  up  to  the  Rec< 
Man  counter  to  purchase  some  Santana  CDs,  the  owner  noti 
the  EMusic  logo  on  his  jacket  and  comments  that  downl 
able  music  will  put  folks  like  him  out  of  business.  Ho 
smiles  and  says,  "I'm  here,  aren't  I?"  SCOTT  LA. 
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Ydur  business  is 
no  longer  built  on 
bricks  and  mortar. 

It  should  run  on 
omething  entirely  new. 

Chances  are,  your  applications  are  more 
advanced  than  the  technology  they  run  on. 

This,  of  course,  will  not  become  apparent 
until,  say,  your  volume  of  orders  swells  beyond 
capacity,  turning  what  should  be  a  peak  business 
experience  into  a  heap  of  trouble. 

ButTurboLinux  products,  built  on  open  source 
Linux  technology,  are  your  assurance  commerce 
will  flow  uninterrupted. 

At  the  same  time,  our  unique  TurboCluster 
, Server  will  integrate  your  existing  servers  - 
NT,  Solaris,  you  name  it  -  snatching  your 
investment  from  the  jaws  of  obsolescence. 

So,  call  toll-free  1-877-4TURB0LINUX  or  go  to 
www.turbolinux.com/trial7  for  a  30  day  free  trial. 

The  millennium  in  which  you  began  your 
business  is  behind  you  now. 

Leave  it  there. 


TURBDL   NUX 

High  Performance    Linux 


TURBOLINUX 
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ANTS  CAN  PULL 

30  TIMES  THEIR 

OWN  WEIGHT. 

HOW  ABOUT  YOUR 

ONLINE  MARKETIN 


EFFORTS? 


J 


#s 


REACH  YOUR 
AUDIENCE 


CAPTURE  YOUR 
AUDIENCE 


KEEP  YOUR 
AUDIENCE 


Online  marketing  solutions  that  help  you 
(urn  prospects  into  long-term  customers. 


NOTHING  LIFTS  PROFITS  LIKE  FINDING 
AND  KEEPING  CUSTOMERS. 


The  Internet  has  always  been  a  dynamic  and  interactive  medium.  And  finally,  marketers 
can  start  using  it  that  way.  That's  because  Engage  makes  it  possible  to  target  very 
specific  online  audiences  and  move  them  through  the  entire  customer  lifecycle  —  from 
prospects  to  long-term  customers.  We  can  even  measure  and  optimize  each  program 
to  ensure  the  best  possible  ROI.  Whether  you're  antsy  about  brand  loyalty  or  lead 
generation,  only  Engage  can  help  you  meet  all  your  online  marketing  goals  —  and 
help  you  succeed  like  never  before.  To  learn  more,  visit  www.engage.com. 


C?  Engage 


LIKE  NEVER  BEFORE" 


a  cmgt  company 


ADKNOWLEDGE      •      ADSMART      •      FLYCAST      •      I/PRO 


3  MONTHS 


6  MONTHS 


9  MONTHS 


FIND  jf  JJ    JOS 


LAUNCH  B2B 
E-COMMERCE 
INITIATIVE 


D    NEJWQffX 
INFRA«T)CTURE 


^r   NEW  MARKE 
DEMANDS 


Forget  it.  You  don't  have  12  months. 


Internet  solutions  for  the  business-  to- 
business  demand  chain.  Accelerate  the 
sales  process.  Web-enable  distribution 
channels.  Activate  net  marketplaces. 
Streamline  service  and  support.  Build 
customer  loyalty.  Grow  revenue. 


Online  in  60-90  days.  Configure, 
personalize:  differentiate.  Pay  as 
you  use.  Use  only  what  you  need. 
Change  on  a  dime.  Innovate  at  web 
speed.  Visit  www.asera.com  or  call 
1-877-992-7372  for  more  information. 


AserA 


sen 

Accelerate  your  channels" 
Download  our  latest  reports  at  www.asera.com/demand  to  learn  more  about  leading  strategies  in  B2B  e-commerce. 


CASE  STUDY  |  McCAIN2000.COm] 


MEET  "CLICK  MORRI 


When  the  McCain  campaign  began  to  look 
like  "Amazon. vote,"  a  new  kind  of 

political  guru  emerged     by  Richard  Rapaport 


STRAIGHT  TALK  EXPRESS  - 
ALEXANDRIA,  VIRGINIA,  HIS 


L^es,  Virginia  (northern  Virginia,  to  be 
^m  specific),  there  is  a  Max  Fose.  I  know  this 
because  I  am  sitting  with  the  soon-to-be- 
gendary  Webmaster  of  the  John  McCain  pres- 
Icntial  campaign  and  watching  one  of  the 
amnedest  political  exercises  the  year  2000  cam- 
aign  will  likely  produce.  Fose  is  staring  intently 
t  a  PC  in  his  office  at  McCain's  national  head- 
uarters  in  Alexandria.  A  spartan  former  printing 
lant,  the  place  hums  with  the  tension  of  a  military 
jmmand  post  on  the  eve  of  battle.  Dozens  of 
aung  men  and  women  hunch  forward  in  front  of 
jmputers  or  talk  urgently  on  their  standard-issue 
lokia  cell  phones. 

Campaign  donations  scroll  down  the  screen  in 
:lentless  real-time  display.  Each  of  these  Web-based 
■edit  card  transactions  is  political  ammunition, 
;ady  to  be  loaded,  aimed,  and  fired  on  this  day, 
ne  week  before  the  Super 
uesday  primaries.  No  muss, 
3  fuss,  no  messy  checks  to 
e  photocopied,  sent  to 

e  bank,  and  cleared — just 
veet,  instantly  exploitable 

sa,  AmEx,  and  MasterCard 

:ctronic  cash. 
"I  check  the  contributions 

veral  times  a  day,"  says 

e  especially  young-looking 

>-year-old  who  is,  at  the 

oment,  both  wired  and 

ed,  He  has  been  working 
'  -hour  days  for  six  months. 

:'s  running  close  to  $30,000 

j    hour,"   he  says,  hard 

;ssed  to  keep  the  wonder 

t  of  his  voice. 

It  is  not  so  much  the 

ount  of  money  that  is  stun- 

ig  but  this  steady  roll  call 

<;  Internet-savvy  Americans 

:  wing  their  political  pref- 
Inces  with  mouse-clicked 
Mitributions  in  $10,  $25, 
wl  $100  chunks — up  to  the 
HS0  individual  maximum 

3  wed  for  matching  federal 

Htion  funds. 


The  Hockaday  Donatelli  accounting  software 
tells  a  phenomenal  tale:  Every  second,  all  over  the 
country,  contributors  sign  on  and  send  in.  Their 
electronic  profiles,  required  by  the  Federal  Election 
Commission,  tell  the  following:  They  work  at  a 
wide  variety  of  jobs.  They  understand  electronic 
commerce.  And  they  are  willing  to  put  their  money 
where  their  political  opinions  are.  In  total,  they  rep- 
resent a  distinct,  Internet-enabled  constituency  and 
a  new  way  of  doing  politics.  Nearly  40%  are  con- 
tributing to  a  political  campaign  for  the  first  time. 

Tick:  $10  from  a  student  in  Salt  Lake  City. 
Tock:  $250  from  a  retired  air  force  lieutenant  colo- 
nel from  Apollo  Beach,  Florida.  Tick:  $50  from  a 
self-employed  geologist  in  Aptos,  California.  Tock: 
$25  from  an  NCR  information  technology  con- 
sultant from  Alpharetta,  Georgia.  And  so  it  goes. 

Watching  this  Web-based  rolling  thunder,  Fose 
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is  thinking  utility.  "It's  immediate  fuel," 
he  says,  calling  up  a  running  total.  With 
matching  funds,  the  campaign's  elec- 
tronic take  to  date  is  $10,346,562, 
fully  25%  of  the  $40  million  it  will 
eventually  spend. 

This  cybercash  is  a  key  propellant 
for  the  McCain  surge.  That  is,  until  it  is 
subsumed  by  the  tidal  wave  of  paid 
media  by  a  panicked  Bush  campaign 
forced  to  drain  its  $70  million  big- 
money  war  chest.  A  story  making  the 
rounds  suggests  that,  after  pulling  all 
kinds  of  strings  to  get  in  to  see  George 
W.  Bush's  chief  strategist,  Karl  Rove,  an 
Internet  vendor  was  dismissed  with  an 
imperious  "We  don't  need  the  Internet." 

Max  Fose  shakes  his  head  at  this 
rumored  failure  of  political  imagination. 
"They  could  have  run  rings  around  us. 
They  might  have  had  a  list  of  500,000  vol- 
unteers by  now,"  he  says,  alluding  to 
another  aspect  of  the  McCain  online  cam- 
paign largely  overshadowed  by  splashy 
Internet  fund-raising.  Certainly,  the  $2 
million  raised  online  in  the  four  days  fol- 
lowing the  New  Hampshire  primary  was 
crucial  to  keeping  McCain's  insurgent 
campaign  going  during  the  heady  days 
between  victories  in  New  Hampshire  and 
Michigan  and  the  Super  Tuesday  steam- 
rolling  by  the  Bush  machine.  But  the 
deeper  effect  involved  a  potent  interactive 
organizational  strategy  centering  on  what 
Fose  calls  "the  sacred  list"  of  142,000 
Internet-connected  volunteers. 

Working  with  VirtualSprockets,  a 
Maryland-based  software  company,  the 
campaign  was  able  to  give  its  volunteer 
guerrilla  insurgents  the  ability  to  create 
micromanageable  local  Web  pages  and 
fluid  email  lists  with  nothing  more  than  a 
PC,  an  Internet  address,  and  a  password. 
By  the  time  the  campaign  came  to  an 
end,  there  were  more  than  100  McCain 
Web  administrators,  each  running  pow- 
erfully plugged-in  local  sites. 

This  Internet-driven  decentralization 
meant  that  the  McCain  campaign  could 
organize  down  to  a  virtually  block-by- 
block  level  for  little  cost.  It  allowed  a 
thin  organization  to  compete  against 
the  heavily  financed  and  well-organized 
Bush  machine,  and  it  gave  McCain 
aign  dollars  an  estimated  4-to-l 


advantage  over  Bush  greenbacks. 

McCain  himself  was  convinced  early 
on  that  the  Internet  had  to  play  a  critical 
role  in  the  campaign.  Time  and  again 
it  allowed  him  to  leverage  his  money 
and  his  organization.  "In  the  Virginia 
primary,"  McCain  told  me,  "we  needed  a 
lot  of  petitions  signed  to  get  on  the  ballot. 
We  had  the  form  available  to  download 
off  the  Internet  and  got  17,000  signa- 
tures with  very  little  trouble." 

Ultimately,  McCain  realized  he 
couldn't  go  the  distance,  but  the  mes- 
sage was  clear  to  any  political  organiza- 
tion with  hopes  for  the  future.  His  Web 
team  had  played  the  Inter- 
net like  a  Stradivari.  Ballot 
petitioning  was  simplified. 
Local  email  brought  out 
large  crowds  on  a  few  hours' 
notice.  The  Web  was  used  to 
enlist  phone  bankers  from  all 
over  the  country  to  down- 
load voter  lists  in  upcoming 
primary  states  and  then  to 
make  calls  from  their  homes. 
Hundreds  of  thousands  were 
reached  at  virtually  no  cost, 
compared  to  the  going  rate 
of  50  cents  for  every  call 
from  a  professional  phone 
bank.  The  Web  became  a 
virtual  political  print  shop 
enabling  thousands  of  volunteers  to 
download  and  reproduce  millions  of 
pieces  of  campaign  literature  and  signs 
on  their  home  printers.  The  various 
pages  on  McCain's  Web  site  were  used 
to  put  out  key  registration  information 
and  to  douse  political  fires. 

According  to  Wes  Gullett,  McCain's 
deputy  campaign  manager,  the  Internet 
was  "everything — the  only  way  we 
could  have  survived."  Time  and  again, 
Gullett  was  stunned  by  the  power  of 
the  new  kind  of  interactive  campaign 
being  created  as  they  went  along.  "I  had 
2,500  volunteers  in  Arizona  alone,"  he 
says.  "We  had  a  headquarters  full  of 
people  who  knew  about  the  campaign 
from  the  Internet." 

The  campaign's  innovative  use  of  the 
Internet  could  turn  out  to  be  the  most 
important  single  factor  of  this  year's  elec- 
tion. And  woe  unto  the  future  candidate 


who  doesn't  study  the  McCain  2000 
Internet  campaign  strategy  carefully. 
"The  Web  was  only  an  electronic  bill- 
board in  the  last  two  elections,"  Max 
Fose  says,  "but  this  is  the  first  time  any- 
one ran  a  truly  interactive  campaign."  It 
certainly  will  not  be  the  last. 

A  STAR  IS  BORN 

At  the  same  time  McCain  2000  was 
raising  the  e-political  bar,  it  was  making 
Max  Fose  a  cyberlegend.  As  the  McCain 
campaign  took  off  in  late  1999,  Fose's 
renown  began  to  grow.  His  daily  email 
"MaxGrams"  circulated  among  a  growing 
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MY  HERO— MAX  FOSE,  STRAIGHT  OUT  OF  NERDVILLE,  POSING  WITH  A  PAIj 
WHOSE  CAMPAIGN  HE  GAVE  A  BIG  DIGITAL  BOOST. 


list  of  volunteers  and  became  a  welcome! 
and  informative  bonding  agent.  For  somd 
in  the  press,  his  ubiquitous  presenc^ 
raised  questions  about  whether  Fose  ■ 
a  real  person  or  some  digitally  generate 
political  Max  Headroom,  a  disembodied 
yet  personable  online  construct  availably 
via  AOL  instant  messaging  anytime,  daj 
or  night. 

The  legend  was  burnished  durind 
the  South  Carolina  primary,  when  Fosd 
traveled  to  the  Charleston  headquartersf 
Receiving  a  call  on  his  cell  phone,  hj 
answered,  "This  is  Max,"  and 
immediately  surrounded  by  volunteer 
demanding  to  know  if  he  was  the 
Fose.  At  meetings,  McCain  would  ki(j 
Fose    about    his    growing   celebr 
"Everybody  wanted  to  know  who  Ma 
Fose  was,"  he  recalls.  At  a  fund-raise 
in  Southern  California,  a  well-hee 
McCain  doyenne  asked,  "Is  there  a  re 
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Max  Fose?  I  do  so  enjoy  those  emails  he 
sends  me."  Swedish  television  did  an 
interview  with  Fose  before  heading  off 
to  talk  with  the  master  of  more  tradi- 
tional political  campaigns,  Dick  Morris. 

If  any  question  remained  as  to 
whether  Fose  was  becoming  a  symbol 
of  the  2000  campaign,  it  was  answered 
when  an  entrepreneur  registered  the 
URL  www.maxfose.com.  "I  can't  believe 
it,"  Fose  says.  "I  don't  even  own  my 
name  anymore." 

Fose,  who  began  in  1992  as  an  intern 
in  McCain's  Phoenix  office,  was  the  cam- 
paign's first  employee,  given  the  tasks  of 
opening  the  Washington  headquarters 
and  developing  the  Internet  infrastruc- 
ture. McCain  had  long  been  struck  by 


ON  CALL— WORKING  THE  PHONES  AT  McCAIN  CENTRAL. 
AT  ONE  POINT,  THE  CAMPAIGN  HAD  142.000  VOLUNTEERS. 

Fose's  personality  and  his  technological 
savvy.  "Max  is  the  loveliest  of  young 
men,"  McCain  says,  "and  if  you  asked 
central  casting  to  send  you  The  Revenge 
of  the  Nerds,  they'd  send  you  Max." 

Fose,  along  with  fellow  Webmaster 
Wes  Gullett,  first  began  to  shape  the 
McCain  Internet  strategy  in  the  waning 
days  of  1998.  At  one  of  the  McCain 
campaign's  first  full-blown  organiza- 
tional meetings  in  Washington,  D.C.,  in 
late  L998,  Gullett  proposed  that  they  run 
an  Internet-based  campaign  for  the  Iowa 
caucuses.  The  notion  of  a  "virtual  Iowa" 
was  vetoed,  and  even  an  expenditure  of 
$27,000  for  the  McCain  Web  site  design 
was  criticized  by  campaign  manager 
Rick  Davis.  McCain  says  about  his  man- 
or's initial  reluctance,  "Hi  was  irate 
and  told  us,  "It  better  pay  for  itself.'" 
ig  to  Mc<  am,  Davis  "finally 
lented  when  the  site  began  bringing  in 
money  in  the  first  couple   >l  months." 
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There  was  another  early 
hint  about  the  vast  potential 
of  the  Internet  when,  in  Feb- 
ruary 1999,  A&E's  Biography 
on  McCain  caused  a  flood  of 
traffic  on  the  Web  site  and 
added  impetus  to  continue 
the  early  Web  experimentation. 

In  certain  ways,  McCain  was  a  natu- 
ral Web  candidate.  Chairman  of  the 
Senate  Telecommunications  Subcom- 
mittee and  regarded  as  the  U.S.  Senate's 
savviest  technologist,  McCain  is  an 
inveterate  devotee  of  email.  His  nightly 
ritual  is  to  read  his  email  together  with 
his  wife,  Cindy.  The  injuries  he  incurred 
as  a  Vietnam  POW  make  it  painful  for 
McCain  to  type.  Instead,  he  dictates 
responses  that  his  wife  types  on  a  lap- 
top. "She's  a  whiz  on  the  keyboard,  and 
I'm  so  laborious,"  McCain  admits. 

Early  in  the  year,  at  the  Maryland 
Republican  com'ention,  Fose  had  met  a 
husband-and-wife  team,  Tom  Yeatts 
and  Laura  Kittleman.  Their  company, 
VirtualSprockets,  had  an  integrated 
Web  site/email  campaign  package  called 
VS/Publisher  that  they  were  trying  to 
sell.  Its  interactive  back  end  allowed 
local  committees  to  "own"  a  piece  of  a 
larger  state  or  national  Web  site,  put- 
ting up  their  own  localized  pages  while 
keeping  the  rest  of  the  site  separate  and 
secure.  Another  feature  could  route 
email  to  lists  scaling  from  a  single  recip- 
ient to  hundreds  of  thousands. 

VirtualSprockets  had  exactly  the 
kind  of  interactive  political  software  the 
McCain  committee  had  discussed,  and 
Gullett  and  Fose  quickly  decided  to  hire 
the  firm.  According  to  Yeatts,  the  march- 
ing orders  were  as  follows:  "We're 
undermanned,  underfunded,  and  our 
only  chance  is  cheapness  and  speed." 
The  couple  went  into  a  code-writing 
frenzy  to  modify  their  product. 

By  early  June  1999,  VirtualSprockets 
had  six  early  primary  state  sites  up  and 
integrated  into  McCain2000.com.  Not 
coincidentally,  this  was  a  good  period 
for  the  volunteer  list,  which  grew  to 
more  than  22,000  by  June.  Fund-raising 
on  a  similar  trajectory.  A  filing 
deadline  emboldened  Fose  to  send  an 
email  asking  for  a  respectable  monetary 


"Everybody  wanted  to  know 
who  Max  was,"  says  McCain. 
One  well-heeled  doyenne 
asked,  "Is  there  a  real  Max 
Fose?  I  do  so  enjoy  those 
emails  he  sends  me." 


show  of  hands.  "The  $64,000  we  raisec 
in  a  couple  of  days  opened  our  eyes," 
Fose  says  about  the  response. 

The  McCain  campaign  philosophy 
according  to  Fose,  was  "try  something, 
and  if  it  doesn't  work,  try  somethinf 
else."  Gullett,  who  has  a  direct-mail 
background,  understood  that  winnini 
or  losing  support  could  often  be  the  dif 
ference  of  a  matter  of  seconds;  "I  sail 
no  slow  downloads;  we'll  lose  people. 
Word  went  out  to  VirtualSprockets  tha 
simplicity  was  the  order  of  the  day.  "W 
tried  to  simplify  everything  we  could, 
Tom  Yeatts  says,  "but  simple  is  n 
easy."  That  meant  more  long  days 
writing  code  to  make  everything  acce 
sible,  quick,  and  interactive. 

The  interactivity  between  differe 
mediums  soon  became  clear  to  Fos 
and  others.  The  senator  would  make 
appearance  on  Larry  King  Live,  an 
visits  to  the  site  and  Internet  contrih 
tions  would  skyrocket.  By  November  tl 
site  was  receiving  more  than  1  milli 
hits  a  week,  and  McCain  agreed  to  pn 
mote  his  campaign  URL  at  every  stop 

Fose,  curious  about  the  sources 
the  increased  traffic  to  the  McCain  W< 
site,  looked  at  the  Internet  protoc 
addresses  of  the  most-frequent  visitoi 
It  turned  out  that  the  most  visit 
around  8,000  hits,  had  come  from  tl 
Bush  campaign.  "We  were  flattered. 
Fose  says.  But  just  to  tweak  the  oppos 
tion,  he  ordered  a  button  installed  c 
the  McCain2000.com  site  that  rea« 
"Governor  Bush's  Staff  Click  Here." 

The  official  Bush  Web  site  followt 
the  earlier  model:  simply  a  place  to  nr 
speeches,  releases,  and  position  paper 
But  it  did  begin  to  imitate  the  McCa 
site  with  an  increasing  number  < 
URL  links  and  email  experimentatio 
Fose  compares  the  two  differei 
approaches  using  the  predictable  Dav 
versus  Goliath  metaphor.  "Goverm 
Bush  spent  all  his  money  on  physi 
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It's  time  for  clarity." 
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organization:  They  filled  out  cards,  we 
had  email;  they  rented  buildings,  we  had 
a  volunteer's  computer." 

One  of  those  computers  belonged  to 
Kelly  O'Keefe,  a  young  divorced  mother 
from  New  York  City.  A  lifelong  Repub- 
lican, O'Keefe  attempted  to  get  involved 
in  the  local  McCain  campaign  in 
February,  but  she  discovered  that  the 
organization  wasn't  yet  ready  for  volun- 
teers. A  Web  marketer  by  trade,  she  went 
to  the  McCain  Web  site  to  see  if  there 
was  a  way  to  help. 

Gullett  says  that  "the  hardest  thing 
is  to  keep  volunteers  busy  and  active." 
To  do  just  that,  he  and  Fose  directed 
VirtualSprockets  to  build  in  a  number 
of  jobs  that  could  be  done  interactively. 
So  O'Keefe 's  first  effort  after  she  put  her 


s  oui  DtoonaJ  crusade  t«ms  mncife.  I  vUIco&qau*  V  aU  about 
ifomg  (mamni  savuaj  Social  Security  payu*  flcvn  0»  mqomI 
•f  ud  ntamtag  da-nry  c  9m  Wfei*  House  1  naad  yovi  belp  nov  n»i» 
*c  t*at  t>  mtJtf  ma  that  oui  otsmc*  d  baud  all  ow  to  country 


MyMmAI    *■*  'j>  H  MAl  MM  ."•    Hi  |  ■  [  BOH  <iil    ■  BB9  rtl  ■     *■  '•'* 

U*nr  lamalkrvvd  nycampaltikCooBip**  at«u^i  u*  wn^ryuUawad  funds  ofmyoppooaw  On 
maam  B  ptraaaj  and  vnh  yow  a*lp  ««  viB  comma*  t>  (am  nciwnnim  dum*  Sib  primary  season 

Wb  mmrt  mow piwpmrw  tat  t^B  CmJirotmrn,  Hbw  Vat*.  Ctuuwctmrmt,  O^oigm.  Mbjmb. 
MvtUb*    Mwm-Mm*rrtr    Mojvmn.  OAm>.  R*p4t  t*M»1.  tmd  VmrmoMi  tmtt  ±.<J*  imru 
pitmxjtr-'  ob  Tmr.fBr    TtMfBj  i  *m  txAimt  m'B  m  bJtam-  mum  u  fim*wcmtltT  tmpmamme  mr 
em\m*mtgm  bt  cimrUmg    ttir    m  —  t*  a  comaiBmaaa 

WKfc,yow)ab}and»ittpon.  w»  vfil  vu  Q»  Rt^uUEu  nonumvik  ud  daum  Anton  Tbank  yooloi  9* 
roa>  >oo  an  akyuc  tc  DU3  hmonr  uodtrUin]  Clad  y  and  1  an  truly  (natal 


M 


7*-<^ 


son  to  bed  every  evening  was  to  sit 
down  at  her  iMac  and  send  out  10  form 
emails  to  friends.  With  key  primaries 
coming  up,  Fose  faced  the  question  of 
how  to  focus  the  now  60,000-person 
national  volunteer  base  on  the  upcom- 
ing New  Hampshire  primary.  His  flash: 
"Let's   put  the   voter   file   from   New 
1  [ampshire  up  on  the  site,  along  with  a 
script,  and  get  supporters  from  around 
the  country   to   download   them   and 
■  lis  themselves." 
arly  2,000  volunteers,  among 
•  eefe,  responded  to  what  was 
irtual  presidential  campaign 
i  ike  other  cybervolunteers, 
that  working  at  home 
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from  her  own  computer 
allowed  her  to  balance  the 
requirements  of  her  life  with 
the  urge  to  participate  in  poli- 
tics. Doing  the  work  at  night 
after  her  son  was  in  bed 
proved  convenient  for  her  and 
useful  to  the  campaign.  "Working  from 
10  until  midnight  made  it  easy  to  partici- 
pate," she  says.  "Besides,  on  the  Web  no 
one  knows  who  you  are — or  what  time 
you  send  out  an  email." 

O'Keefe  made  contact  with  Virtual- 
Sprockets.  Via  email,  Tom  Yeatts  enlisted 
her  to  work  on  a  district  Web  page  for 
the  Upper  West  Side  of  Manhattan. 
O'Keefe  quickly  got  into  her  role  as  a 
political  Webmaster.  She  put  up  registra- 
tion information  to  help  supporters 
deal  with  a  com- 
plex New  York 
primary  ballot  that 
tended  to  work 
against  McCain. 
She  created  hyper- 
links to  endorse- 
ments from  news- 
papers like  The 
New  York  Times 
and  New  York 
Post  and  posted 
favorable  stories 
about  her  can- 
didate. At  first  she 
was  surprised  that 
a  campaign  would 
give  its  volunteers 
the  freedom  to  cre- 
ate pages  on  McCain's  Web  site.  "People 
could  have  done  nutty  things,  but  every- 
body was  aboveboard,"  she  says. 

Within  the  campaign,  there  had  been 
some  sharp  debates  about  how  open  the 
process  could  actually  be.  But  at  a  meet- 
ing at  the  Alexandria,  Virginia,  head- 
quarters, the  candidate  himself  put 
matters  to  rest.  "We  have  to  trust  peo- 
ple," he  told  his  staff. 

The  process  was  not  trouble-free.  In 
late  February,  Fose  discovered  that  an 
Internet  company  in  California  had 
"pagejacked"  parts  of  the  McCain  Web 
site  and  was  collecting  contributions 
itself.  The  campaign  called  in  the  FBI, 
which  shut  the  site  down  the  same  day. 


One  New  Hampshire 
coordinator  was  overwhelmed 
by  the  response  to  his  site. 
"I'm  getting  1,000  emails  a  day,, 
and  my  boss  is  about 
to  fire  me!" 


"He  only  collected  a  couple  of  hundre< 
dollars  and  said  he  would  turn  it  over  tj 
the  campaign,"  Fose  recalls,  "but  tha 
kind  of  thing  could  have  had  a  negativ 
impact  on  contributions." 

The  sheer  creativity  of  the  voluntee 
force  often  startled  staffers.  One  devd 
tee  of  talk  radio  decided  supported 
should  be  encouraged  to  phone  in.  Shi 
emailed  VirtualSprockets.  Already  behirJ 
schedule,  the  firm's  staff  asked  her  if  sn 
could  put  up  a  radio  Web  page  hersell 
"I  can't  write  HTML  [hypertext  markul 
language],"  she  replied,  "but  my  hu:j 
band  can."  Her  husband,  it  turned  ou 
was  in  Korea  with  the  U.S.  Army.  Soo| 
the  Maryland  McCain  Radio  Page  wa 
up,  thanks  to  a  Korean  connection. 

When  problems  arose,  they  usual* 
stemmed  from  the  sheer  growth  q 
McCain's  volunteer  force.  One  Ne, 
Hampshire  coordinator,  overwhelms 
by  the  response  to  his  site,  begged  to  Hi 
excused.  "Please  find  someone  elsel 
he  emailed  VirtualSprockets.  "I'm  ge 
ting  1,000  emails  a  day,  and  my  boss 
about  to  fire  me!" 

In  January,  the  campaign  used  t 
Internet  to  blunt  charges  that  the  sei 
tor  had  sent  a  letter  to  the  FCC 
license  approval  for  a  supporter.  Rath 
than  respond  through  the  press,  t 
campaign  went  direct.  "We  scanned 
actual  letter  into  the  site  and  said  to  o 
supporters,  'You  decide,' "  says  Fose. 

From  the  start  of  the  campaign, 
McCain  forces  understood  that  to  ha 
any  chance  of  moving  on  and  winning 
other  states,  New  Hampshire  was  critic 
At  a  meeting  in  Washington,  D.C.,  t 
senator  was  his  usual  bluff  self:  "Wh 
do  I  do  if  I  win  in  New  Hampshire?" 
asked  Fose.  The  reply  was  blunt:  "Ma 
sure  you  mention  our  Web  site." 

"You  guys  going  to  be  ready; 
McCain  asked.  Fose's  response  w 
to  hire  additional  staff  and  add  fo 
dedicated  servers  to  the  operation.  ( 
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ant  to  join 

he  exclusive  club? 

Come  to  Bangalore 


Why  has  Bangalore  been  so  successful  in  attracting  a  large  number  of  world  leaders?  The  reasons 
are  many.  This  capital  city  of  Karnataka,  one  of  the  most  progressive  states  in  India,  has  been  called  the 
'Silicon  Valley  of  India1  and  is  rated  as  one  of  the  'Top  10  Tech  Cities  of  the  World'  by  the  Newsweek 
magazine  and  as  one  of  the  Top  10  Global  Hotspots'  by  the  Business  Week.  Most  importantly, 
it  recognises  the  need  to  provide  the  industry  with  every  opportunity  to  develop  and  grow. 

Bangalore  offers  one  of  India's  most  pro-business  environment,  a  climate  that  helps  foster  profitability. 
Along  with  an  abundant  resource  base,  world  class  technical  skills,  excellent  industrial  relations  and  total 
support  from  the  government  with  tax  breaks,  incentives  and  speedy  clearances,  the  state  of  Karnataka 
today,  is  where  smart  global  businesses  are  headed. 

The  Karnataka  Government  is  organising  a  Global  Investors  Meet  in  the  month  of  June  2000.  The  Meet 
commencing  with  a  conference  on  5th  &  6th  of  June  at  Bangalore,  will  showcase  the  investment 
opportunities  and  policy  initiatives.  Followed  by  site  visits,  project  formulation  and  in-principle 
clearances,  the  whole  government  machinery  will  be  deployed  to  ease  your  way.  And  the  government 
would  facilitate  clearances  in  the  month  of  June  to  all  projects  proposed  by  the  investors  during  the  Meet. 

So,  if  you  want  to  rub  shoulders  with  the  big  players  of  industry,  come  to  Bangalore 
-  The  Global  Hotspot  for  investment  and  growth. 


An  initiative  of 
Government  of  Karnataka 


CM 


In  association  with 
Confederation  of  Indian  Industry 


Organiser 

KARNATAKA  STATE  INDUSTRIAL  INVESTMENT  &  DEVELOPMENT  CORPORATION  LIMITED 

MSIL  House,  36,  Cunningham  Road,  Bangalore  -  560  052,  India.  Ph :  91-80-225  8131-33, 225  5911 

Fax :  91-80-225  5740  /  225  9371    e-mail :  ksiidc@blr.vsnl.net.in 

Event  Manager 

Arthur  Andersen  India  Pvt  Ltd 

11th  Floor,  Du  Pare  Trinity,  17,  M.  G.  Road,  Bangalore  -  560  001,  India.  Ph  :  91-80-559  6262  Fax :  91-80-559  8518 
e-mail :  AA-karnataka.conference.application@in.arthurandersen.com 

Visit  gim  website  :  www.indiagim.com 
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February  8,  the  19%  margin  of  victory  in 
New  Hampshire  stunned  even  McCain's 
own  supporters.  But,  as  he  promised, 
Fose  was  ready.  The  senator  gave  his  vic- 
tory speech  in  front  of  a  blue  banner  with 
www.McCain2000.com  emblazoned 
across  it.  Fifteen  minutes  after  McCain's 
victory  declaration,  "pop-up"  windows 
appeared  on  the  site  advising  visitors  to 
"Click  here  to  contribute  today."  The 
deluge  began  immediately.  By  the  end  of 
the  week,  the  site  had  handled  a  stagger- 
ing 10  million  hits. 

Back  at  headquarters,  Fose  was  moni- 
toring the  dawn  of  a  new  political  era. 
"When  $20,000  came  in  the  first  hour,  it 
was,  'Wow!'"  Fose  left  at  midnight,  not 
because  he  was  tired  but  because  the 
site  was  so  busy  he  couldn't  log  on.  "We 
couldn't  have  handled  any  more  people 
if  we  had  wanted  to,"  he  recalls.  By  7:30 
the  next  morning,  Fose  was  back  and 
the  total  was  $162,000.  The  torrid  pace 
continued  for  the  next  four  days. 

The  interactive  Internet  strategy  in 
New  Hampshire  bought  the  campaign 
critical  time.  Equally,  it  answered  an 
inevitable  and  often  poignant  question 
insurgent  candidates  ask  when  things 
go  unexpectedly  well:  "We  won.  Now 
what?"  In  the  past,  upstart  candidates 
like  Gary  Hart,  Pat  Buchanan,  and  Paul 
Tsongas  could  do  little  more  than  savor 
their  New  Hampshire  victory  and  hope 
the  checks  would  begin  to  arrive  over 
the  next  few  days  and  weeks.  Now 
there  was  a  novel  and  powerful  way  to 
leverage  New  Hampshire.  By  this  time, 
McCain  campaign  manager  Davis  was 
won  over.  "The  Internet  is  as  close  to 
impulse  buying  as  you  can  get  in  U.S. 
politics,"  he  admitted  to  Fose. 

Moving  on  to  South  Carolina,  the 
McCain  campaign  tried  to  keep  its 
Internet  momentum  going  by  hosting  a 
"(  yberExpress  Fund  Raiser."  Support- 
ers paid  $100  each  for  500  slots, 
enabling  them  to  log  into  the  McCain 
headquarters  in  Charleston.  They  were 
:  to  watch  via  WebTV  as  the 
can  fielded  questions  and  Cindy 

1  in  his  responses.  Behind 
her  !ns  ow  i  laptop,  Fose 

the  event  while  clear- 
h     several  thousand 
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emails  he  was  receiving  each  day. 

But  by  Friday,  March  3,  2000,  with 
South  Carolina  lost  and  Super  Tuesday 
shaping  up  as  a  big  Bush  day,  the  McCain 
campaign  was  facing  its  likely  end. 
The  candidate  was  scheduled  for  what 
would  prove  to  be  the  final  Straight  Talk 
Express  bus  excursion,  from  New  York 
to  Boston,  on  the  eve  of  the  New  York 
and  various  New  England  primaries. 

With  phone  calls  still  to  make  before 
the  Tuesday  primary,  Kelly  O'Keefe 
decided  to  trade  in  her  online  persona 
and  personally  attend  a  noontime 
McCain  rally  on  Wall  Street.  By  now, 
the  McCain  campaign  had  more  than 
7,000  volunteers  in  New  York,  and  the 
financial  district  was  crowded  with 
thousands  of  supporters  responding 
to  email  from  local  ^^^^^^^^^^^ 
organizers. 

Following  the 
rally,  the  Straight 
Ta  Ik  Express 
headed  up  1-95  for 
a  rally  at  Sacred 
Heart  College  in 
Fairfield,  Connec- 
ticut. With  press 
attention  at  an  all- 
time  high,  the  cara- 
van now  included 
four  buses,  all  of 
which  wound  up 
crawling  for  sev- 
eral hours  in  the 
Friday  afternoon 
rush  hour  traffic. 

Hours  late  to 
the  rally,  the  can- 
didate was  never- 
theless greeted  by 

2,000  cheering  supporters  in  a  gymnasium 
on  campus.  Benjamin  Davol,  a  govern- 
ment affairs  specialist  from  Hartford 
helping  out  as  a  volunteer  event  coordi- 
nator, said  that  most  of  the  1,200  peo- 
ple on  his  Connecticut  email  list  had 
showed  up.  "The  email  only  went  out 
on  Wednesday,"  he  shouted  over  the 
noise  of  the  crowd. 

As  Super  Tuesday  approached,  Fose 
had  less  to  do  than  he  wanted.  "The 
machine  is  in  place,  it's  working,  and  the 
race  will  be  decided  on  Tuesday,"  he  told 


me  as  he  began  his  "walk-around"  roi 
tine  to  gather  material  for  his  daily  ema: 
The  following  Tuesday,  McCain  wou 
win  Connecticut  and  Massachusetts  b 
lose  in  New  York,  Ohio,  and  Californi 
effectively  ending  the  campaign. 

In  the  days  following  Super  Tuesdaj 
Fose  agreed  to  stay  on  in  Washingtoj 
D.C.,  to  keep  the  flame  alive  at  leal] 
through  the  end  of  the  primary  seasoli 
Not  only  that,  he,  Wes  Gullett,  and  Vi. 
tualSprockets  decided  to  launch  a  buJ 
ness  to  sell  the  campaign  package  thi 
had  energized  the  McCain  campaign,  I 
help  make  the  Internet  an  indispensab]| 
part  of  future  campaigns.  John  McCaJ 
for  one,  is  more  of  a  convert  than  eva 
"Our  Internet  strategy  was  bred  I 
necessity,  but  it  exceeded  our  wildJ 


FINAL  HURRAH— McCAIN  LOST  THE  POLITICAL  FIGHT,  BUT  THE  WEB  WORK  WENT  ON.  AND  Ft 
DECIDED  TO  LAUNCH  A  BUSINESS  BASED  ON  EVERYTHING  HE  HAD  LEARNED. 


expectations,"  he  says.  "I  think! 
changed  things  drastically,  and  obi 
ously  diminished  the  importance  of  I 
party  organization." 

That  factor  alone  could  be  gql 
news  for  McCain  in  2004  shol 
George  W.  Bush  lose  this  Novem™ 
But  if  Max  Fose  has  his  way,  andl 
likely  will,  interactive  Internet  cm 
paigning  will  be  standard  operatB 
procedure  for  candidates  from  coastj 
coast.  From  this  point  on,  the  PC  is 
nitely  politically  correct. 
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hpetition  is  just  a  click  away.  Bad  news  for  the  competition.  Good  news 
■  Introducing  Synchrony  eCRM,  electronic  customer  relationship 
nent  for  eBusiness.  Phone,  fax,  e-mail,  Web  chat,  VOIP.  At  last,  all  your 
r  communications  can  be  synchronized  into  a  single  view  on  your  agent's 
at  your  fingertips?  Customer  interaction  histories  and  Web  tools  for 
lasting,  profitable  relationships.  Synchrony  eCRM.  Build  a  relationship; 
•actions  will  come.  For  the  industry's  only  30-day  implementation 
e,  call  toll-free  877-796-2663  or  visit  www.synchrony.net. 
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HOW  ONLINE 


PHARMACIES  ARE 


FALLING  VICTIM  TO 


GOVERNMENT   REGULATION 


BY  VIRGINIA  POSTREL 


ILLUSTRATION  BY  BRIAN  CRONIN 


rHE  Pill  Box  pharmacy  is  the  last 
place  you'd  look  for  radicals.  A 
plain,  freestanding  structure  in  San 
Antonio's  South  Texas  Medical 
Center,  the  shop  smells  of  rubber 
and  pills — splints  and  trusses  and 
prescription  drugs.  There  aren't 
rows  of  shampoos  and  greeting 
.s;  it's  a  straightforward,  and  decidedly  down-home, 
ical  place. 

•ut  back  in  the  mail  room,  away  from  public  view, 
loyees  are  bustling  to  make  the  DHL  pickup  dead- 
Two  4-foot  high  stacks  of  prelabeled  boxes  wait  to 
ve  bubble-wrapped  pill  bottles  bound  for  patients  in 
da,  Illinois,  Ontario,  and  beyond.  In  his  office  down 
tall,  Pill  Box  owner  Bill  Stallknecht  has  a  map  of  the 
with  pins  marking  customers'  locations,  some  as 
as  Ethiopia,  Bahrain,  Uzbekistan,  and  Tibet, 
allknecht  doesn't  seem  like  a  cosmopolitan  trend- 
much  less  a  scary  revolutionary.  An  earnest, 
ly  guy  in  a  bright  blue  Pill  Box  knit  shirt,  he  grew 
a.  tiny  town  near  Houston,  where  he  used  to  help 
ie'  local  doctor,  and  went  to  pharmacy  school  at 
ate  university  in  Austin.  He  sings  in  a  barbershop 
et — you  can  see  a  photo  of  that  on  the  company's 
site — and  speaks  softly,  with  a  country  accent.  He 
antithesis  of  slick, 
dlknecht  and  a  partner  started  the  Pill  Box  in  1971 
$2,000  in  cash  and  a  $25,000  loan  co-signed  by 
necht's  mom  and  dad.  What  began  as  a  "little  bitty 
quare-foot  store"  grew  to  a  small  chain,  including 
pharmacies,  a  medical  equipment  shop,  and  a  ser- 
enter.  Nowadays,  small  independents  like  the  Pill 
an't  make  much  money  selling  normal  prescrip- 
and  Stallknecht  won't  accept  insurance  payments. 
rid  my  wife  to  Walgreen's,"  says  Stallknecht.)  Up 
anuary  1999,  the  company  got  most  of  its  revenue 
home  medical  equipment,  oxygen,  and  specially 
)unded  preparations. 


But  the  Internet  has  changed  Stallknecht's  business — 
and  put  him  on  the  front  lines  of  a  clash  between  tradi- 
tional regulation  and  consumer  demand.  With  its  ability 
to  jump  borders  and  serve  niche  markets,  the  Internet 
has  spawned  a  wide  range  of  online  pharmacies.  A  few 
high-profile,  well-funded  operations,  including  Drug- 
store.com  and  PlanetRx.com,  are  essentially  Web-based 
versions  of  chain  drugstores  and  mail-order  houses. 
They  pose  competitive  challenges  but  no  public-policy 
questions.  At  the  other  end  of  the  spectrum  are  shady- 
offshore  businesses,  selling  mysteriously  sourced  prod- 
ucts from  unknown  addresses.  They're  easily  stigma- 
tized as  sleazy  operations,  whether  or  not  the  authorities 
can  track  them  down.  Again,  no  real  challenge  to  tradi- 
tional regulation. 

The  interesting  action  is  in  the  middle,  between  the 
establishment  companies  and  the  fly-by-night  operators. 
New  online  companies  are  forcing  us  to  rethink  exactly 
why  and  how  we  regulate  pharmaceuticals — and  to 
what  extent  the  Internet  can  really  act  as  a  check  on 
government  power. 

Both  state  and  federal  enforcers  are  focusing  on 
American  pharmacies  that  sell  FDA-approved,  American- 
made  prescription  drugs  but  use  the  Internet  to  relate 
to  patients  in  unconventional  ways.  The  central  issue 
involves  medical  practice:  Can  a  doctor  legitimately  pre- 
scribe a  medication  without  meeting  a  patient  in  person, 
if  the  prescription  is  for  a  relatively  safe  drug  and  is 
based  on  information  from  a  questionnaire  tailored  to 
that  drug?  Should  the  law  require  that  doctors  and  phar- 
macists stick  only  to  the  old  methods? 

Over  the  past  year,  attorneys  general  and  medical 
regulators  in  Missouri,  Kansas,  Illinois,  Alabama,  and 
Virginia  have  brought  legal  action  against  online  phar- 
macies that  allow  customers  to  obtain  prescriptions 
by  filling  out  Web  questionnaires.  They've  also  threat- 
ened to  revoke  the  licenses  of  doctors  who  issue  such 
prescriptions.  Although  regulating  pharmacies  and 
doctors  is  a  state  matter,  the  FDA's  Office  of  Criminal 
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Investigations  also  has  raided  clinics  selling  pharmaceuticals 
online,  handing  out  sealed  indictments  and  turning  over 
information  to  state  regulators. 

President  Clinton  wants  to  require  pharmacy  Web  sites  to 
get  licenses  from  the  FDA  before  they  can  go  online.  He  also 
has  proposed  new  federal  fines,  up  to  $500,000  per  sale,  for 
selling  prescription  drugs  "without  a  valid  prescription" — a 
standard  that  would  require  the  feds  to  determine  adequate 
grounds  for  writing  a  prescription.  To  enforce  these  new 
rules,  the  administration  would  give  the  FDA  subpoena 
powers  and  $10  million  in  fiscal  2001. 

Stallknecht  and  his  little  Texas  pharmacy  chain  are  the  most 
visible  targets  —  and  most  prominent  opponents  —  of  this  reg- 
ulatory onslaught.  What  started  as  a  vanity  Web  site  a  few 
years  ago  has  become  a  source  of  prescription  medicines  for 
doctors  and  patients  worldwide.  Viagra  is  the  big  attraction 
featured  on  ThePillBox.com,  along  with  Xenical  (a  weight- 
loss  drug),  Propecia  (an  antibaldness  treatment),  and  Claritin 
(an  allergy  medication).  Although  ThePillBox.com  started 
with  faxed  prescriptions  from  physicians,  it  helped  to  pioneer 
drug-specific  Web  questionnaires. 

Even  opponents  of  online  questionnaires  understand  why 
consumers  like  them.  "If  you  look  at  the  drugs  of  choice 
that  these  pharmacies  are  putting  out — Xenical,  Propecia, 
Viagra  —  they're  drugs  that  people  want  to  try,"  says  Tony 
Sanders,  a  spokesperson  for  the  Illinois  Department  of  Profes- 
sional Regulation.  "You  want  to  lose  weight,  you  want  to 
grow  hair,  you  want  to  have  an  erection,  but  you  don't  want 
to  go  to  a  doctor  about  such  a  sensitive  issue." 

To  Sanders  and  his  regulatory  colleagues,  the  risk  is  too 
great  to  allow.  On  the  Internet,  no  one  knows  if  you're  a  dog... 
or  a  pregnant  woman,  or  a  skinny  15-year-old  trying  to  get  a 
weight-loss  drug — and  that  could  be  dangerous.  In  Novem- 
ber 1998,  Sanders  got  a  call  from  a  USA  Today  reporter,  ask- 
ing about  an  Illinois  physician  who  read  questionnaires  for 
ThePillBox.com  and  decided  if  the  person  had  the  symptoms 

On  the  Internet,  no  one  knows 
if  you're  a  dog... or  a  pregnant 
woman,  or  a  skinny  15-year-old 
trying  to  get  a  weight-loss  drug . 


and  medical  history  required  to  qualify  for  the  particular 
drug.  That  was  the  beginning  of  the  end  for  Dr.  Robert  Filice, 
a  family  practice  doctor  m  Naperville,  a  Chicago  suburb. 
Iconoclastic  and  .1  bit  ot  a  computer  geek,  Filice  was  unapolo- 
;  eric  about  his  online  practice,  which  he  believed  helped 
patients  who  would  not  otherwise  see  a  physician.  The  state 
ook  .it  him  in  May  1999,  jerking  his  medical 
ighly  publicized  "emergens  "  action. 

lice  issued  ,i  statement  saving  that  he  was 

a  pioneer  in  a  new  and  unexplored 

the   statement  charged,  had  taken  his 

the  hope  and  intention  ot  crushing  innovation 
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and  seeing  to  it  that  as  a  result  of  his  experience  no  othe 
qualified,  competent,  and  caring  physician  will  dare  enter  thi 
area  of  online  medicine."  They  were  largely  successful. 

"I  think  that  we  sent  a  pretty  clear  message  to  doctors  thj 
we  don't  want  them  doing  this,"  says  Sanders.  "Dr.  Filice  wa 
pretty  vocal  at  the  beginning  that  he  didn't  see  a  problem  i 
this.  I  think  he's  changed  his  ways  on  that."  Indeed  he  ha 
Filice  got  back  his  license  after  paying  a  $1,000  fine  an 
accepting  two  years'  probation.  But,  says  his  attorney,  "aft< 
the  case  was  put  to  bed,  he  didn't  want  to  talk  to  anyone  an] 
more."  Filice  left  clinical  practice  in  December,  and  his  phor 
does  not  accept  messages. 

The  moral  of  Filice's  sad  story,  says  Stallknecht,  is,  if  yc 
want  to  avoid  attention  from  medical  regulators,  don't  pil 
up  a  Web  site.  And  if  you  want  to  stay  in  business  onlin| 
you'd  better  keep  your  name  and  address  off  your  site  ar 
out  of  the  newspapers.  If  you  hide  your  identity,  howevd 
you  are  likely  to  be  called  a  fly-by-night  operator.  Sta| 
knecht's  own  highly  public  operation  has  cost  him  aroui] 
$70,000  in  legal  expenses,  including  $15,000  to  settle 
action  brought  against  the  Pill  Box  by  the  Missouri  stal 
attorney  general's  office.  "The  assistant  attorney  general  w| 
so  ugly,"  says  Stallknecht.  "I  dream  about  him  often,  and  n| 
in  a  good  way." 

To  make  their  case,  undercover  Missouri  investigators  lij 
on  their  questionnaires  in  the  sting.  A  pregnant  assistant  attq 
ney  general  said  she  was  a  man  and  requested  Propecia, 
antibaldness  drug  that  can  cause  birth  defects  if  handled  by 
pregnant  woman.  In  another  case,  an  investigator  said  s| 
was  a  man  and  ordered  Viagra.  Their  targets  had  no  way  \ 
knowing  the  patients  weren't  who  they  said  they  were.  Th 
was  exactly  the  point. 

States  rely  on  stings  to  bring  charges  against  online  phd 
macies  because  consumers  haven't  themselves  complain^ 
Unlike  many  regulatory  actions,  these  aren't  driven  by  put 
outcry  or  high-profile  tragedies.  There  is  no  public  dema| 
for  a  crackdown,  though  any  story  that  features  both 
Internet  and  Viagra — the  sexiest  topics  of  the  past  couple| 
years — is  bound  to  get  good  media  play. 

Regulatory  stings  tend  to  get  positive  press  in  part  becail 
the  public  debate  idealizes  off-line  medical  practice,  i. 
every  doctor  knows  and  carefully  examines  every  patid 
before  ever  issuing  a  prescription.  In  congressional  testimoj 
an  American  Medical  Association  representative  declared  i 
before  prescribing  a  medication  a  physician  must  perforr 
physical  exam  and  "initiate  additional  interventions  and 
low-up  care." 

Reality  is  a  lot  more  varied.  Even  Sanders  of  the  Illin 
Department  of  Professional  Regulation,  for  instance,  voli 
teers  that  his  doctor — who  has  known  him  for  10  year^ 
often  gives  him  antibiotics  for  sinus  infections  withoi 
checkup.  By  contrast,  Filice,  whose  online  prescribing! 
offended  Illinois  regulators,  told  a  reporter  he'd  never  issu 
prescription  for  an  antibiotic  without  a  physical  exam. 

Reasonable  care  is  a  subtle  concept;  there  isn't  one  b 
way  of  dealing  with  each  and  every  patient.  Defending  Fi 
was  difficult,  says  Chicago  attorney  Gerald  Goldbe 
because  no  doctor  would  step  up  and  testify  to  what  eve 
one  knows:  that  conscientious  physicians  can  and  do  ► 


I  Oder  in  DSL  technologies.  The  world  wants  it  now!  And  Alcatel,  the  world  leader  in  DSL  technologies, 
■  ownload  speeds  the  world  has  been  waiting  for  up  to  200  times  faster  than  traditional  modems.  Alcatel: 
f  ieople  providing  next  generation  solutions  for  network  operators  and  enterprises  in  the  US  and  130  other  countries. 


ALCATEL 


Alcatel  is  here. 


So  even  the  middle  of  nowhere 
can  be  the  hub  of  activity. 


The  idea  of  working  in  an  office  has  just  become  antiquated. 
Now  that  Alcatel  has  delivered  the  full  potential  of  voice-data 
convergence,  ideas  such  as  single-line  Internet  access  to 
e-mail,  voicemail,  fax,  and  PBX  services;  a  single  number  that 
reaches  you  wherever  you  are;  and  complete  teleworker 
integration  are  changing  the  way  people  get  their  work 
done.  As  well  as  where  they  get  it  done.  Alcatel.  Pioneer 
in  enterprise  network  convergence.  www.OmniPCX.com/ads 
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ARCHITECTS    OF    AN    INTERNET    WORLD 


^PHCIAL  SECTION:  POLITICS 


GOV.GOV 


FORGET    ONLINE   VOTING.   THE    INTERNET    IS 


CHANGING  THE  BUSINESS  OF  GOVERNMENT 


BY  DON  TAPSCOTT 


ILLUSTRATION  BY  BRIAN  CRONIN 


TO  PARAPHRASE  PRESIDENT  JOHN  F. 
Kennedy,  we  should  ask  not  what  govern- 
ment can  do  to  help  the  Internet,  but 
rather  what  the  Internet  can  do  to  help 
government. 
Citizens  accustomed  to  one-click  shop- 
ping are  fed  up  with  jumping  through 
multiple  governmental  hoops  such  as  standing  in  line,  filling 
out  duplicate  forms,  and  being  bounced  from  department  to 
department  to  obtain  a  building  permit  or  pay  taxes.  They  see 
remarkable  customer-centric  changes  in  the  private  sector  and 
are  beginning  to  demand  that  government  bureaucracies  be 
equally  user-friendly. 

In  the  private  sector,  the  first  era  of  the  Net  was  brochure- 
ware,  followed  by  companies  trying  to  sell  products  and  ser- 
vices online.  Similarly,  the  first  government  Web  sites  simply 
provided  static  information.  These  were  followed  by  efforts  to 
provide  electronic  delivery  of  existing  government  services.  Now, 
creative  bureaucracies  around  the  world  are  partnering  with 
companies  and  organizations  to  develop  "governance"  webs. 

THE  CITY  OF   LOS  ANGELES: 
THERE  GOES  THE  NEIGHBORHOOD 

Slums  don't  happen  overnight.  Neighborhoods  on  a  down- 
ward spiral  generate  early  warning  signs  years  in  advance:  tax 
delinquency,  unpaid  utility  bills,  mortgage  defaults,  building 
code  violations,  and  tenant  complaints.  Spotted  early  enough, 
a  community's  decay  could  be  reversed  through  a  combina- 
tion of  well-targeted  public  programs  and  private-sector 
investment.  But  although  the  danger  signals  are  all  on  public 
record,  they  are  effectively  inaccessible  to  the  public,  buried 
deep  within  the  bowels  of  city  hall. 

Enter  Neighborhood  Knowledge  Los  Angeles  (NKLA),  a 

collaboration  of  the  municipality  and  UCLA,  with  funding 

from  organizations  such  as  Microsoft  and  the  FannieMae 

lundation.  NKLA  (www.nkla.sppsr.ucla.edu)  knits  together 

municipal  databases  and  inspection  records,  looks  for  indi- 

ators  of  urban  decay,   ind  plots  the  information  on  city 

Web  site.  Now  citizens  and  public  officials 

at  a  glance  which  communities  might  be  headed  for 

developers  can  capitalize  on  this  them- 

i   n  ial  investment  opportunities  such  as  a 
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cluster  of  buildings  in  financial  difficulty.  NKLA  even  h; 
developed  a  code-enforcement  tracking  system  that  enabl 
residents  to  monitor  the  city  of  Los  Angeles'  responses 
housing  code  complaints  and  violations — similar  to  the  w; 
online  customers  can  track  their  FedEx  packages. 

THE  NETHERLANDS: 
WE  THE  PEOPLE 

Often  governments  simply  automate  existing  servic 
and  do  not  use  the  Internet  to  drive  fundamental  reorgar 
zation.  The  Netherlands  has  launched  an  extraordinari 
ambitious  project  to  overhaul  all  levels  of  government  aroui 
one  simple  premise:  Meet  the  needs  of  the  citizen  first,  rath 
than  organize  government  to  meet  its  own  internal  logic 
bureaucratic  efficiency. 

The  program,  known  as  Public  Counter  2000  (www.ol20 
.nl/english/default.htm),  combines  electronic  access  via  "virti 
counters"  with  access  at  physical  counters  staffed  by  pub 
servants.  Once  the  nationwide  network  of  counters  is 
place,  the  plan  is  to  make  these  counters  —  as  the  citizt 
user  interface — the  hub  around  which  all  local,  regional,  a 
national  levels  of  government  will  be  organized.  The  progrs 
has  moved  from  a  trial  phase  of  15  projects  across  80  muni 
palities  to  full-fledged  implementation. 

But  the  project  has  a  number  of  hurdles  to  jump.  The 
include  concerns  about  the  centralization  and  security 
sensitive  information  on  citizens,  the  high  costs  of  technolc 
and  government  reorganization,  the  daunting  task  of  char 
ing  myriad  laws  and  regulations,  and  forcing  departmei 
and  local  municipalities  to  work  together  that  previou 
enjoyed  autonomy. 
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PROVINCE  OF  ONTARIO: 
COURTS   IN  VIRTUAL  SESSION 

Developed  to  streamline  the  justice  system  in  Ontar. 
Canada's  most  populous  province,  the  Integrated  Justice  Pr- 
ect  (www.integratedjustice.gov.on.ca)  aims  to  create  a  sea- 
less,  real-time  sharing  of  information  to  speed  the  crea 
wheels  of  justice  and  prevent  cases  —  and  potentially  danp 
ous  criminals  —  from  falling  between  the  cracks. 

Once  information  is  entered  into  an  electronic  file,  e;p 
participant  in  the  justice  system  can  instantly  access 
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updated  material.  The  system  will  email  those  working  on  a 
case  about  key  events  and  use  electronic  scheduling  software 
to  determine  court  sessions.  An  electronic  file  will  be  created 
for  offenders,  including  a  digital  mug  shot.  Instead  of  type- 
written transcripts,  court  proceedings  will  be  recorded  digi- 
tally and  accessed  electronically. 

The  project  is  to  be  up  and  running  by  the  end  of  next 
year.  Private  partners  EDS  Systemhouse,  DMR  Consulting 
Group,  KPMG  LP,  and  Teranet  Land  Information  Systems  are 
so  confident  of  the  system's  success  that  they  are  shouldering 
the  lion's  share  of  the  cost  of  the  project — to  be  repaid  from 
government  savings  at  a  later  date. 

Human  errors  in  inputting  data  could  be  a  concern.  In  addi- 
tion, while  job  loss  is  arguably  transitional,  as  public-sector  jobs 
are  replaced  by  private-sector  jobs,  public-sector  labor  unions 
such  as  OPSEU  (Ontario  Public  Service  Employees  Union)  are 
certain  to  object  to  the  replacement  of  court  reporters  and  other 
justice  staff  with  electronic  systems.  Once  fully  implemented, 
the  project  will  eliminate  approximately  2,500  such  jobs. 

STATE  OF  COLORADO: 
AND  THE   BID  GOES  TO... 

In  the  private  sector,  companies  such  as  Ariba  and  eBay 
exemplify  the  power  of  online  marketplaces,  and  govern- 
ments are  following  the  lead.  They  are  using  online  procure- 
ment to  reduce  transaction  costs,  improve  bargaining  power, 
and  reduce  cycle  times.  They  also  are  discovering  that  con- 
ducting transactions  online  yields  increased  transparency  and 
accessibility  to  all  market  participants. 

The  State  of  Colorado  Bid  Information  and  Distribution 
System  (BIDS)  (www.gssa.state.co.us)  allows  any  government 
department,  university,  or  hospital  within  the  state  to 
post  requests  for  goods  and  services.  A  powerful  BIDS  feature 
allows  users  to  communicate,  collaborate,  and  create  joint 
ventures — an  innovation  that  previously  wasn't  practical. 

SINGAPORE: 

FORCING   ITS  CITIZENS  ONLINE 

Singapore  ONE  (One  Network  for  Everyone)  is  a  technology 
infrastructure  project  designed  to  create  the  world's  first 
national  broadband  network.  This  distributive  network 
(www.s-one.gov.sg/mainmenu.html)  is  being  used  to  deliver 
multimedia  applications  in  four  key  areas:  government  ser- 
vices, e-commerce,  digital  education,  and  home  entertainment. 
The  Singaporean  government  has  invested  $300  million  in 
infrastructure,  as  well  as  in  fiscal  and  financial  programs  for 
Singapore  ONE  business  partners.  Usage  and  connectivity 
have  grown  quickly  as  more  private  companies  have  begun  to 
sign  up  to  deliver  service  and  applications.  In  1999,  one  in  six 
citizens  was  hooked  up  to  the  system,  and  more  than  200 
companies  were  delivering  services. 

Today,  citizens  do  most  of  their  government  transactions 

through  Singapore's  e-Citizen  Centre  (www.ecitizen.gov.sg), 

including  paying  taxes  and  obtaining  passports.  Individuals 

ime  access  can  go  to  community  centers,  libraries, 

sks,  where  they  can  access  the  Internet  for 

I  itizens  wanting  to  access  services  off-line 

ite      I)   forcing  its  citizens  online, 

ively  de\  a  nation  of  e-citizens. 


AUSTRALIA: 

GETTING   FARMERS  TO   NETWORK 

Participation  in  the  digital  economy  is  especially  difficult  fo 
Australian  farmers  scattered  across  the  vast  outback.  Bu 
keeping  these  farmers  competitive  is  a  national  priority,  sine 
the  output  of  Australia's  rural  communities  accounts  fo 
nearly  20%  of  Australian  exports. 

Government  agencies  have  partnered  with  farm  group 
and  community  members  to  make  the  Internet  mor 
widely  available  than  if  development  were  left  strictly  to  th 
private  sector.  The  result?  The  Farmwide  Regional  Acces 
Network  program  (www.farmwide.com.au/projects)  now  ha. 
more  than  20%  of  farmers  online,  compared  to  only  \°\ 
when  the  program  began  three  years  ago. 

The  country's  largest  farming  group  has  created 
Farmwide  Community  portal.  This  Web  site  aggregates  | 
broad  array  of  information  vital  to  farming  enterprises,  sucl 
as  the  latest  on  commodity  markets,  weather,  farmin 
machinery  and  other  agricultural  inputs,  and  internationJ 
and  local  farming  news.  Farmers  are  taking  advantage  <J 
online  trading  and  e-commerce  to  purchase  agricultural  matl 
rials  and  access  new  markets. 

These  are  still  early  days  in  e-government,  but  the  lan| 
scape  is  changing  daily.  As  governments  leverage  the  power  J 
the  Internet,  they  are  discovering  that  the  process  of  transfol 
mation  doesn't  stop  at  government  services.  We  are  at  til 
cusp  of  an  era  of  profound  change  not  simply  in  how  goverj 
ment  works  but  in  what  government  is  all  about. 


Don  Tapscott  is  author  of  The  Digital  Economy  and  Digit 
Capital.  He  is  directing  a  global  program  called  "Governan, 
in  the  Digital  Economy." 


STARTUPS  IN  THE  GAME  TO  TRIM  BUREAUCR/ 

IVIany  government  sites  still  offer  strictly  one-way  communicatior| 
with  few  transactions  and  little  give  and  take.  In  other  words,  they  I 
far  short  of  expectations. 

Enter  new  private  startups,  such  as  Ezgov.com  and  GovWorks.comJ 
the  rescue.  These  sites  offer  governments  new  partnership  opportunit 
or  aggressively  assert  themselves  in  a  space  in  which  governments  hq 
never  faced  real  competition. 

GovWorks.com,  which  raised  more  than  $18  million  in  its  sec 
round  of  financing  last  October,  allows  citizens  and  businesses  to 
tickets,  bills,  or  taxes  online,  look  for  government  jobs,  and  eventt^ 
participate  in  government  auctions  through  its  site. 

Ezgov.com  wants  to  be  both  a  government  portal -providing  infon 
tion  about  elected  representatives  and  political  issues -and  a  service  | 
fulfilling  governmental  transactions,  such  as  registering  cars  or  pa 
taxes.  The  company  relies  on  economies  of  scale  and  technical  knrj 
how  to  be  a  value-added  intermediary  in  the  delivery  of  governm^ 
services.  Its  government  clients  include  Georgia's  DeKalb  County  | 
Riverside  County,  California. 

Both  companies  charge  users  a  convenience  fee  of  $1  to  $10 
transaction.  They  also  generate  revenue  through  banner  advertisemerj 
GovWorks.com  allows  users  to  earn  reward  points  at  affiliated  mercha 
and  apply  them  to  government  payments.  DON  TAPS1 
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^  We  thought  it  was  time  that  every  company  had  access  to  a  great 

N0RTEL  communications  network.  So  we've  joined  forces  with  Nortel  Networks. 

'*». networks         Together,  we've  designed  network  solutions  that  give  any  size  company 

the  communications  power  of  a  corporate  giant.  You  get  Internet  access 
up  to  100  times  faster  than  a  dial-up  connection.  Enough  bandwidth 
for  full-motion  videoconferencing.  And  high-quality  local  and  long 

distance  phone  service.  All  courtesy  of  our  small  antenna  on  the  ^l^|"^i  **.   *A 

roof  of  your  office  building.  Get  to  know  Teligent.  And  get  connected  ICllgClll 

to  a  real  network.  For  more  information,  visit  www.teligent.com.  The  smart  way  to  communicate 


Teligent 

The  Smart  Way  To  Communicate 


©2000  Teligent.  Inc.  Teligent.  SmartWave  and  The  Smart  Way  To  Communicate  are  exclusive  trademarks  of  Teligent.  Inc. 
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THE  INTERNET  MAY   BE 


THE  DEATH  OF  THE  NATION 


BY  WILLIAM  H.  DAVIDOW 


ILLUSTRATION  BY  BRIAN  CRONIN 


V  MPOWERED   BY  TECHNOLOGY,  Special 

M^^^J         interest  groups,  multinational  corpo- 

^^m ^^^         rations,  and  many  other  institutions 
■J  ■        are  usurping  government's  traditional 

m.  m  role.  Many  systems  on  which  govern- 

^^^^^^^M  ment  is  vitally  dependent,  such  as 

taxes,  will  be  undermined. 
In  the  past,  governments  have  responded  to  such 
illenges  by  passing  new  laws  to  preserve  existing  sys- 
is.  This  approach  won't  work  today  because  infor- 
tion  technology  is  empowering  new  institutions  and 
iniques  that  circumvent  the  system.  For  governments 
remain  effective,  they  must  modify  their  traditional 
ictures.  Some  examples  will  illustrate  the  point: 

ICIAL  INTERESTS 

al  communities  are  fundamental  to  a  democratic 
ety.  Anything  that  alters  their  nature  will  have  pro- 
id  effects.  Consider  local  ethnic  and  religious  com- 
lities  as  they  exist  today.  In  many  cases  they  make  up 
'  a  small  percentage  of  a  locale's  inhabitants.  When 
act  to  further  their  own  interests  at  the  expense  of 
:rs,  they  are  subject  to  a  great  deal  of  pressure  as 
hbors  and  other  groups  push  back, 
national  or  international  special-interest  group  is 
different  from  a  local  group  supporting  the  same 
Five  percent  of  a  local  population  may  be  a  few 
tsand  people.  Five  percent  of  the  United  States  is 
5  than  12  million.  An  organized  virtual  community 
collects  dues  from  millions  of  members  and  aggres- 
y  pursues  a  special-interest  agenda  is  a  very  potent 
Such  a  virtual  community  is  substantially  less  sen- 
j  to  the  interests  and  feelings  of  others, 
took  years  to  build  the  NRA  and  AARP  by  means  of 
nformation-age  procedures.  These  organizations 
subject  to  constraints  of  the  physical  world,  such 
nding  mail,  holding  conferences,  and  maintaining 
chapters  in  reaUtowns  and  cities.  Freed  from  many 


of  these  constraints  by  technology,  special-interest  groups 
will  become  larger,  more  numerous,  and  more  reactive, 
and  they  will  achieve  critical  mass  sooner. 

One  way  to  confront  this  problem  is  to  return  more 
political  authority  to  smaller  jurisdictions.  This  would 
force  virtual  special-interest  groups  to  be  subject  to  local 
pressures.  For  example,  the  federal  government  could 
consider  letting  the  states  control  all  gun  regulation  and 
agricultural  subsidies.  It  could  look  at  getting  out  of 
the  education  business  entirely,  letting  states  and  local 
school  districts  set  the  agenda.  This  would  dramatically 
curb  the  ability  of  virtual  political,  religious,  and  labor 
organizations  to  influence  the  educational  agenda. 

MULTINATIONAL  CLOUT 

Multinational  corporations  would  be  impossible  in  a 
world  where  information  transactions  were  physically 
constrained  and  expensive.  IT  has  given  multinationals 
the  power  to  control  activities  located  around  the  world. 

Even  when  such  technology  consisted  mainly  of  the 
telephone  and  simple  data  networks,  it  made  multina- 
tional corporations  difficult  for  governments  to  control. 
They  could  minimize  taxes  by  tying  profits  to  geographic 
locales  that  provide  favorable  treatment.  When  regula- 
tions increased  costs,  they  could  move  production.  Now, 
the  advent  of  PCs  and  the  Internet  has  enhanced  these 
capabilities  incalculably. 

Not  long  ago,  governments  felt  they  could  control 
their  national  economies  by,  for  example,  devaluing  cur- 
rency to  increase  exports  and  jobs.  Today,  much  of  that 
power  has  been  taken  over  by  multinationals.  Through  the 
skillful  use  of  IT,  multinationals  have  become  increasingly 
independent  of  government — and,  in  fact,  have  them- 
selves become  a  form  of  government.  Half  the  world's 
hundred  largest  "economies"  are  not  nations  but  compa- 
nies. They  have  the  ability  to  decide  where  the  jobs  will 
be,  and  who  exports  and  who  imports.  They  determine 
the  trade  balance  in  industry  segments  they  control. 
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Governments  have  lost  the  absolute  power  they  formerly 
had  over  corporate  activity.  Groups  of  states  that  wish  to 
manage  the  situation  should  consider  signing  agreements  with 
multinational  corporate  governments,  just  as  they  sign  treaties 
with  traditional  nation-states.  The  ordinary  regime  of  national 
laws  and  regulations  will  no  longer  be  very  effective.  IT  will 
provide  too  many  ways  to  escape  local  controls. 

TAX  BYTES 

Government  power  is  derived  from  its  ability  to  tax.  One  of 
the  fundamental  requirements  for  a  government's  taxing 
power  is  knowledge  of  where  money  is  earned,  where  a  trans- 
action takes  place,  and  where  value  is  added.  A  second 
requirement  is  the  ability  to  exert  authority  over  the  activities 
in  those  locations.  Finally,  governments  either  must  trust  tax- 
payers to  comply  with  the  system  or  have  methods  of  deter- 
mining when  taxable  events  occur. 

IT  undermines  each  of  these  preconditions.  Suppose  a  U.S. 
customer  orders  a  product  from  a  Caribbean  company  with  a 
Mexican  factory  and  uses  funds  in  an  offshore  bank  to  pay  for 
the  purchase.  With  a  little  bit  of  financial  engineering,  this 
transaction  becomes  impossible  to  tax.  It  is  difficult  to  deter- 
mine where  the  transaction  took  place  or  if  a  product  was 
ordered  at  all.  As  corporations  have  become  more  far-flung 
and  communications  more  sophisticated,  the  scope  of  such 
transactions  has  expanded  by  many  orders  of  magnitude. 

The  least  vulnerable  portion  of  the  tax  base  is  the  part  that 
generates  large  amounts  of  income  for  subnational  entities: 
states,  counties,  and  cities.  The  easiest  taxes  to  collect  are 
those  based  on  activities  of  consumers  that  must  take  place 
locally.  Gasoline  must  be  delivered  and  sold  locally;  water  and 
electricity  have  to  go  to  actual  businesses  and  homes.  It  would 
be  difficult  to  avoid  taxes  on  real  estate,  food,  transportation, 
entertainment,  hotel  rooms,  legal  advice,  and  health  care. 

Government  should  now  consider  deliberately  shifting  the 
tax  base  to  the  consumer,  designing  rebate  systems  to  make 
such  taxes  less  regressive.  Dealing  with  this  problem  only  after 
corporations  and  others  have  fled  the  tax  base  by  both  legal 
and  illegal  means  will  make  confronting  it  all  the  more  difficult. 

We  can  allow  civilization  to  accommodate  itself  willy-nilly 
to  the  evolutionary  dictates  of  IT,  as  determined  by  the  expe- 
diency of  the  market,  or  we  can  attempt  to  find  policies  that 
will  influence  it  to  move  in  more  beneficial  directions.  My 
suggestions — delegating  more  control  to  local  jurisdictions, 
signing  agreements  with  multinational  corporations,  and 
shifting  the  tax  burden  to  a  less  vulnerable  base — all  deal  with 
modifying  the  social  infrastructure,  not  regulating  IT  itself. 

Many  institutions  will  simply  not  survive  the  information 
revolution.  Frankly,  governments  will  be  among  the  groups 
least  effective  in  coping  with  change.  They  will  try  to  preserve 
the  starus  quo  by  passing  laws  to  buttress  it.  The  winners  in  a 
civilization  remade  around  computers  and  the  Internet  will  not 
be  those-  who  attempt  to  contain  the  technology.  The  winners 
will  he  those  who  invent  new  structures  of  government,  busi- 
ind  society  in  which  technology  is  embedded.  ■ 
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A  64    sometimes  issue  prescriptions  based  solely  on  the  son 
of  information  that  online  questionnaires  provide. 

"It's  going  to  take  some  credible  people  to  come  forwarc 
and  start  small  and  show  the  regulators  that  in  some  thing; 
it's  OK,"  says  Goldberg.  That's  a  tough  order,  since  regulator: 
can  put  such  dissidents  out  of  business  with  heavy  fines  anc 
license  revocation. 

Some  online  pharmacies  are  trying  safety  in  numbers 
banding  together  in  a  trade  association.  The  Online  Phar 
maceutical  Providers  Association  (OPPA)  seeks  to  defend  thi 
industry  against  legal  attacks  and  to  develop  and  enforce  ; 
code  of  conduct  and  standardized  forms  for  member  sitesi 
But  OPPA  wouldn't  tell  me  its  members'  names,  even  ofi 
the  record.  For  online  pharmacies,  going  public  is  "likj 
Chechen  rebels  sticking  their  heads  out  in  Grozny — they  arf 
going  to  get  blown  away  by  the  Russians,"  says  Dr.  Williarl 
Feinstein,  the  New  York  City  pharmaceutical  consultant 
organizing  the  group.  It's  hard  to  plead  your  case  if  you'rl 
in  hiding. 

Which  brings  us  back  to  the  down-home  pharmacy  in  Sal 
Antonio.  ThePillBox.com  no  longer  uses  Web  questionnaire! 
because  the  Texas  Board  of  Medical  Examiners  banned  thl| 
practice  for  Texas  doctors  in  December.  But  Stallknecht  is  stil 
fighting.  Despite  his  mild-mannered  appearance,  he  is  indee 
a  radical — a  Libertarian  Party  activist  who  until  recentl 
tried  to  keep  his  business  and  politics  separate.  Stallknec! 
strives  to  adhere  to  the  letter  of  the  law,  but  he  pushes  it  as  h 
as  he  can  in  the  direction  of  consumer  freedom.  He  doesr\ 
even  believe  in  legally  enforced  prescriptions. 

"Tagamet,  Pepcid,  Zantac,  Coricidin,  Afrin — all  of  the! 
were  prescription  drugs,"  he  says.  "Then  they  went  over-th 
counter,  and  all  they  had  on  [the  package]  was  a  sheet  th; 
told  you  the  dangers.  So  why  did  they  become  safe  one  da  * 
when  they  were  dangerous  the  day  before?  And  why  wei. 
you  stupid  one  day,  to  have  to  have  somebody  lead  yctt 
through  this,  and  all  you  have  to  do  the  next  day  is  read  tA 
paper?"  He  believes  the  drugs  he  offers  with  Web  questiof 
naires  will  eventually  be  sold  without  prescriptions  anywal 
In  the  meantime,  the  online  questionnaires  offer  patients 
more  convenient,  less  intrusive  way  of  providing  the  nece 
sary  information  to  a  physician. 

Stallknecht  has  filed  suit  in  federal  court  to  overturn 
souri's  requirement  that  out-of-state  pharmacists  get  Missou 
licenses  before  they  can  ship  prescriptions  there.  It's  a  lc 
shot  constitutional  challenge,  but  simply  by  fighting  back 
public,  Stallknecht  is  changing  the  regulatory  dynamic. 

The  Internet  may  enable  new  ways  of  doing  business, 
technology  alone  cannot  protect  online  enterprises  fro 
police  raids  and  court  orders — at  least  not  without  destro 
ing  the  aboveboard  practices  and  information  that  proti 
consumers  from  truly  sleazy  operators.  Internet  freedo 
requires  not  only  technological  innovators  but  stubbor 
unapologetic  activists.  Time  will  tell  whether  Stallknecht  f 
the  sophistication  or  the  resources  to  counter  the  attacks 
this  new  industry.  But  he  certainly  has  the  conviction. 

Virginia  Postrel  (vpostrel@reason.com)  is  editor-at-l 
of  Reason  magazine,  a  columnist  for  The  New  York  Til 
and  author  of The  Future  and  Its  Enemies. 
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WHO  WELCOMES  CONSUMERS  FROM  THE  WEB  TO  YOUR  RERL-WORLD  STORES? 

Less  than  10%  of  all  retail  business  is  done  on  the  Web*  because  most  people  browse  for  information, 
not  to  buy.  Vicinity® can  lead  those  surfers  to  your  real-world  shops,  where  you  can  close  the  sale.  We 
do  it  for  over  300  brands  like  Nike,  Starbucks  and  Nordstrom.  Turning  Web  Traffic  Into  Store  Traffic." 
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W  'eportment  of  Commerce.  ©2000  Vicinity  Corporotion.  fill  tights  reserved.  Vicinity,  and  the  Vicinity  logo  are  registered  trademarks  of  Vicinity  Corporation.  Turning  Web  Traffic  Into  Store  Troffic 
Hiark  of  Vicinity  Corporotion.  fill  other  company  names  ore  registered  trodemorks  of  their  respective  owners 
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All  you  want  is  a  simple  solution  that  wo. 
At  Ricoh,  we  look  at  your  needs 
and  come  up  with  a  networked  printing  solution 
that  puts  you  at  the  top  of  your  game. 
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We're  in  your  corner. 
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If  I  had  my  own 
instant  replay  button  I 
do  believe  my  wife 
would  go  completely 

insane. 


You  won't  believe  what  you  can  do  with  ReplayTV.  It's  not  a  VCR,  it's  a  digital  televi: 
recorder,  so  you  can  actually  pause  live  television,  and  do  your  own  live  instant  rep 
It  also  has  a  search  engine,  so  you  can  punch  in  a  keyword,  say  "Golf,"  and  it  will  find  and  re 
any  golf  program  that  comes  on  —  all  without  videotape.  Or  you  can  just  punch  in  the  ni 
of  your  favorite  show  and  let  ReplayTV  find  it  and  store  every  episode,  so  you'll  never  mi 
again.  If  you  had  ReplayTV,  what  would  you  do?  Call  us  at  877-replaytv  or  visit  www.replaytv. 

(  r  )  replay  some  televisions  have  all  the  i 
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Available  at  Best  Buy,  Circuit  City  and  The 
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ter   being    hammered    by   Y2K, 
terprise   software   giants 
jst  adapt  to   Internet-based 
imputing  —  or   die 
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THE  REVOLUTION  IS  ABOUT 
co  eat  one  of  its  own.  ERP 
heavyweights  such  as  Oracle, 
PeopleSoft,  and  SAP  have  thrived  by 
streamlining  the  network,  i.e.,  connect- 
ing those  complicated  back-office  func- 
tions like  accounting,  human  resources, 
and  payroll.  But  now  the  mother  of 
all  networks — the  Internet — could  well 
be  their  demise.  In  what  is  quickly 
emerging  as  a  new  computing  paradigm, 
the  application  service  provider  (ASP) 
model  "has  the  potential  to  turn  the 
whole  software  industry  on  its  head," 
says  Norvin  Leong,  an  analyst  at  Jupiter 
Communications. 

Under  this  new  ASP  model,  corporate 
consumers  will  no  longer  turn  to  ERP 
(enterprise  resource  planning)  companies 
to  purchase  software  under  multiyear, 
multimillion-dollar  contracts.  Gone  will 
be  the  huge,  quarter-making  deals  closed 
by  Porsche-driving  salespeople  that  gave 
the  ERPs  double-digit,  top-line  revenue 
growth  and  created  a  corporate  culture 
built  around  selling  software.  Instead, 
the  corporate  consumer  will  turn  to  a  new  type  of  com- 
pany that  will  "rent"  applications  via  the  Internet  on 
a  monthly  or  per-transaction  basis.  (Already  there  are 
more  than  300  of  these  ASPs;  some  are  pure  ASP  startups 
like  Asera  and  Breakaway  Solutions,  while  others  are 
divisions  within  industry  stalwarts  like  AT&T  and  EDS.) 
By  2003,  when  the  software  market  will  grow  to  some 
$20.6  billion,  Forrester  Research  predicts  that  almost 
25%  of  these  revenues  will  go  to  ASPs. 

Why  would  a  corporation  change  the  way  it  uses  and 


buys  software?  Because  by  renting  software  applications 
from  ASPs,  corporations  benefit  from  lower  up-front  costs 
and  cheaper  support,  and  they  are  spared  the  expense  of 
costly  server  hardware.  (For  more  on  how  ASPs  work,  see 
sidebar,  page  82.)  In  short,  an  Internet  connection  and  a 
browser  may  soon  be  the  only  tools  necessary  to  power  a 
corporation's  computer  operations.  Taken  to  a  logical 
extreme,  the  ASP  model  reduces  software  applications  to 
the  equivalent  of  electricity.  Most  people  don't  care  which 
company  supplies  their  electricity — as  long  as  the  juice 
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can  power  the  lights,  a  dishwasher,  and  several  televisions. 
Flick  the  switch  and  it  works. 

Where  does  this  future  leave  the  software  giants?  Once  at 
the  very  heart  of  the  high  tech  revolution,  these  companies 
could  be  shoved  into  the  background,  reduced  to  the  role  of 
being  mere  suppliers  of  applications  to  the  ASPs,  who,  in  turn, 
deliver  the  applications  to  customers.  At  the  very  least,  this 
shift  signals  the  end  of  client-server-based  computing,  which 
had  replaced  mainframe-based  computing  in  the  1980s. 

Of  course,  no  one  thinks  the  big  ERPs  are  going  to  go 
quietly  into  the  night.  And  they  aren't.  Aside  from  rewriting 
their  complex  client-server-based  applications  for  the  ASP 
model,  software  companies  are  aggressively  striking  part- 
nerships with  ASPs  such  as  USinternetworking,  Corio,  and 
Xpedior,  and  in  some  cases,  launching  their  own  ASP  divisions. 
Oracle,  often  lambasted  for  being  an  early  bird  to  technologi- 
cal transformations  (remember  the  famous  Network  Computer?), 
is  the  best  positioned  of  the  large  software  companies  to  adapt 
to  the  ASP  model.  Why?  Ironically,  because  the  ASP  model,  with 
its  reliance  on  server-based  applications,  is  a  natural  extension 
of  that  beleaguered  Network-Computer  concept.  It's  the  same 
idea  pushed  onto  the  Internet,  says  Tim  Chou,  president  of  Oracle 
Business  OnLine.  "It  was  about  three  years  ago,  with  the  Network 
Computer,  that  Larry  [Ellison)  saw  that  the  model  of  comput- 
ing was  going  to  switch  away  from  client-server,"  Chou  says. 


To  make  this  transition,  Oracle  embarked  on  making  i 
applications  Internet  capable  but  also  integrating  them  in 
a  suite  of  ASP-ready  offerings.  Now  available,  Oracle  Hi 
Oracle's  ASP-ready  application  suite,  combining  both  custom 
relationship  management  (CRM)  and  ERP  functionality 
better  deliver  a  unified  computing  system  throughout 
enterprise.  Oracle  Hi  is  the  flagship  offering  of  Orac 
Business  OnLine,  which,  according  to  Chou,  already  has 
customers,  primarily  midsize  and  small  businesses. 

In  March,  SAP  followed  suit,  formally  announcing  that 
was  bundling  its  ASP  offerings  into  mySAP.com  (for  more 
SAP,  see  Q&A  sidebar  below).  A  few  days  later,  PeopleSc 
entered  the  fray,  unveiling  its  ASP  offering,  eCenter.  Li 
Oracle,  the  ASP  efforts  of  these  companies  have  been  slow 
coming  and  involved  a  massive  reengineering  of  their  applk 
tion  code.  But,  says  Deepak  Gupta,  vice  president  and  gene 
manager  of  PeopleSoft  eCenter,  the  software  reengineerij 
was  a  change  that  PeopleSoft  and  its  competitors  had  to  I 
to  accommodate  the  change  from  client-server  computing  • 
Internet-based  computing  desired  by  their  customers.  1 
needed  to  happen  regardless  of  the  coming  of  ASP,"  Gupta  sa  I 
"We're  seeing  that  about  60%  of  our  middle-market  custom  I 
are  asking  for  applications  via  ASP." 

But  are  these  software  monoliths  really  delivering  on  tl 
full  promise  of  the  ASP  model?  No,  says  Stacie  McCullougr  I 
senior  analyst  at  Forrester  Research.  In  many  ways,  wl 


SAP  meets  ASP 
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In  what  is  far  more  than  a  battle 
of  acronyms,  the  world's  largest  ERP 
vendor  is  turning  toward  ASP.  Led 
by  CEO  Hasso  Planner.  $100  billion 
German  software  giant  SAP  recog- 
nizes that  the  Internet,  whether 
through  ASPs  (application  service 
providers,  see  sidebar  on  page  82) 
or  intracompany  Web-based  com- 
puting, holds  the  most  promise 
for  a  unified,  front-  to  back-office 
computing  system.  ERP  (enterprise 
resource  planning)  software  handles 
everything  from  human  resources  to 
accounting  and  can  be  extremely 
expensive  to  install.  If  SAP  is  to 
prosper,  it  must  turn  its  essentially 
packaged  software  business,  which 
is  run  on  corporate  servers  by  large 
IT  departments,  into  something  that 
is  cheaper  and  easier  to  access  and 
maintain  ovei  the  Web. 
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Y2K.  But  in  '99.  we  had  a  change 
in  the  industry.  All  of  a  sudden — 
earlier  than  expected — the  Internet 
not  only  became  the  talking  point  but 
the  investment  point  of  the  industry. 
ASAP:  What  has  changed  at 
SAP  to  convince  customers  and 
investors  that  the  company  under- 
stands the  importance  of  Internet- 
based  computing? 
PLATTNER:  From  September 
[1999]  on,  we've  shown  SAP  soft- 
ware as  being  Internet  software. 
That  means  all  SAP  software  has 
to  be  presented  as  running  over 
the  Internet  [to  customers] 
ASAP:  How  has  this  new  mes- 
sage been  received? 
PLATTNER:  In  our  boardroom — 
for  the  first  time  since  I've  been  in 
this  business — board  members 
and  CEOs  of  world  companies 
now  listen  for  more  than  two 
hours.  Before,  they  were  not  Us- 
ing after  20  minutes.  Obviously, 
we've  made  a  huge  step  forward. 
■  SAP:  Will  SAP  applications, 
which  are  often  customized  by  your 


customers,  have  to  be  scaled  down 
for  use  under  the  ASP  model? 
PLATTNER:  Actually,  we  never 
want  to  have  people  customize  as 
much  as  they  want.  [Laughter]  We 
were  always  hoping  that  the  mar- 
ket would  learn  to  take  the  soft- 
ware as  it  is  and  live  with  some 
shortcomings.  It  is  more  cost-effec- 
tive than  to  modify  it.  Through  [the 
ASP  model]  the  software  isn't  differ- 
ent. The  functionality  is  the  same. 
ASAP:  So  could  all  companies 
use  SAP  software  from  an  ASP? 
PLATTNER:  Companies  who  can 
really  live  without  modifications 
can  use  ASP-hosted  software. 
Small  companies. 
ASAP:  Will  customers  accept  the 
idea  that  their  business  processes 
are  not  so  unique  as  to  need  cus- 
tomized software? 
PLATTNER:  That  the  larger  com- 
panies will  give  up  on  their  having 
their  own  processes,  I  don't  believe 
it  will  happen  in  the  next  five  years. 
And  this  is  the  blockage  for  ASP. 
ASAP:  What  changes  have  you 


made  to  SAP  applications? 
PLATTNER:  For  the  Interne 
had  to  change  the  look  and 
for  all  our  software.  We  did  thi 
one  and  a  half  years.  We  chan 
everything,  all  the  software, 
customers  do  not  believe  what : 
see.  They  think  it's  a  comple 
different  software  because  it  k 
different  when  you  use  the  si 
ware  through  a  portal. 
ASAP:  If  the  ASP  model  d* 
take  off,  would  SAP  stop  sel| 
software  and  rent  it  instead? 
PLATTNER:  We  offer  softvl 
already  on  a  rental  basis, 
people  come  and  say,  "The  re< 
basis  is  too  expensive,"  bee; 
in  the  end,  it  is  more  expems 
The  break-even  point  is  alvl 
between  three  and  four  years 
ASAP:  Will  SAP  lose  conti 
customer  relationships 
third-party  ASP  model? 
PLATTNER:  Not  as  much.  I 
it's  still  an  intimate  relation 
whether  it's  hosted  or  not. 
BLAISE 
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Because  in  cyberspace  no 
one  can  hear  your  customers  scream. 
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When  online  customers  are  unhappy,  they  don't  always  tell  you 
'hey  just  click  away  to  a  competitor.  Online  retailers  know 
customer  retention  is  critical  to  profitability,  so  you  need  a 
way  to  reliably  manage  your  customer's  experience. 
"hat's  where  outsourcing  your  customer  care  to 
i'SKY  can  make  all  the  difference. 


*m°*. 


i'SKY  is  a  complete  multi-channel  customer  care  service. 
\t  i'SKY  we  provide  highly  trained,  highly  motivated 
:ustomer  care  associates  who  work  with  your  customers  in 
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real  time,  through  voice  over  IR  online  text  chat,  online  shared 
data  forms,  as  well  as  telephone  and  e-mail.  This  individual 
attention  and  rapid  response  capability  helps  build 
customer  loyalty... and  profits. 


With  over  1 5  years'  experience,  i'SKY  is  the  undisputed 
expert  in  customer  care.  Don't  let  your  customers 
click  away  —  keep  them  connected  with  i'SKY. 
Contact  i'SKY  by  phone  800-351-5055,  ext.  6236, 
e-mail  customercare@isky.com  or  on  the  Web  at  www.isky.com. 
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Real-Time  Customer  Cares 


ASPs 

companies  like  Oracle, 
PeopleSoft,  SAP,  JD  Edwards, 
and  Siebel  call  an  ASP  offering 
is  nothing  more  than  a  tra- 
ditional software  deal,  in 
which  the  customer  pur- 
chases a  license  for  a  three- 
year  period  and  then  hires  an 
ASP  or  the  vendor  itself  to 
manage  and  support  the 
applications  on  a  back-end 
Internet  server.  "All  they're 
doing  is  taking  the  license 
price  and  dividing  it  by  the 
number  of  months"  that  a 
customer  will  want  the  software,  says  McCullough,  adding, 
"It's  totally  the  wrong  strategy." 

PeopleSoft  even  admits  that  the  business  model  for  its 
eCenter  offering  is  more  of  a  financing  arrangement. 
"Customers  can  either  buy  the  license  up  front,  or  they  can 
finance  the  purchase  on  a  monthly  basis,"  Gupta  says. 
"There's  too  much  talk  about  renting."  And  PeopleSoft  is  not 
alone  in  this  practice.  Oracle,  Siebel,  and  JD  Edwards  use 


the  same  pricing  strategies 
"It's  still  too  early  to  give  u{ 
the  100%  up-front  licensinj 
model,"  says  Douglas  Mas 
singill,  CEO  of  JD  Edwards. 
These  companies'  tenta 
tive  embrace  of  the  ASP  mode 
can  be  attributed,  at  leas 
in  part,  to  their  fears  o 
disrupting  their  current  rev 
enue  streams.  Who  can  blam 
them?  One  of  the  toughes 
acts  any  company  mus 
perform  when  faced  with 
disruptive  technology  is  car 
nibalizing  its  own  revenue  source.  If  the  ERP  players  were  t 
immediately  switch  to  an  ASP  model,  they  would  have  to  take 
hit  to  their  top  line  and  then  watch  as  the  public  markets  sen 
their  stock  price  into  the  doghouse. 

It's  not  just  an  issue  of  pricing  and  revenue  but  also  c 
selection:  The  pure-play  ASPs,  such  as  Corio  and  USinterne 
working,  are  not  tied  to  a  certain  suite  of  products.  Th 
offer  a  full  range  of  applications  from  a  number  of  differer 


How  ASPs  Work 


With  all  the  hype  surrounding  the 
burgeoning  application  service  pro- 
vider (ASP)  market,  you  would  think 
the  concept  of  renting  out  applica- 
tions was  new.  It's  not. 

Back  in  the  1960s,  when  the 
venerable  mainframe  was  at  the 
center  of  the  computing  world,  ASPs 
were  called  service  bureaus,  and 
they  did  things  like  outsource  pay- 
roll functions  for  large  companies 
such  as  Automated  Data  Processing. 
But  with  the  advent  of  the  Internet, 
service  bureaus  have  gone  main- 
stream, and  the  new  name  is  ASP. 

The  software  and  hardware 
industries  have  jumped  on  the  ASP 
bandwagon  with  force,  with  mem- 
bership in  the  fledgling  ASP  Consor- 
tium ballooning  from  25  to  more 
than  400  in  under  a  year.  Interna- 
tional Data  Corp.  predicts  that  the 
market  will  top  $7.8  billion  in  four 
years.  Given  all  the  excitement  in 
tech  circles,  it's  not  surprising  that 
companies  are  scrambling  to  rede- 
as  ASPs.  But  getting 
•  lund  how  exactly  an 
:  hit  trickier. 
e  an 
hosts, 
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manages,  and  rents  an  applica- 
tion from  a  central  location.  Today, 
most  people  buy  prepackaged,  or 
off-the-shelf,  software,  load  it  onto 
their  hard  drives,  and  manage  the 
applications  themselves.  If  an 
application  doesn't  work  properly 
and  you  need  technical  assistance, 
you  have  to  pick  up  the  phone  and 
try  to  talk  your  way  through  the 
problem  with  a  support  person 
because  the  software  is  sitting  on 
your  computer,  on  your  desk.  We 
all  know  how  well  that  works 

In  the  ASP  model,  the  applica- 
tion, and  most  of  the  hardware,  is 
being  managed  and  maintained  by 
an  ASP,  whose  physical  location  is 
irrelevant.  You  simply  access  the 
software  you  need,  when  you  need 
it,  over  the  Internet  and  get  charged 
accordingly  The  model  is  a  lot  like 
that  of  an  Internet  service  provider, 
or  ISP,  except  that  instead  of  pro- 
viding access  to  the  Internet,  an 
ASP  provides  tools  for  you  once 
there,  such  as  spreadsheets,  email, 
or  word  processing,  or  for  corporate 
customers,  applications  such  as 
accounting,  supply-chain  planning, 
and  customer  relationship  manage- 


ment. An  ASP  moves  the  complex- 
ity of  computers  away  from  the 
end  user  and  centralizes  it  at  a 
facility  specially  equipped  and 
staffed  for  the  task. 

The  other  big  difference  in  the 
ASP  model  is  that  software  is  paid 
for  on  a  subscription  basis,  typi- 
cally monthly.  Charges  can  also 
vary  according  to  the  amount  of 
end  users  accessing  an  application 
or  the  frequency  of  use.  Of  course, 
some  ASPs  don't  charge  for  their 
services,  like  getting  free  email  at 
Yahoo  or  free  office  software  at 
Sun's  StarPortal. 

The  beauty  of  the  ASP  model, 
particularly  for  small  and  medium- 
size  businesses,  is  that  companies 
don't  need  to  spend  thousands 
of  dollars  on  servers  and  software 
that  they  may  never  need  and  have 
no  idea  how  to  support.  In  fact,  all 
anyone  needs  to  use  an  ASP  is  a 
Web  browser  and  an  Internet  con- 
nection. Right  now,  most  people 
use  a  PC  to  access  the  applications, 
but  eventually  ASP  software  will 
become  available  on  just  about  any 
device  you  can  imagine,  from  cell 
phones  to  Palm  organizers. 


But  the  ASP  model  does  pr 
sent  some  unique  challenges 
the  existing  software  industry.  F 
decades,  software  companies  ha\ 
written  software  to  be  bought  i 
a  complete  product  and  instaili 
at  one  location  for  a  finite  numb 
of  users.  The  ASP  model  requin 
software  to  be  rewritten  in  a  ' 
that  it  can  be  rented  pieceme^ 
over  the  Internet,  accessed  witl 
Web  browser  by  unlimited  usel 
and  billed  for  accordingly.  Thisj 
no  minor  effort  and  could  t« 
years  for  some  applications, 
sidering  that  software  makers  I 
spent  those  decades  adding  couij 
less  features  to  their  products. 

Industry  experts  are  hesitant] 
say  that  all  software  will  eventua 
be  rented  out  using  the  ASP  mod 
but  most  agree  that  when  1 1 
Internet  is  robust  enough,  there  J 
no  reason  the  ASP  won't  emer  \ 
as  the  broker  of  all  applicatior 
Meanwhile,  what  some  analy; 
are  calling  a  "disruptive  innovatio 
because  of  the  impact  it  is  havi 
across  the  technology  indust 
old-timers  are  calling  histt 
repeating  itself.       DAN  BRIC 


J 
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hat  do  you 
call  a  company 
that  can  bring  you 
MP3  playback, 
e-mail  and  Internet 
access  -  all  while  you're 
sitting  in  traffic? 


"Wired? 


elphi  Automotive  Systems,  we're  busy 
forming  visionary  technology  into  real  products, 
hi  has  already  received  over  $2.9  billion  in  orders 
s  Communiport    Mobile  MultiMedia  Systems. 

hi  is  pioneering  the  application  of  technologies 

Bluetooth'™  wireless  interface.  Wireless  Application 

»col  (WAP),  interactive  speech  technology  and 

lite  radio.  And  we're  working  with  Ericsson,  the  i 

;try  leader  in  wireless  communications  and 

le  Internet,  to  connect  consumers  with  advanced 

nunication,  information  and  entertainment  systems 

:an  enhance  the  time  spent  in  their  vehicles.  For  a 

se  into  the  future,  visit  www.delphiauto.com. 


Aulornotive  Systems 


ASPs 


ERP  vendors,  providing  a  fuller,  more  valuable  service  to  the 
consumer.  How  likely,  on  the  other  hand,  would  it  be  for 
Oracle  to  start  offering  products  by  its  archenemy  People- 
Soft?  Another  ASP  advantage:  The  pure  players  began  life  as 
service,  not  software,  companies,  and  that  could  be  another 
tremendous  advantage  in  the  years  to  come.  "It's  the  hunter 
versus  the  farmer  concept,"  says  analyst  McCullough.  These 
companies  have  to  change  from  "hunters  who  stab  big  deals, 
to  farmers  who  nurture  customers,"  she  says. 

All  is  not  doom  and  gloom  for  the  ERPs,  however.  They 
do  have  a  few  things  working  in  their  favor:  Large  corpora- 
tions have  spent  millions  customizing  their  products.  ASPs,  by 
their  very  definition,  don't  want  to  get  into  the  customizing 
business.  They  want  to  sell  one-size-fits-all  software,  which 
scales  quickly  and  easily.  This  leaves  the  ERPs  with  a  customer 
base  that  is  not  likely  to  flee  anytime  soon. 

For  ASPs,  however,  that  also  leaves  plenty  of  small  and  mid- 
size businesses  for  the  taking.  There's  also  the  possibility  that 
Fortune  500  companies  may  at  some  point  accept  the  growing 
sentiment  that  massive  customization  may  not  be  necessary. 
While  ERP  competitors  continue  to  tout  their  applications  as 
being  uniquely  and  qualitatively  better  than  those  of  their  com- 
petitors, the  truth  is  that  they  are  quickly  maturing  to  the  point 
where  they  are  so  similar  that  any  decent  version — regardless  of 
software  maker — could  satisfy  the  internal  business  processes  of 
most  corporations.  Andrew  Stern,  COO  of  USinternetworking, 
an  ASP  that  offers  enterprise  software  from  companies  such  as 
Lawson,  Broadvision,  and  Siebel,  says,  "There  is  no  reason  why 
they  should  care  as  long  as  we  are  delivering  the  services  we 
promise  and  that  they  need." 


If  this  were  to  happen,  then  the  ERP  companies  could  be  in 
serious  trouble:  Their  product  becomes  a  commodity,  and  if 
they  don't  get  into  the  service  business,  they  lose  contact  with 
their  most  important  asset,  the  customer.  They  also  end  up  sub- 
suming their  brand  to  that  of  an  ASP.  "It  would  parallel  whai 
happened  to  the  telecommunications  industry,  where  network 
service  companies  went  from  selling  directly  to  customers  tc 
selling  through  different  sales  channels,"  says  McCullough. 

Ironically,  get  beyond  the  CEOs  and  top  management  anc 
the  biggest  proof  of  just  how  revolutionary  the  ASP  model  i< 
comes  from  those  working  in  the  ASP  divisions  of  the  large 
ERP  companies,  some  of  whom  optimistically  believe  thai 
within  the  next  year,  billion-dollar  corporations  will  begin] 
using  software  under  the  ASP  model.  If  indeed  the  softwarJ 
giants  in  their  recent  form  go  the  way  of  the  dinosaur,  in  thei 
place  could  step  these  companies'  ASP  divisions.  Given  Wal 
Street's  recent  fascination  with  all  things  Internet,  it's  entire! 
possible  that  an  ASP  spin-off  could  go  public  and,  with  a  higl 
market  capitalization,  buy  out  its  parent  corporation.  "It's  ; 
big  enough  change  that  the  smart  companies  will  spin  of 
their  separate  ASP  organizations,"  says  McCullough,  "whic 
could  then  engulf  the  parent." 

Chou  admits  that  Oracle  has  plans  to  spin  out  Busines 
OnLine  but  declines  to  offer  any  details.  And  while  initiall 
laughing  at  the  thought  that  his  division  could  one  da 
acquire  all  of  Oracle,  he  says,  "The  transition  is  of  that  signif 
icance.  Who  buys  whom  is  a  whole  other  matter."  If  this  wer 
to  pass,  Oracle's  marketing  slogan  would  offer  a  final  note  c 
irony:  The  Internet  does  change  everything. 

Eric  W.  Pfeiffer,  who  edited  this  article,  holds  shares  in  PeopleSof, 


The  1-2-3  of  Investing 


Interested  in  investing  in  the 
ASP  space?  Unfortunately,  there's 
not  a  lot  of  choice  out  there 
The  application  service  provider 
market  is  still  young,  with  rev- 
enues last  year  reaching  only 
$300  million,  and  many  of  the 
best  companies  are  still  private 
(Corio.  eOnline,  Applicast.  and 
AristaSoft). 

What  will  separate  the  win- 
ners from  the  pack?  Customer 
service,  says  David  Caruso,  an 
analyst  with  AMR  Research.  "To 
me,  the  ASPs  that  will  succeed 
value  to  the  hosting  environ- 
iys  by  providing  help- 
ulting  services,  such 

!  model, 
three  pure  plays — 
direct  competi- 
•  stop 


USinternetworking  (USIX) 
Price  (at  close,  4/17/00):  20% 

1999  FY  revenues:  $35.5  million 

2000  FY  estimated  revenues: 
$108.1  million 

CEO  Christopher  McCleary  wrote 
the  business  plan  before  ASP  had 
even  entered  the  alphabet  soup  of 
high  tech  acronyms,  making  USi 
the  granddaddy  of  the  space.  The 
company  has  forged  partnerships 
with  software  behemoths  such  as 
PeopleSoft,  Microsoft,  and  Siebel 
Systems  and  owns  four  mega  data 
centers.  It  rents  out  applications 
for  sales  force  automation,  finan- 
cial management,  e-commerce, 
and  human  resources,  among 
others.  Says  Caruso:  "McCleary's 
big  investment  up  front  was  really 
to  build  a  world-class  infrastruc- 
ture. This  separates  them  from 
most  players." 


NaviSite  (NAVI) 

Price  (at  close,  4/17/00):  36 

1999  FY  revenues:  $10.5  million 

2000  FY  estimated  revenues: 
$42.5  million 

Rather  than  specializing  in  leasing 
back-office  software  like  USinter- 
networking, NaviSite  hosts  Web 
sites,  particularly  for  e-commerce 
startups  like  Toysmart.com.  "What 
they  allow  companies  to  do  is  to 
come  in  and  plug  into  their  plat- 
form," says  Robertson  Stephens 
analyst  Rick  Juarez.  The  arrange- 
ment allows  companies  to  have  a 
quick  Web  presence  and  expand  as 
their  business  does,  letting  them 
add  features  to  their  sites  like 
streaming,  storage,  bannering,  and 
integrating  a  shopping  cart.  "If  you 
did  that  on  your  own,  you'd  need 
to  have  a  pretty  large  IT  staff." 
Juarez  adds. 


FutureLink  (FTRL) 

Price  (at  close,  4/17/00):  10 

1999  FY  revenues:  $13.6  millio 

2000  FY  estimated  revenue 
Not  available 
One  of  the  early  leaders  in  the  A 
space,  FutureLink  gets  accolades  fi 
having  a  relatively  high  customi 
base,  compared  to  its  rivals.  T 
classic  "app  on  tap"  specializes 
leasing  Windows-based  softw< 
such  as  Microsoft  Office 
also  host  Web-based  applic; 
the  customer  asks  for  it.  Analys 
laud  FutureLink's  tight  relations!) 
with  Citrix,  whose  software  enabli 
ASPs  to  rent  out  software  as-i 
without  having  to  rewrite  it  fo 
Internet.  "They're  trying  to 
a  utility  company  for  pn 
access  to  networked  application; 
notes  Robertson  Stephens'  Juare 
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N  E      E  D  U 


Today,  providing  professional  online  learning  takes  more  than  a 


b  site.  It  takes  sound  instructional  design,  relevant  and  engaging  courses,  and  a  choice  of  learning  methods, 
akes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively  for  the  Web,  Element  K  offers 
:ructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference  library  and  dynamic  interaction  with  experts 
I  peers.  Element  K  hosts  a  rich  learning  environment  integrated  with  a  powerful  learning  management  system. 


^-forward  to  knowledge.  Experience  www.elementk.com 


ierly  ZDU.com 


/ 


element 


catalyst 


0  Element  K  LLC.  All  rights  reserved. 


An  IBM  e-business  advantage  for  small  business 


M 


I  WORK  HARD 


I  NEED  TECHNOLOGY  THAT 

MAKES 
LIFE  EASIER 


GET  COMPUTERS  THAT  GET  THE  WORK 
DONE,  DIRECT  FROM  IBM.  They're  the  best 
resources  you've  got,  your  number  one  investment. 
We're  not  talking  about  computers.  We're  talking  about 
staff.  And  you  can  help  your  staff  do  more,  faster  and 
better  than  ever,  with  hardworking  computers,  direct 
from  IBM. 

WORK  FAST,  WORK  SMART  WITH  IBM 
THINKPAD8  i  SERIES  NOTEBOOKS.  Internet- 
ready  right  out  of  the  box,  these  e-business  machines 
come  with  speedy  modems  that  get  you  online  faster. 
Programmable  Easy  Launch  buttons  let  you  quickly 
connect  to  the  sites  of  your  choice.1  And  with  the 
TrackPoinf  Internet  scroll  bar,  you  can  scan  and 
scroll  through  Web  pages  with  ease. 

EMPOWER  YOUR  EMPLOYEES  WITH  IBM 
DESKTOP  COMPUTERS.  If  you're  looking  for  the 
tools  you  need  in  a  space-saving  package,  get  the 
all-in-one  IBM  NetVista™  X40  PC.  It's  ADSL-capable,2 
which  means  you'll  gain  almost  instant  access  to  the 
Web.  And  eight  programmable  keys  will  quickly  launch' 
your  browser  and  the  rest  of  your  favorite  applications. 
The  IBM  NetVista  X40  also  comes  with  an  Instant  On 
feature,  so  you  won't  have  to  wait  to  start  up,  boot  up 
do  anything  but  press  a  button  to  get  what  you  need 


IT 

: 


pentium*/// 


possfc  * 
ead  rate  • 

1  2kbps  • 


internet  access  account,  available  separately  'Actual  speeds  depend  on  many  (actors,  including  the  plan  you  sign  up  tor  with  your  ASDL  provider,  and  are  often  less  than  the  maximum  poi 
■nternal  clock  speed  Other  (actors  may  aftect  application  performance  'GB  means  one  billion  bytes  when  referring  to  hard  drive  capacity  Accessible  capacity  may  vary  'Variable  read  ( 
l  m  'These  modems  are  designed  to  be  capable  of  receiving  data  up  to  56Kbps  from  a  compatible  service  provider,  and  transmitting  data  at  up  to  31 2Kb 
iu  paeds  to  tDoul  53Kbps  Actual  speeds  depend  on  many  (actors  and  are  often  less  than  the  maximum  possible.  'Some  software  may  differ  trom  its  retail  version  (it  availai  » 

icUorallty  Fo>  non-IBM  software,  applicable  third-party  licenses  may  apply.  Warranty,  service  and  support  for  non-IBM  products,  if  any,  are  provided  by  third  partiC 
sentatir  i,.    rags      ig  non-IBM  products.  'Prices  shown  are  available  trom  IBM  directly;  reseller  prices  may  vary  for  ThinkPad  i  Series  Model  #2651-542,  Memory  Upgrade  Pari 

■J  '301.9188.  ThinkPad  390  Model  #2626-L0U,  Memory  Upgrade  Pan  #2010254.  USB  Hub  Part  #10K3506,  ServicePac  Pari  #30L9188;  ThinkPad  600  Model  #2645-4EU. 

■  #12J2467,  ServicePac  Part  #3019197.  NetVista  X40  Model  #6643-13U.  Memory  Upgrade  Part  #3313136.  ADSL  Modem  Part  #19K4160,  PC  Video  Camera  Part  #33L4890;  \ 
'     '  '633201N.  Memory  Upgrade  Part  #33L31 36  USB  Hub  Part  #10K3506.  ServicePac  Part  #30L9199  IBM  price  does  not  include  tax  or  shipping.  Subject  to  change  without  n" 


BM  ThinkPad  i  Series  1542 

Mobile  Intel8  Celeron™  processor  500MHz:< 

2.1 '  active  matrix  display 

i4MB  SDRAM 

2GB'  HDD 

I4X-10X5  CD-ROM 

!6K6  V90  modem 

Microsoft*  Windows"  2000  Professional 

Microsoft  Office  2000  Small  Business^ 

lasy  Launch  buttons 


{1,7998 


iuccessLease™      $C  e 

or  Small  Business    DO/MONTH 

5USTOMIZE  YOURS: 

i4MB  100MHz  NP  SDRAM  Memory 

Jpgrade  $958  or  $3/month9 

3M  Multiport  USB  Hub 

.1428  or  $5/month9 

ServicePac®  -  1-Year  Onsite/Next-Day 

Service  Upgrade  $49°  or  $2/month9 


IBM  ThinkPad  390 

Mobile  Pentium*  III  processor  450MHz 
14.1"  active  matrix  display 
64MB  SDRAM 
12GB  HDD 
24X-10X  CD-ROM 
56K  V90  modem 
Windows  98  Second  Edition 
Modular  UltraBay™  FX 


$ 


2,399 


SuccessLease         So  "7 

for  Small  Business    O  //MONTH 

CUSTOMIZE  YOURS: 

64MB  100MHz  NP  SDRAM  Memory 
Upgrade  $958  or  $3/month9 
Iomega  Zip  250MB  External  USB  Drive 
$179.99=  or  $61 /month9 
ServicePac  -  1-Year  Onsite/Next-Day 
Service  Upgrade  $49*  or  $2/month9 


IBM  ThinkPad  600 

Mobile  Pentium  III  processor 

500MHz 

13.3"  active  matrix  display 

64MB  SDRAM 

12GB  HDD 

24X-10X  CD-ROM 

56K  V90  modem 

4.9  lbs.,  slim  1.4"  profile'0 

Windows  98  Second  Edition 


$ 


2,899 


SuccessLease  tJAe 

i    lUO/MONTH' 


for  Small  Business 


CUSTOMIZE  YOURS: 

128MB  100MHz  NP  SDRAM  Memory 

Upgrade  $189"  or  $7/month9 

SelectaBase  600 

$179aor$6/month9 

ServicePac  -  3-Year  Onsite/Next-Day 

Service  Upgrade  $147"  or  $5/month9 


DESKTOPS 


IS 


BM  NetVista  X40  13U 
5.0"  TFT 

■entium  III  processor  667MHz 
4MB  SDRAM 
4X-10X  CD-ROM 
0GB  HDD  (7200  rpm) 
MB  integrated  4X  AGP  graphics 
Del  10/100  Ethernet 
['indows  98 
j  year  parts/1-year  onsite  limited  warranty" 


2,399 


iccessLease         $Q"f 

r  Small  Business    O  / /MONTH* 

USTOMIZE  YOURS: 

1MB  133MHU  NP  Memory  Upgrade 

09"  or  $4/month9  (only  available  installed) 

DSL  Modem 
S*  or  $3/month9 

I VI  PC  Video  Camera'2  (Stealth  Grey) 
9.99"  or  $2/month9 


IBM  PC  300»GL 

Pentium  III  processor  600MHz 

64MB  SDRAM 

10.1GB  HDD 

8MB  4X  AGP  graphics 

48X-20X  CD-ROM 

10/100  Ethernet 

Windows  98 

17"  monitor  (15.9"  viewable) 


$1,3438 


SuccessLease  $  m  q 

for  Small  Business     *#5j/MONTH 

CUSTOMIZE  YOURS: 

64MB  133MHz  NP  Memory  Upgrade 

$109"  or  $4/month9  (only  available  installed) 

Iomega  Zip  250MB  External  USB  Drive 
$1 79.99s  or  $6/month9 
ServicePac  -  3- Year  Onsite/Next-Day 
Service  Upgrade  $109"  or  $4/month9 


VALUABLE  NOTEBOOK  EXTRAS 


LIMITED-TIME  OFFER 

Get  ACT'  2000,7  a 

leading  small  business 

contact  manager,  and 

a  durable  IBM  CompuPlus 

notebook  bag  for  just  $99 

when  you  buy  a  ThinkPad  notebook. 

YOURS  FOR  JUST  $99 


(& business  tools 


I 


DIRECT  TO  YOU 


Refer  to  advantage  code  7502  to  confirm  our  latest  pricing. 


ibm.com/smallbusiness7502  or  1-888-shopiBM,  ext.  7502 


Ind  by  third-party  providers  of  business  financing  approved  by  IBM  Global  Financing.  SuccessLease  terms  and  conditions  provided  by  the  third  party.  Monthly  lease  payments  based  on  36-month  term, 
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THE  STRANGE  STORY  OF  HOW 


A  JUNGLE  REMEDY  WAS  RESURRECTED 


•W 


BY  A  SMART  ENTREPRENEURIAL   I  I.AM 

Found 


BY  CHIORI  SANTIAGO 


Tribal  healer  Sekou  Cisse 
efore  researcher  Steven  King  took  off  for      collects  leaves  from  a  plant 
Africa  and  the  Amazon  Basin,  he  made  sure  a  set      that  he  uses  to  treat  diabetes. 
of  photographs  was  stashed  neatly  in  his  lug-      Shaman  Pharmaceuticals  built 
gage.  These  pictures  wouldn't  grace  his  passport      a  business  around  finding 
or  remind  him  of  his  family:  They  were  snap-       and  exploiting  such  plants. 
shots  of  bloated  foot  ulcers — images  he  hoped      It  was  a  good  idea  that  was 
would  help  him  find  an  elixir  worth  a  trip       poorly  executed. 
around  the  world. 

King  is  an  ethnobotanist;  he  studies  how  cultures  use  plants  for  food,  shelter,  medicine,  and  other  aspects 
of  daily  life.  Employed  by  South  San  Francisco-based  Shaman  Pharmaceuticals,  his  mission  was  to  cull  the 
knowledge  of  indigenous  healers  —  shamans  —  in  some  of  the  most  remote  parts  of  the  world,  and  to 


ana  Jones  would  have  been  proud: 
lobotanists  at  Shaman  Pharmaceuticals 
ght  out  remote  tribal  healers,  such  as 
ou  Cisse  of  West  Africa,  in  an  effort  to 
medicinal  herbs  that  would  help  treat 
I  worst  of  human  diseases. 


return  with  compounds  that  might  be  useful  for  Western  medicine. 
Among  other  things,  he  hoped  to  find  plants  that  could  be  used  to  treat 
Type  2  diabetes,  a  disease  affecting  154  million  people  worldwide. 
Armed  with  the  pictures,  King,  who  often  traveled  with  his  botanist 
colleague  Tom  Carlson,  quizzed  country  doctors  in  Ghana,  Nigeria, 
Tanzania,  Indonesia,  Thailand,  and  South  America  about  patients  who 
suffered  from  such  classic  diabetes  symptoms  as  foot  ulcers  (hence  the 
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Ethnobotanists  at  Shaman  traveled  to  some  of  the  most  remote  places  on  Earth  — 
Ghana,  Thailand,  and  the  Amazon  Basin  —  in  search  of  healers  and  their  medicinal 
herbs.  Above:  Sekou  Cisse  of  West  Africa  brews  his  treatment  for  diabetes. 

photos),  frequent  urination,  blurred  vision,  and  dizziness. 

His  job  as  an  ethnobotanist  delivers  all  the  excitement 
King  had  imagined  since  boyhood,  when  an  adventure  novel 
led  him  to  daydream  of  a  career  exploring  the  rain  forest. 
"1  ven  at  age  13,  I  had  a  passion  for  the  rain  forest  and  its 
people,"  he  recalls.  That  passion  explains  why,  m  his  official 
duties,  he  was  more  than  willing  to  brave  jungles  filled 
with  poisonous  snakes  and  spend  days  stranded  on  muddy 
mountainsides. 

But  his  many  Indiana  Jones-style  adventures  turned  out 
to  be  tame  compared  to  the  more  vicious  entrepreneurial 
escapade  in  which  King  became  involved.  In  a  nine-year 
period,  he  watched  as  his  diabetes  research  died  during  the 
failure  of  one  business.  Shaman  Pharmaceuticals,  only  to  be 
miraculously  resurrected  by  the  success  ot  another.  Through  it 
all,  he  witnessed  the  classic  mistakes  a   biotech  company 

kes  a    it  pursues  the  holy  grail  of  drug  discovery. 

THI  DISBASI 

usual!)  considered  a  disease  of  self-indulgent 

i     .  the  consequence  of  a  rich,  fatty  diet,  not 

rcise,  and  too  much  aid    lol.  So  the  odds  of  finding 
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a  cure  in  the  rain  forest,  where  the  native  population  was  pre 
sumably  fit,  healthy,  and  far  from  fast-food  joints,  seeme 
long.  Yet  King  and  his  colleagues  surmised  that  the  ailment  i 
some  tribes  was  the  result  of  a  "thrifty  gene"  that  allowe 
people  to  store  fat  and  sugar  in  times  of  famine.  He  thougl 
plant  extracts,  used  as  treatments  for  diabetes  in  remote  cui 
tures,  might  at  least  be  as  efficacious  as  modern  medicines. 

Hence  his  worldwide  travels.  Eventually,  King  returned  ti 
Shaman  Pharmaceuticals  with  samples  from  a  number  t 
plants,  including  the  creosote  bush  from  the  American  Sout 
west.  The  Pima  Indians  who  live  in  that  region  tend  to  1 
obese  and  have  a  high  incidence  of  Type  2  diabetes.  The  tril 
traditionally  used  the  oily  shrub  to  treat  diabetes  symptoms. 

Of  the  hundreds  of  substances  stockpiled  in  Shaman's  lah 
those  in  creosote  proved  promising  enough  to  warrant  furthi 
investigation.  Patented  as  Masaprocol,  it  lowered  blood  sug; 
in  preclinical  trials  in  animals.  If  it  could  be  develops 
Masaprocol  could  provide  Type  2  diabetics  with  a  usefu 
naturally  occurring  glucose  reducer.  It  looked  as  though  , 
ot  King's  research  and  travel  would  finally  pay  off.  Exce| 
for  one  unforeseen  problem:  Shaman  Pharmaceuticals  w 
suffering  from  a  disease  of  its  own. 


LOST  AND  FOUND 


Steven  King  was  often  accompanied  on  his  collecting  adventures  by  colleague 
Tom  Carlson  (left).  Here  Carlson  four-wheels  in  West  Africa,  listening  to  Barry 
Mamadou  Foula,  a  local  university  chemistry  professor. 


As  it  turns  out,  Shaman's  business  plan  was  as  exotic  as 
jungles  King  visited.  The  company's  founder  and  CEO, 
a  Conte,  is,  by  all  accounts,  a  persuasive  visionary  who 
ieved  the  biotech  boom  of  the  early  1990s  could  support 
innovative,  ecologically  sensitive  market  in  plant  therapies, 
d  Conte  had  the  charisma  to  make  others  invest  in 
beliefs. 

''We  want  to  bring  the  healing  power  of  traditional  tropi- 
medicines  that  have  been  developed  by  shamans. ..to 
>tern  medicine,"  she  declared  in  the  company's  mission 
ement.  "At  the  same  time,  we  want  to  help  conserve  natu- 
resources  and  ancient  healing  knowledge  that  are  truly 
aceable."  By  proclaiming  the  world's  rain  forests  to  be 
)oratories  of  critical  biological  resources"  and  indigenous 
ers  as  a  source  of  plant  remedies  that  had  been  tested  in 
lans  for  generations,  Conte  convinced  investors  and  the 
ia  that  the  next  wonder  drug  just  might  be  discovered 
ng  the  Amazonian  flora. 

was  not  a  completely  ludicrous  notion.  The  use  of  plant- 

ved  drugs  dates  back  to  ancient  times  when  Incan  sur- 

is  used  the  coca  plant,  from  which  novocaine  is  derived, 

umb  patients  before  drilling  large  holes  in  their  skulls. 

)ine,  a  popular,  potent  cardiovascular  stimulant,  comes 

the  belladonna'  plant.  And  the  second  most  commonly 

diabetes  drug  is  Glucophage,  derived  from  goat's  rue,  a 

c  used  in  Europe  since  the  Middle  Ages.  "When  I  explain 

•otential  of  plant  pharmaceuticals,  I  like  to  point  out  that 

ly  given  time  in  the  emergency  room  of  a  modern  hospi- 

)hysicians  are  likely  to  be  treating  patients  with  four  or 

lifferent  plant-derived  medicines,"  says  King. 

'ith  this  kind  of  precedent  behind  it,  Shaman  continued  to 

le  development  of  plant-based  diabetes  drugs  but  also,  by 

,  had  made  significant  progress  (thanks  in  part  to  King), 

i  even  more  promising  drug  found  in  the  sap  of  the  Ama- 


zon's croton  tree.  It  wasn't  a  diabetes  cure,  but  it  was  useful: 
The  sap  traditionally  was  used  to  treat  diarrhea,  respiratory 
infections,  and  stomach  disorders.  Shaman  began  testing  the 
sap  for  uses  as  an  antiviral  medicine,  but  the  substance  didn't 
look  promising  in  phase  II  studies.  Part  of  the  problem  was 
that  it  wasn't  absorbed  in  the  gut.  That  very  property,  how- 
ever, led  Shaman  to  switch  gears  and  consider  the  sap  as  a 
remedy  for  AIDS-related  diarrhea,  which  requires  a  treatment 
that  remains  in  the  intestines  to  do  its  work.  After  less  than 
two  years  of  clinical  testing,  the  Food  and  Drug  Administra- 
tion gave  Shaman  "fast-track"  status  to  develop  one  of  the 
sap's  compounds,  dubbed  Provir,  as  an  antidiarrhea  remedy 
for  AIDS  patients.  Then,  in  early  1999,  the  FDA  did  an  about- 
face:  The  agency  asked  for  a  second  round  of  clinical  tests. 

Such  tests  can  take  several  years  and  cost  millions  of 
dollars.  And  by  this  time,  despite  agreements  with  Lipha,  a 
division  of  Merck,  to  fund  diabetes  research  to  the  tune  of 
$25  million  over  five  years,  Shaman  was  out  of  money.  It 
couldn't  go  back  to  the  public  trough  because  biotech,  at  this 
point,  was  out  of  favor.  Plus,  without  a  marketable  product, 
its  own  stock  price  had  been  hammered.  So  last  February, 
King  found  himself  playing  an  entirely  different,  and  far  less 
pleasant,  role  than  the  one  for  which  he'd  been  hired.  Now  he 
was  a  hatchet  man.  In  the  converted  ice  rink  where  Shaman's 
120  employees  labored  over  their  centrifuges  and  micro- 
scopes, he  announced  that  65  of  them  had  just  lost  their  jobs. 

It  was  an  especially  painful  moment  for  King,  whose  nine 
years  with  Shaman  represented  a  lifelong  passion.  While  King 
was  breaking  the  bad  news  to  Shaman's  employees,  his  boss, 
Conte,  was  across  the  street  at  a  shareholders'  meeting,  facing 
her  own  nightmare.  Remarkably,  the  meeting  had  been  called 
to  authorize  1.5  million  new  stock  options  as  a  reward  for 
Conte.  Instead,  it  quickly  dissolved  into  hostility,  according  to 
Barron's.  Shaman  went  into  a  tailspin.  With  its  stock  now 
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In  a  fire  sale, 
Hay  ward. 
California-based 
Metabolex 
purchased 
hundreds  of  vials 
of  Shaman's 
plant  extracts. 


worth  less  than  a  penny,  Shaman  was  delisted  by  Nasdaq,  and 
Conte  eventually  had  to  tell  angry  shareholders  that  Shaman 
Pharmaceuticals'  once-promising  foray  into  the  drug  market 
was  a  flop. 

ENTER  THE   SAVIOR 

If  Shaman's  story  ended  here,  it  would  be  just  another  exam- 
ple of  a  promising  biotech  company  going  south.  But  this 
story  took  a  different  path.  Sitting  on  the  sidelines  watching 
Shaman's  undoing  were  Tom  Glaze  and  David  Pritchard,  CEO 
and  CFO  of  a  diabetes  research  firm  called  Metabolex,  based 
in  Hayward,  California.  "We  were  familiar  with  Shaman's 
program,"  recalls  Pritchard.  "We  were  tracking  various  com- 
panies and  potential  acquisition  targets.  In  the  fall  of  1998, 
from  looking  at  |Shaman's|  financial  statements,  it  was  clear 
that  things  had  to  go  perfectly  with  the  FDA  or  they'd  find 
themselves  in  big  trouble.  When  you're  burning  $4  million  a 
month  and  you're  valued  at  only  $10  million,  it's  easy  to 
know  what  will  happen." 


Despite  the 
turmoil,  Steven 
King  continues  to 
work  at  Shaman, 
pursuing  a  dream 
that  began  in 
childhood  with  an 
adventure  novel. 


When  Shaman  began  to  falter,  the  company's  vice  presi- 
dent in  charge  of  research.  Dr.  Gerald  Reaven,  confided  in 
Metabolex  cofounder  Jerrold  Olefsky,  an  old  friend  and  for- 
u<    it  Stanford  University  School  of  Medicine. 
>ught  Olefsky  might  be  interested  in  some  300 
•  b;   Shaman's  ethnobotanists.  He  was 
'     tabolex  paid  an  undisclosed  sum 
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and  took  possession  of  hundreds  of  vials  of  partly  purifie 
plant  extracts  that  Shaman  had  screened  and  found  to  hav 
glucose-lowering  properties. 

Although  it  is  much  too  early  to  know  if  Metabolex  wi 
be  successful  in  turning  these  extracts  into  marketable  drug: 
the  company  has  many  factors  working  in  its  favor.  Unlik 
Conte,  the  management  at  Metabolex  doesn't  appear  to  hav 
any  romantic  notions  about  plant  extracts.  "In  drug  develop 
ment,  compounds  can  come  from  anywhere — the  bottom  d 
the  ocean,  a  test  tube,  a  plant — it  doesn't  matter,"  CEO  GIaz 
says.   "I  think  for  Lisa  Conte  the  idea  of  a  botanical  cure  wz 
something  of... a  jihad.  Almost  a  religious  quest,"  says  Glaze 
who  learned  the  hard  way  how  to  construct  a  company  tj 
survive  long  years  of  the  money-eating  drug  development  an) 
legal  challenges.  He  founded  his  first  biotech  firm,  Mono 
clonal  Antibodies,  in  1979,  then  lost  it  in  a  patent  fight; 
merged    with    Quidel    in    1991.    Glaze    then    establish* 
Metabolex  in  conjunction  with  Charter  Ventures.  Chart 
promised  sole  backing  to  the  tune  of  $20  million  over  s 
years  so  Metabolex  could  focus  on  diabetes  research.  Th 
backing  was  critical,  says  Glaze. 

"Shaman... had  the  vision,  but  they  weren't  prepared 
undertake  the  millions  of  dollars  of  investments  in  researc 
that  would  isolate  the  one  or  two  compounds  worth  furth 
testing.  They  bet  the  farm  on  one  drug  that  would  pay 
bills.  Unfortunately,  they  didn't  have  a  partner  to  carry  the 
over.  They  tried  to  do  it  on  their  own."  Metabolex,  on 
other  hand,  sees  the  plant  extracts  as  just  a  minor  part  of 
business.  It  is  about  to  file  an  investigational  new  drug  (IN 
application  for  MBX-102,  a  small-molecule  compound  th 
reduces  insulin  resistance  and  "bad"  cholesterol.  The  coi 
pany  also  has  commercial  partnerships  with  three  indust 
heavyweights:  a  $50  million,  five-year  research  collaborate 
with  Parke-Davis;  a  deal  with  Abbott  Laboratories  givi 
Abbott  exclusive  worldwide  rights  to  compounds  resulti 
from  collaborative  research;  and  a  licensed  nutritional  p 
gram  with  Ross  Laboratories,  a  division  of  Abbott. 

Today  Shaman  Pharmaceuticals'  stock  is  worth  next 
nothing,  and  analysts  who  lauded  its  investment  potential 
1994  are  loath  to  talk  about  its  current  performance.  T 
company  continues  to  exist,  albeit  in  an  altered  form, 
resides  on  the  Web  as  ShamanBotanicals.com,  a  purveyor 
herbal  remedies  that  operates  beyond  the  purview  of  t 
FDA.  Steven  King  still  works  at  the  company  as  an  ethr 
botanist,  pursuing  his  childhood  dream.  He  remains  phi 
sophical  about  losing  some  of  his  best  research  to  anotl 
company.  He  is  a  scientist,  after  all,  whose  desire  to  see 
research  come  to  fruition  is  at  least  as  important  as  a 
financial  benefit.  "I  want  to  see  the  discovery  made 
another  company  if  we're  not  going  to  do  it  ourselves,' 
says  wistfully.  He  still  holds  out  hope  that  the  refor; 
Shaman  will  be  successful  in  bringing  a  new  drug  to  marl 
but  he  also  knows  there  are  no  guarantees.  "I've  come 
understand  that  the  biotech  industry  is  highly  volatile,' 
says.  "It  changes  with  the  wind." 

Chiori  Santiago  is  a  freelance  writer  based  in  Berkeley.  G 
fornia.  She  regularly  writes  for  Smithsonian  magazine  as  u 
as  for  other  regional  and  national  publications. 
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Canon's  new .  pot  ket-sized  Pm  erShot  S20—with  its  high  resolution,  zoom  len. 
and  I  8-im  h  HI)  monitor— fits  right  in  with  your  personal  life  as  well  us  yow 
business  life  h  enables  you  to  produce  high-quality,  letter-size  printouts,  ind 
you  ha\  e  a  ( 'anon  digital  prima  ( 'D-300  at  home,  you  <  an  produce  photo- 
quality  prints  without  even  turning  on  a  compult 

A  revolution  has  been  taking  place  before  your  very  own 
eyes.  And  you  may  not  even  be  aware  of  it. 

It  is  a  revolution  thai  is  reallj  an  evolution.  Stemming  from 
Canon's  long-time  expertise  in  optics,  digital  imaging,  and 
miniaturization.  Which  brought  about  the  introduction  of 
Canon's  newest  compact  digital  camera  earlier  this  year.  For 
dec  holography  that  looks  just  like  analog  film 

•  ^1  u  tog  raphj  E  xcept  there 's  no  film  nor  development  involved 
i  be  instantK  transmitted  or  printed.  Saving 
.■n<.\  money. 


Until  now.  these  benefits  were  limited  to  profes 
publishing.  But  now.  there's  the  PowerShot  S20.  wi 
gives  you  remarkable  quality  and  flexibility  in  a  port;- 
digital  wonder. 
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>ver  the  years,  Canon  has  received 
Iwide  recognition  for  its  advanced 
d  technologies.  And  the  PowerShot 
s  equipped  with  a  center-mounted. 


Let  the  chips  fall  where  they  may. 

Some  of  the  things  that  make  all 
this  possible  are  fewer  things 
like  chips.  The  PowerShot  S20 
integrates  the  primary  and 
secondary  CPU  functions  into  just 
one  chip.  And  integrates  the  image- 
processing  circuits  of  several  chips 
into  just  one  proprietary  IC  that 
Canon  developed  specifically  to 
exploit  the  full  potential  of  its  3.34 
megapixel  charge-coupled  device. 
Enabling 


■ 
u  ;  mm  i i  S3  in  i  m 

3A9mm(!.Mi"  I  [«  I 


. 


bkick  llrciraouilt 


Is  ol  3  cfemrnts    cnnsiste  o[  A  rtcmoils  hiiphnurtn 


and  aspherical 
elements.  Highly 
remarkable,  when 
you  consider  that  the 
lens  can  be  fully 
retracted  into  the 
camera  body,  enabling 

the  PowerShot  S20    The  6.5-1 3mm  zoom  lens  (equivalent  to  32 -64mm 

c   ■  in  35mm  film  format)  consists  of  8  elements  in  3 

tO  Ut  into  a  purse  Or    blocks  for  high  performance  in  minimal  space.  A 
rjQckpt  4x  teleconverter  expands  the  range  to  256mm 

(equivalent  in  35mm  film  format). 


Not  just  better  pictures.  Better  picture-taking. 

Although  the  PowerShot  S20  is  leading-edge,  it 
utilizes  many  of  Canon's  historical  advances  in  camera 
technology  for  greater  ease-of-use  and  better  results. 
With  a  choice  of  manual  or  automatic  modes,  including 
five  Programmed  Image  Controls  for  typical  photo 
situations.  So  if  you're  accustomed  to  Canon's  35mm 
film  cameras,  you'll  feel  right  at  home  with  Canon's 
PowerShot  digital  cameras. 


The  PowerShot  S20  makes  utilizing  and 
'  'g  digital  photographs  is  as  easy  a. 
taking  them.  With  simplified  downloading, 


enjoying  digital  photographs  is  as  easy  as 
taking  them.  With  simplified  download' 
along  with  high-speed,  plug-and-play 


USB,  RS-232C,  and  video  connectivity.  Il 

also  includes  software  that  lets  you  archive 

images  for  storing,  searching,  and  sorting. 


Technology  that  opens  eyes. 

Because  Canon  is  so  adept  at  uncovering 
solutions  others  don't  see,  it  is  now  a  world  leader 


in  digital  imaging  technology.  For  cameras,  for 
resolution,  low-distortion,  zoom  lens  that  incorporates       scanners,  for  printers,  for  copiers,  and  beyond, 
of  those  technologies,  such  This,  all  by  itself,  is  noteworthy.  But  what's  even  more 

:ombination  ^*rtSSS^    aft  ..^^f^Bfl  91    important  is  that  Canon  invariably  makes 

some  of  its  best  technology  affordable 

and  useful  for  the  mainstream.  For  small 

enterprises  as  well  as  large.  For  personal 

enjoyment  as  well  as  business  productivity. 

The  PowerShot  S20  is  a  perfect 

example. 

For  digital  photography,  it  brings 
real  quality  to  the  real  world. 


The  PowerShot  S20  is  supplied 
16MB  CompactFlash™  memory  card. 


Canon 


online  at  http://www.canon.com 
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Venture  capital  used  to  be  such  a  gen- 
teel, clubby  profession:  Glance  through  a 
couple  dozen  business  plans,  take  lunch 
with  your  peers  at  the  Sun  Deck  to  divide 
up  the  good  prospects,  and  then  leave  at  noon  on 
Friday  for  a  "board  meeting." 

Then  all  hell  broke  loose.  It  might  have  started 
when  Don  Valentine,  wildly  premature  by  the  stan- 
dards of  the  era,  tossed  Cisco  onto  the  public  mar- 
kets and  watched  it  go  off  like  a  hand  grenade.  Or 
perhaps  it  was  when  Benchmark  suddenly  popped 
onto  the  scene  and  started  wildcatting  hot  deals 
all  over  the  landscape.  But  certainly  it  began  with 
John  Doerr.  Too  young  and  too  inexperienced 
to  be  a  classic  VC,  Doerr  replaced  wisdom  and 
patience  with  brains  and  energy...  and  years  later 
ran  off  with  half  the  great  deals  of  the  1990s. 

The  timing  was  perfect.  No  sooner  had  Doerr 
set  the  stage  than  a  new  wave  of  Internet  entrepre- 
neurs arrived  on  the  scene.  Twenty-five-year-old 
e-commerce  gunsels  and  gamers  with  no  sense  of 
rules  or  tradition  but  armed  with  multimillion- 
dollar  ideas  and  a  hunger  to  make  them  real. 
Right  now. 

Goodbye,  Sun  Deck.  Suddenly  venture  capital 
became  hard,  dirty  work.  No  more  carving  up  turf 
like  Chicago  mobsters.  Now  it  was  every  man,  and 
woman,  for  him-  and  herself.  Forget  professional 
courtesy;  if  you  could  steal  a  new  company  from 
another  venture  firm,  even  at  the  11th  hour,  you 
went  for  it.  If  you  had  to  kill  one  startup  to  rein- 
vest in  another  in  the  same  space,  well... Suddenly, 
venture  capital  wasn't  big-time  banking  anymore. 
It  was  like  being  the  loan  officer  at  a  small  savings 
and  loan.  You  gave  up  a  successful  corporate 
career  for  this? 

You  bet.  Because  if  venture  capital  in  the  pio- 
'neering  era  was  classy,  and  in  the  Doerr  era  was 


AN    INTRODUCTION 


cool,  in  the  Internet  age  it  is... lucrative.  For  three 
years  now,  venture  capital  has  been  a  failureproof 
proposition — and  the  VCs  running  those  swollen 
funds  (the  latest  are  worth  $1  billion)  are  happily 
making  themselves  some  of  the  richest  folks  on  the 
planet.  For  that  kind  of  money,  you'll  eagerly  suck 
up  to  postadolescents  and  rip  off  your  friends. 

But  can  the  returns  last?  The  venture  capital 
industry  may  be  racing  toward  a  crisis,  and  it's 
been  there  before.  The  early  1980s  saw  a  similar 
boom,  driven  by  PCs,  software,  and  peripherals. 
Then,  too,  VCs  were  overextended  and  overworked. 
Filled  with  young  partners  with  little  or  no  experi- 
ence, the  firms  threw  money  at  legions  of  less-than- 
promising  startups.  At  the  same  time,  the  federal 
government,  eyeing  Silicon  Valley's  success  with  both 
resentment  and  greed,  increased  the  capital  gains 
differential.  With  investment  returns  slumping  and 
the  motivation  to  invest  gone,  Sand  Hill  Road 
became  a  lonely  place.  The  venture  capital  indus- 
try took  nearly  a  decade  to  recover. 

If  there  is  a  similar  shakeup — or  shakeout — 
today,  you  need  to  know  where  it  will  come  from 
and  who  will  be  the  winners  and  losers.  So,  while 
other  magazines  are  still  mindlessly  celebrating 
venture  capital,  Forbes  ASAP  set  out  to  take  a 
tougher  look.  We  picked  apart  some  of  the  fastest- 
growing  firms,  exposing  their  strengths  and  weak- 
nesses. We  did  the  same  thing  to  the  best  individual 
VCs  in  the  country.  We  looked  at  why  the  industry 
is  changing  and  where  it  could  ultimately  end  up. 
Through  it  all,  we  found  some  bad  folks  out  there 
playing  the  venture  capital  game.  But  we  also 
found  some  great  ones:  brilliant,  talented,  and 
honest  men  and  women.  The  challenge  in  the 
months  ahead — for  investors,  entrepreneurs,  even 
VCs  themselves — will  be  to  distinguish  between 
the  two.  Here's  a  start.  MICHAEL  S.  MALONE 
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HEBESTVCs 

ILLUSTRATIONS  BY  BARRY  BLIT 
When  we  went  out  and  polled  numerous  venture  capitalists,  investment  bankers,  and  entrepreneurs  on  who  they  consider  to  be  the  best  VCs  in  the  country 
we  were  a  little  worried  we'd  get  the  same  old  names.  And  while  we  did  get  a  few  we  expected  (Doerr,  Khosla,  Moritz),  we  also  got  a  few  we  didn' 
(McCance.  Roizen).  Even  more  interesting,  our  poll  often  uncovered  the  hidden  talent  in  some  top-tier  firms,  such  as  Benchmark  Capital's  Andy  Rachleff 
The  list  below  also  illustrates  the  changing  world  of  venture  capital.  Not  only  are  two  women  represented  but  so  are  two  VCs  from  Softbank  Ventun 
Capital  and  Benchmark  Capital,  companies  that  weren't  even  around  five  years  ago.  The  only  other  firms  so  well  represented  are  the  venerable  Kleine 
Perkins  Caufield  &  Byers  and  Sequoia  Capital.  In  addition,  one  of  our  biggest  point  getters  was  a  Young  Turk  named  Geoff  Yang  at  Redpoint  Ventures 


JIM  BREYER   Accel  Partners 

What  nobody  knows:  He's  an  avid 

fly  fisherman. 

Achilles'  heel:  "Taking  on  too  much 

responsibility" 

Last  deal:  Walmart.com 

Most  famous  deal:  Walmart.com 

Biggest  mistake:  "Not  devoting 

enough  time  to  helping  a  save-the- 

schools  initiative" 

Number  of  company  board  seats:  10 

If  you  had  to  pick  the  best  person  to 

bring  the  world's  largest  retailer,  Wal- 

,  into  the  world's  largest  potential 

"t,  tl  net,  Breyer's  the  right 

lied  "the  best  ever" 

"irces,  Breyer 

it  .ldm.iij  foi  his  ro  build 


enduring  companies.  Says  one  industry 
watcher,  "If  you're  in  a  market  where 
you  want  to  get  as  much  attention  as 
possible,  and  then  get  out  quick,  you  go 
to  a  P.  T.  Barnum  type  like  Doerr.  If  you 
want  a  long-haul  guy,  you  go  to  Breyer." 
Of  course,  in  the  age  of  Internet  time, 
that  may  prove  more  of  a  liability  than 
an  asset. 

Still,  it's  worked  so  far.  His  invest- 
ments include  RealNetworks,  Agile  Soft- 
ware, Macromedia,  Foundry  Networks, 
Redback  Networks,  Actuate,  and  a  score 
of  other  companies  that  have  either  gone 
public  or  been  bought.  McKinsey  grad 
Breyer  is  also  known  for  being  very 
smart,  but  without  the  usual  attendant 
arrogance.  "He's  got  less  pride  of  own- 
ership of  new  ideas  than  most  of  those 
guys,"  says  a  source.  That  gentleman- 
liness,  though,  doesn't  extend  to  his 
peers:  Accel  was  a  prototype  of  today's 
generation  of  hardball  venture  capital 
firms.  Sitting  in  his  glass-enclosed  throne 
room  in  the  Bastille-like  Accel  headquar- 
ters, Breyer  is  a  benevolent  ruler  but  a 
deadly  neighbor. 

JERRY  COLONNA   Flatiron  Partners 

What  nobody  knows:  No  M.8.A., 

just  a  B.A. 

Achilles'  heel:  Too  instinctual, 

not  methodical 

Last  deal:  Small  World  Sports 

Most  famous  deal:  GeoCities 

Biggest  mistake:  "Not  moving  fast 

enough  to  change  a  CEO  at  a 

portfolio  company" 

Number  of  company  board  seats:  5 


Colonna  describes  himself  as  a  "Wesi 
Coast-style  investor:  You  know,  shooi 
first  and  ask  questions  later."  It's  I 
remarkable  comment  from  a  guy  wh<i 
graduated  with  a  degree  in  English  litl 
erature  from  Queens  College,  talk 
with  his  hands,  and  works  on  Pari; 
Avenue  as  the  managing  partner  in  i 
company  named  after  Manhattan's  oldes 
skyscraper. 
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But  then,  Colonna  is  no  ordi 
VC.  For  one  thing,  while  other  VCs  hav 
come  out  of  journalism  (Mike  Morit. 
Stewart  Alsop),  the  voluble  Colonna 
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I  of  the  few  who  has  a  background 
an  editor  and  publisher:  He  spent 
irly  a  decade  at  Information  Week, 
ee  years  as  its  editor.  He  is  living 
»of  that  editors  can  be  rehabilitated 
perform  useful  work. 
Colonna,  with  partner  Fred  Wilson, 
inded  Flatiron  in  1996,  when  Silicon 
ey  was  still  a  publicity  ploy  and  New 
rk  hadn't  seen  a  real  high  tech  VC 
ce  Arthur  Rock's  departure  almost 
years  before.  The  pair  managed  to 
d  investors  in  Chase  Capital  and 
tbank,  printed  up  business  cards  at 
iko's,  and  were  on  their  way. 
Not  surprisingly,  the  reputation 
Silicon  Alley  is  synonymous  with 
lonna  and  Flatiron.  Two  of  the  best- 
own  firms  in  the  neighborhood, 
iltex.com  and  TheStreet,  are  Flatiron 
npanies.  But  if  being  a  rare  example 
an  NYVC  has  given  him  a  good  rep, 
at  put  him  on  this  list  are  the  deals 
s  made  outside  the  boroughs:  Star- 
:dia,  the  Latin  American  Internet 
rtal,  and  GeoCities  (acquired  by 
hoo).  These  days,  Colonna  also  is 
rking  with  mouse  Inc.,  a  nonprofit 
mp  helping  inner-city  kids  learn 
)ut  technology.  That  doesn't  sound 
:  a  typical  shoot-from-the-hip  West 
ast-style  investor. 
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JOHN  DOERR 

Kleiner  Perkins  Caufield  &  Byers 

What  nobody  knows:  He  wears  the 

same  silver-and-dark-blue  tie  to 

virtually  all  outings. 

Achilles'  heel:  His  fame  and  his 

extracurricular  activities  cut  into 

his  VC  bandwidth. 

Last  deal:  Smartpipes 

Most  famous  deal:  Netscape 

Biggest  mistake:  Investing  in  Go 

Corporation,  an  ill-fated  pen-based 

computing  company 

Number  of  company  board  seats:  19 

Listen... do  you  hear  angels  singing? 

It  is  no  longer  possible  to  write  sim- 
ply about  this  veteran  venture  capitalist 
named  John  Doerr,  so  wrapped  is  he 
now  in  the  mantle  of  myth  and  fable. 
He  has  become  both  the  sign  and  the 
signifier  of  high  tech  venture  capitalism, 
a  metaphor  for  success,  the  synecdoche 
of  the  entire  e-commerce  era.  That's  a 
lot  of  freight  to  carry  to  the  office  in 
your  PalmPilot  each  morning.  Megalo- 
maniacs are  made  from  a  lot  less.  But 
it  is  to  Doerr's  credit  that  he  hasn't 
become  a  grotesque  or  a  hectoring 
Mother  Hubbard  (though,  with  time, 
all  his  Democratic  political  work  bears 
that  risk). 

The  list  of  Doerr  wins  is  itself  a 
touchstone,  like  DiMaggio's  major 
league  record  hitting  streak — Compaq, 
Cypress,  Netscape,  Sun  Microsystems, 
Lotus,  Amazon.com,  Healtheon,  Intuit, 
Excite@Home.  Even  Doerr's  failures, 
like  pen  computing,  have  an  epic, 
Homeric  quality  to  them. 

So  why  is  John  Doerr  better  than  all 
the  rest?  One  answer  is  timing.  After 
leaving  Intel  in  1980,  he  got  into  the  VC 
game  at  the  right  time  and  while  still  a 
young  man.  While  most  other  20-year 
venture  veterans  are  all  but  out  of  the 
business,  Doerr  is  still  in  his  prime  with 
no  apparent  loss  of  enthusiasm.  He  is  a 
superb  time  manager  ("I  would  rather 
have  John  Doerr  on  my  board  even  if 
he's  on  15  other  boards,"  says  one 
source).  He  is  also  very  smart,  a  shrewd 
judge  of  character — be  it  in  a  startup 
team  or  in  an  interviewing  reporter — 
and  a  master  (that  is,  you  never  see  him 
do  it)  manipulator.  Finally,  with  the 
same  sleight  of  hand,  Doerr  is  also  a 
brilliant  promoter  both  of  himself  and 
his  companies  ("the  ultimate  salesman," 


says  one  observer),  talking  only  to 
a  select  group  of  friendly,  powerful 
reporters.  Put  these  together  and  you 
have  a  living  legend.  Nowadays,  though, 
it's  hard  to  tell  whether  Doerr  is  still 
unmatched  at  finding  great  companies 
(maybe  not:  He  helped  bring  Martha 
Stewart  Living  to  life)  or  whether  he's  so 
famous  that  all  the  great  companies  find 
their  way  to  him.  How  long  can  he 
keep  this  up?  Probably  as  long  as  he 
wants  to.  Or  until  his  cell  phone  rings 
with  a  call  from  POTUS  (President  of  the 
United  States).  We'll  know  the  first 
Tuesday  of  November. 
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IRWIN  FEDERMAN 
U.S.  Venture  Partners 
What  nobody  knows:  He's  a  pretty 
good  cook. 

Achilles'  heel:  He's  an  old  semi- 
conductor guy  in  an  Internet  world. 
Last  deal:  BeVocal 
Most  famous  deal:  Crescendo 
Communications 

Biggest  mistake:  Passed  on  too  many 
investment  opportunities  that  turned 
out  well,  such  as  Commerce  One 
Number  of  company  board  seats: 
More  than  12 

The  San  Jose  Mercury  News  once  called 
him  "the  most  honest  man  in  Silicon 
Valley,"  and  nothing  has  changed.  Fed- 
erman,  who  looks  like  your  tanned 
uncle  from  Miami  and  talks  like  a 
Brooklyn  wholesaler,  is  the  rarest  of  the 
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rare.  The  former  accountant  is  the  only 
nonscientist  ever  to  run  a  chip  company 
successfully.  Nine  years  after  taking 
over  the  dying  Monolithic  Memories  in 
1978,  he  turned  it  into  a  $250  million 
winner  and  sold  it  for  nearly  half  a  bil- 
lion to  AMD.  Since  joining  U.S.  Venture 
in  1990,  Federman  has  had  a  hand  in 
deals  as  diverse  as  SanDisk,  Nuance, 
Centillium,  mmc  Networks,  and  Check 
Point  Software.  Today,  he  remains  one 
of  the  few  VCs  ever  to  have  been  a  CEO 
of  a  major  company.  This  gives  him  not 
only  an  unusual  level  of  understanding 
but  empathy.  Which  is  a  good  thing 
because  getting  funded  by  him  and  his 
partner  Phil  Schlein  (another  corporate 
veteran,  he  was  the  former  CEO  of 
Macy's)  is  a  unique  experience:  At  a 
time  when  snap-judgment  investments 
are  the  rule,  USVP  often  takes  weeks, 
even  months,  to  make  a  decision.  Even 
when  he  doesn't  fund  you,  by  the  time 
the  sagacious  and  tough  Federman  is 
finished  with  you,  you've  learned  vol- 
umes about  your  company,  your  busi- 
ness, and  yourself. 
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BOB  KAGLE   Benchmark  Capital 
What  nobody  knows:  Collects  antique 
fish  decoys  from  Michigan 
Achilles'  heel:  "I'm  a  sucker  for 

1  who  wants  to  do  good  while 


Last  deal:  EthnicGrocer.com 
Most  famous  deal:  eBay 
Biggest  mistake:  Not  investing 
in  Starbucks 
Number  of  company  board  seats:  8 

Ebay.  Nuff  said. 

Actually,  it's  not.  The  Internet  auction 
house  is  Kagle's  most  famous  play,  but 
Ariba,  the  B2B  e-commerce  company, 
has  been  Kagle's  biggest  returner  to  date. 

Kagle's  exit  in  1995  after  a  dozen 
years  as  a  star  at  venture  firm  TVI  was 
not  only  the  biggest  VC  story  of  that 
year  but,  in  retrospect,  proved  a  turning 
point  not  only  for  the  industry  but  the 
U.S.  economy.  Benchmark's  (and  Kleiner 
Perkins'  contemporaneous  commit- 
ment) to  e-commerce  startups  sparked 
the  entrepreneurial  revolution  that  con- 
tinues to  this  day.  It  would  have  been 
impressive  enough  to  have  pioneered 
this  boom,  but  Kagle  has  managed  to 
stay  atop  the  wave,  with  investments  as 
diverse  as  Art.com,  Ethnic  Grocer,  and 
zipRealty.com.  Not  bad  for  a  guy  who 
studied  car  design  at  the  General 
Motors  Institute  and  apparently  loves 
all  things  Michigan:  fly  fishing,  the  Pis- 
tons, and  his  old  Corvette. 

VINOD  KHOSLA 

Kleiner  Perkins  Caufleld  &  Byers 

What  nobody  knows:  Very  active 

in  helping  entrepreneurs  in  India 

Achilles'  heel:  He's  a  perfectionist, 

too  controlling. 

Last  deal:  FireDrop 

Most  famous  deal:  Juniper  Networks 

Biggest  mistake:  Not  recognizing  the 

Cisco  opportunity 

Number  of  company  board  seats:  7 

Mention  Khosla's  name  and  you  always 
get  the  same  look  from  both  entrepre- 
neurs and  fellow  VCs:  a  look  of  pursed- 
lip  concentration.  Then  inevitably,  after 
a  few  thoughtful  moments,  they  say, 
"Vinod  is  very,  very  smart."  There's  no 
doubt  about  that.  Khosla  is  one  of  the 
few  VCs  who  is  smarter  than  entrepre- 
neurs. But  the  words,  though  true,  are 
also  a  subterfuge  because  calling  Khosla 
brilliant  is  also  a  code  for  saying  he  is 
very,  very  difficult  to  work  with.  Brainy 
and  abrasive  is  the  essence  of  Vinod 
Khosla.  He  is  one  of  venture  capital's 
greatest  visionaries,  but,  says  one  source, 
"Managing  people  is  not  his  strength." 


As  Carl  Russo,  former  CEO  of  Cerent, 
told  The  New  York  Times,  "Vinod  is 
the  worst  director  of  movies,  but  he  is 
the  best  picker  of  scripts." 

At  the  heart  of  this  abrasiveness  are 
two  traits  that  almost  reach  the  preter 
natural  in  Khosla.  One  is  competitive 
ness.  Says  one  source,  "Most  people 
don't  know  this,  but  he's  the  ultimate 
competitor.  Pure  brass  knuckles.  He's  so1 
competitive  that  when  you  walk  out 
with  him  to  the  parking  lot,  he  tries  td 
beat  you  to  the  car." 

The    other    is    his    relentlessnessj 
Khosla  is  legendary  for  pressing  anc 


V,*°*  KM* 


hectoring  startup  teams  until  they  eithe 
disintegrate,  run  away  or,  most  often 
accept  the  wisdom  of  his  judgment 
Sound  nasty?  Oh  yeah.  But  this  is  fron 
a  man  who  knows  what  it  takes  ti 
build  a  big-time  company:  Khosla,  afte 
all,  cofounded  Sun  Microsystems,  ani 
before  that,  CAD  designer  Daisy  Sys 
terns.  Today,  he  lists  Excite,  Junipe 
Networks,  and  Cerent  (sold  to  Cisco 
among  his  stellar  successes. 

I 
DOUG  LEONE  Sequoia  Capital 
What  nobody  knows:  He's  driven 
by  fear. 

Achilles'  heel:  Too  optimistic 
Last  deal:  Oasys  Technologies 
Most  famous  deal:  VA  Linux  Systems 
Biggest  mistake:  Not  making  enough 
mistakes 
Number  of  company  board  seats:  11 
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in  you've  sold  Hewlett-Packard 
icomputers  on  the  mean  streets  of 
lem,  everything  else  looks  easy — 
l  working  with  Don  Valentine 
3  on  our  list).  If  Valentine  looks 
emerging  technologies,  and  fellow 
loian  Mike  Moritz  (also  on  our  list) 
srs  clever  new  category  builders, 

le  just  wants  a  scrappy  bunch  of 
i  who  can  close  a  sale. 
;  's  a  war  out  there,  and  Doug  Leone 

ady  to  fight.  Says  fellow  listee  (and 
l;irer)  Irwin  Federman,  "He's  very 
i  named  [leone  means  "lion"  in  Ital- 
ic and  probably  eats  five  pounds  of 
i  for  breakfast.  He's  very  aggressive 
i;  .lso  very  charming.  He  didn't  leave 
i  iller  attitude  behind  when  he  left 
t  orporate  world." 

lis  total  dedication  to  selling  makes 
lie  something  of  an  anachronism  in 
Ha  when  companies  actually  apolo- 
z  for  making  money.  That  helps 
$  in  his  investments  in  VA  Linux, 
aiisLan,  and  Sentient  Networks. 
8  it  hasn't  kept  Leone  away  from 
a;ig  investments  in  the  ever-unprof- 
e-commerce  whirl;  his  plays 
ClJe  online  jewelry  site  Miadora. 
m  jtone  grown  soft?  Not  to  hear  his 
■  tell  it.  On  the  contrary:  He  may  be 
S|  le  person  to  teach  Web  companies 
I  o  sell. 


HENRY  McCANCE   Greylock 
What  nobody  knows:  Had  seats 
at  the  Final  Four  this  year  and  last 
Achilles'  heel:  Too  patient  with 
portfolio  companies 
Last  deal:  Epsilon 
Most  famous  deal:  Tellabs 
Biggest  mistake:  Failed  to  back 
BMC  Software 

Number  of  company  board  seats:  6 
The  dean  of  East  Coast  venture  capital, 
McCance  was  one  of  the  early  visionaries 
to  embrace  software  way  before  soft- 
ware was  cool.  He  also  led  Greylock's 
investments  in  companies  like  Tellabs, 
which  now  boasts  a  $20  billion  market 
cap,  and  Continental  Cablevision. 
McCance  was  the  fourth  partner  to  join 
Greylock,  teaming  up  with  the  firm 
back  in  1969,  four  years  after  the  part- 
nership was  founded.  More  than  30 
years,  10  partnerships,  and  $1.2  billion 
in  investments  later,  he  has  become  the 
"spiritual  leader"  of  the  firm,  says 
Greylock  partner  Dave  Strohm. 

That  fits:  McCance  is  a  bit  mysteri- 
ous. It's  difficult  to  find  information 
about  this  guy.  His  work  is  always 
done  behind  the  scenes,  with  nary  a 
press  appearance,  even  while  fellow 


VCs  are  making  the  covers  of  GQ  and 
Business  Week.  "Greylock  has  tried  to 
let  our  CEOs  be  in  the  limelight,  and 
we  take  the  supporting-cast  role,"  he 
says.  It  looks  like  McCance  may 
become  even  lower  profile  (if  that's 
possible):  In  another  spiritual  gesture, 
he's  scaling  back  his  responsibilities  to 
give  the  younger  partners  a  shot  at 
getting  the  deals. 


Miel**l  fl\<\it* 
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MICHAEL  MORITZ  Sequoia  Capital 

What  nobody  knows:  He's  the  most 

cultured  man  in  venture  capital; 

knows  his  art  and  literature. 

Achilles'  heel:  His  arrogance 

Last  deal:  X.com 

Most  famous  deal:  Yahoo 

Biggest  mistake:  "Not  getting  into  the 

VC  business  sooner" 

Number  of  company  board  seats:  6 

Al  Gore  didn't  invent  the  Internet,  and 
Michael  Moritz,  a  partner  at  Sequoia, 
didn't  invent  the  computer  revolution. 
But  of  the  two  men,  Moritz  has  the  bet- 
ter claim.  In  the  mid-'80s,  the  Welsh- 
born,  Wharton-educated  Moritz  was 
working  for  Time  magazine  in  San 
Francisco,  and  when  the  annual  editors' 
/  poll  was  taken  to  designate  the  Man 
of  the  Year  award,  it  is  said  that  he 
made  the  unprecedented — and  ulti- 
mately prescient — suggestion  that  the 
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choice  be  neither  man  nor  woman  but 
the  personal  computer.  In  the  mid-'90s, 
this  same  prescience  let  Moritz  see  the 
future  in  a  couple  of  Stanford  graduate 
students  with  a  little  search  engine 
called  Yahoo.  When  Sequoia  took  the 
company  public,  Moritz  firmly  estab- 
lished himself  as  a  Sand  Hill  Road 
samurai  with  the  vision  to  know  what's 
around  the  next  corner.  An  ardent 
believer  in  his  firm's  strong  hands-on 
approach  to  backing  companies,  Moritz 
was  once  heard  to  growl,  when  he  was 
congratulated  on  the  yearlong  success 
of  a  CEO  Sequoia  had  recruited,  "The 
jury's  still  out!" 

JOHN  MUMFORD 
Crosspoint  Venture  Partners 
What  nobody  knows:  Has  a  strong 
passion  for  helping  Christian  children's 
ministries,  such  as  Young  Life 
Achilles'  heel:  "As  a  former  entrepre- 
neur, I  get  caught  up  in  the  excitement 
and  enthusiasm  of  entrepreneurs." 
Last  deal:  Petrocosm 
Most  famous  deal:  Ariba 
Biggest  mistake:  Passed  up  opportunity 
to  be  original  investor  in  i2  Corporation 
Number  of  company  board  seats:  14 
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Bob  Kagle  may  have  gotten  richer  on 

al,  but  it  was  Mumford's 

ub  ited  the  company  in  his 

mains  its  chair- 


man. That's  a  classic  example  of  Mum- 
ford's  work.  This  VC  veteran  is  widely 
admired  for  his  commitment  to  the 
entrepreneurs  in  whom  he  invests.  Our 
survey  subjects  rated  him  at  the  top 
in  both  technical  knowledge  on  the 
red-hot  B2B  space  and  the  support  he 
gives  to  companies  in  crisis.  The  latter 
isn't  just  Christian  charity  coming 
from  this  deeply  religious  man  but  the 
empathy  of  a  fellow  entrepreneur: 
Mumford  joined  his  first  startup  when 
still  an  undergraduate  and  founded 
Crosspoint  in  1970  while  still  in  business 
school  at  Stanford  University. 

But  Mumford's  unusual  combination 
of  commitment  and  propriety  has  its 
side  effects.  For  example,  Crosspoint 
completely  missed  the  e-commerce 
boom  because  Mumford,  while  he 
understood  the  technology,  couldn't  fig- 
ure out  how  those  companies  could 
make  a  profit.  Silly  him.  As  he  recalls, 
"We  realized  you  couldn't  make  any 
money,  but  we  forgot  you  could  sell 
stock  to  the  public  and  make  money." 

It's  that  kind  of  responsible  attitude 
that  makes  John  Mumford  admired,  but 
rarely  emulated,  in  this  go-go  age. 

ANDY  RACHLEFF   Benchmark  Capital 
What  nobody  knows:  He's  a  lot 
younger  than  he  sounds. 
Achilles'  heel:  "I  can  be  too  negative 
on  entrepreneurs  who  are  promoters." 
Last  deal:  Loudcloud 
Most  famous  deal:  Equinox 
Biggest  mistake:  Investing  in  Ipsilon 
Networks,  which  created  the  level  III 
switching  market  but  was  not  able  to 
deliver  a  product  that  took  advantage 
of  that 
Number  of  company  board  seats:  7 

David  Beirne  may  be  the  superstar  at 
Benchmark,  the  man  who  gets  all  the 
publicity,  but,  as  one  source  says,  "It's 
Andy  who  gets  the  job  done."  Looking 
30  but  sounding  60,  the  41 -year-old 
Rachleff  spent  a  decade  at  Merrill 
Pickard  before  cofounding  Benchmark 
in  May  1995.  Learning  from  a  couple 
of  juicy  mistakes  (PointCast  and  Ipsilon 
Networks),  he's  definitely  wiser  than  his 
years  and  has  amassed  an  impressive 
resume  of  investments,  from  AOL  to, 
most  recently,  Marc  Andreessen's  Loud- 
cloud.  His  most  famous  deal  was  prob- 
ably CashFlow,  though  Rachleff  claims 


to  be  most  proud  of  his  recent  work  fo 
Equinox,  a  still-private  company  tha 
is  building  an  Internet  bandwidth  busi 
ness  exchange. 

Even  though  he  keeps  a  low  profile 
it's  easy  to  see  why  the  industry  insider 
we  polled  suggested  him  for  our  list} 
One  obvious  factor  is  the  awe  an< 
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respect  with  which  Benchmark  is  he! 
Another  is  that  Rachleff  himself  is  simp 
a  solid,  reliable,  no-flash  sort  of  gu 
The  last  is  refreshing  in  this  age  of  V 
superstardom.  But  it  may  also  be  a  fat* 
flaw:  These  days,  low-key  VCs  don 
always  see  the  best  deals.  And  eve 
when  Andy  does  see  them,  he  admits 
being  turned  off  by  egregious  dot-co 
hustlers.  He  must  be  turned  off  a  I 
these  days. 


GARY  RIESCHEL 
Softbank  Venture  Capital 
What  nobody  knows:  Majored  in  biol- 
ogy and  was  a  very  good  researcher 
Achilles'  heel:  "I'm  too  easily  excited 
Last  deal:  SportsBrain 
Most  famous  deal:  USWeb 
Biggest  mistake:  Passing  on  Inktomi 
Number  of  company  board  seats:  19 


With  his  work  shirts,  sandals,  and  h. 
beard,  Rieschel  looks  less  like  a  hig 
powered  VC  than  the  Northwest  kid 
once  was.  The  key  to  Rieschel  is  his  Q 
from  wrapping  chains  around  logs 
an  Oregon  lumber  mill  to  being  a  boh 
mian  at  Reed  College,  then  becorni 
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)uttoned-down  student  at  Harvard 

siness  School.  Rieschel  trained  as  a 

sarch  biologist,  but  corporate  Darwin- 

i  proved  far  more  exciting.  As  head 

n  at  Softbank's  venture  capital  wing, 

may  be  the  busiest  VC  in  the  indus- 

:  In  just  two  years,  Rieschel  and  his 

n  have  sunk  about  $2   billion  in 

>roximately    100    new   companies. 

it  doesn't  leave  much  time  for  con- 

iplation,  but  then,  maybe  Rieschel 

:sn't  need  it.   The   former  Intel 

director  knows  a  quality  startup 

:n  he  sees  one  —  it  took  only  20 

utes  for  his  team  to  put  $9  million 

L-Trade,  three  hours  to  sink  $106 

ion  in  Yahoo. 

)ur  sources  credit  Rieschel  with  a 

5  knowledge  of  the  Internet  service 

jistry,  as  well  as  being  a  fair  negotia- 

"He's  a  win-win  kind  of  guy,"  says 

i  observer.  Though  Rieschel  himself 

c  its  that  he  has  a  tendency  to  get  too 

rtionally  involved  with  his  compa- 

H  ("usually  a  path  to  certain  disaster," 

admits),  he  has  one  other  passion  as 

>   He  is  one  of  Silicon  Valley's  most 

k  ssive  oenophiles.  His  personal  wine 

ojction  contains  2,000  bottles. 

M  ROIZEN 

>o  iank  Venture  Capital 

W  t  nobody  knows:  She  was  a 

»rc  ssional  puppeteer  in  high  school. 

deles'  heel:  "I  have  a  hard  time 

■  g  no  to  entrepreneurs  who  want 

Hch  a  plan,  yet,  with  over  50 

Wning'  a  week,  I  fiave  to!" 


Last  deal:  ReelPlay.com 
Most  famous  deal:  Preview  Systems 
Biggest  mistake:  Picking  a  company 
based  on  market/technology  and 
overlooking  the  quality  of  the  team 
Number  of  company  board  seats:  7 

Who  would  have  guessed  that  the  unof- 
ficial doyenne  of  Silicon  Valley's  tech- 
elite  party  scene  would  make  our  list  of 
top  VCs?  Yes,  it's  a  bit  of  a  long  shot 
since  she's  been  a  venture  capitalist 
only  since  May  1999.  But  for  Heidi 
Roizen,  a  former  cheerleader  and  CEO, 
the  transition  from  heading  developer 
relations  at  Apple  to  becoming  a  VC 
was  as  natural  as  getting  together  with 
a  few  friends  for  drinks.  "If  you  didn't 
know  Heidi,  you'd  think  she  throws  a 
lot  of  good  parties  and  she  knows  a  lot 
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of  good  people,"  says  Ellen  Levy,  who 
landed  a  venture  capital  job  at  Soft- 
bank last  year,  thanks  in  part  to  intro- 
ductions by  Roizen.  "But  then  you 
listen  to  her  go  through  a  set  of  prob- 
lems or  evaluate  an  opportunity,  and 
she's  razor  sharp." 

Some  may  question  Roizen's  inclu- 
sion on  this  list,  since  she  has  yet  to 
prove  her  mettle  as  a  VC.  Still,  even  crit- 
ics laud  her  experience  on  the  opera- 
tional end  of  business.  Part  brainy  busi- 
nesswoman, part  social  butterfly,  the 
42-year-old  Softbank  managing  partner 
made  her  millions  in  1994  when  she 


sold  T/Maker,  the  software  company 
she  launched  in  1983  while  still  in 
business  school  at  Stanford  University. 
Roizen  has  fashioned  herself  as  a 
"mentor  capitalist" — acting  as  both 
an  adviser  and  a  shoulder  to  cry  on 
for  neophyte  CEOs  at  a  smattering  of 
startups,  including  SoftBook  Press  and 
Garage.com. 

Roizen's  modus  operandi  involves 
conducting  business  meetings  on  the 
treadmill  and  scheduling  tete-a-tetes 
with  entrepreneurs  in  the  foothills 
behind  Stanford.  A  bona  fide  Friend  of 
Bill,  Roizen  is  said  to  be  one  of  the  few 
people  who  have  managed  to  be  friends 
both  with  Microsoft's  top  dog  and 
his  arch  rival,  Sun  Microsystems' 
Scott  McNealy.  "I'm  a  people  person," 
Roizen  says,  adding,  "Do  deals  with  the 
people  you  want  to  work  with,  and  the 
success  will  follow." 

DON  VALENTINE  Sequoia  Capital 
What  nobody  knows:  He's  a 
movie  buff. 

Achilles'  heel:  His  reputation  for  not 
caring  about  people,  just  markets 
Last  deal:  DiCarta 
Most  famous  deal:  Cisco 
Biggest  mistake:  "Too  often  we 
distributed  shares  in  one  of  our  great 
companies  [i.e.,  Cisco]  too  early." 
Number  of  company  board  seats:  5 


D<*n  Vil-enW? 
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The  man  with  the  Golden  Gut,Valen- 
tine  was  a  veteran  VC  when  John  Doerr 
was  still  a  young  marketing  goober  at 
Intel.  Valentine's  skills  were  forged  in 
the  founding  flame  of  Silicon  Valley: 
Fairchild  Semiconductor,  where,  in  the 
company  of  geniuses  and  maniacs,  he 
was  the  toughest  (and  best-dressed) 
sumbitch  around.  In  the  28  years  since  he 
founded  Sequoia,  it's  been  a  Valley  rite  of 
passage  to  carry  your  business  plan  into 
this  bear's  lair  and  come  out  alive. 

No  VC  on  the  planet  has  Valentine's 
resume:  National  Semiconductor  (which 
he  cofounded),  Apple  (though  history 
forgets  that  he  bailed  early),  Atari,  LSI 
Logic,  Oracle,  Microchip  Technology,  C 
Cube,  and  Network  Appliance.  That's  at 
least  four  high  tech  revolutions.  And 
then,  of  course,  there  is  his  masterpiece: 
Cisco,  the  giant  he  discovered,  nur- 
tured, and  then  took  quickly  public  in  a 
breathtaking  move  that  set  the  standard 
for  VCs  ever  since.  His  $2.3  million 
investment  in  Cisco  would  be  worth 
$166  billion  today  —  probably  the 
greatest  venture  capital  play  in  high 
tech  history. 

Nobody  has  ever  claimed  that 
Valentine  is  a  friend  of  startup  teams, 
or  a  great  promoter,  or  a  technical 
genius.  But  most  would  agree  that  no 
one  has  ever  had  such  a  perfect  sense 
of  when  a  technology  and  a  market 
are  about  to  collide.  "He's  a  legend 
because  he's  got  such  great  instincts," 
says  one  source. 

Those  instincts,  honed  by  40  years  in 
tech,  also  make  Valentine  sui  generis. 
Many  younger  VCs  respect  him,  but 


The  Forgotten  Few 


few  attempt  to  be  like  him.  Valentine  is 
just  too  tough,  too  independent,  and 
too  prickly  to  ever  be  a  grand  old  man 
like  Arthur  Rock  or  Eugene  Kleiner. 
And  yet  the  new  world  of  venture 
capital,  with  its  hard-nosed  dealings 
and  internecine  wars,  is  surely  more 
Valentine's  child  than  that  of  any  of  his 
more  softhearted  peers. 

ANN  WINBLAD 

Hummer  Winblad  Venture  Partners 

What  nobody  knows:  "My  childhood 

nickname  was  Tecky,'  a  Swedish  name 

from  my  grandfather." 

Achilles'  heel:  Not  managing  time 

management 

Last  deal:  Intacct 
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Most  famous  deal:  Arbor  Software 
Biggest  mistake:  Entering 
markets  that  don't  exist.  Slate,  a 
pen-based  software  company,  was 
a  $2  million  mistake. 
Number  of  company  board  seats:  9 

Even  her  childhood  nickname,  "Tecky, 
was  an  augury  of  what  was  to  come 
Once  known  primarily  as  a  journalist 
software  company  founder,  and  Bi 
Gates'  vacation  pal,  Winblad  (who  is 
columnist  for  this  magazine)  has  prove 
herself  among  the  most  capable — anc 
as  our  survey  found,  most  admired- 
VCs  in  the  industry.  Her  rare  high  schoc 
combination  of  cheerleader  and  valedk 
torian  seems  to  have  made  Winbla 
uniquely  suited  to  Hummer  Winblad 
greatest  strength:  taking  on  small,  earl) 
round  startup  teams  and  teaching  ther 
to  act  like  real  companies.  She  isn't  sho 
on  guts,  either.  When  she  and  Joh 
Hummer  (a  former  center  for  the  Seatt 
Supersonics)  founded  HumWin  in  198 
their  $35  million  software-compan; 
only  fund  was  met  with  skepticism.  Aft< 
all,  how  could  anybody  make  mone 
with  code?  Well,  just  ask  Wind  Rive 
Berkeley  Systems,  and  Powersoft 
some  of  Winblad's  biggest  plays  <l 
the  era.  Her  current  hits?  Liquid  Audi  | 
Net  Perceptions,  and  MyPrimeTim 
Though  some  entrepreneurs  compla 
that  her  high  profile  —  as  one  of  tl 
first  women  in  the  VC  industry — sa] 
her  effectiveness,  Winblad  is  quick  I 
point  out  that  she  pushes  her  portfol 
companies  in  virtually  every  TV  ar 
press  interview. 


Believe  it  or  not,  VCs  exist  out- 
side of  high  technology,  although 
they  are  increasingly  practicing 
a  rare  and  endangered  art  form. 
It  used  to  be  they  lived  and  pros- 
pered in  four  industries:  restau- 
. .  retail  outlets,  nealth  care, 
v  distribution  channels 
tot)  But  now.  much 
ital  is  either  ieav- 
ors  completely  or 
ih  Havoi 

Fr 


waterhouseCoopers,  in  fact,  re- 
ported that  of  the  $35.6  billion 
in  venture  capital  invested  last 
year,  only  $3.2  billion  went  to 
nontech  companies. 

Out  of  this  original  four,  the 
only  sector  that  continues  to 
attract  VC  interest  is  restaurants. 
"We're  pretty  much  e-tail  pro- 
tected until  they  figure  out  a  way 
to  get  a  sub  down  a  modem  line," 
says  Eric  Lawrence,  a  partner  in 
Retail  &  Restaurant  Growth  Capital, 


based  in  Dallas,  Texas.  "But  if  you 
get  a  home  run,  then  it  doesn't 
matter  whether  it's  a  dot-com  or 
a  more  traditional  company." 

Well,  actually,  it  does... 

Restaurants  rarely  offer  a 
400%  return  on  capital  or  ramp 
up  more  than  1,000%  a  year. 
Yes,  the  opportunities  in  the 
sector  will  grow:  According 
to  the  National  Restaurant  Asso- 
ciation, in  the  1950s,  eateries 
accounted  for  25%  of  all  food 


dollars.  Now  they  account  for 
40%,  and  in  the  next  10  years  they 
will  jump  to  50%. 

Still,  even  the  most  optimistic 
nontech  VCs  can't  help  but  be  a 
little  defensive  about  their  deci- 
sion to  stay  the  course.  Says 
Lawrence,  "Just  because  tru 
has  been  a  five-year  history  of 
strong  growth  in  high  tech  does 
not  mean  that  it's  the  only  v 


to  make  money' 


NIALL  McKAY 
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THE  BEST  VCS 


EOFF  YANG  Redpoint  Ventures 

hat  nobody  knows:  He's  a  TV  addict, 

atching  a  lot  of  sports,  also  The 

)pranos,  Sex  in  the  City,  ER,  and 

est  Wing 

:hilles'  heel:  "I  don't  like  to 

ly  no." 

ist  deal:  Octopus.com 

ost  famous  deal:  Excite  (now 

[rite@Home) 

ggest  mistake:  "Hiring  a  CEO 

indidate  based  on  reference  checks. 

lad  to  fire  him." 

umber  of  company  board  seats:  12 

e  may  have  passed  on  E-Trade,  but  he 
isn't  missed  much  else — major  invest- 
ents  include  home  runs  such  as  Excite 
id  Foundry  Networks,  and  triples  like 
sk  Jeeves  and  TiVo.  Yang  is  seen  as  an 
:emplar  of  the  new  breed  of  VC,  com- 
ning  traditional  attributes,  such  as 
yalty,  with  more  than  a  little  modern 
If  promotion.  "Entrepreneurs  love 
)ing  deals  with  Geoff  because  he's 


very  loyal,"  says  a  source.  "He's  a  good 
up-front  guy  to  deal  with,  always  there 
when  you  need  him."  Yang  is  also 


fo-°ff  7^3- 


among  the  most  visible  of  the  younger 
generation  of  VCs. 

Though  he  claims  to  hate  saying 
no,  Yang  is  known  in  the  industry  as  a 
man  of  action.  Says  an  observer,  "He's 
always  willing  to  sit  on  the  board  and 
do  some  of  the  really  hard  work."  That 
has  led  to  concerns  about  Yang  being 
overextended.  It  also  means  that  he 
often  plays  the  bad  guy.  When  a  board 
has  to  can  the  CEO  or  change  the  com- 
pany's direction,  it's  usually  Yang  who 
wields  the  ax. 

WRITERS:  MICHAEL  S.  MALONE 

AND  SHELLEY  PANNILL 

REPORTED  BY  ALEX  FRANKEL, 

ANDREW  FREIBURGHOUSE, 

KARINA  KINIK,  TONI  LOGAN, 

AND  SHELLEY  PANNILL 

Methodology:  Ratings  for  the  VCs  were  based  on  the 
following  criteria:  industry  knowledge,  ability  to  help 
with  recruiting,  involvement  with  company,  fairness 
as  a  negotiator,  honesty,  openness  to  new  ideas,  ability 
to  provide  support  during  a  crisis,  and  accessibility. 


"There's  a  limit  to  the  benefits  of  telecommuting." 


"Not  the  way  Focal 
sees  it." 


The  freedom  to  work  from  home  used  to  come  with  a  hefty  phone  bill.  But  now,  whether  your  company's 

telecommuters  are  logging  on  to  your  network  or  just  checking  voice  mail,  you  can  trim  costs  dramatically. 
Make  every  telecommuting  call  a  local  call  with  innovative  solutions  like  our  Virtual  Office™  Service. 
With  a  communications  provider  like  Focal,  the  possibilities  are  unlimited. 


Local  without  limits. 
www.focal.com  Nasdaq:  FCOM 


rncogo.  Ne«  York,  Son  Francisco.  Los  Angeles.  Boston,  Philadelphia,  Northern  New  Jersey.  Oakland.  San  Jose,  Orange  County,  Washington  DC.  Northern  Virginia.  Seattle.  Detroit,  Fort  Worth,  Dallas,  Atlanta,  Houston. 


Evolve  connects  services. 


connects  people.  Evolve 

connects  you 


<3 

J 

S 
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How 
does  the  professional  services 
industry  meet  the  challenges  of  the 
new  services  economy?  By  Connecting  the 
Service  ChainT  with  e-business  solutions  from 
Evolve.  With  Evolve,  leading-edge  organizations  like 
yours  become  smarter.  More  adaptive.  More  efficient.  And 
because  Evolve  offers  the  only  end-to-end  Service  Chain 
solution,  you're  able  to  build  teams  more  effectively,  con- 
necting the  right  people  with  the  right  knowledge  to  the  right 
projects,  every  time.  All  of  which  leads  to  improved  deployment 
of  resources.  Streamlined  operations.  Greater  employee  and 
customer  satisfaction.  And   perhaps   most  importantly, 
maximized  profitability  and  continued  long  term  success. 

Get  the  solution  that's  already  the  choice  of  leading 

professional  services  organizations  by  connecting 

to  www.evolve.com,  or  calling  (888)  2-EVOLVE. 

Because  in  this  evolving,  services-dominated 

world,  it  pays  to  be  connected. 

Evolve.  Connect.  Thrive™ 
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www.evolve.com 
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Tales  from  the 


[ 


Venture  Capital 


] 


CAPITALIST     GHOULS, 

STARTUP     FOOLS, 

WHEN      MONEY      RULES 

ILLUSTRATIONS     BY     MATT     MAHURIN 


T  S  THE  BEST  AND  THE  WORST  OF  TIMES  TO 


BE  A  VENTURE  CAPITALIST.  THE  VCs  HAVE 


NEVER  HAD   MORE  MONEY  TO   PLAY  WITH   OR   BETTER   IDEAS  TO   FUND.  NOR 


HAVE  THE  PUBLIC  MARKETS  OFFERED  THEM  A  MORE  LUCRATIVE  EXIT  STRATEGY. 


Yet  as  everyone  stampedes  to  get  into  the  moneymaking  game,  the 


GOOD  TIMES  ALSO   HAVE  CREATED   FIERCE  COMPETITION.  THIS   COMPETITION, 


AMONG  OTHER  THINGS,  HAS  CREATED  STRONG  EMOTIONS,  FRENETIC  ATTITUDES, 


RECKLESS  BEHAVIOR,  AND  MORE  THAN  A  FEW  OVER-THE-TOP  STORIES. 
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J  am  really  disappointed  in  the 

•lure  business.  There  is  hardly  a  good 

person  left.  1  think  the  Valley  used  to  he  a  lot 

more  about  mentoring  young  entrepreneurs 

and  helping  the  building  process. 

It's  much  more  about  deals  and 

transactions  now.JJ 

— One  of  the  country's  top  VCs 


■m 


**r 


« 


The  consistent  error  that's  going  to 
be  made  in  this  environment,  both  Iry  entrepre- 
ttrs  ami  Vt  s,  is  you're  not  going  to  know,  really, 
■'  you  with.  I  mean,  wham,  bang! 


//.*?  num 


>tl>ei  cvdes  there's  been 


•tal  appn>  ac!\  u  bai  I    air  mutual 
t  exist  now. 

lield  Fund 


Sobbing  on  the  Roadside 

Peter  Jackson,  CEO  and  president  of  Intraware, 
a  business-to-business  company: 

During  our  B  round  of  funding  I  took  Ken  Fox  [of  Inter 
net  Capital  Group]  to  a  baseball  game  at  Candlestick 
and  he  tells  me,  "I  love  this  Intraware  thing — don't  burr 
me."  I  was  pitching  to  a  number  of  VC  firms  at  the  time— 
NEA,  Canaan,  Accel  —  and  everyone  was  interested,  bir 
when  it  came  down  to  the  deadline  to  conr 
municate  intent,  NEA  backed  away. 

Fox  calls  me  up  from  a  ski  trip  he's  on  ano 
says,  "Just  promise  me  a  couple  of  millioi 
bucks  of  this  stuff,"  so  I  tell  him  that  ICG  can  b* 
the  lead  investor  because  NEA  can't  get  the  dea 
past  all  of  the  partners,  and  he  says,  "WeVi 
going  to  go  in  NEA's  direction." 

I'm  thinking,  "Damn,"  and  I  drive  up  Highwa 
101  drained  because  the  bottom  has  fallen  out  o 
the  entire  deal.  It's  raining,  and  I  pull  over  and  d< 
a  big  crybaby  routine.  I've  got  a  payroll  to  meet  u 
60  days,  the  whole  nine  yards ...  and  my  cell  phon 
rings  and  it's  Mark  Hoffman  [now  CEO  and  chair 
man  of  Commerce  One]  and  I  tell  him  that  ever) 
one  hates  me  and  that  life  sucks,  and  he  say; 
"Hey,  don't  worry  about  it,  I  believe  in  you.  Y 
wire  you  a  million  dollars  on  Monday."  I'm  lik< 
"You  will?"  He  says,  "Yeah,  and  I'll  tell  the  VC 
who  just  invested  in  our  company  that  they  berte 
invest  in  you." 

So  I  get  over  that  hurdle,  get  $2.6  million  i, 
the  B  round.  In  60  days  I'm  doing  $1  million 
month  and  things  are  looking  good. 

All  of  a  sudden  phones  start  ringing  off  tb 
hook  and  Doug  Mackenzie  [of  Kleiner  Perkin 
wants  to  take  me  to  lunch.  I'm  feeling  goo 
now...verrry  goood.  I  drive  back  to  my  office  an 
there's  a  message  on  my  phone  from  Mackenz 
saying  that  they  want  to  start  due  diligence.  I'i 
like,  "WOW". ..I'm  juiced! 

So  they  start  their  due  diligence  and  we  g 
back  and  forth  on  what  the  valuation  shou! 
be.  I  get  this  call  on  a  Thursday  from  Doug  sa; 
ing  before  they  can  do  the  final  sign-off  I  need  to  come  dow 
and  give  a  presentation  to  all  the  partners.  I  walk  into  th 
huge  room,  with  a  long  wooden  table  running  the  length  i 
the  room,  and  they  are  all,  like  18  people,  sitting  there- 
Siegelman,  Vinod  Khosla,  William  Randolph  Hearst  III — ar 
me.  Doerr  comes  in  with  his  wireless  laptop  and  other  device 
I  try  to  do  the  classic  thing  of  visualizing  my  audien* 
naked,  and  I  go  through  this  presentation  for  about  vt. 
hours,  lots  of  Q&A,  and  it  finishes.  I'm  a  big  believer  in  omer 
and  at  the  end  Doerr  comes  up  to  me  and  says,  "Good  jo 
Tim."  So  I'm  convinced  that  this  deal  is  not  going 
happen  because  he  doesn't  even  know  my  name! 

While  Kleiner  was  doing  due  diligence  on  us,  we  were  tJ 
prettiest  girl  in  town — everyone  called,  Venrock  couldr 


Forb.i   ASAP 


to  do  lunch  with  us,  investment  banks  were  calling,  and 
i  Balen  called  after  dropping  us  in  an  earlier  round  and 
that  he  thought  he'd  made  a  mistake.  So  the  day  after  I 
e  the  presentation,  I  was  riding  high.  That  evening  was 
wife's  birthday,  at  Trader  Vic's  in  Emeryville.  I  get  a  call 
ninutes  before  I  leave  from  Doug  Mackenzie  saying, 
y,  we  wrestled  until  late  in  the  night  and  we  couldn't  get  a 
)le  of  the  partners  turned  around."  I  get  off  the  phone  and 
im,  "Dammit... it  happened  again." 
walk  out  of  the  office  determined  not  to  blow  my  wife's 
iday  over  this.  So,  Trader  Vic's  is  famous  for  its  old-style 
Tai.  Old-style  meaning  that  they  use  three  times  the 
unt  of  rum  that  a  new-style  Mai  Tai  has  in  it.  I've  got 
Jt  three  of  these  Mai  Tais  in  me  when  my  father-in-law 
his  arm  around  me  and  asks  how  business  is  going.  I 
:  crying.  I  finally  get  away  from  the  table  and  go  check  my 
email  messages  on  the  pay  phone,  and  the  word  has 
idy  gotten  around  that  KP  was  out  and  Venrock,  H&Q, 
several  others  all  bailed.  At  that  point  I  was  truly  emo- 
ally  strung  out. 

ly  wife  drives  me  home  and  tries  to  put  me  in  bed,  but  I'm 

ich  a  state  that  I  decide  it's  a  good  idea  to  sit  down  at  my 

outer  and  send  John  Doerr  an  email! 

m  in  there  typing  away  about  commitment,  and  commu- 

and  family  values,  and  [I'm]  just  all  over  the  place.  "John, 

decision  is  too  harsh,  and  I  beg  of  you  to  revisit  your 

|  ion."  It  was  articulate  and  detailed,  but  definitely  rum 

|:ed.  When  I  finished  typing  I  just  stared  at  the  message 

vondered  if  I  was  being  this  sappy  crybaby  to  the  biggest, 

powerful  venture  capitalist  in  the  whole  world.  So  I  took 

breath  and  went  for  a  walk  around  the  block  to  cool 

j.  I  came  back  in  and  looked  at  the  email,  and  the  little 

>r  was  just  hanging  over  the  Send  Mail  button  on  my 

a.  I  just  SLAMMED  down  my  fist  on  the  mouse  and  sent 

mail  off.  After  that  I  leaned  back  in  my  chair  and  said, 

t's  it,  you're  toast." 

le  next  day  I  get  an  email  back  from  Doerr.  I'm  expect- 
le  worst,  but  it  says,  "We  changed  our  minds,  we're  in 
;al."  RODES  FISHBURNE 


Feeding  Frenzy 

■  id  Sarrat,  former  CEO  and  president  of  Linuxcare.  a  San  Francisco-based 

Linux  professional  services  and  support  provider: 

^'e  wanted  $25  million  to  bridge  us  over  to  an  IPO, 

I  but  we  ended  up  with  all  these  people  wanting  to  give 

a  'in  S300  million.  It  was  a  painful  process.  I  immediately 

■  d  calling  anyone  else.  Basically,  it  became  an  incessant 

■  :r  of  calls,  people  trying  to  meet  me  on  the  weekends, 
It.  A  feeding  frenzy.  ANDREW  FREIBURGHOUSE 


■  ■  Five  years  ago,  venture  funds  always 

shared  a  fund.  They'd  invite  in  a  friend.  Now 

they  very  rarely  invite  other  venture  funds.  If  ifs 

a  good  deal  they  want  to  hoard  it.  That's  not 

good  for  entrepreneurs.'* 

— Mike  Volpi,  chief  strategy  officer, 

Cisco  Systems 


The  more  capital  and 

more  competition  there  is,  the  less 

due  diligence  that  gets  done.  In  the  early 

days  of  the  Internet,  you  could  spend  9  months, 

12  months  figuring  out  what  your  business  model 

was.  You  could  spend  a  bunch  of  time  getting 

your  product  right.  Today,  we  assume  in  any 

company  that  we  start  there's  probably  5  to  10 

other  people  who  are  just  as  smart  as  we  are, 

who  have  access  to  a  lot  of  capital,  and  who 

have  the  same  idea  that  we  have.  And 

the  winner  will  be  the  one  who  can 

execute  it  best  and  fastest)  ' 

— Jake  Winebaum,  cofounder,  eCompanics; 

general  partner,  eCompanics  Venture  Group 


''There  is  a  whole  set  of  junior 

varsity  YCs  out  there  right  now.  They're 

a  bunch  of  parasites  with  no  business  being 

in  the  Valley.  The  most  important  thing  to  ivatch 

for  after  your  company  goes  public  is,  Which 

VCs  are  going  to  sell  their  shares  after  lock-up 

period  ends?  That  six -month  period  ends  and 

those  junior  varsity  VC.s  have  sold  and  are 

out  the  door.  They  could  wreak 

havoc  on  your  business.'  ' 

—  Peter  Jackson,  CEO 

and  president  of  Inirau 
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"The  large  availability 

of  capital  is  putting  a  lot  of  people  in 

business' who  don't  have  established  networks 

for  investing — seeding  potential  destruction 

through  overpricing,  overfunding. 

—  Alan  Patricof,  founder  and  chairman, 

Patricof  &C  Co.  Ventures 


Killing  Your  Wife 


A  leading  VC: 

A  venture  firm  was  pitching  a  deal  to  us,  and  the 
said  they  would  kill  a  [competitive]  investment  in  ord( 
to  get  into  the  deal.  They  would  go  out  and  fire  the  CEO,  fij 
the  managers,  and  shut  down  the  other  company  in  order  t 
get  into  this  other  deal.  It's  like,  "Well,  you're  prettier,  so  I'i 
going  to  go  home  and  shoot  my  wife,  so  I  can  get  marriec 
someone  else."  TONI  LOGA 


A  Lame  Deadline 

Jeff  Bonforte,  cofounder  and  CEO,  i-drive.com, 
a  Web-based  storage  service: 


re. 


s?e 


iecause  of  competition,  people  are  resort- 
less  than  gentlemanly  behavior:  bidding 
eiiig  /«ls  than  cordial,  misrepresenting 
competitors,  committing 
:it  due  diligence,  t  * 
icral  partner. 


I  really  wanted  money  from  Draper  Fis 
Jurvetson,  specifically  Jurvetson.  I  had 
about  them  a  year  before  and  pledged  to  mys 
that  I  would  convince  them  to  invest  in  a  cor 
pany  of  mine.  So  finally,  when  I  got  the  gra 
light  from  Draper  to  present  our  plan,  I  w 
jazzed. ..but  we  had  already  found  a  VC  firm 
the  first  round.  I  got  the  okay  to  share  the  roun 
but  we  were  very  close  to  signing  terms.  So  wh 
1  presented  [to  Fisher  Jurvetson],  I  told  them  th 
had  only  18  hours  to  make  a  decision,  or  I 
going  to  go  with  someone  else.  The  next 
they  called  and  said  yes,  but  told  me  that  th 
would  have  told  me  during  the  meeting  bu 
gave  them  the  lame  18 -hour  deadline,  so  they 
me  sleep  on  it.  ANDREW  FREIBURGHOU-' 


A  Stab  in  the  Back 


Chad  Waite  of  Olympic  Venture  Partners: 


w; 


E  HAD  BEEN  WORKING  with  the  COITipa 

for  a  period  of  four  or  five  months,  he 
ing  them  flesh  out  their  business  plan  and  get  i 
strategy  appropriately  honed.  We  had  alrea 
invested  in  the  company,  putting  in  $500,000  for  the  first  fur 
We  introduced  it  to  a  couple  of  [fellow]  venture  funds  we  r 
done  work  with  in  the  past.  One  of  the  venture  funds  sen 
couple  of  people  to  meet  with  this  company,  and  at  their  fi 
meeting,  they  told  the  company,  "We  like  this  deal  a  lot  and 
want  it  all.  Why  are  you  doing  business  with  these  other  guy: 
That  tactic  didn't  work  because  the  entrepreneur  was  hon 
able  and  had  worked  with  our  firm  in  a  previous  deal, 
decided  life  is  too  short  to  screw  your  buddies  and  turn  on 
people  who  have  supported  you  in  the  past.  He  said,  "N( 
don't  want  to  work  that  way"  and  decided  to  stay  with  us. 

TERRY  NAC 


^ISONING  THE  SECOND  ROUND 

A  woman  senior  executive  at  a  hardware  company: 

""he  founders  of  the  company  picked  our  investors 
for  the  first  round  without  understanding  that  some  of 
m  weren't  part  of  the  Sand  Hill  Road  club.  They  were 
iple  the  founders  trusted,  but  that  didn't  matter.  The  word 
it  out  that  we  didn't  have  first-class  investors,  and  sud- 
Jy  it  seemed  we  were  poisoned  for  a  second  round  that  we 
ded  very  badly.  What  saved  us  was  that,  in  the  loop  of 
se  rumors,  we  had  a  friend  of  a  friend  who  was  willing  to 
tie  to  us  and  say,  "This  is  what  you  guys  have  done 
jng."  Armed  with  that  information,  we  were  able  to 
bark  on  the  beginning  of  a  second  round,  and  then  the 
pevine  did  the  rest,  as  it  usually  does.  In  the  end  we've 
n  quite  successful,  but  I  can't  help  thinking  that  without  a 
ndly  word  at  the  right  time,  we  would  have  been  dead  in 
water.  KIP  CROSBY 


Aspen  Getaway 

Jerry  Colonna,  cofounder  and  managing  partner,  Flatiron  Partners: 

TTe  were  competing  for  a  deal  about  a  year  ago,  and 

V  the  senior  partner  of  the  firm  we  were  competing 
h — West  Coast,  Sand  Hill  based — heard  that  we  were 
e  to  signing  the  term  sheet.  So  they  flew  the  entrepreneurs 
to  their  house  in  Aspen  to  go  skiing  with  them  and  basi- 

Y  locked  the  deal  up  over  a  weekend.  KARINA  KINIK 


There's  going  to  be  a  bloodbath 

of  these  firms  doing  ine-too  deals,  and  it's  going 

to  be  bad  for  the  entrepreneurs.  And  eventually 

bad  for  the  VCs  because  those  investments  are 

going  to  go  down  the  toilet,  and  there's  going 

to  be  some  ugly  incidents  along  the  way** 

— Jim  Breyer,  managing  partner. 

Accel  Fanners 


''Because  more  and  more 

VCs  are  doing  more  deals,  they  have  less 

and  less  time  to  be  involved  on  the  boards 

of  those  companies,  much  less  time  to  think 

strategically  and  clearly  about  each  of  their 

investments.  So  it  puts  a  startup  in  a  poor 

position,  to  be  involved  with  a  VC  whose 

attention  is  so  unfocused.'' 

— Steve  Raschke.  founder, 

CEO,  and  president  of  Sage  Systems, 

a  home  networking  company 


>AUGHT  IN  THE  GARAGE  DOOR 

A  programmer/entrepreneur: 

)R  the  last  several  years  I've  been  working  on  devel- 
>ping  an  educational  product.  Someone  recommended 
I  try  Garage.com — Guy  Kawasaki's  Web  site  that  offers 
ed,  first-round  funding  together  with  advice  and  intro- 
ions  that  will  hook  you  up  with  venture  capital.  They 
you  their  forms  and  allow  you  a  month  to  fill  them  out 
submit  them,  which  is  a  good  idea  because  it  makes  you 
: — you  shouldn't  just  turn  that  material  around  as  fast  as 
an.  The  forms  aren't  easy,  and  I  spent  about  80  hours  on 
.  I  wanted  to  do  the  best  job  I  could,  and  I  turned  them 
the  last  possible  minute  —  half  an  hour  before  midnight 
le  last  day.  The  next  morning  at  eight  I  booted  up  my 
uter,  checked  my  email,  and  found  a  message  from  them 
g  that  they  were  rejecting  my  proposal  because  they 
:  feel  it  fit  with  their  mission.  I'd  been  turned  down  in  a 


** I  predict  that  something 

like  the  '80s  S&L  scandal  is  going 

to  happen  to  the  VC  industry.  When  the 

market  turns,  it's  going  to  turn  on  the  public 

investor.  He's  the  last  guy  on  the  pile.  The 

VCs  gone  by  then.  He  got  in  low  and 

he  got  out  high. '  ' 

—  Silicon  Valley  CFO 

of  an  Internet  company 
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I  am  the  common, 

everyday  vocabulary  of  commerce. 

I  am  the  language  that  articulated 

the  car  you're  driving, 

shirt  you're  wearing, 

book  you're  reading, 

film  you're  watching, 

product  you're  selling, 

paycheck  you're  earning, 

and  swordfish  you'll  have 

at  that  restaurant  tomorrow. 

I  am  the  linchpin  under  all 

the  world's  commerce. 

Wkt  1 9  the  linchpin  under  me? 


We're  investing  6  billion  dollars  in  the  most  far-reaching  deployra 
broadband  out  there.  We're  one  ol  the  largest  network  integrators 
a  providei   ol  advanced,  global  (Commerce  solutions    V\ 
1  he  combined  strengths  ol  taneritech,  Pacific  Bell,  f 

.Southwestern  Bell  and  SNET  You're  demanding  mote  g^ gmg\ 

Start  expecting  more  mPmfv 
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I  LOOK  AT  THE  CAUSES, 

THE  FRAGMENTATION, 

AND  THE   FUTURE 


ERIC  W.  PFEIFFER 


I     OW,    IT   S    OFFICIAL: 

^k  The    once-staid    ven- 

^^^  ture   capital   commu- 

^^^1       nity  has  morphed  into  a 

^B  free-for-all  brawl,  and 

^B         the   obvious    culprit 

^B  I    is  money,  oodles  and 

es  of  it:  about  $133  billion  in  the 

five  years. 

4oney  is  doing  to  the  VCs  what  it 
to  those  craven  desperadoes  in  B. 
ven's  classic,  The  Treasure  of  the 
ra  Madre. 

n  some  cases,  lured  by  richer 
rns,  VCs  are  jilting  entrepreneurs  at 
altar.  They  are  refusing  to  work 
compatriots  and  are  more  than 
>y  to  bad-mouth  .competitors.  Oddly 
gh,  VCs  are  even  using  some  of  the 
:  words  as  the  desperadoes:  "exploding"  term  sheets 
:re  entrepreneurs  get  48  hours  to  say  yes  or  no  on  a  deal 
self-destructs)  and  "shootouts"  (intensely  competitive 
s  for  deals).  Far  from  giving  them  the  good  life,  the  huge 
ase  in  capital  has  made  the  life  of  the  traditional  VC 
a  and  dirty.  But  even  more  important,  it  has  created  frag- 
:ation  and  competition  the  likes  of  which  have  never 
'e  been  seen  in  the  industry. 

:t  money  is  not  the  only  factor  to  blame  in  all  this. 
her  is  opportunity,  or  what  VC  Geoff  Yang  of  Redpoint 
ires  likes  to  call  "boiling  the  ocean."  The  Internet  is  such 
jor  technological  revolution  that  it  lets  entrepreneurs 
lpossible  things,  like  completely  transforming  industry 


casting.  In  other  words,  it  lets  them  boil  the  ocean. 

The  Internet  also  has  created  an  efficient  transfer  of  infor- 
mation. "The  biggest  difference  now  is  that  the  information 
flow  is  perfect,"  says  VC  John  Mumford  of  Crosspoint  Ven- 
ture Partners.  "An  entrepreneur  can  go  to  our  Web  site  and 
see  what  deals  we've  done,  talk  to  anyone  they  want,  and 
know  if  we're  right  for  them." 

When  you  put  all  these  factors  together,  you  have  an  equa- 
tion that  would  make  any  entrepreneur  proud:  Transforma- 
tive ideas  +  billions  of  dollars  in  funding  +  easy  exit  strategies 
(271  venture-backed  companies  went  public  in  1999)  +  fan- 
tastic returns  (easily  more  than  100%)  =  a  tidal  wave  of  peo- 
ple wanting  to  get  into  the  VC  game.  Since  1995,  the  number 
of  firms  has  nearly  doubled  and  now  stands  at  620.  When 
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you  factor  in  private  equity  funds  that  handle  later-stage 
investing,  that  number  could  go  as  high  as  1,000, 
according  to  the  National  Venture  Capital  Association. 

And  no  longer  are  the  VCs  competing  just  among 
themselves.  An  estimated  million — yes,  a  million — angel 
investors  (see  "Cities  of  Angels,"  April  3,  2000)  are  now 
in  the  game,  and,  increasingly,  corporations,  leveraged- 
buyout  firms,  consulting  firms,  and  even  college  students 
and  the  CIA  are  joining  the  fray.  And  it  is,  in  every  sense 
of  the  word,  a  gigantic,  fragmented  fray.  In  fact,  Mike 
Volpi,  chief  strategy  officer  at  Cisco,  and  others  believe 
the  business  is  fracturing  along  five  different  fault  lines. 

VCs  are  playing  with  all  sorts 
of  dangerous  weapons  like 
"exploding"  term  sheets. 


Stage  of  investing:  Firms  are  increasingly  establishing 
turf  depending  on  what  round  they  fund.  But  the  really 
intense  competition  is  happening  at  the  earliest  stages. 
"Everyone  wants  in  earlier,"  says  Peter  Currie  of  The 
Barksdale  Group.  "At  each  stage,  the  valuations  of  these 
companies  are  going  up,  and,  therefore,  to  increase 
returns  these  investors  have  got  to  get  in  earlier." 

Technology  expertise:  More  and  more  firms  are  becom- 
ing experts  in  certain  fields,  such  as  e-commerce  or  net- 
working or  telecommunications.  Nowhere  is  this  more 
evident  than  in  firms  such  as  the  publicly  traded  Internet 
Capital  Group,  which  invests  only  in  the  business-to 
business  space.  "It's  only  a  matter  of  survival  for  the 


VC,"  says  Volpi.  "You  have  to  develop  an  edge  by  spe- 
cializing." For  these  firms,  of  course,  the  danger  is  they 
will  define  too  narrow  an  edge  and  be  left  behind  when 
the  technology  evolves. 

Brand  name:  Specialization  doesn't  mean  a  few  great  gen- 
eralists  won't  continue  to  prosper.  They  will,  however, 
tend  to  be  such  top-tier  players  as  Kleiner  Perkins  Caufield 
&C  Byers  or  Sequoia  Capital,  whose  brand  names  carry  just 
as  much  weight  as  any  expertise  ever  could.  Following  the 
law  of  landgrabs,  it  will  become  harder  for  new  firms  to 
join  this  top  tier  and  develop  a  brand  all  their  own. 

Type  of  support:  VC  firms  also  are  starting  to  establish 
niches  by  the  kinds  of  services  they  offer:  recruiting,  IT, 
and  marketing.  Accel  Partners,  for  example,  claims 
it  offers  more  hands-on  experience  to  entrepreneurs 
because  its  partners  include  former  CEOs. 

Size:  In  the  venture  business,  size  does  matter — a  lot. 
Firms  that  end  up  raising  billion-dollar  funds  (to  date, 
there  are  eight,  according  to  the  National  Venture  Capi- 
tal Association)  aren't  likely  to  be  interested  in  little  $5 
million  deals.  This  will  limit  which  technologies  anc 
companies  they  are  interested  in  pursuing.  It's  not  just ; 
matter  of  capital,  either.  We  are  seeing  firms  differentiatf 
themselves  by  how  many  portfolio  companies  they  haw 
and  the  size  of  the  resources  they  can  bring  to  bear. 

Naturally,  those  firms  that  don't  reside  comfortabl) 
along  one  of  these  five  fault  lines  aren't  going  to  pros 
per — and  they  may  not  even  survive.  The  biggest  losers 
could  be  midtier  firms  whose  brands  will  lose  luster  wit! 
the  increase  in  competition.  Another  possible  loser 


The  Hemline  Effect 


What  any  self-respecting  VC  (and 
there  are  surprisingly  many)  would 
have  us  believe  is  that  doling  out  venture 
capital  is  a  science.  Or  at  least  something 
more  calculated  than  an  out-and-out  roll 
of  the  dice.  But  even  the  smartest,  most 
resolutely  objective  professionals  on  Sand 
Hill  Road  are  susceptible  to  the  buzz,  to  the 
latest  trend,  to  what  someone  said  was 
really,  truly  cool. 

Call  it  the  hemline  effect.  Remember  the 

midi — the  mid-calf  fashion  disaster  that 

<:lmost  killed  the  fashion  industry  in  the 

POs?  Fa&hio.i  is  fickle,  so  in  an  effort  to 

jatigc  what's  *u  courant  in  high  tech,  we 

viewed  a  dozen  or  so  VCs 

o         what's  not: 
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What's  Hot 

•  Information  technology  merging  with 
pharmaceutical  diagnostics  is  fairly  cool, 
and  getting  cooler.  Or  hotter.  Whatever, 
the  VCs  are  all  atwitter. 

•  Wireless  is  absolutely  molten. 

•  Internet-oriented  companies.  But  not 
just  any.  Text-only  is  as  ancient  as  heroin 
chic.  Images  and  audio  are  a  must,  and 
startups  that  just  find  customers  and 
satisfy  them  are  a  yawn,  but  those  that 
"capture"  customers  are  in.  Never  mind 
a  bond;  bondage  is  where  it's  at. 

•  Commerce  infrastructure  is  looking 
so  fine;  data  communications  still  packs 
a  lot  of  geek  chic.  VCs  who  really  do 
know  what  color  the  new  black  is 
have  one  word  for  us:  Optical. 
Now  get  with  it. 


What's  Not 

•  Companies  that  actually  make  things. 
Never  mind  how  brilliant  the  device,  or  how 
sound  the  business  plan,  the  VCs  aren't 
ikely  to  applaud  as  hardware  sashays 
down  the  runway. 
1  Business  to  consumers.  Where've 
you  been?  That  quaint  concept 
went  belly  up  as  long  ago  as 
last  Christmas. 
Beware  of  that  vague  and 
vaguely  retro  term  "general 
purpose."  There's  just  not  a  lot 
of  buzz  around  ideas  that  might 
solve  a  lot  of  problems.  Except 
maybe  general-purpose  micro- 
processors, which  aren't  really  trendy, 
unless  they're  related  to  "telecom 
packets."  OWEN  EDWARD* 
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Pssst,  hey  buddy. 
Can  you  hear  me? 


t*' 


?|iuc  uoicc  has  come  to  the  ilUcb.    ,. 


People  are  speaking  freely     to  businesses  e 


y.  Join  the  conversation.  Get  live  voice  now  ,it  www.hearme.com. 
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small  firms.  If  they  don't  have  the  wherewithal  to  beef 
up  the  resources  they  can  offer  entrepreneurs,  they  will 
compete  more  and  more  with  angel  investors,  who  typi- 
cally offer  better  terms. 

Another  loser  in  all  this?  Institutional  investors.  As 
VC  firms  continue  to  reap  huge  rewards,  they  are  turn- 
ing less  and  less  to  the  institutions  for  capital  and  more 
to  themselves.  For  its  latest  billion-dollar  fund,  CMGI 
raised  $300  million  from  its  general  partners.  About 
10%  of  Benchmark's  $1  billion  fund,  or  $100  million, 
has  come  from  its  partners. 

The  biggest  losers  could  be  midtier 
firms  whose  brands  will  lose  luster 
in  the  competition. 


While  the  VC  industry  will  fragment  further  in  the 
future,  there  also  could  be,  paradoxically,  consolidation. 
Redpoint's  Yang  and  Crosspoint's  Mumford  believe 
power,  money,  and  branding  will  coalesce  around  a 
handful  of  top-tier  firms.  How  many?  Maybe  as  few  as 
five.  "There's  probably  five  or  six  firms  who  have  triple- 
digit  consistent  returns,  and  then  there's  a  much  bigger 
gap  than  there  used  to  be,"  says  Mumford.  This  trend,  if 
true,  doesn't  bode  well  for  those  midtier  firms  again: 
They  aren't  large  enough  to  play  with  the  big  boys  but 
are  too  large  to  play  with  the  small  fry. 

Another  factor  that  will  haunt  the  VC  business  in  years 


to  come  is  scaling,  that  is,  whether  or  not  tradition 
VC  firms  can  grow  to  handle  more  investments  and  moi 
portfolio  companies.  "It's  not  a  business  that  suppor 
a  structure  with  hundreds  of  partners,"  says  Jal> 
Winebaum,  cofounder  of  E-companies,  an  incubate 
In  other  words,  there  is  a  limit  to  the  number  of  qual 
fied  partners  a  firm  can  hire.  "It's  an  apprentice  bus 
ness,"  says  Yang.  The  very  structure  of  a  partnersh 
(i.e.,  decision  making  by  consensus)  also  tends  i 
stymie  growth. 

On  the  other  side,  however,  are  those  who  believe  tl 
venture  business  can  scale.  Softbank  Venture  Capit 
and  CMGI,  public  and  quasi-public  VC  firms,  are  gro\ 
ing  their  businesses  by  bringing  in  lots  of  resources  ( 
and  head-hunting  departments)  so  they  can  serve 
growing  number  of  portfolio  companies.  If  they 
successful  in  pulling  this  off,  they  could  ultimate 
surpass  the  top-tier  firms  in  terms  of  the  quality  of  th< 
deals  and  the  power  of  their  brands. 

Needless  to  say,  it's  a  crazy,  mixed-up  time  to  be 
the  venture  business  as  it  goes  mainstream.  The  indi 
try  has  changed  a  great  deal  in  the  past  five  years  an 
no  doubt,  will  change  even  more  in  the  next  five.  Ul 
mately,  if  VC  firms  continue  to  reap  huge  returns,  co 
tinue  to  invest  wisely  in  "boiling-the-ocean"  com 
nies,  and  continue  to  fund  themselves,  they  cot 
transform  themselves  into  a  powerful  new  breed, 
call  them  merchant  banks.  In  this  Internet  revolutic 
stranger  things  have  happened. 

ADDITIONAL  REPORTING 
ANDREW  FREIBURGHOUSE  AND  KARINA  Kir 


The  Corporate  Competitor 


Say  hello  to  the  new  breed  of  corporate  VC.  The 
old  breed  used  to  happily  base  investment  deci- 
sions on  whether  or  not  they  helped  the  corpo- 
ration acquire  new  technologies  or  expand  its 
market.  No  more.  Some  companies,  such  as 
Nokia  and  Lucent  Technologies,  are  acting — in 
all  respects  — like  traditional  VCs.  In  other 
words,  their  unapologetic  aim  is  to  make 
money — lots  of  money. 

"Right  now,  my  mandate  is  pretty  simple — 
to  make  good  investments,"  says  John  Malloy,  a 
partner  at  Nokia  Ventures,  the  cellular  phone 
giant's  $100  million  fund.  "We  don't  compromise 
on  R0I."  Nokia's  venture  arm  is  set  up  as  a  gen- 
eral partnership  seeking  to  invest  in  early-stage 
Internet  services  and  enablers.  Malloy  and  part- 
ed seats  and  play  an  active  role  in 
portfolio  companies  grow.  Their 
its  include  with-it  Web  endeavors 
is  MongoMusic,  where  you  can  click  on  a 
ler  similar  sounds  to  purchase, 
an  online  family  game  site. 
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"Ultimately  it's  the  existence  of  our  fund  that  is 
strategic  to  Nokia,  not  its  individual  invest- 
ments," says  Malloy. 

Lucent  Venture  Partners,  with  $250  million 
in  two  funds,  also  is  acting  like  a  traditional 
venture  capitalist.  Although  the  fully  owned 
subsidiary  of  Bell  Labs'  parent  company  invests 
primarily  in  telecom-related  startups,  profit  does 
not  take  a  backseat.  "We  decided  early  on  not 
to  get  caught  in  a  situation  where  we  got  so 
enamored  with  the  potential  strategic  value 
or  synergy  that  we  would  ignore  financial 
return,"  says  John  Hanley,  who  heads  Lucent's 
venture  effort. 

This  activity  is  fundamentally  different  from 
the  first  wave  of  corporate  investing,  which 
occurred  in  the  1970s  and  saw  corporate 
investors  looking  to  diversify  their  holdings 
or  fill  out  their  product  lines.  It's  also  differ- 
ent from  the  second  wave:  In  the  1980s, 
corporations  acted  as  limited  partners  and  out- 
sourced their  investing  to  independent  venture 


capitalists,  who  acted  as  general  partn< 

So  why  the  change?  "Corporations  are : 
ing  so  much  in  returns  from  the  venture  fur 
and  they  want  a  piece  of  the  action," 
David  Taylor  of  TFSD/Venture  Economics. 

Granted,  this  move  toward  R0I  is  not  ci 
pletely  new  Redirecting  energy  from  synerg 
financial  returns  is  primarily  cyclical,  "ebbing 
flowing  with  the  economy,"  maintains  Taylor 

But  what  is  new  is  the  sheer  lust  for  ROI 
the  volume  of  money  involved.  Last  year,  coi- 
rate  VC  investing  hit  a  record  $7.4  billion, 
from  $1.3  billion  the  previous  year,  according 
Venture  Economics.  That  is  at  least  twice 
rate  of  increase  in  regular  venture  capital. 

While  most  corporations  will  contiii 
to  take  a  backseat  to  VCs  in  syndicate  de 
this  new  breed,  which  also  includes  Ora 
could  begin  to  bump  against  those  in  the  S 
Hill  Road  club.  And  that's  just  what  the  i 
doesn't  need:  more  money-hungry  competiti 
SHELLEY  PANN- 
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rally. 


How  to  hit  a  forehand: 


Take  three  steps  toward  the  ball. 

With  knees  bent  follow  through 
on  swing. 


How  to  hit  a  forehand: 


Consult  with  nutritionist  who 
puts  you  on  a  special  diet  of 
New  Zealand  mussels  that  have 
to  be  flown  in  fresh  daily. 


Go  to  exclusive  tennis  camp. 


Play  8  hours  a  day  with 
intensive  instruction  from 
people  who  understand 
the  meaning  of  discipline. 


Invest  in  an  oversized  bionic  racket 
that  also  takes  your  pulse. 


After  hundreds  of  forehands  you 
consult  with  a  sports  doctor  who 
insists  on  replacing  your  rotator  cuff. 


irks  are  the  property  of  their  respective  owners. 


After  lengthy  recuperation  you 
are  told  you  will  have  to  learn 
the  forehand  all  over  again. 
From  scratch. 


.come  to  a  place  where  common  sense  reigns  and  lunch  is  a 
<ey  sandwich.  Where  your  e-business  is  given  exactly  what  it 
ds  to  sell  and  succeed  online  without  unnecessary  custom- 
ion.  Improving  your  customer  service  and  productivity  is  our 
itra.  Getting  you  there  and  keeping  you  there  is  our  mission. 
ng  it  quickly  and  efficiently,  our  manifesto.  Know  Better. 


'.pandesic.com  or  1-888-349-ebiz  (3249) 


|   http://www.pandesic.corn 


□ 


c 


ipture  the  sparks  that  lead  to  breakthroughs?  The  ideas  that  rocket 

.  beyond  the  ordinary?  It  takes  a  more  stimulating  environment,  and 

jn  technologies.  Autodesk  harnesses  the  power  of  the  designer,  the 

net  and  the  power  of  innovation  to  help  you  gain  the  competitive 

uperior  design.  It's  a  faster,  more  fluid  way  to  work  that  we  call 

Design  can  do  for  you:  www.autodesk.com. 


autodesk 
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ILLUSTRATIONS  BY  DOUG  ROSS 
en  we  decided  to  rank  venture  capital  firms,  we  knew  it  would  be  a  dicey  endeavor.  At  first  we  thought  we'd  go  out  and  poll  insiders 
which  they  thought  were  the  best  firms.  But  that  would  have  given  us  the  same  old  familiar  names,  many  of  which  are  already 
/ered  in  our  list  of  best  individual  venture  capitalists  (see  story  page  98).  We  also  could  have  ranked  the  firms  according  to  total  fund 
3,  but  again,  that  would  have  weighted  the  list  to  those  presently  in  the  top  tier.  So  instead,  we  decided  to  pick  a  metric  that  we 
ieve  gets  at  the  very  heart  of  how  the  venture  business  is  changing,  namely,  who's  raising  the  most  money  from  institutional  investors. 
its  very  nature,  this  metric  points  to  those  firms  with  ambitious  appetites,  ones  that  will  likely  shape  the  tech  sector  in  the  future.  The 
below,  based  on  1999  figures  and  provided  by  TFSD/Venture  Economics,  Technologic  Partners,  and  the  firms  themselves  (see 
jrces*),  includes  members  of  the  exclusive  Sand  Hill  Road  club,  some  old-timers,  and  a  few  up-and-comers  that  expand  our  very 
ion  of  what  VCs  do  and  what  they  could  do  in  the  years  to  come.   — ERIC  W.  PFEIFFER 
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$2.1  B         SOFTBANK  VENTURE  CAPITAL 

The  All-Powerful  Netbatsu 

Strengths:  Part  of  a  formidable  technology 
conglomerate;  endless  amount 
of  resources 

Weakness:  Partners  have  little  vc  experience 


J 


It  used  to  be  that  Japan's  Soft- 
bank Corporation,  one  of  the  larg- 
est technology  conglomerates  in 
^^^*  the  world,  had  two  venture  arms. 

But  as  of  last  March,  the  first, 
j?  Softbank  Venture  Capital  (focus- 

ing on  early-stage  funding),  has 
basically  taken  over  the  second, 
^^  Softbank  Capital  Partners,  which 

k  started  in  July  1999,  focused  on  later-stage  funding  and 
J  d  $1.25  billion  that  helped  put  it  on  our  list.  The  result  is 
linami  of  power,-  money,  and  connections.  Together  the 
I  firms  raised  a  whopping  $2.1  billion  in  1999.  Much  of 
Bnoney  came  from  parent  Softbank  Corporation,  which, 
I  ns  out,  supplies  much  more  than  just  cash.  While  Kleiner 
B|  ns  Caufield  &  Byers  is  famous  for  its  keiretsu  (inter- 
«J  n  association)  of  175  companies,  that  doesn't  compare 
|j  ftbank  Corporation's  netbatsu  of  some  300. 

aking  of  Kleiner  Perkins,  it  isn't  public.  Softbank 


public.  As  such,  it  can  draw  upon  the  public  market's  insa- 
tiable interest  in  early-round  investing.  Plus,  in  an  age  when 
branding  of  VC  firms  is  becoming  critical,  a  venture  firm  tied 
to  a  public  company  has  an  inherently  greater  marketing 
power  than  the  more  secretive  traditional  VC  firms. 

What  Softbank  Venture  Capital  doesn't  have  when  com- 
pared to  Kleiner  Perkins  and  others  is  history.  It's  only  been 
around  since  1996,  and,  unlike  the  other  firms  on  our  list, 
partners  lack  significant  experience.  Still,  Softbank  Venture 
Capital  has  racked  up  some  impressive  wins.  Last  year  alone, 
its  early-stage  firm  produced  11  initial  public  offerings,  one 
more  than  20-year-old  Oak  Investment  Partners.  Yet,  here's 
where  that  inexperience  comes  in:  Softbank  garnered  only  a 


SOFTBANK  VENTURE  CAPITAL' 

(all  dollar  amounts  in  millions) 

$  raised  in  1999 

$l,250/$850 

Number  of  companies  invested  '99 

52/11 

Sum  invested  '99 

$401.5/$593 

Average  per  round  '99 

$6.27/$54 

%  of  portfolio  cos.  partners  are  board  members      70%/73% 

%  of  partners  with  10+  years  VC  experience              0%/25% 

Average  #  of  companies  per  partner 

12/3 

Average  turnaround  for  deal 

45  days/45  days 

Deals  to  raw  business  plans  ratio 

1:208/NA 

IPOs  in  '99 

11/NA 

$  raised  in  IPOs  '99 

$1,152.3/NA 

Combined  market  cap  of  IPOs  '99 

$10,041.4/NA 

Shares  held  in  IPOs  '99 

$1,185. 1/NA 

IPO  return  '99 

51%/NA 

ration    is.   This   makes    Softbank   Venture    Capital    CjUasi-  'Figures  on  left  connote  Softbank  Venture  Capital:  figures  on  right.  Softbank  Capital  Partners 

In  each  chart,  the  first  metric  was  supplied  by  TFSD/Venture  Economics,  which  based  its  research  on  surveys  sent  to  the  firms.  Totals  do  not  represent  overall  portfolio  or  fund  size,  but 
jnd  company  totals  for,calendar  year  1999  only.  The  last  five  numbers  regarding  IPOs  were  provided  by  Technologic  Partners.  Return  is  based  on  the  difference  between  the  value  of  the 
Id  at  the  IPO  date  and  the  value  of  the  shares  on  12/31/99.  assuming  that  no  shares  were  bought  or  sold  in  the  interim.  Remaining  metrics  were  provided  by  the  VC  firms  themselves. 
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51%  return  on  those  IPOs,  compared  to  Oak's  324%. 

Many  of  Softbank's  portfolio  companies  (Buy.com,  Critical 
Path,  Everest  Broadband  Networks,  Net2Phone,  GeoCities,  and 
USWeb)  gush  about  their  cozy  relationships  with  Softbank 
partners,  who  are  known  for  being  congenial  and  easygoing. 
They  should  be:  There's  a  margarita  bar  on  the  premises. 

Softbank  Venture  Capital  may  be  what  venture  capital  will 
look  like  in  the  future:  a  quickly  scalable,  quasi-public  ven- 
ture capital  company.  Or  maybe  not.  Some  in  the  industry 
believe  the  firm's  public  nature  could  be  its  undoing.  "These 
companies  are  being  driven  by  speculation,"  says  one  veteran 
VC.  "When  the  air  gets  out  of  the  Internet  bubble,  you  will 
see  these  public  VC  firms  explode." 
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$1 .7B        CHASE  CAPITAL  PARTNERS 
Mr.  Big 

Strength:      $15.9  billion  under  management 
Weakness:  It's  a  follower 


With  a  $15.9  billion  fund  under 
management,  it's  hard  to  think  of 
Chase  Capital  Partners  as  a  minor 
player.  But  that's  the  way  many  see 
it:  just  an  investment  bank,  relying 
heavily  on  lesser-risk,  later-stage 
funding  for  its  successful  42%  rate 
of  overall  return.  This  is  mostly 
true,  but  not  completely.  In  15% 
of  its  deals,  Chase  is  acting  as  a  seed-round  investor  and 
doing  what  traditional  VCs  love  to  do:  recruiting,  strategic 
thinking,  advising.  Still,  it  has  a  way  to  go  before  it  joins  the 
Sand  Hill  Road  club:  Its  partners  sit  on  the  boards  of  only 
about  half  of  Chase's  portfolio  companies — the  lowest  of  any 
on  our  list. 

Each  of  these  partners,  16  in  all,  has  10  or  more  years  of 
venture  experience  (the  only  other  firm  on  our  list  to  make 
such  a  claim  is  Oak  Investment  Partners).  They  are  also  an 
eclectic  bunch  (among  them  are  two  M.D.s).  They  have  to  be 
eclectic.  They  often  invest  beyond  technology  in  such  areas  as 
lik  sciences,  consumer  products,  chemicals,  automotive,  and 
real  estate. 

Thanks  to  this  breadth.  Chase  can  help  its  companies 


(StarMedia,  Kozmo.com,  and  Lycos,  among  others) 
across  categories.  We  should  know  fairly  quickly  if  this  st 
egy  works.  According  to  a  February  2000  J. P.  Morgan  rep 
Chase  is  just  now  beginning  to  reap  the  benefits  of  its  inv 
ments  in  new-economy  companies. 
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$1B  BENCHMARK  CAPITAL 

Boys'  Club 

Strength:     Flat  organization 
Weakness:  "They  are  out  of  bandwidth." 


This  is  the  venture  firm  that  wanted  nothing  less  thai  | 
change  the  way  its  brethren  were  organized  and  operj 
Begun  in  1995  by  a  bunch  of  Young  Turks,  it  was  created 
flat  organization  with  no  junior  partners,  simply  six  get 
partners  who  roll  up  their  sleeves  and  work  together.  (Ap 
ently,  they  also  vacation  together:  During  a  certain  wee 
winter  every  partner  was  vacationing  at  the  same  time.) 
horizontal  organization  supposedly  creates  better  servic 
the  entrepreneur.  Partners  can  share  more  contacts 
choose  who  is  best  suited  to  guide  each  startup.  Also, 
partner  Bob  Kagle,  "This  way,  no  one  is  trying  to  outperi 
a  partner  to  get  a  bigger  slice  of  the  pie."  VC  Peter  Curr 
the  Barksdale  Group  says  Benchmark's  team  approac 
likely  to  be  an  important  trend  in  the  future. 

Naturally,  there  are  a  few  downsides  to  all  this  I 
raderie.  For  one,  it  creates  a  homogeneous  boys'  club 
another,  it's  hard  to  grow.  Benchmark  probably  will  nev 
the  biggest  venture  capital  firm,  and,  in  fact,  probably 

grow   beyond  eight  or 
partners. 

Still,  its  lack  of  size  h 
hurt  the  firm  on  Wall  St 
Of  all  the  companies  on 
list,  its  14  IPO  companies 
ing  1999  have  producec 
largest  market  cap  to 
$16.2  billion.  That's  not 
counting  eBay,  considere< 
best  venture  investment  of  all  time.  The  firm's  $6.5  m 
investment  in  eBay  is  worth  $4  billion  today. 

Benchmark  sees  its  role  as  providing  stellar  service  tl 


CHASE  CAPITAL  PARTNERS' 

(all  dollar  amounts  in  millions) 

$  raised  in  1999 

$1,700 

Number  of  companies  invested  '99 

95 

Sum  invested  '99 
Average  per  round  '99 

$648.48 
$6.24 

%  of  portfolio  cos.  partners  are  board  members 
%  of  partners  with  10+  years  VC  experience 

50% 
100% 

Average  #  of  companies  per  partner 

14 

Average  turnaround  for  deal 

30  days 

Deals  to  raw  business  plans  ratio 

1:133 

n  '99 

10 

1  in  IPOs  '99 

$948.5 

Combined  market  cap  of  IPOs  '99 

$6,675.80 

Shares  held  in  IPOs  '99 

$787 

turn  '99 

156% 

lall  dollar  amounts  in  mill* 
$1,C 


BENCHMARK  CAPITAL 

$  raised  in  1999 

Number  of  companies  invested  '99 

Sum  invested  '99 

Average  per  round  '99  

%  of  portfolio  cos.  partners  are  board  members 
%  of  partners  with  10+  years  VC  experience 
Average  #  of  companies  per  partner 


$373j 
$11.6 


Average  turnaround  for  deal 

30  4ai 

Deals  to  raw  business  plans  ratio 

1:33 

IPOs  in  '99 

1 

$  raised  in  IPOs  '99 

$1 

Combined  market  cap  of  IPOs  '99 

$16,l88j 

Shares  held  in  IPOs  '99 

$2.033J 

IPO   return  '99 

22a 

\1.,v  19.  2000 
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"...  told  ya 
Williams  would 
help  us  see  our 
communications 
network 
differently." 

i 

i 

m 


il  are 


ff  Williams  means  vision  for  your  enterprise.  Make  your 

i semces.. .smarter communications  business  communications  network  a  competitive  advantage 
kotal  data,  telecom  and  professional  services  solutions.  Seize  new  e-verything 
irtunities.  E-mmediately,  and  e-mmmently.  Our  WilCare  services  let  you  ride 
anguard  of  emerging  technologies,  data/telecom  convergence,  web  evolution  — 
jitly  —  with  solutions  from  Nortel  Networks  for  the  new,  high-performance  Internet. 
We  offers  end-to-end  planning,  engineering,  management,  in  bundled  packages  or 

Id-alone"  services.  Plus  2,400  service  technicians  nationwide    u#».DTE, 
ee  better  ways  to  empower  your  business.  WilCare  services    ^^!JTJ!tID,,c™ 
Williams  Communications.  NtTWUKKb 


Hums  Communications  Solutions.  LLC.  formerly  WilTel  Communications  WilCare  is  a  registered  trademark  and  everything 
i.irk  of  Williams  Communications  Solutions.  Nortel  Networks  and  Mie  Nortel  Networks  logo  are  trademarks  of  Nortel  Networks 


1-800-Williams  •  www.williamscommunications.com 
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portfolio  companies,  which,  besides  eBay,  include  Scient  and 
E-Loan.  Says  Kagle,  "We  like  to  be  the  first  phone  call  the 
CEO  makes  when  he's  not  sure  what  to  do."  Sounds  mar- 
velous, but  the  No.  1  complaint  we've  heard  again  and  again 
about  Benchmark  is  that  it's  overextended.  In  other  words, 
partners  are  too  busy  to  return  that  first  phone  call.  Small 
wonder,  since  the  average  number  of  companies  assigned  to 
each  partner  is  a  high  13.  Another  criticism  is  that  the  part- 
ners are  young  and  inexperienced;  only  38%  of  them  have 
10-plus  years  of  experience.  The  partners  have  become  "a  lit- 
tle arrogant,  not  as  accessible,"  says  one  VC.  "They  are  com- 
pletely out  of  bandwidth,"  says  another. 


4 


$1B  OAK  INVESTMENT  PARTNERS 

Tree  of  Life 

Strengths:    Great  track  record;  superior  service 
Weakness:   Overextended 


Oak  Investment  Partners  is  a  quiet  firm  that  has  succeeded 
tremendously  in  the  past  20  years  without  seeking  the  lime- 
light. "It's  not  in  our  interest  to  create  celebrities  here,"  says 
General  Partner  Ed  Glassmeyer.  "It  takes  a  lot  of  time  away 
from  our  businesses,  and  all  it's  going  to  develop  is  a  lot  of 
spamming  emails." 

This  down-to-earth  touch 
seems  to  be  a  selling  point.  The 
firm,  which  focuses  on  Internet 
infrastructure  (although  it's  also 
made  investments  in  e-tailing, 
B2B  [business-to-business]  supply 
chain,  and  networking)  has  scored 
with  the  TheStreet.com,  Syntra, 
and  Exodus. 

David  Peterschmidt,  CEO  of 
Inktomi,  recalls  visiting  and  being  turned  down  by  22  venture 
firms  in  the  summer  of  1996.  Only  Oak  saw  potential  in  his 
company.  And  after  its  investment,  Oak  Partners'  Fred  Har- 
man  and  Bandel  Carano  said  the  firm  would  work  to  earn 
its  right  to  invest  in  Inktomi.  "These  guys  genuinely  think 
that  way.  They've  continued  to  be  very  active  with  us,  bring- 
ing us  opportunities,  introducing  companies  to  us,"  says 
Peterschmidt. 

OAK  INVESTMENT  PARTNERS  (all  dollar  amounts  in  millions) 

$  raised  in  1999  $1,000 

Number  of  companies  invested  '99  79 

Sum  invested  '99  $454 

Average  per  round  '99  $7.5 

%  of  portfolio  cos.  partners  are  board  members  70% 

%  of  partners  with  10+  years  VC  experience  100% 

Average  #  of  companies  per  partner  12 

Average  turnaround  for  deal  30  days 

Decic  to  raw  business  plans  ratio  1:100 

10 

a  in  !P0s  '99  $747.4 

ii  ket  cap  of  IPOs  '99  $4,441.9 

IPOs  '99  $416.7 

•'99  324% 


Great,  but  apparently  that's  not  the  complete  story:  "They 
are  probably  keeping  themselves  a  little  too  busy  to  be  as 
effective  as  they  once  were  in  helping  their  portfolio  compa- 
nies," says  one  insider.  On  average,  each  partner  manages  12 
companies,  putting  Oak  near  the  top  of  our  list. 
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$1B 

Strength: 
Weakness: 


SEQUOIA  CAPITAL 
The  Prizefighter 

Willing  to  buck  a  trend 
Can  be  brutal 


Sequoia  is  highly  respected  as  a  top-tier  player,  even  by  those 
who  love  to  hate  it.  "They're  an  aggressive,  bare-knuckles, 
hard-nosed  firm,"  according  to  one  insider.  "They  tend  to  be 

matter-of-fact  and  deliberate 
in  the  way  they  interact  with 
companies,  and  they  expect 
entrepreneurs  to  do  it  their 
way.  For  some  entrepreneurs, 
that  can  be  a  fabulous  experi- 
ence. For  others,  it's  brutal." 
Another  thing  that's  bru- 
tal:   Last    year,    for    every 
business  Sequoia  invested  in. 
it  turned  down  200  others 
Now  those  are   long  odds 
The  good  thing  is  that  once  Sequoia  decides  on  a  business, 
acts  swiftly.  Mark  Kvamme,  a  general  partner,  says  the  firrr 
has  pulled  off  some  deals  in  24  hours.  On  average,  though,  i 
turns  around  a  deal  in  24  days,  putting  Sequoia  near  the  toi 
of  our  list. 


SEQUOIA  CAPITAL 

(all  dollar  amounts  in  millions) 

$  raised  in  1999 

$1,000 

Number  of  companies  invested  '99 

77 

Sum  invested  '99 

$536.14 

Average  per  round  '99 

$6.02 

%  of  portfolio  cos.  partners  are  board  members 

85% 

%  of  partners  with  10+  years  VC  experience 

75% 

Average  #  of  companies  per  partner 

io_ 

Average  turnaround  for  deal 

24  days 

Deals  to  raw  business  plans  ratio 

1:200 

IPOs  in  '99 

13 

$  raised  in  IPOs  '99 

$1,705.8. 

Combined  market  cap  of  IPOs  '99 
Shares  held  in  IPOs  '99 
IPO  return  '99 


$14,725.4 

$1,900.4 

192% 


When  other  firms  react  like  a  herd,  investing  in  or  avoid 
ing  certain  hot  Internet  sectors.  Sequoia,  which  invests  in 
broad   range  of  companies,  sometimes   bucks  the  trenij 
"When  people  started  to  say  B2C  | business  to  consumer] 
dead,  we  think  we  invested  in  two  great  companies  in 
space:  Shockwave,  which  is  being  spun  out  of  Macrome 
and  Tonos,  an  Internet  music  player  founded  by  some  of  1 
industry's  top  producers,"  says  Kvamme.  Sequoia  may 
onto  something:  Its  13  IPOs  in  1999  produced  an  increcf 
$14.7  billion  in  market  cap. 
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Now  you  can  do  business  with  anyone.  It's  wide  open. 
The  possibilities  are  endless.  Because  with  Bowstreet 
you  can  create  mass-customized  business  webs  that 
.link  customers,  suppliers  and  partners  everywhere. 
Instantly,  dynamically  and  on-the-fly.  Complex 
business  data  and  processes  are  shared  within  and 
across  company  boundaries.  (What  firewall?)  Best  of 
all,  you  don't  have  to  be  a  techno-wiz  to  do  it.  It's  all 
about  giving  you  the  power  to  do  business  with 
whomever  you  want.  More  than  you  ever  dreamed 
possible.  All  so  you  can  do  more  business  than  you 
ever  dreamed  possible.  This  is  Bowstreet.  This  is 
the  power  of  business  webs,  www.bowstreet.com 


bowstreet 


el. com.  Inc.  Bowstreet  's  a  trademark  of  Bowstreet.com. 
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$833M     AUSTIN  VENTURES 
The  Lone  Star  Star 

Strength:    The  player  in  Texas  technology 
Weakness:  Light  on  funds  compared  to  its  Silicon 
Valley  counterparts 


If  anyone  has  a  stranglehold  on  a  regional  market,  it  is  Austin 
Ventures.  Since  1979,  it  has  funded  most  of  Austin's  best  soft- 
ware, Internet,  and  semiconductor  companies  and,  just  for 
good  measure,  a  couple  of  Houston  companies  as  well.  "If 
there  was  a  deal  to  be  done  in  Austin,  they  had  it,"  says  Jamie 
O'Neill,  a  founder  of  Austin-based  Garden.com. 

Though  the  firm's  geographical  specialization  is  its  main 

strength,  it  is  also  its  main  weak- 

.^  \     |  ness.  Known  only  as  a  moderate 

wk  WJtfk  regional  player  (its  six  IPOs  in 

■A*^'*  1999   have   produced   the  third 

^V)^M  ^L         lowest  combined  market  cap  on 

_j^^^'  our  list,  although  it  did  produce 

some  stellar  returns),  the  firm 

runs  the  risk  of  stumbling  if  the 

Austin  area  (currently  one  of  the 

hottest  tech  areas  in  the  country) 

ever  cools  off,  or  if  out-of-town  VCs  start  to  invade  its  home 

turf.  Which  they  are.  One  way  Austin  Ventures  is  fighting  this 

new  competitive  threat  is  by  raising  money — lots  of  it.  Its 

seventh  fund  closed  last  October  at  more  than  $825  million, 

placing  it  now  as  the  third-largest  early-stage  VC  firm  in  the 

country.  Another  combat  tactic:  aggressive  behavior,  which, 

according  to  one  insider,  has  provoked  a  "backlash  among 

entrepreneurs." 


AUSTIN  VENTURES 

(all  dollar  amounts  in  millions) 

$  raised  in  1999 

$833 

Number  of  companies  invested  '99 

67 

Sum  invested  '99 

$209 

Average  per  round  '99 

$3.48 

%  of  portfolio  cos.  partners  are  board  members 
%  of  partners  with  10+  years  VC  experience 

81% 

55% 

Average  #  of  companies  per  partner 

6 

Average  turnaround  for  deal 
Deals  to  raw  business  plans  ratio 
IPOs  in  '99 

60  days 

1:156 

6 

$  raised  in  IPOs  '99 

$554 

Combined  market  cap  of  IPOs  '99 
Shares  held  in  IPOs  '99 

$2,432.2 
$341.1 

IPO  return  '99 

411% 

y 


S825M      NEW  ENTERPRISE  ASSOCIATES 
The  Commercial  Socialist 

Strength:     Great  track  record 
Weakness:  Doesn't  like  risk 


classic  venture  capital  firm,"  New  Enterprise 

-  comes  across  as  confident  but  a  bit  stodgy.  Its 

s  no  press  clippings,  and  the  "What's  New" 


4  section  is  left  blank.  The  firm's  oper- 

ating philosophy  is  one  of  "commer- 
^  cial  socialism,"  a  term  coined  by  leg- 
Aft  endary  NEA  partner  C.  Richarc 
m  Kramlich.  When  partners  vote  for 
Mg  deals,  the  majority  rules  (unlike 
B  some  firms  that  require  100% 
r  agreement  among  partners),  and  al 

10  partners  share  equally  in  the  dis 
tribution  of  returns.  Apparently  thi; 
flat  hierarchy  has  worked:  The  firrr 
has  hit  some  major  home  runs  (3Com,  Ascend,  Healtheon 
and  TiVo,  to  name  a  few)  and  in  1999  produced  17  IPOs,  \ 
record  matched  only  by  the  venerable  Kleiner  Perkins. 

Unlike  Kleiner  Perkins,  however,  NEA  isn't  serving  as  itl 
own  institutional  investor,  i.e.,  investing  its  profits  back  int< 
its  funds.  That's  another  sign  of  its  traditional  ways.  Another 
Some  see  it  as  less  willing  to  take  on  risky  technology  invest 
ments.  It  doesn't  jump  for  the  "new  new  thing,"  which  can  b 
both  good  and  bad:  good  if  the  new  thing  is  nothing  but 
fad;  bad  if  the  firm  ends  up  with  tons  of  me-too  deals. 

NEW  ENTERPRISE  ASSOCIATES  (all  dollar  amounts  in  millions) 

$  raised  in  1999  $825 

Number  of  companies  invested  '99  130 

Sum  invested  '99  $510.46 

Average  per  round  '99  $3.93 

%  of  portfolio  cos.  partners  are  board  members  90% 

%  of  partners  with  10+  years  VC  experience  80% 

Average  #  of  companies  per  partner  12 


Average  turnaround  for  deal 

NA 

Deals  to  raw  business  plans  ratio 

1:100 

IPOs  in  '99 

17 

$  raised  in  IPOs  '99 

$1,170.9 

Combined  market  cap  of  IPOs  '99 

$6,932.8 

Shares  held  in  IPOs  '99 

$662.7 

IPO  return  '99 

273% 
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$81 7M      NORWEST  VENTURE  PARTNER 
The  Good,  Solid  Citizen 

Strength:     Strong  track  record 

Weakness:  Portfolio  companies  are  has-beens 


In  the  words  of  partner  Promod  Haque,  there  is  nothir 
"flashy-dashy"  about  Norwest  Venture  Partners.  The  folks 
Norwest  are  "good,  solid  citizens,"  says  a  competing  ventul 
capitalist.  Such  citizens  can  be  an  asset:  The  cautious  an] 

steady  sometimes  win  the  race. 
^»        ^^  at  least  lead  to  a  decent  finish:  No 

^     «J^>  ^^  seven  [POs  in    1999  had| 

^  .^^1        return  of  211%,  which  puts  it 

the  middle  of  our  list.  Where  Nc 
west  rises  above  the  crowd  is  in  il 
uncanny  ability  to  turn  around] 
deal:  an  average  of  15  days,  tl[ 
lowest  of  any  of  the  firms  in  our  ranking.  It  also  scores 
on   the  average  number  of  companies   assigned  to  ea«j 


r>  29.  2000 


IS  YOUR  COMPANY  INCREASING  PROFITS? 


than  nickel-and-dime  their  employees,  manufacturers  have  significantly  cut  costs  and  increased 
using  SupplierMarket.com,  a  leading  online  business-to-business  marketplace  for  manufactured 
ts.  It  is  where  buyers  find  suppliers,  suppliers  bid  for  new  business,  and  employees  save  their 
for  soda.  All  you  need  is  a  Web  browser,  and  the  desire  to  stay  ahead  of  the  competition. 


M  buy  parts.  People  sell  parts.  This  is  where  they  meet. 


SuppliepMarket.com 


L 


MONEY  MAGNETS 


partner:  10.  That's  probably  why  it  turns  around  deals  so  fast: 
Partners  aren't  overworked. 

In  keeping  with  its  sedate  personality,  Norwest,  which  spe- 
cializes in  Internet  applications  software,  data  and  telecom 
equipment  companies,  and  service  providers,  doesn't  have  a 
lot  of  backslapping,  nor  the  frat  house  atmosphere  prevalent 
at  some  venture  firms.  "We  do  get  together,"  says  Haque, 
"but  it's  occasional.  The  weekends  are  reserved  for  families." 
Maybe  the  firm  should  think  about  engaging  in  a  little  week- 
end overtime:  Its  star  portfolio  companies  are  looking  a  little 
dusty — PeopleSoft,  Documentum,  Vantive,  and  Annuncio 
Software — and  it  discontinued  a  new  associate  program  it  was 
trying  to  start. 


NORWEST  VENTURE  PARTNERS          (all  dollar  amounts  in  millions) 

$  raised  in  1999 

$817 

Number  of  companies  invested  '99 

73 

Sum  invested  '99 

$257 

Average  per  round  '99 

$3.52 

%  of  portfolio  cos.  partners  are  board  members 

70% 

%  of  partners  with  10+  years  VC  experience 

71% 

Average  #  of  companies  per  partner 

10 

Average  turnaround  for  deal 

15  days 

Deals  to  raw  business  plans  ratio 

1:133 

IPOs  in  '99 

7 

$  raised  in  IPOs  '99 

$636.9 

Combined  market  cap  of  IPOs  '99 

$3,044.4 

Shares  held  in  IPOs  '99 

$370.3 

IPO  return  '99 

211% 
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$750M      POLARIS  VENTURE  PARTNERS 
The  Medical  Magician 

Strengths:    Diversified  investments;  targets 

unique  geographic  areas 
Weakness:  Unproven  track  record 


While  most  venture  capitalists  trot  off  to  back  the  next  big 
thing,  Polaris  typically  moves  in  the  opposite  direction,  creat- 
ing deals  in  unexpected  places.  Such  as?  The  medical  field. 
Portfolio  stars  include  deCode  Genetics  (genomics),  Aspect 

Medical  Systems  (medical  devices), 

and  Advanced  Inhalation  Research 

A/^^B  (pharmaceuticals).  The  firm  hasn't 

A\       '^H  ignored  the  IT  side  either,  backing 

am  companies    such    .is    tech    darling 

W  m\         Akamai  Technologies,  which  delivers 

C        ^^—\  Web  content  and  streaming  media. 

Akamai,  which  had  a  stunning  IPO 

last    year,    explains    why    Polaris' 

sly  two  IPOs  in  1999  (the  second  fewest  of  any  firms  on 

')  have  produced  a  staggering  1,172%  return  (the  high- 

n r  list). 

ni    1996,   Polaris  is   based  outside  Boston   in 

Massachusetts,  and   has  offices  in  Seattle  and 

What  about  Silicon  Valley?  "We  love  those  geo- 

that  are  outside  of  the  Valley,"  says  Jonathan 

ind  general  partner  To  that  end,  says  Flint,  the 


firm  has  backed  more  startups  out  of  Harvard  University  an< 
Massachusetts  Institute  of  Technology  than  any  other  firm  ii 
the  past  two  years:  about  10. 

In  many  ways,  Polaris  is  the  dark  horse  of  our  list.  Its  199' 
performance  wasn't  all  that  hot.  Its  two  IPOs  produced  onl 
$2.2  billion  in  market  cap  (the  second  lowest  on  our  list).  It  ha 
spent  only  $89.19  million  of  the  $750  million  it  raised,  leav 
ing  a  lot  of  room  for  Polaris  to  succeed  wildly  or  fail  miserabh 


POLARIS  VENTURE  PARTNERS 

$  raised  in  1999 


(all  dollar  amounts  in  millions) 


$750 


Number  of  companies  invested  '99 

34 

Sum  invested  '99 

$89.19 

Average  per  round  '99 

$2.62 

%  of  portfolio  cos.  partners  are  board  members 

94% 

%  of  partners  with  10+  years  VC  experience 

67% 

Average  #  of  companies  per  partner 

7 

Average  turnaround  for  deal 

25  days 

Deals  to  raw  business  plans  ratio 

1:439 

IPOs  in  '99 

2 

$  raised  in  IPOs  '99 

$226 

Combined  market  cap  of  IPOs  '99 

$2,198 

Shares  held  in  IPOs  '99 

$97.9 

IPO  return  '99 
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1,172% 


S700M      J.H.  WHITNEY  &  CO. 

The  Old-Timer 

Strength:      Has  weathered  the  ups  and 

downs  of  the  industry 
Weakness:  No  longer  a  major  player 


In  the  1940s  J.H.  Whitney  pioneered  equity  investment  an 
in  1990,  was  among  the  first  firms  to  start  a  fund  solely  f 
mezzanine  rounds  (just  prior  to  IPOs).  Over  the  years,  Wh 
ney,  which  does  deals  mostly  on  the  East  Coast,  has  invest 
in  such  stalwarts  as  Wellfleet  Communications,  Minute  Mai 
and  Compaq  Computer. 

Unfortunately,  the  past  has  been  kinder  than  the  presei 
Many  no  longer  see  Whitney  as  a  major  player.  "They  w< 
one  of  the  pioneers  in  the  venture  business,  but  they've  fall 


J.H   WHITNEY  &  CO. 

$  raised  in  1999 


Number  of  companies  invested  '99 
Sum  invested  '99 
Average  per  round  '99 


%  of  portfolio  cos.  partners  are  board  members 

%  of  partners  with  10+  years  VC  experience 

Average  #  of  companies  per  partner 

Average  turnaround  for  deal 

Deals  to  raw  business  plans  ratio 

IPOs  in  '99 

$  raised  in  IPOs  '99 


(all  dollar  amounts  in  millions|_ 

$700 

19 

$158.76 

$8.88 

RD* 


Combined  market  cap  of  IPOs  '99 
Shares  held  in  IPOs  '99 
IPO  return  '99 
•Refused  to  disclose 


RD 

RD 

RD 

RD_ 

5 

$491 

$3,942.9 

$847 

118 
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ow  everyone  s  name. 
Cater  to  everyone's  taste. 
Be  in  ten  places  at  once. 
Deliver  day  and  night. 


Hovv'd  he  do  that. 


r*  _  >  ■ 


..without  the  Internet? 


css-to-business  solutions  that  let  you  bring  the-  spirit  and  service  of  yesterday's 
nagement  into  today's  high-speed  Internei  environment,  visit  the  Cisco  Resource 
businesses  .it  $ww.cisco.iconi/go/resoB^ce.  It's  what  Dad  would  do. 

Cisco  and  the  Internet.  It's  where  businesses  go  to  grow. 


Cisco  Systems 


Empowering  the 
Internet  Generation" 
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completely  off  the  map,"  says  one  VC.  "I  haven't  seen  them  in 
a  deal  in  years,"  says  another.  The  firm,  in  fact,  invested  in 
only  19  companies  in  1999,  the  second  lowest  on  our  list,  and 
produced  only  five  IPOs,  the  third  lowest  on  our  list. 

Still,  the  firm  has  had  some  recent  big  scores  with  Cali- 
fornia-based Kana  Communications,  Media  Metrix,  and 
Fogdog  Sports,  and  with  $700  million  in  its  coffers,  the  firm 
could  again  become  a  major  player. 

^^^^  Part  of  Whitney's  problem 

HBM  may  be  marketing.  "They  don't 

seek   the   limelight,"    said   Greg 

Schmergel,  founder  of  ExpertCen- 

^^^^M  tral.com,  once  a  portfolio  com- 

U£L\  pany  and   now  a   subsidiary  of 

'y*  About.com.  "They  don't  even  do 

Wm^r  press  releases."  And  the  company 

doesn't  help  its  cause  by  being 

secretive;  Whitney  was  the  only  one  on  our  list  that  refused  to 

divulge  information  about  its  partners  and  deals. 

Portfolio  companies  say  they  like  Whitney's  slightly  con- 
servative style  and  selectivity.  But  that  conservative  style  often 
puts  the  firm  behind  the  curve.  When  Benchmark  and  Tech- 
nology Crossover  Ventures  grabbed  Scient  and  Viant  respec- 
tively in  Web-based  professional  services,  Whitney  hooked  on 
with  the  lesser-known  Tallan,  which  has  yet  to  go  public. 


Point  Communications,  and  Quokka  Sports,  to  name  a  few 
But  despite  its  focus,  this  year  it  is  going  in  a  new  direction, 
thanks  to  a  recently  inked  $100  million  alliance,  expected  tc 
grow  to  billions,  with  leveraged-buyout  king  Kohlberg  Kravii 
Roberts.  Why  the  partnership?  There's  a  whole  world  o 
bricks-and-mortar  companies  that  need  to  be  Webified,  anc 
KKR  has  a  vast  network  of  contacts  in  the  off-line  world 
Accel  isn't  the  only  firm  teaming  with  a  leveraged-buyou 
firm;  Kleiner  Perkins  and  Softbank  have  made  similar  deals. 


ACCEL  PARTNERS 


(all  dollar  amounts  in  millions) 


$  raised  in  1999 

$600 

Number  of  companies  invested  '99 

87 

Sum  invested  '99 

$431.41 

Average  per  round  '99 

$4.07 

%  of  portfolio  cos.  partners  are  board  members 

90% 

%  of  partners  with  10+  years  VC  experience 

33% 

Average  #  of  companies  per  partner 

8 

Average  turnaround  for  deal 

30  days 

Deals  to  raw  business  plans  ratio 

1:444 

IPOs  in  '99 

10 

$  raised  in  IPOs  '99 

$921.4 

Combined  market  cap  of  IPOs  '99 

$7,865.8 

Shares  held  in  IPOs  '99 

$896.9 

IPO  return  '99 

427% 

S600M       ACCEL  PARTNERS 
The  Trendsetter 

Strength:      Jim  Breyer 
Weakness:  Jim  Breyer 

Walmart.com  is  incubating  its  busi- 
ness plan  upstairs;  Gen3  Partners,  a 
recently  funded  e-commerce  service 
company,  is  forging  alliances  with 
other  portfolio  companies  in  the 
conference  room;  and  a  couple  of 
famous  rock  musicians  are  dis- 
cussing an  Internet  music  platform 
down  the  hall.  It's  just  a  typical 
Thursday  at  Accel  Partners.  And  judging  from  all  this  activity, 
it  appears  Accel's  overall  strategy  is  working:  When  one  of  its 
past  entrepreneurs  comes  up  with  a  new  idea,  it  wants  to  hear 
about  it  first,  even  if  that  idea  is  a  bit  sketchy  and  written  on 
a  napkin  —  like  the  souvenir  that  partner  Jim  Breyer  still 
keeps  from  the  formation  of  one  newly  funded  company. 

Speaking  of  Breyer,  that's  Accel's  best  and  worst  attribute. 

Critics  point  to  the  firm  as  too  reliant  on  his  brains  and 

energy.  "Accel  is  Jim  Breyer,"  says  one  insider.  "He  does  most 

of  the  deals."  (And  those  deals  are  some  of  the  smartest,  most 

lucrative  in  the  industry.  Its  10  IPOs  in  1999  produced  a 

ng  427%  return.  It  took  Kleiner  Perkins  17  IPOs  to  get 

ne  ballpark.)  The  Breyer-centric  characterization  is  not 

it  The  firm  has  other  experienced  partners,  such 

rthui  Patterson  and  Bruce  Golden,  but  still,  only 

!  it  tners  have  10  or  more  years  of  experience. 

in   1984,  Accel  focuses  on  Internet/intranet  and 

is  companies  (UUNET,  RealNetworks,  North- 
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$600M       REDPOINT  VENTURES 
The  New  Kid 

Strengths:    Quick  moves;  teamwork 
Weakness:  Overconfident 


The  newest  player  in  the  Sand  Hill  Road  sandbox,  Redpoit 
Ventures  is  already  competing  in  the  major  leagues.  Initial 
formed  under  the  code  name  Project  T-Rex,  the  compan 
debuted  in  October  1999.  Since  then,  it's  managed  to  genera 
plenty  of  hype  and  money:  $600  million,  to  be  exact,  tr 
largest  first  fund  of  any  VC  firm  ever.  And  get  this:  Redpoii 
turned  away  $2  billion  from  other  would-be  investors. 

Investors  are  banking  on  the  ste 
ling  reputations  of  its  six  foundir 
partners,  who  left  two  of  Silicc 
Valley's  oldest  VC  firms:  Geo 
Yang,  Tom  Dyal,  and  Tim  Hah 
from  Institutional  Venture  Partner 
and  Jeff  Brody,  Brad  Jones,  ar 
John  Walecka  from  Brentwood  Ve: 
ture  Capital.  The  partners'  respe 
for  one  another  is  one  of  the  firm's  strengths,  accordii 
to  Michael  Grimes  of  Morgan  Stanley  Dean  Witter.  "Th 
all  like  each  other.  They're  friends.  They  have  a  deep  pai 
nership,  very  deep."  And  they  share  resources  in  what  uV 
call  the  "Network  Effect,"  choosing  new  ventures  that  enab 
greater  returns  for  all  of  the  companies  in  their  portfol 
(such  as  Reflect.com,  HelloBrain.com,  and  Octopus. con 
then  mining  their  Palm  organizers  for  resources  to  ht| 
support  the  startups.  Another  of  the  partners'  strengtf 
On  average,  each  is  assigned  only  five  companies  to  wo 


ay  It.  2000 


NOW  THE  SAME  THING  WILL   HAPPEN   TO  THE  OFFICE 


eServer  software  powers  smart  Internet  appliances  that  dramatically  improve  the  way  companies  do  business. 


Enabling  simple  solutions  for  email,  Web  hosting,  caching  and  resource  sharing,  eServer  brings  plug-and-play  servers  to 
reality.  Industry-first  technology  like  application  failover,  automatic  configuration  and  blistering  performance  will  keep 
youf  business  humming.  All  in  a  package  that  sets  up  faster  than  you  can  toast  a  bagel.  Call  us  at  877-eServer  (877  373.7837). 


eVolve    your    business" 


www.technauts.com 
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with,  the  lowest  company-to-partner  ratio  on  our  list. 

But  the  firm,  which  concentrates  on  next-generation 
Internet  and  broadband  opportunities,  still  has  some  kinks 
to  work  out.  It  missed  some  early  deals,  notably  Marc 
Andreessen's  Loudcloud.  A  venture  capitalist  notes,  "It's 
early,  but  they  seem  much  more  into  the  ego  of  being  an 
investor — sort  of  the  pizzazz  and  the  show — rather  than  the 
reality  of  really  helping  companies,  as  far  as  I  can  tell." 

While  Redpoint  is  successful,  Yang  says  he's  not  happy 
with  being  in  the  top  10.  He  wants  to  be  in  the  top  three. 
He  has  a  long,  long  way  to  go:  Redpoint  had  zero  IPOs  in 
1999,  whereas  Kleiner  Perkins  had  17  IPOs  with  a  450% 
return,  and  KP  has  been  around  since  1972.  In  other  words, 
it's  way  too  early  to  tell  if  Redpoint  becomes  lean  and 
mean  like  a  T-rex  or  vanishes  into  extinction. 


REDPOINT  VENTURES 

(all  dollar  amounts  in  millions) 

$  raised  in  1999 

$600 

Number  of  companies  invested  '99 

9 

Sum  invested  '99 

$98 

Average  per  round  '99 

$11 

%  of  portfolio  cos.  partners  are  board  members 

90% 

%  of  partners  with  10+  years  VC  experience 

66% 

Average  #  of  companies  per  partner 

5 

Average  turnaround  for  deal 

20  days 

Deals  to  raw  business  plans  ratio 

1:166 

IPOs  in  '99 

0 

$  raised  in  IPOs  '99 

0 

Combined  market  cap  of  IPOs  '99 

0 

Shares  held  in  IPOs  '99 

0 

IPO  return  '99 


S93.7M  KLEINER  PERKINS 

CAUFIELD  &  BYERS 

1 116  5upGrpow6r 

Strengths:  Stellar  brand  name;  portfolio 

companies  the  envy  of  all 
Weakness:  Depth  of  partners  in  the  firm 

Yes,  Kleiner  Perkins  Caufield  &  Byers  raised  only  $93.7  mil- 
lion from  institutional  investors  in  1999.  But  we  decided  to 
include  it  on  this  list  because,  well,  it's  KP.  Plus,  even  though 
it  raised  only  a  pittance  compared  to  the  others  on  our  list,  KP 
invested  $424  million.  That  could  mean  KP  is  serving  as  its 
own  institutional  investor. 

With  a  host  of  heavyweight  Internet  and  tech  firms  in  its 
portfolio  (including  Amazon.com,  AOL,  Excite,  Genentech, 
Lotus,  and  Sun  Microsystems)  and  a  history  that  goes  back  to 
1972,  KP  can  afford  to  rest  on  its  laurels — at  least  for  a  little 
while.  Fellow  VCs  laud  the  firm  as  "the  best  of  the  best"  and 
"industry  creators  as  opposed  to  company  investors." 

KP  ties  New  Enterprise  Associates  at  the  top  of  our  list 
with  its  number  of  IPOs,  17,  and  is  near  the  top  with  its  return 
on  those   IPOs,  450%.  To  make  matters  even  better,  it  has 

KLEINER  PERKINS  CAUFIELD  &  BYERS  (dollar  amounts  in  millions) 

$  raised  in  1999  $93.7 

Number  of  companies  invested  '99  64 

Sum  invested  '99  $424.13 

Average  per  round  '99  $6.63 

%  of  portfolio  cos.  partners  are  board  members  80% 

%  of  partners  with  10+  years  VC  experience  66% 

Average  #  of  companies  per  partner  14 

Average  turnaround  for  deal  60  days 

Deals  to  raw  business  plans  ratio  1:55* 

IPOs  in  '99  17 

$  raised  in  IPOs '99  $1,542.1 

Combined  market  cap  o    ^Os  '99  $11,555.6 

Shares  held  in  IPOs  '99  $1,455.7 

IPO  return  '99  450% 

hers  from  Java  Fund  only 


John  Doerr,  whom  one  source  called  "the  Michael  Jordan  o 
VC."  Beyond  Doerr  and  partner  Vinod  Khosla,  however 
"individual  partners  are  far  less  visible,"  says  another  insidei 
And  speaking  of  Doerr  and  Khosla,  the  big  question  oi 
everybody's  mind  is  if  these  guys  are  spread  too  thin.  It' 
true:  The  average  number  of  companies  per  partner  is  1 
near  the  top  of  our  list. 

KP  organizes  its  portfolio  around  a  keiretsu,  a  Japanes 
term  for  an  interwoven  network  of  businesses.  It  may  soun> 

New  Age,  but  its  aim  is  strictl 
old-fashioned:  to  give  entrepr 
p^d        ■     neurs  access  to  shared  informs 
\i  tion,  expertise,  and  promotio 

*-^^^  among  175  portfolio  compa 

>'  nies.  The  concept  works  we 

for  Internet  companies,  whic 
share  a  networked  culture  i 
addition  to  a  networked  realir 
To  underscore  its  dedication  t 
Internet  companies  (which,  in  the  opinion  of  one  observe 
constitutes  an  overdependence),  KP  launched  the  $100  millio 
Java  Fund  in  1996,  which  invests  in  new  ventures  that  u; 
Sun  Microsystems'  Java  technology. 

The  firm  both  shuns  and  shines  in  the  spotlight.  "They'i 
in  such  a  strong  position  they  don't  need  to  be  responsive  [l 
the  media),"  notes  one  observer.  "Maybe  they've  built  up 
little  arrogance."  Self-aggrandizement  is  widely  acknowledge 
to  be  part  of  the  company's  stock-in-trade:  good  for  entrepr 
neurs  looking  for  aggressive  company  building.  It's  bad,  hov 
ever,  for  those  looking  for  a  quick  decision;  KP's  average  de 
turnaround  time  is  60  days,  the  worst  on  our  list.  It's  also  bs 
for  those  who  are  more  independent-minded,  such  as  Subr; 
Iyar,  CEO  of  WebEx.  He  went  to  KP  to  get  mezzanine  fundir 
to  "turbocharge"  his  company.  "We  were  given  the  impre 
sion  that  the  very  fact  they  would  see  us  for  half  an  hour  oi 
afternoon  was  like  going  to  meet  the  king  of  the  mountain- 
we  should  be  so  honored,  we  should  kiss  their  hand." 

REPORTED  BY  MICHELLE  JEFFERS,  SCOTT  LAJ0I 
TERRY  NAGEL,  AND  CHIORI  SANTIAC 
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Its  InternetConnect  s 

VPNplus.  And  its  the  envy 

of  the  networking  industry. 

VPNplus  combines 

Multi-Protocol  Label 

Switching  (MPLS)  with 

the  speed,  reliability  and 

security  of  our  nationwide, 

private  ATM  backbone. 


Introducing  VPNplus. 

Corporate  connectivity  at  entrepreneur  prices. 

VPNplus  enables  any  business  to  enjoy  the  speed  and 
security  of  a  nationwide  private  network  at  just  a 
fraction  of  the  cost,  without  the  headaches  of  managing 
a  traditional  corporate  network. 

MPLS-based  VPNplus  is  next  generation  business  network- 
ing. Unlike  other  "Virtual  Private  Network"  services, 
which  can  be  slow  and  unreliable,  your  critical  business 
data  travels  instantaneously  across  our  own  ATM  backbone, 
not  the  public  Internet 

With  VPNplus,  connecting  multiple  offices,  remote  workers, 
key  customers  and  suppliers  to  each  other,  and  to  the 
Internet,  is  easy  via  our  DSL,  ATM  and  frame  relay. 

To  give  your  business  all  the  benefits  of  a  nationwide 
secure  private  network-  including  scalability,  security  and 
performance  -  at  a  surprisingly  affordable  price,  call 
InternetConnect  today.  VPNplus.  The  envy  of  the  industry. 
And  anyone  who  doesn't  have  it 
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I  demand  constant  attention  1 


I       AM        TECHNOLOG 


Technology  is  as  unpredictable  as  a  child.  You  can't  ignore  it-it's  essential  to  the  survival  of  your  business, 
which  you  can't  ignore  either.  So  we  recommend  a  partnership.  With  us.  Comdisco.  We  have  30  years 
of  expertise.  And  you  have  a  business  to  run.  www.comdiSco.com.  Delivering  the  promise  of  technology. 
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FOLLOW  THE  LEADER 

VCs  THAT  FUND  STUPID,  ME-TOO  DEALS 


BY  NATE  HARDCASTLE 

w 

m       i^      #  ITH     COMPETITION 

^k/    m#         heating  up  and  the 
V        ▼  number  of  deals  pro- 

liferating, more  and  more  VC  firms  are 
playing  follow  the  leader.  They  are  arriving  late  to 
already  crowded  Internet  spaces  and  funding  stupid, 
me-too  deals.  Here  are  a  few  examples: 

PRIMUS  VENTURE  PARTNERS 

Primus  is  a  $340  million  fund  based  in  Cleveland,  Ohio,  best 
known  for  investments  such  as  Cybenan  Outpost  and  DeVry 
Institute.  It  has  joined  with  New  York  firm  Scripps  Ventures 
to  chip  in  roughly  $6.6  million  for  Ingredients.com,  which 
sells  its  own  line  of  personal  care  products  over  the  Web. 

Sounds  marvelous,  except  Women's  Wear  Daily  recently 
counted  more  than  50  beauty-related  sites.  "The  prestige  beauty 
space  really  exploded  at  the  end  of  last  summer,"  says  Jupiter 
Communications  analyst  Mike  May.  "It's  way  too  crowded." 

Granted,  beauty  products  is  a  huge  market  (expected  to  hit 
$360  million  by  2003,  says  Jupiter),  and  gross  margins  can 
reach  65%.  Still,  the  folks  at  Ingredients.com  have  set  them- 
selves a  nearly  impossible  task:  battling  the  intense  competi- 
tion while  trying  to  create  their  own  brand  name... just  what 
the  cosmetic  world  doesn't  need — Estee  Lauder  II. 

ZONE  VENTURES 

Started  in  1998  by  Draper  Fisher  Jurvetson,  Los  Angeles- 
based  Zone  invested  about  $1  million  in  Allpets.com  last  July. 
Not  only  is  pet  supplies  one  of  the  most  crowded  spaces  on 
the  Internet  but  there  are  already  a  couple  of  well-funded 
major  players.  (Both  Petstore.com  and  Petopia  have  received 
$150  million  in  funding,  and  Pets.com  received  $110  million 
prior  to  its  February  initial  public  offering.) 

"I  don't  quite  get  it,"  admits  Paul  Cook, 

comanager  of  the  large  Internet  fund 

Munder  NetNet.  Cook  points  out  that 

pet  food  is  a  low-margin  item  that  eats  up 

warehouse  space  and  costs  a  lot  to  ship. 

Accel  Partners  VC  Jim  Breyer  is  more  direct. 

*It*s  a  ludicrous  market  segment,"  he  says. 

"There's  going  to  be  a  bloodbath." 

So  why  did  Zone  Ventures  fund  the 

thing?  Director  Frank  Creer  cites  several 

f   factors   in  decision,  including  the 
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energy  and  motivation  of  Allpets   "top  dog! 

Niloo  Howe  and  her  access  to  thousands  cl 

pages  of  pet-related  content.  What  does  Cresj 

think  of  his  investment  to  date?  "I'm  glad  w(j 

invested  only  $1  million,"  he  acknowledges. 


JPS   INTERNATIONAL 

Jared  Schutz,  founder  of  virtual  greeting  card  site  Bluemoui 
tain.com,  started  JPS  with  the  $780  million  he  got  from  sellir 
Bluemountain.com  to  Excite@Home.  JPS'  first  move:  arran 
ing  $35  million  for  Proflowers.com  last  January.  No  surpri: 
there — Schutz  is  Proflowers'  founder. 

Perhaps  Schutz  should  go  back  to  greeting  cards, 
online  flower  company  is  attacking  a  field  with  two  we 
established  players — l-800-flowers.com  and  FTD.com — ar 
a  bunch  of  upstarts  such  as  Florist.com,  Flowers  USA,  ai 
Flower.com.  Worse,  investors  hate  the  market:  Shares 
1 -800-flowers.com  and  FTD.com  are  down  58%  and  62° 
respectively,  since  their  1999  IPOs. 


FBR  TECHNOLOGY 
VENTURE  PARTNERS 

FBR    is    the    venture    arm    of 
Arlington,    Virginia,    invest- 
ment bank  Friedman,  Billings, 
Ramsey.  In  March  of  last  year 
it  invested  $2  million  in  Varsi- 
tyBooks.com,  which  sells  textbooks 
to  college  students. 

Hardly  a  novel  idea.  In  fact,  there  is  a  glut  of  college  bo< 
sites:  Textbooks.com,  Edu.com,  Bigwords.com,  Colleg 
books.com,  Ecampus.com... the  list  goes  on  and  on. 

At  least  one  other  investor  saw  the  folly  of  Varsit 
Books.com.  Munder  NetNet  fund  manager  Cook  declined 
invest:  "We  invited  the  company's  management  in  for  a  taj 
but  didn't  see  how  or  when  they'd  turn  a  profit."  He's 
alone.  VarsiryBooks'  February  IPO  was  a  flop:  The  firm  rais 
only  $40  million,  after  having  lowered  its  expectations  to  $ 
million.  The  firm's  shares  recently  traded  at  VAt. — maki 
FBR's  almost  1  million  shares  the  textbook  example  o 
soured  investment. 


Nate  Hardcastle  is  a  writer  based  in  Portland,  Maine, 
previously  reported  on  ASAP's  100  Richest  in  High  lech  a 
Ramp  Champs. 
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V        ▼  number  of  deals  pro- 

liferating, more  and  more  VC  firms  are 
playing  follow  the  leader.  They  are  arriving  late  to 
already  crowded  Internet  spaces  and  funding  stupid, 
me-too  deals.  Here  are  a  few  examples: 

PRIMUS  VENTURE  PARTNERS 

Primus  is  a  $340  million  fund  based  in  Cleveland,  Ohio,  best 
known  for  investments  such  as  Cyberian  Outpost  and  DeVry 
Institute.  It  has  joined  with  New  York  firm  Scripps  Ventures 
to  chip  in  roughly  $6.6  million  for  Ingredients.com,  which 
sells  its  own  line  of  personal  care  products  over  the  Web. 

Sounds  marvelous,  except  Women's  Wear  Daily  recently 
counted  more  than  50  beauty-related  sites.  "The  prestige  beauty 
space  really  exploded  at  the  end  of  last  summer,"  says  Jupiter 
Communications  analyst  Mike  May.  "It's  way  too  crowded." 

Granted,  beauty  products  is  a  huge  market  (expected  to  hit 
$360  million  by  2003,  says  Jupiter),  and  gross  margins  can 
reach  65%.  Still,  the  folks  at  Ingredients.com  have  set  them- 
selves a  nearly  impossible  task:  battling  the  intense  competi- 
tion while  trying  to  create  their  own  brand  name. ..just  what 
the  cosmetic  world  doesn't  need — Estee  Lauder  II. 

ZONE  VENTURES 

Started  in  1998  by  Draper  Fisher  Jurvetson,  Los  Angeles- 
based  Zone  invested  about  $1  million  in  Allpets.com  last  July. 
Not  only  is  pet  supplies  one  of  the  most  crowded  spaces  on 
the  Internet  but  there  are  already  a  couple  of  well-funded 
major  players.  (Both  Petstore.com  and  Petopia  have  received 
$150  million  in  funding,  and  Pets.com  received  $110  million 
prior  to  its  February  initial  public  offering.) 

"I  don't  quite  get  it,"  admits  Paul  Cook, 

comanager  of  the  large  Internet  fund 

Munder  NetNet.  Cook  points  out  that 

pet  food  is  a  low-margin  item  that  eats  up 

warehouse  space  and  costs  a  lot  to  ship. 

Accel  Partners  VC  Jim  Breyer  is  more  direct. 

"It's  a  ludicrous  market  segment,"  he  says. 

"There's  going  to  be  a  bloodbath." 

So  why  did  Zone  Ventures  fund  the 
thing?  Director  Frank  Creer  cites  several 
factors  in  his  decision,  including  the 
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energy  and  motivation  of  Allpets  "top  dog'! 

Niloo  Howe  and  her  access  to  thousands  o1 

pages  of  pet-related  content.  What  does  Cree! 

think  of  his  investment  to  date?  "I'm  glad  wJ 

invested  only  $1  million,"  he  acknowledges. 


JPS   INTERNATIONAL 

Jared  Schutz,  founder  of  virtual  greeting  card  site  Bluemoun 
tain.com,  started  JPS  with  the  $780  million  he  got  from  sellin 
Bluemountain.com  to  Excite@Home.  JPS'  first  move:  arranj 
ing  $35  million  for  Proflowers.com  last  January.  No  surpris 
there — Schutz  is  Proflowers'  founder. 

Perhaps  Schutz  should  go  back  to  greeting  cards.  Hi 
online  flower  company  is  attacking  a  field  with  two  wel 
established  players — 1-800-flowers.com  and  FTD.com — an 
a  bunch  of  upstarts  such  as  Florist.com,  Flowers  USA,  an 
Flower.com.  Worse,  investors  hate  the  market:  Shares 
1-800-flowers.com  and  FTD.com  are  down  58%  and  62° 
respectively,  since  their  1999  IPOs. 

FOR  TECHNOLOGY 
VENTURE  PARTNERS 

FBR    is    the    venture    arm    of 
Arlington,    Virginia,    invest- 
ment bank  Friedman,  Billings, 
Ramsey.  In  March  of  last  year 
it  invested  $2  million  in  Varsi- 
tyBooks.com,  which  sells  textbooks 
to  college  students. 

Hardly  a  novel  idea.  In  fact,  there  is  a  glut  of  college  boo 
sites:  Textbooks.com,  Edu.com,  Bigwords.com,  Collegi 
books.com,  Ecampus.com. ..the  list  goes  on  and  on 

At  least  one  other  investor  saw  the  folly  of  Varsit; 
Books.com.  Munder  NetNet  fund  manager  Cook  declined  t 
invest:  "We  invited  the  company's  management  in  for  a  ta 
but  didn't  see  how  or  when  they'd  turn  a  profit."  He's  n< 
alone.  VarsityBooks'  February  IPO  was  a  flop:  The  firm  raist 
only  $40  million,  after  having  lowered  its  expectations  to  $i 
million.  The  firm's  shares  recently  traded  at  37A — makir 
FBR's  almost  1  million  shares  the  textbook  example  of 
soured  investment. 

Nate  Hardcastle  is  a  writer  based  in  Portland,  Maine.  \ 
previously  reported  on  ASAP's  100  Richest  in  High  Tech  ai 
Ramp  Champs. 
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Fairchild's  first  product  was 
the  planar  transistor,  shown 
taped  to  the  page  at  left. 
It  had  a  single  transistor. 
Today,  Intel's  Pentium  III 
holds  9.5  million  transistors. 
The  difference  between 
the  two  is  Moore's  Law 
in  action. 


Rock  listed  each  transistor 
as  being  sold  at  SI  50.  This 
was  a  typo;  it  should  have 
read  $1.50.  Even  at  $1.50 
it  provided  a  profit  per 
transistor  of  87%. 


1  Mallory — Now  North  Americ 


2  Sylvania— Sold  lamps  and  |jfocuses  on 
of  Siemens. 

3  North  American—  North  AmeiUp  mak,ng 

6  Baldwin-Lima-Hamilton — The     ,   , 

two  withering  railroad  giants,  rJws  favonte  saV 

survive  the  future-and  endedv  or  seems  about 

icroprocessor. 

7  AMF—  AMF  Bowling  World* 
empire,  invented  the  pinspotterp        v 
somehow,  need  a  semiconducti 

13  Burroughs—  One  of  the  first  miSSed  the 

the  adding  machine;  merged  wi 

Unisys,  which  builds  machines  •  York  was  the 

20  Sparry  Rand — Historic  comf 

ENIAC;  merged  with  Burroughsjntrepreneur  in 

25  Western  Union— With  wires16,  ^aJ"c '" .... 

owned  the  information  age.       ght   $'-5  m,lll°n 

miconductor,  that 

32  Champion — Spark  plug  manter  age,  and  the 


The  87%  Profit  Memo 


About  a  year  after  the  "traitor- 
ous eight"  had  formed  Fair- 
child  Semiconductor,  the  partners 
at  investment  bank  Hayden  Stone 
wanted  to  know  what  was  going  on 
out  in  California,  and  if  there  was 
any  money  to  be  made  on  the  deal. 
In  the  above  memorandum,  Arthur 
Rock  invites  his  colleagues  to  take 
a  look  at  the  product  and  then 
do  the  math.  The  Fairchild  transis- 
tor cost  13  cents  to  produce  and 
yielded  $1.50,  a  profit  of  87%. 


Assuming  that  some  of  the  part- 
ners, after  doing  the  math,  actually 
cared  what  the  transistor  did,  Rock 
added  an  explanation:  "This  tran- 
sistor is  used  in  the  computers  in 
various  missels  [sic]  and  satellites." 
Little  did  he  know  the  biggest  mar- 
ket for  semiconductors  would  be 
years  away  and  would  come  only 
after  the  invention  of  a  small,  rela- 
tively inexpensive  machine  whose 
main  purpose  was  to  process  words: 
the  personal  computer. 


33  Curtiss-Wright—\n  1929,  Orv 
their  company  with  arch  rival  cicontractor  but 
Company.  To  have  invested  in  tffnany  opportu- 
ne ensured  Curtiss-Wright  a  l&irchildren"  that 

-,„  .  „  iwas  happening 

;34  M.jMww-Competed  brieffhat  same  yeari 

ne  budding  videogame  market  |k  ^oyce 


Special  thanks  to  Arthur  Rock,   Eugene 
Kleiner,   and  Jay  Last  for  contributing 
to  this  project. 
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liferating, more  and  more  VC  firms  are 
playing  follow  the  leader.  They  are  arriving  late  to 
already  crowded  Internet  spaces  and  funding  stupid, 
me-too  deals.  Here  are  a  few  examples: 

PRIMUS  VENTURE  PARTNERS 

Primus  is  a  $340  million  fund  based  in  Cleveland,  Ohio,  best 
known  for  investments  such  as  Cyberian  Outpost  and  DeVry 
Institute.  It  has  joined  with  New  York  firm  Scripps  Ventures 
to  chip  in  roughly  $6.6  million  for  Ingredients.com,  which 
sells  its  own  line  of  personal  care  products  over  the  Web. 

Sounds  marvelous,  except  Women's  Wear  Daily  recently 
counted  more  than  50  beaury-related  sites.  "The  prestige  beauty 
space  really  exploded  at  the  end  of  last  summer,"  says  Jupiter 
Communications  analyst  Mike  May.  "It's  way  too  crowded." 

Granted,  beauty  products  is  a  huge  market  (expected  to  hit 
$360  million  by  2003,  says  Jupiter),  and  gross  margins  can 
reach  65%.  Still,  the  folks  at  Ingredients.com  have  set  them- 
selves a  nearly  impossible  task:  battling  the  intense  competi- 
tion while  trying  to  create  their  own  brand  name... just  what 
the  cosmetic  world  doesn't  need — Estee  Lauder  II. 

ZONE  VENTURES 

Started  in  1998  by  Draper  Fisher  Jurvetson,  Los  Angeles- 
based  Zone  invested  about  $1  million  in  Allpets.com  last  July. 
Not  only  is  pet  supplies  one  of  the  most  crowded  spaces  on 
the  Internet  but  there  are  already  a  couple  of  well-funded 
major  players.  (Both  Petstore.com  and  Petopia  have  received 
$150  million  in  funding,  and  Pets.com  received  $110  million 
prior  to  its  February  initial  public  offering.) 

"I  don't  quite  get  it,"  admits  Paul  Cook, 
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energy  and  motivation  of  Allpets  "top  dog 

Niloo  Howe  and  her  access  to  thousands  ( 

pages  of  pet-related  content.  What  does  Cre< 

think  of  his  investment  to  date?  "I'm  glad  w 

invested  only  $1  million,"  he  acknowledges. 


JPS   INTERNATIONAL 

Jared  Schutz,  founder  of  virtual  greeting  card  site  Bluemoui 
tain.com,  started  JPS  with  the  $780  million  he  got  from  sellir 
Bluemountain.com  to  Excite@Home.  JPS'  first  move:  arran: 
ing  $35  million  for  Proflowers.com  last  January.  No  surpri: 
there — Schutz  is  Proflowers'  founder. 

Perhaps  Schutz  should  go  back  to  greeting  cards.  H 
online  flower  company  is  attacking  a  field  with  two  wel 
established  players — l-800-flowers.com  and  FTD.com — ar 
a  bunch  of  upstarts  such  as  Florist.com,  Flowers  USA,  ar 
Flower.com.  Worse,  investors  hate  the  market:  Shares 
1 -800-flowers.com  and  FTD.com  are  down  58%  and  62^ 
respectively,  since  their  1999  IPOs. 

FOR  TECHNOLOGY 
VENTURE  PARTNERS 

FBR    is    the    venture    arm    of 
Arlington,    Virginia,    invest- 
ment bank  Friedman,  Billings, 
Ramsey.  In  March  of  last  year 
it  invested  $2  million  in  Varsi- 
tyBooks.com,  which  sells  textbooks 
to  college  students. 

Hardly  a  novel  idea.  In  fact,  there  is  a  glut  of  college  boc 
sites:  Textbooks.com,  Edu.com,  Bigwords.com,  Colleg 
books.com,  Ecampus.com. ..the  list  goes  on  and  on 

At  least  one  other  investor  saw  the  folly  of  Varsit 
Books.com.  Munder  NetNet  fund  manager  Cook  declined 
invest:  "We  invited  the  company's  management  in  for  a  ta 
but  didn't  see  how  or  when  they'd  turn  a  profit."  He's  n 
alone.  VarsityBooks'  February  IPO  was  a  flop:  The  firm  raisi 
only  $40  million,  after  having  lowered  its  expectations  to  $.' 
million.  The  firm's  shares  recently  traded  at  3%. — makii 
FBR's  almost  1  million  shares  the  textbook  example  of 
soured  investment. 


Nate  Hardcastle  is  a  writer  based  in  Portland,  Maine.  I 
previously  reported  on  ASAP's  100  Richest  in  High  Tech  at 
Ramp  Champs. 


Eugene  Kleiner's  1957  letter 

started  the  chip  era 
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6  The  "traitorous  eight"  did  deliver  on  their  promise  to 

year— with  the  2N697  transistor. 


1  In  1955  Dr.  William  Shockley  started  Shockley  Semiconductor  Labo 
the  best  and  brightest  young  computer  scientists  and  engineers  in 
including  Bob  Noyce,  Gordon  Moore,  Eugene  Kleiner,  Jay  Last,  Ju, 
Victor  Grinich,  Jean  Hoerni,  and  Sheldon  Roberts. 


2  Why  was  Kleiner's  boss,  Wi 
"confusing  and  demoralizing 
Shockley  made  his  employe 
tests  and  regularly  remarke 
out  of  20  people  is  psychoti 
psychotics  on  his  staff. 

3  In  the  letter,  Kleiner  outlines 
seven  (soon  to  be  eight)  en 
to  join  a  larger  corporation 
the  advanced  semiconductt 
the  notion  of  creating  a  sta 
almost  inconceivable. 

4  After  leaving  Shockley  Lab, 
dubbed  the  "traitorous  eigh 
Shockley  held  intense  persi 
of  the  departing  employees 
speak  to  several  members  I 

5  To  pursue  the  work  that  we 
semiconductors,  Kleiner  esi 
$750,000  to  SI  million.  In  to< 
amount  to  some  $6  million, 
fabrication  plant  costs  up  t 


7  The  group's  first  office  was  in  team  member  Victor 
Grinich's  Palo  Alto  garage.  Later  they  moved  to  a  half- 
finished  Mountain  View  building  lacking  electricity. 
When  they  needed  power,  the  young  engineers  rigged 
a  wire  from  the  office  to  a  nearby  telephone  pole. 

8  Kleiner  mentions  that  the  group  is  attached  to  the  area 
and  would  like  to  "establish  the  operation"  south  of  San 
Francisco.  The  term  Silicon  Valley  had  not  yet  been  coined. 
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The  digital  age  began  when  a  small  rebel  band  sought         ^— S 


digital  age  beg< 
backing  for  a  revolutionary  idea 

It  is  the  most  important  letter  in  American 
business  history  (see  left);  without  it  there 
would  be  no  silicon  in  Silicon  Valley.  But 
in  1957  it  was  simply  a  three-page  "pros- 
pectus" written  by  a  29-year-old  engineer  named 
Eugene  Kleiner  explaining  that  he  and  his  col- 
leagues at  Shockley  Semiconductor  Laboratory 
wanted  to  break  away  and  get  a  company  into  the 
semiconductor  business. 
Written  to  a  family  friend  at  the  investment 


bank  Hayden  Stone,  Kleiner  explained  that 
team  members  wanted  to  leave  their  cur 
employer,  Dr.  William  Shockley.  His  "confu 
and  demoralizing  management"  had  bee 
unbearable,  forcing  them  to  pursue  their  rese 
in  the  new  field  of  integrated  circuits  elsewf 
But  40  years  ago,  starting  a  company  wa 
even  considered  by  the  young  men.  After 
this  was  the  age  of  the  Organization  Man. 
wanted  to  find  a  large  company  willing  to 
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From  left  to  right:  Gordon  Moore,  Sheldon  Roberts,  Eugenes 
Bob  Noyce,  Victor  Grinich,  Julius  Blank,  Jean  Hoerni,  and  J-  ' 


9  Kleiner  says  tflt  no  one  on  the  team  has  "ambitions  as  a  manager 
on  the  top  /eiM'This  was  to  prove  wrong.  The  "traitorous  eight" 
included  indifluals  who  went  on  to  manage  Intel,  Kleiner  Perkins 
Caufield  &  Bars,  Teledyne,  and  Intersil,  among  others. 
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Documents 


,  perhaps  as  a  product-development  team, 
jiner's  letter  landed  on  the  desk  of  31 -year- 
Arthur  Rock  at  Hayden  Stone.  Sensing  an 
lunity,  Rock  agreed  to  meet  with  the  group 
igineers,  arguably  the  brightest  scientific 
>  of  their  generation. 

ter  meeting  with  the  group,  Rock  looked 
id  for  a  corporation  with  the  vision  to  take  a 
n  the  little  band.  In  all,  46  companies  made 
s  prospect  list,  some  of  them  household 
is,  such  as  Ford,  Motorola,  and  Western 


Union.  It  was  the  47th  (and  unlisted)  company, 
Fairchild  Camera  and  Instrument,  that  finally 
decided  to  back  the  group.  The  list  shown  below, 
written  by  Rock  on  a  sheet  of  lined  paper,  shows  his 
prospects — a  "to-do"  list  for  the  electronics  age. 

By  the  time  Fairchild  agreed  to  help,  the  seven, 
now  joined  by  Shockley's  golden  boy,  Bob  Noyce, 
had  grown  to  eight.  The  "traitorous  eight,"  as 
Shockley  dubbed  them  when  they  quit  en  masse, 
had  now  chosen  a  different,  more  dangerous 
course:  They  would  start  their  own  company  within 


Fairchild  and  become  a  wholly  owned  subsidiary, 
Fairchild  Semiconductor. 

Kleiner's  original  letter,  published  here  for  the 
first  time,  is  definitely  a  young  man's  pitch,  trying 
to  be  professional  and  diplomatic  but  unable  to 
fully  conceal  his  frustration.  In  these  pages,  you 
can  hear  the  initial  voices  of  Silicon  Valley.  This 
is  where  modern  entrepreneurship  starts.  This  is 
where  high  tech  venture  capital  begins. 

RODES  FISHBURNE  AND  MICHAEL  S.  MALONE 
Additional  reporting  by  Andrew  Freiburghouse 


thur  Rock's  To-Do  List 

The  companies  listed  at  right  are  ones  that  Rock  thought 
were  most  likely  to  fund  the  enterprise,  judging  by  the  number 
of  the  group's  contacts  at  the  companies,  the  company's 
strategy,  etc.  They  are  numbered  in  the  order  in  which  Rock 
intended  to  approach  them  for  funding. 

1  Mallory — Now  North  American  Capacitor  Company. 

2  Sylvania — Sold  lamps  and  lightbulbs;  now  a  division 
of  Siemens. 

3  North  American— North  American  Van  Lines. 

6  Baldwin-Lima-Hamilton — The  product  of  a  merger  between 
two  withering  railroad  giants,  BLH  was  looking  for  a  way  to 
survive  the  future — and  ended  up  missing  the  train. 

7  AMF — AMF  Bowling  Worldwide,  a  veritable  bowling 
empire,  invented  the  pinspotter  in  1946.  Would  it  someday, 
somehow,  need  a  semiconductor? 

13  Burroughs — One  of  the  first  computer  companies;  invented 
the  adding  machine;  merged  with  Sperry  Rand  in  1986  to  form 
Unisys,  which  builds  machines  that  run  Intel  chips. 

20  Sperry  Rand — Historic  computer  company;  birthplace  of 
ENIAC;  merged  with  Burroughs  to  form  Unisys. 

25  Western  Union — With  wires  and  chips,  it  could  have 
owned  the  information  age. 

32  Champion — Spark  plug  manufacturer. 

33  Curtiss- Wright—  In  1929,  Orville  and  Wilbur  Wright  merged 
their  company  with  arch  rival  Curtiss  Aeroplane  and  Motor 
Company.  To  have  invested  in  the  "traitorous  eight"  would 
have  ensured  Curtiss-Wright  a  long  flight. 

34  Magnavox — Competed  briefly  with  Fairchild  in  1976  for 
the  budding  videogame  market  Now  known  as  Philips 
Magnavox,  it  is  a  giant  in  consumer  electronics. 
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35  National  Cast 
software  and  se 

36  Motorola — T 
semiconductors. 

37  McGraw  Elec 
ing,  "Never  buy 
to  go  broke,"  me 

38  General  Mills 
company  that  m 

39  United  Shoe- 
Maxwell  Smart  : 

Not  Listed — Fairc 
47th  company. 

Arthur  Rock  con 
his  own  right,  ai 
September  1957, 
in  funding,  givini 
would  usher  in  t 
information  age. 

Fairchild  flourish 
by  1965  was  her 
nities  elsewhere 
the  parent  comp 
in  the  field.  In  1! 
with  $2.5  million 
and  Gordon  Mo< 
Intel — and  weni 


FJt 


The  names  listed 

on  the  left-hand 

side  of  the  memo 

are  names  of 

Hayden  Stone 

partners. 


Fairchild's  first  product  was 
the  planar  transistor,  shown 
taped  to  the  page  at  left. 
It  had  a  single  transistor. 
Today,  Intel's  Pentium  III 
holds  9.5  million  transistors. 
The  difference  between 
the  two  is  Moore's  Law 
in  action. 


Rock  listed  each  transistor 
as  being  sold  at  $150.  This 
was  a  typo;  it  should  have 
read  SI  .50.  Even  at  $1.50 
it  provided  a  profit  per 
transistor  of  87%. 


ish  Rqister — Now  NCR,  the  company  focuses  on 
jerviGS  for  Internet  businesses. 

-The  mly  company  on  the  list  to  end  up  making 
rs. 

'ectric—  Founder/President  Max  McGraw's  favorite  say- 
ly  a  ompany  unless  it's  making  money  or  seems  about 
nean  that  he  missed  fathering  the  microprocessor. 

lis — itegrated  circuits  were  not  adopted  by  the 
make  Cheerios. 

e--B  ignoring  Rock  and  company,  it  missed  the 
1  she-phone  market. 

irchih  Camera  and  Instrument  of  New  York  was  the 


The  87%  Profit  Memo 


About  a  year  after  the  "traitor- 
ous eight"  had  formed  Fair- 
child  Semiconductor,  the  partners 
at  investment  bank  Hayden  Stone 
wanted  to  know  what  was  going  on 
out  in  California,  and  if  there  was 
any  money  to  be  made  on  the  deal. 
In  the  above  memorandum,  Arthur 
Rock  invites  his  colleagues  to  take 
a  look  at  the  product  and  then 
do  the  math.  The  Fairchild  transis- 
tor cost  13  cents  to  produce  and 
yielded  $1.50,  a  profit  of  87%. 


Assuming  that  some  of  the  part- 
ners, after  doing  the  math,  actually 
cared  what  the  transistor  did,  Rock 
added  an  explanation:  "This  tran- 
sistor is  used  in  the  computers  in 
various  missels  [sic]  and  satellites." 
Little  did  he  know  the  biggest  mar- 
ket for  semiconductors  would  be 
years  away  and  would  come  only 
after  the  invention  of  a  small,  rela- 
tively inexpensive  machine  whose 
main  purpose  was  to  process  words: 
the  personal  computer. 


lontaced  Sherman  Fairchild,  a  gutsy  entrepreneur  in 
and  old  him  on  both  the  idea  and  the  team.  In 
i7  Fa  child  granted  the  "traitorous  eight"  $1.5  million 
ing  bth  to  the  company,  Fairchild  Semiconductor,  that 
i  thenicroprocessor  age,  the  computer  age,  and  the 
e 

sliedn  the  early  1960s  as  a  defense  contractor  but 
e>noihaging  talent:  There  were  tot,1  many  opportu- 
re,  a:well  as  a  feeling  among  the    Fairchildren"  that 
npan  did  not  fully  understand  what  was  happening 
1968teacher  Bob  Noyce  resigned  That  same  year, 
jn  in  jnding  arranged  by  Arthur  I      k,  Noyce 
looreounded  a  company  with  th       range  name  of 
jntoito  drive  the  entire  high  tec      idustry. 

ANDF   W  FREIBURGHOUSE 


Special  thanks   to  Arthur  Rock,    Eugene 
Kleiner,   and  Jay  Last  for  contributing 
to  this  project. 
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Venture  Capital 
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FOUNDING  FUNDERS I 


Two  venerable 
I  VCs  talk 

I      about  then 

and  now 


HEY  are  the  founding 
fathers  of  venture 
capital.  At  different 
times  over  the  past  40 
years,  Arthur  Rock  (left) 

and  Eugene  Kleiner  (right)  have  been  investors 
and  entrepreneurs,  competitors  and  partners, 
hrough  it  all,  they  have  always  been  friends. 
They  first  met  in  1957  when  Kleiner  was  one  of  the  bril- 
mt  young  scientists  at  Shockley  Semiconductor  Labora- 
>ry  in  Mountain  View,  California.  Kleiner  wrote  a  now 
mous  note  (see  foldout  section  starting  on  page  139)  to 
Dck,  a  young  investment  banker  at  Hayden  Stone  in  New 
)rk,  asking  for  help.  That  letter  ultimately  laid  the 
oundwork  for  Fairchild  Semiconductor  and  the  first  inte- 
ated  circuit. 

In  1961,  Rock  made  permanent  his  commitment  to  high 
:h  venture  capital,  cofounding  Davis  &  Rock  in  San 
ancisco  with  Kleiner  as  a  limited  partner.  Rock  went  on 
become  the  most  famous  VC  in  history,  investing  in 
als  including  Scientific  Data  Systems,  Teledyne,  Intel, 
d  Apple. 

Kleiner,  for  his  part,  stayed  in  the  corporate  world  until 
72,  when  he  teamed  up  with  another  legend,  Tom  Perkins, 
found  Silicon  Valley's  most  renowned  venture  capital  firm, 
:iner  Perkins  Caufield  &c  Byers.  His  most  famous  deal  is 
)bably  Tandem  Computer,  now  part  of  Compaq. 
Kleiner,  now  retired,  is  a  busy  philanthropist  in  Silicon 
ley.  Rock  remains  active,  though  he  spends  much  of  his 
le  at  his  home  in  Aspen,  Colorado.  Michael  S.  Malone  and 
des  Fishburne  of  Forbes  ASAP  met  the  two  legends  at 
ck's  office  in  San  Francisco. 


ASAP:  Gentlemen,  what  was  the  galvanizing  event  that 
created  professional  venture  capital? 
ROCK:  Well,  my  experience  with  Fairchild  [in  1957]. 
KLEINER:  By  then  the  time  had  come  to  institutionalize  ven- 
ture capital  rather  than  have  it  just  be  rich  families  investing 
in  businesses. 

ASAP:  Why  would  you  go  into  venture  capital  when  you 
were  obviously  doing  so  well  in  the  corporate  world? 
KLEINER:  I  liked  the  returns.  But  it  was  also  the  excitement 
of  getting  involved  with  these  companies.  I  saw  a  need  that 
companies  had. 

ASAP:  In  Silicon  Valley  history,  the  transformative  event  was 
Fairchild  blowing  up  in  1968  and  throwing  out  all  of  these 
new  businesses  over  the  Valley.  What  was  the  size  of  a  typical ' 
deal  from  1965  to  1970? 

ROCK:  Davis  &  Rock  was  started  with  all  of  $5  million.  We 
didn't  make  an  investment  in  a  single  company  over 
$300,000  or  $350,000. 

KLEINER:  In  1972  our  first  fund  was  $8  million.  Our  first  big 
investment  was  in  Tandem  Computer.  We  invested  $1.2  mil- 
lion, which  was  15%  of  the  entire  fund.  As  a  general  rule  you 
shouldn't  exceed  10%  of  your  total  fund  in  each  investment. 
ASAP:  But  now  VCs  are  creating  $1  billion  funds.  Does  that 
mean  each  investment  can  be  $100  million? 
KLEINER:  [Long  pause]  I've  never  participated  in  a  billion- 
dollar  fund,  so  I  just  don't  know. 
ROCK:  It's  just  a  different  world.  It's  an  order  of  magnitude 

Forbes  ASAP    May  29,  2000    I    145 
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the  most  important  letter  in  American 
ness  history  (see  left);  without  it  there 
would  be  no  silicon  in  Silicon  Valley.  But 
.  in  1957  it  was  simply  a  three-page  "pros- 
pectus" written  by  a  29-year-old  engineer  named 
Eugene  Kleiner  explaining  that  he  and  his  col- 
leagues at  Shockley  Semiconductor  Laboratory 
wanted  to  break  away  and  get  a  company  into  the 
semiconductor  business. 
Written  to  a  family  friend  at  the  investment 


bank  Hayden  Stone,  Kleiner  explained  tip 
team  members  wanted  to  leave  their 
employer,  Dr.  William  Shockley.  His  "co 
and  demoralizing  management"  had  b 
unbearable,  forcing  them  to  pursue  their  re 
in  the  new  field  of  integrated  circuits  else 
But  40  years  ago,  starting  a  company 
even  considered  by  the  young  men.  Af 
this  was  the  age  of  the  Organization  Mai 
wanted  to  find  a  large  company  willing 


From  left  to  right:  Gordon  Moore,  Sheldon  Roberts.  Eug 
Bob  Noyce,  Victor  Grinich,  Julius  Blank,  Jean  Hoerni,  ar. 


9  Kleiner  says  ttt  no  one  on  the  team  has  "ambitions  as  a  manager 
on  the  top  /eiM'This  was  to  prove  wrong.  The  "traitorous  eight" 
included  indiAials  who  went  on  to  manage  Intel,  Kleiner  Perkins 
Caufield  &  Bps,  Teledyne,  and  Intersil,  among  others. 
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world's  largest  publicly  held  software  implementor.  Application  services  fro; 

Rur  . 


swift.  Stand  with  thh      -on 


Introducing  AgilQTB    The  first  application  service  provider 

to  offer  your  business  greater  agility  and  stability. 

Whether  your  business  is  a  start-up  or  an  established 
player,  it's  more  important  than  ever  to  have  the  agility 
to  respond  to  the  velocity  of  change  in  your  marketplace. 
All  application  service  providers  promise  to  free  you 
from  the  costs  and  distractions  of  enterprise  software 
implementation.  We  think  an  ASP  should  do  much  more. 
Like  integrate  your  new  software  with  legacy  systems 
and  any  other  ASP  you  may  have,  and  run  on  the  most 
reliable  global  network  and  infrastructure.  It  should  offer 
many  applications,  along  with  time-proven  processes 
including  e-business  fulfillment.  Management  should 
come  from  IT  professionals  with  proven  track  records  in 
large-scale  implementation.  And  you  ought  to  be  able  to 
see  just  what  your  enterprise  software  is  doing  for  you 
with  a  customized  view  on  your  desktop. 

Only  one  application  service  provider  offers  enhanced 
agility  through  carefully  constructed  stability 


Run  with  the  swift.  Stand  with  the  strong. 
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HEY  are  the  founding 

fathers    of   venture 

capital.  At  different 

times  over  the  past  40 

years,  Arthur  Rock  (left) 

and  Eugene  Kleiner  (right)  have  been  investors 

and  entrepreneurs,  competitors  and  partners. 

irough  it  all,  they  have  always  been  friends. 

They  first  met  in  1957  when  Kleiner  was  one  of  the  bril- 

nt  young  scientists  at  Shockley  Semiconductor  Labora- 

ry  in  Mountain  View,  California.  Kleiner  wrote  a  now 

nous  note  (see  foldout  section  starting  on  page  139)  to 

ck,  a  young  investment  banker  at  Hayden  Stone  in  New 

k,  asking  for  help.  That  letter  ultimately  laid  the 

mndwork  for  Fairchild  Semiconductor  and  the  first  inte- 

ted  circuit. 

In  1961,  Rock  made  permanent  his  commitment  to  high 
i  venture  capital,  cofounding  Davis  &  Rock  in  San 
mcisco  with  Kleiner  as  a  limited  partner.  Rock  went  on 
become  the  most  famous  VC  in  history,  investing  in 
lis  including  Scientific  Data  Systems,  Teledyne,  Intel, 
1  Apple. 

Kleiner,  for  his  part,  stayed  in  the  corporate  world  until 
'2,  when  he  teamed  up  with  another  legend,  Tom  Perkins, 
:ound  Silicon  Valley's  most  renowned  venture  capital  firm, 
iner  Perkins  Caufield  &  Byers.  His  most  famous  deal  is 
bably  Tandem  Computer,  now  part  of  Compaq. 
Kleiner,  now  retired,  is  a  busy  philanthropist  in  Silicon 
ley.  Rock  remains  active,  though  he  spends  much  of  his 
I  at  his  home  in  Aspen,  Colorado.  Michael  S.  Malone  and 
ies  Fishburne  of  Forbes  ASAP  met  the  two  legends  at 
k's  office  in  SarvFrancisco. 


ASAP:  Gentlemen,  what  was  the  galvanizing  event  that 
created  professional  venture  capital? 
ROCK:  Well,  my  experience  with  Fairchild  [in  1957]. 
KLEINER:  By  then  the  time  had  come  to  institutionalize  ven- 
ture capital  rather  than  have  it  just  be  rich  families  investing 
in  businesses. 

ASAP:  Why  would  you  go  into  venture  capital  when  you 
were  obviously  doing  so  well  in  the  corporate  world? 
KLEINER:  I  liked  the  returns.  But  it  was  also  the  excitement 
of  getting  involved  with  these  companies.  I  saw  a  need  that 
companies  had. 

ASAP:  In  Silicon  Valley  history,  the  transformative  event  was 
Fairchild  blowing  up  in  1968  and  throwing  out  all  of  these 
new  businesses  over  the  Valley.  What  was  the  size  of  a  typical 
deal  from  1965  to  1970? 

ROCK:  Davis  &  Rock  was  started  with  all  of  $5  million.  We 
didn't  make  an  investment  in  a  single  company  over 
$300,000  or  $350,000. 

KLEINER:  In  1972  our  first  fund  was  $8  million.  Our  first  big 
investment  was  in  Tandem  Computer.  We  invested  $1.2  mil- 
lion, which  was  15%  of  the  entire  fund.  As  a  general  rule  you 
shouldn't  exceed  10%  of  your  total  fund  in  each  investment. 
ASAP:  But  now  VCs  are  creating  $1  billion  funds.  Does  that 
mean  each  investment  can  be  $100  million? 
KLEINER:   [Long  pause]  I've  never  participated  in  a  billion- 
dollar  fund,  so  I  just  don't  know. 
ROCK:  It's  just  a  different  world.  It's  an  order  of  magnitude 
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different.  The  pace  of  venture  capital  has  changed.  You  don't 

get  much  time  to  look  at  the  company.  [Shakes  his  head.] 

Sometimes  you  have  to  make  up  your  mind  that  day. 

ASAP:  How  long  did  it  used  to  take  to  do  due  diligence  on 

a  deal? 

KLEINER:  It  used  to  take  us  at  least  a  month. 

ASAP:  In  the  late  1960s  and  1970s,  most  of  the  Valley  VCs 

could  have  sat  around  one  large  table.  Now  Philadelphia 

banks,  foreign  money,  and  corporations  all  want  in  on  the  deal. 

KLEINER:  There  are  more  deals  and  more  money  available, 

but  more  mistakes  will  be  made  too. 

ROCK:  Yes,  but  the  returns  are  bigger  today.  You  can  afford 

to  have  more  losses. 


ASAP:  Every  measure  of  venture  capital  has  changed.  We're 
hearing  stories  of  VCs  sitting  on  17  or  18  company  boards. 
How  many  boards  did  you  sit  on  at  any  given  time? 
ROCK:  I  think  you  can  do  too  many.  I  think  four  to  five,  in 
my  case. 

KLEINER:  About  the  same  for  me. 

ROCK:  Just  figure  it  out.  If  you  sit  on  17  or  18  boards  and 
you're  looking  for  new  deals,  and  you're  looking  for  new 
employees,  how  much  time  do  you  have  for  any  one  company? 
ASAP:  Minutes  per  week. 
ROCK:  I  devoted  hours. 

KLEINER:  I  devoted  a  lot  of  time  with  Jimmy  Treybig  at 
Tandem.  Both  Tom  |Perkins]  and  I  were  on  the  board,  and  we 
were  almost  cofounders  of  the  company. 
ROCK:  These  people  today  get  in  and  out  of  deals  very 
quickly.  If  they  stay  with  a  company  three  or  four  years,  it's 
considered  an  awfully  long  time.  I  was  on  the  Teledyne  board 
for  33  years.  I  was  on  the  Intel  board  for  32  years.  That's  an 
awfully  different  atmosphere. 

ASAP:  Today,  as  soon  as  the  lockup  period  is  over  after  the  IPO, 
many  VCs  cash  out.  Should  the  role  of  the  VC  be  to  stay  involved 
with  the  company  and  help  it  become  a  strong  public  business? 
ROCK:  They  should  stay  with  the  company  and  help  it  be  a 
strong  business.  But  you  also  have  to  realize  that  they  are  get- 
ting their  money  from  institutions,  and  the  institutions  are 
only,  and  correctly,  interested  in  returns. 
ASAP:  That's  a  fundamental  shift  in  the  way  VCs  do  busi- 
ness. Is  it  good  or  bad? 


ROCK:   I  don't  know  if  it's  good  or  bad — I'm  just  a: 

observer — but  it's  different. 

ASAP:  Has  the  notion  of  the  gentleman's  club  of  ventur 

capitalists,  where  you  didn't  tread  on  each  other's  feet,  gon 

by  the  wayside? 

KLEINER:  I'm  retired  now,  but  I  don't  think  we  ever  tried 

take  a  deal  away  from  someone. 

ASAP:  Now  we're  hearing  stories  of  people  doing  deals  o 

the  phone  and  entrepreneurs  being  chased  down  in  resta 

rants  while  they  are  eating  meals  with  their  families. 

KLEINER:  I'm  not  meant  for  that. 

ASAP:  Do  you  see  anything  threatening  venture  capital? 

ROCK:  The  public  markets  are — at  some  point — not  goin 

to  be  there  the  way  they  are  now. 

ASAP:  Can  the  world  hold  any  more  e-commerce  compani 

valued  at  2,000  times  earnings? 

ROCK:  Amazon  announced  a  slight  profit  in  the  fourth  quai 

ter  and  apologized!  When  was  the  last  time  you  ever  heard 

something  like  that  happening? 

ASAP:  Nobody  seems  worried  about  making  a  profit  nov 

Does  that  bother  you? 

KLEINER:   In  principle,  it  bothers  me,  but  maybe  it  tak 

longer  to  make  a  profit.  I  don't  know. 

ROCK:  As  long  as  revenues  are  growing  as  rapidly  as  th 

are,  and  there  are  gross  profits. ..maybe  it  will  work.  We' 

got  to  see  if  it  produces  profits. 

ASAP:  What  about  companies  with  no  plans  for  profits? 

ROCK:  I  think  the  hope  is  that  someone  will  buy  them. 

ASAP:  Some  of  the  best  parts  of  your  careers  were  workin 

with  the  entrepreneurs,  getting  to  know  them  not  just  as  bus 

ness  partners  but  as  friends.  Has  that  fallen  by  the  wayside  too 

KLEINER:  We  did  it  one  way  because  we  thought  it  was  t 

best  way  to  do  it.  It's  being  done  another  way  now.  There 

not  just  one  way  to  do  it. 

ASAP:  What  makes  a  good  venture  capitalist? 

KLEINER:  The  desire  to  be  entrepreneurial.  You  identify  an 

understand  which  people  really  want  to  get  something  start 

and  those  that  just  like  to  go  through  the  motions. 

ROCK:  You  also  need  an  ability  to  listen.  It's  having  an  inte 

est  in  a  range  of  things,  a  general  interest.  It  takes 

a  long  time  to  tell  the  difference  between  a  faux  entrepr 

neur  and  a  real  entrepreneur.  But  the  business  plan  is  not  th; 

important  to  me.   I   disagree  with  Don  Valentine  abo 

whether  the  technology  itself  is  even  that  important.  I  thin 

it's  all  about  people. 

ASAP:  Did  you  see  this  incredible  boom  coming? 

KLEINER:  No,  it's  remarkable.  I  couldn't  have  predicted  it. 

ASAP:  Will  it  come  back  to  earth  because  the  fundameni 

won't  support  it? 

KLEINER:  It  won't  all  fall  apart,  but  there  will  be  a  shak 

out.  The  fact  is  that  all  of  this  change  does  seem  pretty  soli 

It  seems  to  be  changing  the  way  things  are  done. 

ROCK:  Maybe,  just  maybe,  the  fundamentals  will  rise  to  tl 

market.  Maybe  the  market  knows  something  that  all  of  us  a 

too  old  to  realize.  We  probably  only  know  5%  of  what  tl 

Internet  is  all  about.  I  personally  think  these  prices  are  ridici 

lous,  but  I'm  not  willing  to  say  there  is  a  crash  coming.  And 

would  have  said  the  same  thing  two  years  ago,  that  the  pric 

are  ridiculous.  But  look  what  happened. 


'46 


=orb..  ASAP      \l.iv  29.  2000 


don  adams. 

Built  marinas  for  22  years.  Through  good  times  and  bad.  Now  buys  equipment  and  supplies  online. 


1  7j.*Jt    *  ~    " 

* 

• 

marex  I 

the  marine  industry's  online  market) 

J  from  materials  to  hardware  to  electronics  and  more,  we're  the  marine  industry's  b. 

888-451-4111                      WWW.MAREX. 

Dlace 

2b  e-commerce  marketplace. 

COM 

W  \         m  I  U       —       -» 


Pitch  Johnson  (above  left,  and  below) 
of  Asset  Management  Company,  In  the 
cockpit  of  his  Astra  SPX,  which  he  regularly 
flies  to  Europe.  "The  airplane  is  a  time 
machine,"  says  Johnson,  a  stalwart  member 
of  Silicon  Valley's  old-guard  flight  squad. 
"Flying  enables  me  to  double  my  productivity. 
Who  can  squander  time  wandering  around  a 
commercial  airport?" 


ANY    PHILOSOPHICAL    DIFFERENCES    EXISJ 

between  the  Young  Turks  and  the  old  vetera( 
VCs,  and  none  is  more  important  than  thj 
found  up,  up  in  the  air. 

VCs  have  long  counted  planes  as  necessaii 
tools  of  their  trade.  But  while  an  earlier  gene. 
ation  of  VCs,  like  48-year  veteran  Reid  Denn, 
of  Institutional  Venture  Partners  (Seagati 
Exabyte),  and  38-year  veteran  Franklin  "Pitch"  Johnson 
Asset  Management  Company  (Amgen,  IDEC  Pharmaceutical; 
likes  to  sit  in  the  pilot's  seat,  the  younger  crowd  is  mo 
often  found  in  the  back  huddled  in  meetings  or  hunch 
over  computers. 

"People  don't  have  the  time  to  learn  how  to  fly,"  says  De 
nis.  "When  I  learned  to  fly,  I'd  stop  in  at  the  airport  befo 
work,  take  a  lesson,  and  be  at  the  office  by  9.  In  today's  eco 
omy,  the  hours  between  7  a.m.  and  9  a.m.  are  work  time." 
Dennis'  partner,  Geoff  Yang  (Excite@Home,  Juniper  N< 
works),  has  expressed  a  desire  to  fly.  "But  I  can't  see  any  w; 
for  him  to  carve  out  enough  time  to  do  so,"  Dennis  says,  "ai 
it  he  Joes,  I  can  only  hope  he's  not  flying  close  to  my  airspac 
His  mind  is  always  working  on  three  things  at  once!" 

Dennis  has  been  flying  since  1963,  when  he  took  his  fir 
lesson  at  San  Carlos  Airport  in  the  San  Francisco  Bay  Art 
Today  he  owns  and  operates  a  fleet  of  five  aircraft,  rangii 
from  a  single-engine  Cessna  Skylane  to  a  1946  Grumrru 
Mallard  to  a  Citation  V  Ultra. 
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Pitch  Johnson  has  flown  himself  everywhere 

>m  Argentina  to  Central  Russia,  in  the  days  when 

gotiating  foreign  airspace  was  tricky.  "I  enjoyed 

I  process  of  getting  places,"  Johnson  says.  "Back 

the  '70s  I'd  take  a  few  days  to  fly  somewhere 

er  a  weekend  and  arrive  ready  to  go." 

Johnson,  who  has  been  piloting  his  own  planes 

decades,  flies  himself  to  Seattle  or  Los  Angeles 

out  once  a  week  in  his  Astra  SPX — "small  but 

th  a  lot  of  speed" — and  makes  a  European 

Issing  once  every  two  or  three  months.  "Flying 

es  my  mind  off  everything  else,"  he  says. 

One  hopeful  bridge  between  the  generations 

nes  in  the  form  of  Kevin  Fong  of  the  Mayfield 

id  (Redback  Networks,  Geocast  Network  Sys- 

is),  who  is  intent  not  only  on  using  a  personal 

ne  but  also  flying  it.  Already  a  pilot,  he  contin- 

to  gain  experience  and  hours  in  the  air  so  that 

choice  of  aircraft  can  expand.  "It's  kind  of  like 

ling  merit  badges,"  he  explains.  Fong  co-owns 

essna  Citation  II  with  his  company  and  flies 

:  for  business  and  half  for  pleasure.  Flights  to 

tie  and  Southern  California  are  a  routine  part 

is  week. 

!  Flying  is  a  productive  business  tool,"  he  says, 
»ood  way  to  leverage  my  time."  Fong  does, 
ever,  occasionally  find  himself  in  the  rear  of  the 
t  holding  meetings  or  tackling  work.  Still,  the 
f  flying  is  obviously  a  passion;  most  of  his  non- 
icing  hours  are  spent  honing  his  aviation  skills, 
the  pulse  in  the  Valley  suggests  he  won't  be  the 
one  spending  scarce  free  time  in  flight  school. 
"I  get  asked  for  advice  all  the  time,"  says  the 
ig  VC,  "but  frequently  what  people  are  most 
ested  in  is  the  name  of  mv  flight  instructor."  ■ 


One  of  the  newest  additions  to  the  VC  air  force,  Kevin  Fong  of  the  Mayfield 
Fund,  has  a  Cessna  Citation  II  (pictured  left),  which  he  co-owns  with  Mayfield 
and  uses  half  for  business  and  half  for  pleasure.  "Flying  safely  takes  dedica- 
tion and  extreme  concentration.  You  can't  take  shortcuts,"  says  Fong,  who  is 
racking  up  flight  time  on  his  Cessna  so  he  can  fly  larger,  sexier  planes. 


Reid  Dennis  of  Institutional  Venture  Partners  has  a  fleet  of  five 
aircraft  and  is  pictured  here  between  his  seaplanes,  a  1946 
Grumman  Mallard  (background)  and  a  1955  Grumman  Albatross 
(foreground).  The  veteran  VC  and  pilot  has  flown  around  the  world 
and  recently  spent  months  retracing  the  flight  path  of  Amelia  Earhart. 
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GALLIC  CORPORATIONS  ARE 


THE  THIRD  WAVE  TO  HIT 


CALIFORNIA'S  SHORES 


BY  STEVE  DITLEA 


WHEN  MULTINATIONAL  TELECOM 
equipment  maker  Alcatel  an- 
nounced in  January  that  it  was 
forming  a  $150  million  venture 
fund  based  in  California,  it  was 
merely  another  sign  of  a  growing 
end:  corporations  getting  into  the  VC  game.  But 
ith  its  corporate  headquarters  in  France,  Alcatel 
presents  more  than  that — it's  the  latest  addition 
he  third  wave,  in  fact)  to  a  small  but  thriving 
rench  VC  community  centered  in  Silicon  Valley 
id  dating  back  several  decades. 

As  the  latest  arrival  on  the  scene,  Alcatel  Ventures,  which 

is  earmarked  80%  of  its  $150  million  fund  to  startups,  is 

fferent  in  at  least  two  respects  from  its  French  predecessors. 

is  run  by  two  principals  who  aren't  French — Managing 

irtner  Steve  Y.  Kim,  born  in  Korea,  and  cofounder  Victor  J. 

:e,  born  Korean-American — and  it's  given  its  California- 

ised  VC  partners  considerable  autonomy.  For  Kim  and  Lee, 

at  means  only  occasional  trips  to  Paris  for  consultation. 

antrast  this  with  the  venture  arm  of  another  major  French 

rporation,  defense  and  electronics  giant  Thomson-CSF. 

an-Michel  Barbier,  head  of  Thomson-CSF  Ventures  (a  $100 

llion  fund)  recently  completed  his  132nd  voyage  from  Paris 

Silicon  Valley  and  back. 

Long  before  the  French  corporations  arrived,  the  Valley  had 
number  of  French  transplants  who  found  their  way  here  as 
anagement  professionals  and  entrepreneurs  (after  all,  the 
ench  coined  the  word),  and  started  second  careers  as  venture 
pitalists.  Many  of  these  individuals  are  still  around,  most 
tably  National  Semiconductor  cofounder  Pierre  Lamond,  now 
Sequoia  Capital,  and  former  Sun  Microsystems  executive  VP 
rnie  Lacroute,  a  VC  at  Kleiner  Perkins  Caufield  &  Byers. 
The  second  wave  to  hit  the  shores  of  Silicon  Valley  con- 
ted  of  trans-Atlantic  venture  capital  funds  that  gained  a 
tthold  in  California  during  the  1970s.  The  first  of  these  was 
finnova  Ventures,  started  in  1974.  Its  five  successive  funds 
.ce  1984  (totalling  $129  million)  have  gone  from  being 
>stly  French  financed  to  predominantly  U.S.  and  interna- 
nally  backed.  Another  firm,  Partech  International,  started 


The  new  face  of  French  VCs:  Korean-born  Steven  Kim  is  managing  partner 
of  Alcatel  Ventures,  which  has  earmarked  80%  of  its  fund  to  startups. 

in  1982,  now  draws  its  $500  million  in  venture  capital  from 
a  broad  base  of  American  institutions  as  well  as  from  firms 
in  the  United  Kingdom,  Switzerland,  and  France.  The  largest 
of  the  trans-Atlantic  VCs,  Atlas  Venture  (founded  in  1980), 
finished  raising  $750  million  for  its  Atlas  Venture  V  fund  in 
January,  just  11  months  after  raising  $400  million  for  its  pre- 
vious fund,  also  aimed  at  startups  in  the  digital  economy. 

While  three  successive  waves  have  hit  California  shores, 
what  about  the  back  splash?  Is  any  of  this  VC  activity  having 
an  impact  in  France?  From  his  Silicon  Valley  vantage  point, 
former  Atlas  partner  Eric  Archambeau  sees  the  one-way  flow 
of  VC  funds  from  France  becoming  a  two-way  street.  "Venture 
capital  from  the  U.S.  is  just  starting  to  come  into  Europe," 
says  Archambeau,  noting  that  this  influx  began  with  compa- 
nies in  London.  "Next  year  in  France,  you  will  see  startups  in 
Internet  and  telecom  services  drawing  early-stage  financing 
from  American  funds." 

How  effective  that  money  will  be  remains  an  open  ques- 
tion, however.  In  Paris,  venture  capital  is  routinely  translated 
as  capital  risque,  and  innovation  and  entrepreneurialism  are 
just  starting  to  gain  a  foothold  in  the  business  culture.         ■ 

Steve  Ditlea  is  a  contributing  writer  for  Technology  Review. 
He  learned  to  speak  French  before  he  spoke  English. 
ditlea@interport.net 
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Seduced 

Abandoned 


"he  biotech  industry  \A/as 
>uilt  on  the  backs  of 
•ioneering  venture  capitalists, 
tut  where  are  they  now? 


BY  CYNTHIA  ROBBINS-ROTH 


fter  reading  that  Kleiner  Perkins 
Caufield  &  Byers,  former  bastion  of 
brainy  biotech  investing,  sank  $25 
million  into  Martha  Stewart's  pre-IPO 
company  after  stating  that  biotech  was 
not  its  cup  of  tea  anymore,  I  realized 
the  venture  capital  community  had 
completely  lost  its  mind.  While  I  am 
re  this  new  investment  will  pay  off,  there's  something  pain- 
about  seeing  the  firm  that  played  a  huge  role  in  creating 
i  biotech  industry  looking  to  designer  pot  holders  and 
line  recipes  as  the  next  great  thing. 

How  large  a  role  did  venture  capital  play  in  the  creation 
biotech?  Here's  the  bottom  line:  Biotech  probably  would 
t  exist  without  the  financial  oomph  of  the  early  venture 
'estors.  People  such  as  Eugene  Kleiner,  Tom  Perkins,  Bob 
'anson,  and  Brook  Byers,  among  others,  got  fired  up  in 
i  1970s  about  the  potential  to  use  the  hot  new  "genetic 
jineering"  to  create  a  world  of  new  products.  It  was  Bob 
anson's  vision  of  building  an  entirely  new  pharmaceutical 


industry,  able  to  treat  currently  untreatable  diseases,  that 
enticed  his  partners  from  Kleiner  Perkins  and  his  then-room- 
mate Byers  to  jump  on  the  biotech  bandwagon. 

Byers  quickly  moved  to  Kleiner  Perkins  and  funded 
Hybritech  and  20  other  biotech  firms  by  1990.  The  Hybritech 
management  team  became  an  incredible  engine  for  entre- 
preneurship,  starting  more  than  eight  new  companies  in  the 
San  Diego  area  that  generated  huge  shareholder  value.  Byers 
and  his  biotech  team  helped  fund  another  20  biotech  deals 
between  1990  and  1997,  including  top-tier  Millennium 
Pharmaceuticals,  now  carrying  a  market  capitalization  of 
around  $11  billion. 

Bill  Bowes  of  U.S.  Venture  Partners  was  impressed  enough 
by  the  technology  to  pull  together  the  team  that  built  Amgen, 
today  the  top  biotech  firm  in  the  world  with  annual  revenues 
topping  $3  billion.  Asset  Management,  also  an  early  investor 
in  Amgen,  helped  fund  more  than  nine  biotech  firms  over  the 
next  decade.  Domain  Associates,  created  with  Jim  Blair  in 
1985,  has  since  invested  in  more  than  35  biotech  companies. 
Institutional  Venture  Partners  threw  its  weight  behind  at  least 
six  biotech  firms  in  the  1980s. 

The  financial  success  of  these  venture  funds,  based  on  the 
early  1980s  initial  public  offerings  of  their  biotech  portfolio 
companies,  played  a  huge  role  in  the  drastic  expansion  of  the 
amount  of  money  invested  in  venture  funds  in  the  late  1980s 
and  early  1990s.  A  lot  of  that  cash — almost  $6  billion  by  the 
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SEDUCED  &  ABANDONED 


end  of  1997 — ended  up  funding  biotech  companies. 
This  investment  supported  the  development  of 
important  new  drugs  that  otherwise  would  never  have 
existed:  Epogen  (cancer  and  kidney  failure),  Activase 
(heart  attacks),  Enbrel  (arthritis),  Rituxan,  Herceptin 
(cancer),  and  a  range  of  potent  drugs  that  knock  out  the 
AIDS  virus,  and  more. 

REVERSE   COURSE 

But  by  1997,  the  attitude  on  Sand  Hill  Road  had 
changed  toward  biotech.  Arguments  were  breaking  out 
at  just  about  every  partner  meeting  in  Silicon  Valley 
over  why  the  funds  should  do  any  biotech  investing. 
OK,  so  the  companies  that  succeeded  generated  big 
returns  and  made  important  new  drugs  that  made  a  dif- 
ference in  people's  lives.  But  why  invest  and  have  to 
wait  years  for  the  payoff  when  Internet  stocks  could 
make  money  right  away? 

There  was  a  real  shift  away  from  new  drug  develop- 
ment, toward  software,  devices,  health  care  services, 
and  Internet-based  businesses.  Kleiner  Perkins  hasn't 
really  been  part  of  a  significant  biotherapeutics  deal  in 
the  past  three  years. 

Slowly  but  surely,  the  industry  leaders  stopped  stand- 
ing up  to  their  partners  and  limited  partners  and  left 
biotherapeutics  in  the  lurch.  By  1999,  even  a  company 
with  a  seasoned  team,  multiple  drug  discovery  programs 
aimed  at  cancer  and  infectious  diseases,  and  a  com- 
pound heading  into  preclinical  testing  couldn't  entice 
bucks  from  the  funds. 

Hambrecht  &c  Quist  (now  part  of  Chase),  a  source  of 
biotech  financial  support  since  the  early  '80s,  devoted 
more  than  half  of  its  annual  blockbuster  health  care 

Biotech  probably  would  not  exist 
without  the  financial  oomph  of 
the  early  venture  investors. 

conference  in  January  to  nonbiotech  companies.  Thirty- 
four  dot-com  companies  presented  to  a  slightly  confused 
audience  (BenefitMall.com?),  while  investors  jammed 
into  the  biotech  presentations  to  the  point  of  sitting  on 
the  floor  in  front  of  the  podium  in  their  dark  suits. 

TNI  JOKE'S  ON  THEM? 

So,  were  the  VCs  right  to  run  from  biotech?  Well,  the 
market  once  again  confounded  all  of  us.  As  recently  as 
December  1999,  biotech  insiders  were  concerned  about 
the  sector's  continuing  streak  of  poor  performance  in  the 
stock  market.  But  somewhere  in  December,  the  market 
decided  to  move  out  of  the  overvalued  regions  and  start 
putting  some  cash  into  an  undervalued  sector:  biotech. 
This  drove  the  American  Stock  Exchange  Biotech  Index 
up  to  the  level  of  S&P  performance  by  month's  end  and 
shot  it  into  the  stratosphere  by  the  end  of  February. 

But  there  is  an  even  more  compelling  reason  why  the 
venture  community  should  have  retained  its  support  of 
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new  biotech  companies.  We  still  face  huge  gaps  in 
treatment  options  for  diseases  that  affect  millions  o 
people — Alzheimer's  disease,  cardiovascular  disease, 
many  cancers,  infectious  diseases — and  all  of  those 
rarer  disorders  that  still  stymie  families  and  physicians. 
Big  pharma  made  it  pretty  clear  it  had  little  interest 
in  so-called  orphan  drugs,  those  aimed  at  patient  pop 
ulations  under  200,000.  But  several  of  the  top-tiei 
biotech  companies  —  Genentech,  Amgen,  Genzyme 
and  Chiron — made  their  reputations  on  those  orphar 
drugs.  Without  Genzyme's  support  for  biotherapeutics 
patients  with  Gaucher's  disease,  a  rare  fatal  genetic  dis 
order,  would  still  be  dying  after  years  of  illness. 

The  current  burst  of  Wall  Street  enthusiasn 
for  biotech  has  generated  a  rebirth  of  confidenc 
among  venture  investors  and  institutional  investors 
Maybe  they  will  even  start  funding  biotherapeuti 
companies  again.  But  in  the  meantime,  the  co 
shoulder  these  groups  showed  entrepreneurs  for  the  pas 
two  years  took  a  toll.  We  won't  know  for  sure  wha 
technology  disappeared  from  drug  development  than 
to  lack  of  funding — but  it's  clear  that  many  youn 
firms  had  to  slow  the  pace  of  research  and  develo 
ment  significantly. 

THE  REAL   PROBLEM 

What  can  we  learn  from  this  story?  The  failure  is 
the  venture  model,  which  spent  the  past  decade  buildin 
a  sector  that  failed  to  perform  as  expected.  Some 
the  biggest  problems  with  the  venture  model  art 
startup  fratricide  (if  one  genomics  company  is  goo( 
then  15  must  be  better!);  a  shift  in  emphasis  from  tryir 
to  build  sustainable,  successful  businesses  to  generatir 
rapid  exit  strategies  in  an  industry  that  inherent 
requires  patience;  lack  of  training  for  new  venture  ass( 
ciates  and  analysts  (just  as  biotech  funds  started  grov 
ing  their  portfolios,  the  best  mentors  started  takir 
sabbaticals  and  scaling  back).  The  new  kids  had  lo 
of  degrees  from  fancy  schools  but  not  much  expi 
sure  to  the  real  world  of  company  management  ar 
product  development. 

If  these  problems  sound  familiar  to  you  nonbiotec 
folks,  that's  because  the  investing  community  appli 
the  very  same  bad  ideas  to  every  hot  new  fad  th 
comes  down  the  pike,  starting  with  tulip  bulbs  in  tl 
1600s,  tracking  through  disk  drives  and  telecommur 
cations  in  the  1970s,  and  currently  burning  throu{j 
dot-coms. 

The  good  news  is  that  the  vacuum  left  by  the  ol| 
time  investors,  coupled  with  the  growing  need  for  mc 
products  to  keep  our  aging  bodies  going,  and  an  expll 
sion  of  technology,  has  created  a  great  opportunity.  An 
yes,  there  are  already  rumblings  that  new  funds  are  g( 
ting  ready  to  leap  back  into  the  fray.  Let's  hope  the 
new  investors  change  the  broken  venture  model. 


Cynthia  Robbtns-Roth  is  the  founding  partner  of  BioVt 
ture  Consultants  and  author  of  From  Alchemy  to  IP 
The  Business  of  Biotechnology. 
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Intornet    Billing 


While  you're  still  "looking  into"  Internet  billing, 
your  customers  may  be  looking  elsewhere. 


Sharpen  your  competitive  edge 
with  Internet  billing.  Derivion 
will  show  you  how  to  use  e-bills 
f    enhance  customer  loyalty. 
Increase  brand  awareness. 
:-eate  new  revenue  streams. 
m\di  keep  your  customers 
coming  back.  With  Derivion,  you 
can  have  a  complete  e-billing 
solution  up  and  running  in  as 
little  as  30  days. 

So  stop  "just  looking"  at 


-billing  and  make  your  move 


www.derivion.com. 
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With  mimio,  any  whiteboard  becom 

Every  idea  should  be  this  good. 


tcA  idea 


Ever  wish  you  could  quickly  share  the 
results  of  your  latest  brainstorming 
session  with  co-workers  or  clients? 
Now  you  can  with  mimio.  Simply 
attach  it  to  any  whiteboard  up  to  4  x  8 


feet  and  connect  it  to 


a  PC.  Then  insert  a 


standard  Expo  marker 


into  a  mimio 


jacket  and  start 


wi  iting.  The  mimio  software  captures 
whatever  you  write  or  draw  in  color 
and  in  real  time.  Print,  fax,  e-mail, 
drag  and  drop  into  any  Windows 
application,  or  share  notes  across  the 
Internet.  At  less  than  2.5  lbs.,  mimio 
is  portable  and  durable.  Perfect  for 
travel.  And  it's  priced  at  just  $499 


includin 


any  whiteboard  into  an  electronic 
one.  To  find  out  more  about  the 
extraordinary  mimio  — the  first  in  a 


series  o 


f  creative  collaboration  tools 


from  Virtual  Ink- call  1.877.my.mimio, 


or  you  can  visit  us  at  www.mimio.com. 
Meetings  will  never  be  the  same. 


www.mimio.com 
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Meet  the  Online  Auctioneers 


BY  GARY  ANDREW  POOLE      PHOTOGRAPHY  BY  CHIP  SIMONS 


r 


V 


> 


„ 


Bric-Brac  Shack: 

You  can  get  nearly 

verything  you  see  at 

Princess  Glitz's 

itique  store,  except 

for  the  dachshund, 

Queenie  Weenie 


NLINE  AUCTION  HOUSES 

may  market  themselves 
as  high-end  traders  in 
art  and  culture,  but 
everyday  crap  is  really 
their  commodity.  In 
1999,  some  $2.9  billion 
changed  hands  in  on- 
line auctions,  says  Sue  Rothberg,  an  analyst 
at  Gomez.com,  an  e-commerce  market 
research  firm.  By  the  end  of  2001,  she  says, 
that  figure  could  rise  to  $6.5  billion.  But  the 
big  joke  is  that  75%  of  this  online  stuff  goes 
for  less  than  $200,  says  Rothberg.  That  means 
junk — old  magazines,  Lava  Lamps,  pictures 
of  dogs  playing  poker — is  the  fuel  that's  driv- 
ing the  auction  economy. 

And  who's  peddling  this  debris?  Just 
regular  folks,  weirdly  obsessed  with  spending 
Saturdays  and  Sundays  picking  through  neigh- 
bors' castoffs  or  trekking  to  estate  sales  to  find 
treasure  in  another's  trash.  There  are  millions 
of  these  "just  regular  folks."  Here  are  four: 

PRINCESS  GLITZ 
MOTTO:  BUY  UGLY 

Queenie  Weenie  is  not  happy.  The  affection- 
ate 10-month-old  miniature  dachshund,  res- 
plendent in  gold  lame  collar,  isn't  feeling  up 
to  snuff.  Potty  training  isn't  going  well,  and 
her  master,  Lorie  Hazen,  is  glued  to  eBay,  the 
online  auction  site,  again.  They're  in  the  Bric- 
Brac  Shack,  a  kitschy  antique  store  in  North 
Bend,  a  small  town  of  30,000  on  Oregon's 
south-central  coast.  It's  owned  by  Hazen, 
who  likes  to  call  herself  Princess  Glitz. 

Pearl,  a  good  friend  and  Beanie  Baby 
fanatic,  is  here;  so  is  Red,  Lorie's  husband, 
and,  of  course,  Queenie  Weenie,  lounging  on 
a  La-Z-Boy.  They  are  surrounded  by  what 
Hazen  calls  "foo-foo  stuff,"  5,000  or  so  items 
such  as  hot  dog  salt  and  pepper  shakers 
($12.95),  a  Howard  Johnson  ashtray  ($4), 
and  a  Schlitz  lamp  ($225). 

As  One  Life  to  Live  blares  from  the  TV 
set  behind  the  counter,  Hazen  tells  me  that 


three  years  ago  she  was  computerphobic. 
But  a  friend  told  her  about  eBay  and  sug- 
gested that  she  hire  a  high  school  kid  to  get 
set  up.  Now  she  has  a  Web  "persona"  with 
photographs  of  herself  in  a  princess  costume 
("I  just  love  tiaras,  honey")  and,  of  course, 
Queenie  Weenie. 

Glitz,  who  is  41  ("a  very  young  41,  dar- 
ling"), is  considering  closing  down  her  shop 
in  a  couple  of  years  and  selling  all  her  stuff 
online.  Right  now  she  makes  between  $2,500 
and  $5,000  a  month  online,  or  almost  half  of 
the  shop's  sales.  Glitz  estimates  that  in  a  year 
her  online  auctions  will  do  more  than  the 
store.  "EBay  is  the  best  thing  since  cotton 
candy,"  she  says. 

She  pets  a  pink  poodle  statue  ($35)  called 
a  spaghetti  poodle.  Someone  remarks  that  it's 
pretty  ugly.  "Pretty  ugly?"  she  laughs.  "Honey, 
it's  one  of  the  ugliest  things  in  the  history  of 
the  world.  But  they  went  crazy  on  eBay  for 
them.  I  bought  50  of  them,  and  we  were  ship- 
ping poodles  for  a  month.  This  is  my  motto: 
Buy  ugly  first  because  it  sells  first.  It  is  the 
truth  I  live  by." 

The  Bric-Brac  Shack  ("It's  a  better  name 
than  Ashes  to  Ashes  Antiques")  is  in  down- 
town North  Bend.  There  are  several  antique 
shops  in  the  downtown  area,  which  runs  up 
against  a  lumber  and  cinderblock  yard,  but 
for  the  most  part  it's  seen  better  times. 

Princess  Glitz  encouraged  other  antique 
retailers  in  town  to  get  on  eBay.  Some 
were  reluctant  at  first,  but  now  everyone  is 
on  eBay  or  another  auction  site.  In  fact,  the 
two  stores  that  resisted  going  online  are  out 
of  business. 

Back  in  the  Shack,  Hazen  explains  her 
Princess  Glitz  shtick:  "In  the  words  of  Dolly 
Parton,  'It  takes  a  lot  of  money  to  look  this 
cheap,' "  she  says.  "I  just  want  to  be  accessi- 
ble. I  want  people  to  say,  'That  looks  like  my 
mom.'  It  helps  my  sales.  And  you  know, 
when  I  was  little,  we  were  really  poor,  and  I 
always  liked  to  play  dress-up.  So  now  that 
I'm  middle  class,  I  can  be  a  princess!" 
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AUCTION  PEOPLE 


Turkish  Lounge  Singer 


SKILLS:  SINGING.  SELLING, 
MAKING   ESPRESSO 


Nat  King  Senkal: 

Surfing  auction  sites  when 

he's  not  serving  coffee,  Hakan 

Senkal  plans  to  give  up  his 

day  job  to  hawk  online 


URING    QUIET    MOMENTS 

in  his  drive-through  espresso  stand. 
Hakan  Senkal,  a  Turkish  lounge  singer 
hums  Sinatra's  "My  Way."  "Music  is 
my  soul,"  he  says  as  he  makes  a  cap] 
puccino.  Until  six  months  ago,  Senkal 
belted  out  Turkish  pop  songs  and  Sinai 
tra  and  Nat  King  Cole  tunes  to  frenzie<[ 
fans  in  Greek,  Armenian,  Iranian,  ancj 
Turkish  restaurants.  But  he  has  has 
cally  given  up  show  business,  the  flood 
lights,  the  free  dolmas.  "I  have  no  time  t(J 
sing,"  he  says.  That's  because  he  spenc 
so  much  time  on  online  auction  sites. 

About  a  year  ago  a  friend  introduce* 
him  to  the  online  auction  world.  Sii 
months  ago  he  listed  his  first  item;  no\| 
it's  taken  over  his  life. 

From  his  smallish  (100  square  feed 
espresso  stand  in  Kenmore,  a  suburl 
outside  of  Seattle,  he  has  Net  accesj 
When  he  has  a  customer  (about  ever 
10  minutes),  he  serves  coffee.  When 
doesn't,  he  sends  emails  and  lists  iter 
on  auction  sites.  His  specialty:  use 
books,  sometimes  rare,  like  a  limite 
edition,  18-volume  set  of  Balzacl 
novels,  printed  in  1891;  and  collectibj 
magazines  like  old  issues  of  Life  ar 
Look.  He  has  800  books  listed 
Amazon.com  and  about  40  on  eBay. 

He  expects  his  yearly  auctic 
revenue  to  hit  $27,000;  it's  alreac 
exceeding  his  espresso  stand  busines 
which  he  has  had  for  10  years  ar 
which  generates  $22,000  a  yes 
Soon,  he  plans  to  hire  hourly  employe 
and  dedicate  his  time  solely  to 
auction  business.  "The  sky  is  tl! 
limit,"  says  Senkal,  as  he  presses  oi 
another  espresso. 
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AUCTION  PEOPLE 


The  Indian  Velvet  Elvis 


BELIEF:  RICE  ART  IS  HIGH  ART 


Straw  Man: 

Rajan  Koshy,  who  turns  rice 

straw  into  celebrity  portraits, 

hopes  to  introduce  his  art 

to  the  world 


JRING    THE    DAY,    R.AJAN 

Koshy  ("Just  call  me  Ray")  works  as  a 
nurse  caring  for  prisoners  in  the  Texas 
penal  system.  But  when  he  gets  home, 
he  enjoys  creating  likenesses  of  Elvis 
Presley  from  rice  straw.  He  sells  his 
work,  including  landscapes,  seascapes, 
portraits  of  celebrities  such  as  Michael 
Jordan,  Michael  Jackson,  Madonna 
Oprah,  and,  of  course,  Tom  Selleck,  on 
Yahoo's  auction  site.  He  has  even  met 
presidential  candidate  George  W.  Bush 
who  profusely  thanked  him  for  the  por 
trait  of  his  mother,  Barbara  Bush,  th 
former  first  lady. 

Putting  his  artwork  on  the  auction 
site  has  enabled  him  to  "tell  the  world 
about  rice  straw  art,  which  dates  back 
to  the  Stone  Age,  says  Koshy.  Artists  o 
that  time  couldn't  run  down  to  the  loca 
art  store  for  paint,  so  they  used  natura 
materials:  leaves,  rice  straw,  gum  arabic 
Koshy  uses  natural  colors  of  the  ric 
plant  to  form  a  straw  collage.  It's  sort  o 
the  Indian  velvet  Elvis. 

Fewer  than  50  artists,  mostly  i 
India,  use  the  technique,  and  none  ar 
as  obsessed.  Koshy  opened  and  ran  th 
Rice  Straw  Museum,  which  housed  th 
largest  collection  of  rice  straw  art  in  th 
world,  above  a  Galveston,  Texas,  drug 
store.  But  wait  before  you  get  on  th 
next  plane  to  Galveston.  Due  to  finan1 
cial  constraints,  Koshy  couldn't  affor 
to  keep  it  running. 

"I  had  to  close  the  museum  fo 
financial  reasons,  not  because  of  lac 
of  interest  or  lack  of  visitors,"  he  say: 
"On  some  days,  the  museum  had  hur 
dreds  of  visitors.  Through  the  museurr 
I  was  able  to  introduce  this  art  to  th 
Galveston  area.  But  I  believe  it  shoul 
be  known  throughout  the  United  Statt 
and  the  world." 

Hence,  online  auctions.  Durin 
December,  he  sold  a  few  pieces  for  $10 
each.  (The  less  intricate  works  take  3 
minutes  to  make;  the  more  complicate; 
ones  take  him  a  few  weeks.)  Alas,  1" 
made  only  $1,000  last  year,  hut  I 
hopes  to  make  $5,000  this  year.  "I  ha\ 
a  very  nice  portrait  of  Willie  Nels 
I  can  sell  you,"  he  says. 
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THE  SOURCES  OF 


SUBSTANTIAL  WEALTH 


MAY  HAVE  CHANGED. 


Steel 
1909 


Computer  Chips 
2000 


THE  FUNDAMENTALS 


OF  MANAGING  IT  HAVEN'T. 


Bessemer  Trust 

ENHANCING   PRIVATE  WEALTH   FOR   GENERATIONS 

New  York  (212)  708-9118  •  Washington,  DC  (202)  659-3330  •  Chicago  (312)  220-9898 

Palm  Beach  (561)  655-4030  •  Miami  (305)  372-5005  •  Naples  (941)  435-0054 
Atlanta  (404)  965-9300  •  Los  Angeles  (213)  892-0900  •  San  Francisco  (415)  291-1810 

630  Fifth  Avenue,  New  York.  New  York  10111 
www.bessemer.com  •  wealth@besseiner.com 


CLASSIC  TRUTHS 

FOR  WEALTHY 

INVESTORS. 

/;/  our  ()j  years  of experience. 
we've  learned  thai  certain 
classic  truths  apply  to  all 
wealthy  investors,  regardless 
of  where,  when  or  how  their 
wealth  was  achieved. 

One  such  truth  is  that 
wealthy  investors  often  fail  to 
take  advantage  of  the  leverage 
afforded  them  by  sheer  asset 
mass.  Substantial  wealth  has 
its  own  rewards,  including: 

•  The  capacity  to  truly  invest 
for  the  long  term. 

•  A  wider  choice  of  invest- 
ment alternatives  includ- 
ing venture  capital,  buy- 
outs and  real  estate. 

•  More  access  to  superior 
knowledge  of  tax  and 
financial  planning. 


A  Gl  IDE 

i!NG  t-OR 
ilil    Wl  \LTIIY 


If  you  have  $  5  million 
or  more  to  invest  and 
would  like  to  learn  more 
about  Bessemer  and  receive 
a  copy  of  "A  Guide  to 
Investing  for  the  Wealthy, 
please  write  or  call. 


AUCTION  PEOPLE 


Queen  of  the  Dark 


MISSION:  SELL  CLOTHES 

TO   PEOPLE   NAMED 

DEATHPAWN 


Clothes  of  the  Night 

Selling  a  mix  of  gothic  clothes 

and  evening  wear  helps  Pal 

Lerma  rebuild  her  life 


OURTEEN    YEARS    AGO,    Pal 

Lerma  fell  at  work.  The  repair  surgery 
accidentally  shattered  her  femur.  Workers' 
compensation  denied  liability  and  treat- 
ment for  almost  18  months.  By  that 
time,  she  had  contracted  a  disease  of 
the  nervous  system  called  RSD  (reflex 
sympathetic  dystrophy),  which  spread 
from  one  leg  to  all  four  extremities,  one 
shoulder,  and  part  of  her  spine  and 
neck.  She  has  had  more  than  20  surger- 
ies in  the  past  12  to  13  years,  many 
of  them  unsuccessful.  She  now  has 
diabetes,  severe  arthritis,  and  a  broken 
artificial  left  knee  joint.  Due  to  a 
botched  spinal  cord  procedure,  she  has 
neuropathy  in  both  legs  and  part  of 
her  abdomen. 

But  the  "rest  of  me,"  she  says,  laugh- 
ing, "is  just  perfect." 

Lerma,  43,  a  single  mother,  lives  ir 
Colorado  Springs,  Colorado.  In  the 
summer  of  1999,  she  started  researching 
online  auction  sites.  She  noticed  tha 
clothes  were  selling  well,  particularl) 
formal  wear  and  outfits  worn  to  hij 
nightclubs.  So  she  took  her  life  saving 
and  started  selling  gothic  clothes  (thinl 
Elvira,  Queen  of  the  Dark)  and  evenin) 
dresses.  "I  sell  to  people  named  Death 
Pawn  and  people  who  want  a  beautifu 
formal  dress,"  says  Lerma,  whose  onlin 
handle  is  VelvetMyst2000  because  o 
her  specialty  in  velvet  fabric. 

With  the  help  of  her   14-year-oh 
daughter,  Cecily,  Lerma  buys  her  cloth 
ing  at  wholesale  warehouses,  on  thl 
auction  circuit,  and  from  resellers^ 
closeout  sales,  estate  sales,  and  thrii| 
and  boutique  stores.  Her  specialty  is 
sort  of  garage  sale  chic.  She  hopes  th 
online  auction  business  will  allow  hert| 
become  financially  self-sufficient  so  sh 
can  stop  depending  on  Social  Securit 
disability  checks. 

In  December  she  grossed  $1,500,  bij 
business  has  dropped  off  in  recer 
months.  Still,  Lerma  is  hopeful.  Sh 
plans  to  get  more  computer  trainin 
(she  is  a  relative  novice)  and  to  kee 
building  her  business.  "Auctions  are] 
wonderful  way  to  rebuild  my  life,"  si, 
says.  "Somewhere  in  all  those  surgeri«jj 
and  physical  losses,  not  only  did  I  let] 
of  the  desire  to  always  be  the  best  b 
I  lost  all  hope  completely." 
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Present  in  color.  It  has  more  impact 


If  you  want  to  impress  your  audience,  be  colorful.  And  be  quick.  Minolta-QMS  color  laser  printers  print  up  to  2400  dpi  and  up  to  speeds 
of  1 2  ppm  in  color  and  24  ppm  in  monochrome.  And  you  get  duplex  printing  in  every  size  of  paper  stock  up  to 
and  including  1 3 " x 1 9 *.'  Plus,  Minolta-QMS  color  laser  printers  even  print  on  transparencies,  glossy  and  index  stock. 
So  next  time  you  hit  'em  with  color,  hit  'em  hard.  To  learn  more,  visit  us  at  www.qms.com  or  call  I -800-523-2696.      Printers  That  Mean  Business 
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If  Your  Site 

Isn't  Running  Like  Clockwork, 

Consider  This 

Your  Wakeup  Call. 


Internet  site  traffic  is  increasing  daily.  Your  company  is  creating  the  buzz  you  always  dreamed  of  -  about  the  only  thing  on  your  mind  is 
reaching  your  next  million  visitors.  Then  it  hits  you.  Can  your  Internet  site  scale?  Are  you  vulnerable  to  a  security  problem  or  dependent  on  a  single  network  that 
could  expenence  an  outage?  Real  reasons  to  lose  sleep  at  night.  Enter  SiteSmith,  the  people  with  the  expenence  and  tools  to  put  your  worst  Internet  nightmare 
to  rest  SiteSmith  manages  Internet  site  operations  for  some  of  the  hottest  new  Internet  start-ups  as  well  as  the  best-known  industry  leaders.  SiteSmith  is  your 
best  assurance  that  your  site  will  continue  to  run  like  clockwork  Visit  our  website  at  www.sitesmith.com  or  call  toll  free  1-877-748-3002.  The  sooner  you  do,  the 
sooner  you  can  stop  worrying  and  start  catching  up  on  your  sleep. 


SITES  DON'T  WORK  WITHOUT  US. 


7RBES  ASAP  INTERVIEWS 


SILICON  VALLEY'S  MR.  CHIPS: 


JERRY  SANDERS,  CEO  OF  AMD 


alter  Jeremiah  Sanders  III 

is  the  last  man  standing. 

Of  the  original  Fairchildren, 

the  extraordinary  group  of 

young  men  who  walked  out  of 

Fairchild  Semiconductor  more 

than  30  years  ago  to  found  Sili- 
con Valley,  only  Jerry  Sanders 
still  runs  a  major  chip  company.  Sanders 
was  the  wildest  and  perhaps  the  most 
clever  of  them  all. 

But  the  slick  young  salesman  who 
had  tooled  around  in  a  Bentley  convert- 
ible, lived  in  a  house  he  couldn't  afford 
in  the  Hollywood  hills,  and,  according 
to  legend,  wore  pink  pants  on  a  sales 
call  to  straitlaced  IBM  is  now  63  years 
old — a  grand  old  man  of  high  tech. 

As  effortless  as  he  has  tried  to  make 
it  look,  nothing  has  ever  come  easily  for  Sanders.  He 
has  taken  the  most  difficult  path  imaginable.  For  more 
than  three  decades,  through  seven  product  generations 
and  one  of  the  nastiest  lawsuits  in  high  tech  history, 
Sanders  has  led  his  company,  Advanced  Micro  Devices, 
into  war  against  Intel,  one  of  the  most  successful  firms 
on  the  planet. 

In  March,  AMD  introduced  its  latest  torpedo  aimed 
at  Intel,  the  1-gigahertz  Athlon  microprocessor.  It  is 
Sanders'  greatest  play,  and  once  again,  he  is  betting  it 
all.  Forbes  ASAP  Editor  Michael  S.  Malone,  as  part  of 
a  soon-to-be-aired  PBS  television  series  on  entrepre- 
neurs, sat  down  with  a  tired  but  still  razor-sharp 
Sanders  to  talk  about  his  life  and  what  will  likely  be  his 
last  great^campaign. 


ASAP:  It  seems  as  if  you're  trapped  in  entrepreneurial 
hell.  Twenty-five  years  ago  you  started  AMD;  15  years 
ago  you  were  still  in  startup  mode,  competing  against 
Intel,  and  now  you're  still,  in  many  ways,  an  entrepre- 
neurial upstart. 

SANDERS:  Well,  it's  an  interesting  observation.  I  guess 
the  first  thing  I'd  say  is,  you  know,  we're  a  $2.5  billion 
to  $3  billion  company.  So  that  doesn't  quite  feel  like  an 
entrepreneurial  startup  when  I  see  companies  which 
have  no  revenues,  or  little  or  no  revenues,  and  they  con- 
sider themselves  entrepreneurs.  Here  we  are,  a  $2.5  bil- 
lion to  $3  billion  company,  and  yet  you're  right.  There's 
a  certain  kind  of  entrepreneurial  quality  about  AMD. 
I  hope  there  always  will  be. 
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WHAT  MAKES  JERRY  RUN? 


ASAP:  Have  you  ever  taken  the  time  to  stop  and  enjoy 
your  successes? 

SANDERS:  No,  actually,  I  missed  that  opportunity.  I  had  the 
chance.  We'd  been  engaged  in  legal  battles  with  Intel  from 
about  '86  to  '94  when  we  won  the  microcode  case,  and  we 
also  won  the  arbitration.  In  a  three-year  period,  AMD  made 
over  a  billion  dollars  in  operating  profit.  And  I  was  very 
proud  of  that  billion  dollars.  But  always  over  my  head  was 
the  sword  of  Damocles,  that  if  we  lost  the  court  case,  AMD 
was  history.  So  there  was  tenseness,  a  tautness  in  my  stomach 
through  all  those  good  years.  Even  though  we  were  making  a 
billion  dollars,  I  couldn't  enjoy  the  good  times. 

When  we  won  the  case  and  that  threat  was  gone,  I  took 
on  the  incredibly  ambitious  task  of  building  an  alternative  to 
the  Intel  monopoly.  So  for  the  past  five  years,  it's  been  like  a 
startup  hell,  because  we've  done  every  conceivable  thing: 
We've  built  factories.  We've  developed  leading-edge  technol- 
ogy. We've  acquired  a  company  to  fill  a  hole  we  had  in  our 
product  road  map. 

ASAP:  And  now  you're  betting  the  store  again.  Is  this  the 
last  roll? 

SANDERS:  In  order  to  build  an  alternative  platform  to  the 
Intel  monopoly,  we  had  to  have  independent  products  which 
were  different  than  Intel's  but  still  executed  all  the  software 
under  the  Microsoft  operating  systems.  No  one  else  has  been 
able  to  do  it.  In  the  1980s,  there  were  15  licensed  Intel  alter- 
natives for  x86  instruction-set  microprocessors.  We're  the  last 
man  standing. 

ASAP:  What  keeps  you  going?  Most  of  your  peers,  if  they  had 
looked  at  you  25  years  ago,  would  have  said,  "By  now,  Jerry's 
going  to  be  in  Beverly  Hills,  having  the  time  of  his  life." 

SANDERS:  The  reality  is  that  there's  a  part  of  me  which  is 
duty  driven.  And  I  am  determined  to  fulfill  my  dream  at  AMD. 


living  was  to  be  an 
engineer:  "You  can 
get  a  job.  You  can 
make  money.  You 
can  survive,  and 
you  won't  be  a 
drag  on  me  as  you 
have  been  for  the 
entire  21  years  of 
your  life." 

When  I  gradu- 
ated from  college, 
no  one  came  to  my 
graduation.  And 
when  I  came 
home,  my  grand- 
father presented 
me  with  a  bill.  It 
was  a  listing  of  all 
of  the  canned 
goods  I  used, 
charges  for  the 
laundry  my  grandmother  had  done  for  me,  which  I  used  tc 
send  home  from  college.  This  is  how  much  he  felt  I  owed  hii 
and  he  hoped  I  would  pay  it  back  when  I  was  able. 

ASAP:  How  bitter  did  this  make  you? 

SANDERS:  It  made  me  laugh  because  it  was  just  so  outra 
geous.  How  could  my  grandfather  do  that?  I  knew  in  his  ow 
way  he  loved  me.  I  knew  he  was  proud  of  me.  And  I  thin 
what  I  was  most  impressed  with  was,  he  kept  such  meticuloi 
records.  [Laughter]  I  thought,  "God,  he's  not  even  a  Virgo." 

ASAP:  During  this  time,  there  was  a  major  turning  point  i 
your  life,  when  you  were  almost  killed. 


SANDERS: 


IN  THE  SADDLE— EVER  THE  SHOWMAN,  A  YOUNG  JERRY 
SANDERS  DISPLAYS  HIS  EARLY  FLAIR  FOR  STYLE.  HALF  A 
CENTURY  LATER,  HE'S  STILL  CHASING  HIS  DREAMS. 


My  grandfather  had  a  great  belief  that  good  things 
only  came  from  hard  work  ...he  told  me  if  I  didn't 
go  to  college,  I  was  worth  less  than  dirt. 


ASAP:  Where  did  that  come  from?  Where  does  that  sense  of 
duty  come  from? 

SANDERS:  I  think  it  came  from  my  upbringing  in  Chicago. 
\l\  grandfather  and  my  grandmother  were  good,  God- 
fearing  people.  My  grandfather  had  a  great  belief  that  good 
things  only  came  from  hard  work,  for  the  average  person. 

He  told  me  if  I  didn't  go  to  college,  I  was  worth  less  than 
dirt.  He  didn't  care  what  I  studied  in  school  as  long  as  it  was 
something  I  could  make  a  living  at.  His  definition  of  making  a 


A  few  years  ago,  I  was  in  Hong  Kong  and  too 
the  time  to  go  to  one  of  these  fortune 
tellers,  and  he  told  me  that  I  had  fw( 
lifelines.  One  of  them  went  on  for 
very  long  time,  but  the  other  lifelir 
ended  when  I  was  18. 

When  I  was  18  I  had  last  rites.  I « 
home  from  college,  and  I  went  to ' 
party  that  was  unfortunately  dominate 
by  a  gang.  The  gang's  name  was  the  ' 
Nine,  which  obviously  stands  for  the  Chicago  Nine.  And 
didn't  know  anything  about  the  Chi  Nine,  but  one  of  the  gu| 
I  was  with  had  a  high  degree  of  interest  in  a  girl  who  was 
the  party,  who  happened  to  be  presumably  the  property  of  1 
leader  of  the  Chi  Nine. 

And  this  guy — I'm  never  going  to  forget  his  name, 
Biocek — decided  he  was  going  to  fight  my  friend.  My  frier] 
went  outside,  and  they  started  fighting.  It  wasn't  going  partj 
ularly  well  for  either  of  them.  So  Bob  Biocek,  the  gang  lead] 
decided  to  have  his  friends  help  him  finish  off  my  friend. 
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use  the  Internet, 
you  can't         rr 


me. 


/  read  newspapers,  listen  to  the  radio 
arid  watch  T.  V. ,  but  I  use  the  Web. 
Help  me  do  more,  and  I'll  buy  more. 

www.modemmedia.com/listen 
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iderstanding  individual  customer  needs.  Conceiving 
•ervices  to  meet  those  needs.  Distributing  those  services 
the  exact  place  and  time  they're  needed  most.  That's 
lat  we  call  Me-business B .  We're  Modem  Media,  and 
over  12  years,  we've  been  helping  some  of  the  world's 
>t  brands  succeed  online. 
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GET  FIRST  3  CHAPTERS  — FREE! 


"I  Didn't  Even  Know  These 
Tech  Stocks  Existed!" 


Tired  of  learning  about  hot  New  Economy  stocks 
only  after  they  have  made  everyone  else  rich? 

Wouldn't  it  be  great  to  discover  winner-take-all  stocks  like  QCOM,  JDSU, 
JNPR,  or  CMGI  months  before  Wall  Street  does?  After  all,  someone  is  making 
monster  profits  on  these  stocks.  Why  shouldn't  you? 

Here's  your  chance  to  join  a  select  group  of  investors 
who  have  made  2,510%  in  just  four  years— including  a 
monster  430%  gain  in  1999— by  being  there  first. 

ChangeWave  Investing  is  more  than  just  a  book, 
it's  a  movement.  Catch  the  wave  before  it's  too  late. 
t    It  will  change  your  life  forever. 


Picking  the  Heft 

Monster  Stocks 

0»  the  New  Economy 


TOBIN  SMIW 


Change^ve 


Get  3  FREE  Chapters  at 
www.ChangeWave.com/fa6 


CALIFORNIA'S  INLAND  EMPIRE 

CLASS  of 
2001 


THEY'RE  READY 
FOR  YOU. 

WE'LL  HELP  YOU  BE 
READY  FOR  THEM. 


The  Inland  Empire's  It  four 
year  colleges  and  universities 
graduate  about  15,000  highly 
trained  potential  employees 
ever)  year  and  there  are  47,000 
waiting  in  the  pipeline  behind 
them.  They're  already  here. 
Shouldn't  you  be,  too?  The 
Inland  Empire  Economic 
Partnership  can  help  you  find 
the  cost-effective  business 
location  that's  right  for  you. 


I\l    \M>  t  tMPIRI     BOONOMII      I'VKIMHMIII' 

Call  Ten  Ooms,  President  &  CEO 

at  1-800-500-4367 

(tooms@ieep.comj  or  visit  us 

online  at  ieep.com 


WHAT  MAKES  JERRY  RUN? 

I  jumped  in  to  help  my  friend.  I 
really  thought  that  we  could  make  a  dif- 
ference. And  to  my  surprise,  my  friend 
ran  off  and  escaped  and  left  me  there, 
and  these  guys  decided,  well,  I  was  the 
next  best  thing.  So  they  did  me  up  pretty 
well.  They  broke  my  nose,  fractured  my 
skull,  kicked  in  my  ribs,  carved  me  up 
with  a  beer  can.  Fortunately,  I  had  a  coat 
on  so  it  didn't  make  any  lasting  scars  on 
my  back.  Then  they  dumped  me  in  a 
garbage  can,  which  I  thought  was  a 
pretty  nasty  thing  to  do.  I  look  back  now, 
it's  amazing  I  survived.  They  put  me  in 
the  emergency  ward,  and  to  make  a  long 
story  short,  they  gave  me  last  rites.  But  a! 
few  days  later,  I  came  out  of  the  coma. 

ASAP:  This  sounds  like  a  fundamental 
turning  point  in  your  life. 

SANDERS:  What  I  remember  most 
about  that  was  that  I'd  been  betrayed 
by  a  friend.  And  he  wasn't  my  best' 
friend.  He  wasn't  even  a  guy  I  knewi 
that  well.  But  I'd  gone  to  help  him.  Anc 
my  reward  for  that  was,  he  let  ma 
down. ..big  time. 

I  saw  him  afterwards.  He  told  m< 
he  had  a  broken  jaw  from  a  football 
injury,  and  his  jaw  was  wired,  and  il 
he'd  stuck  around  he  could  have  really 
been  hurt. 

I  thought,  "This  is  just  ridiculous, 
went  to  your  aid,  and  you  betrayed  me.'l 

So  it  taught  me  a  couple  of  things 
One,  it  taught  me  maybe  you  shouldn', 
always  count  on  people  that  you  don 
know.  That's  where  this  character  thin 
comes  in.  This  guy  showed  no  characti 
whatsoever. 

And  the  other  thing  it  taught  me 
that  life  isn't  fair.  I've  dedicated  myse 
to  being  an  advocate  of  fairness. 


: 


ASAP:  So  did  the  process  make  yol 
more  optimistic  in  your  life? 

SANDERS:  I  think  I've  always  bee 
kind  of  optimistic.  I'm  a  great  believe 
in  the  American  dream.  I'm  kind  of 
mongrel.  I'm  Swedish,  Scotch,  Irish,  an 
German.  All  my  ancestors  were  imm 
grants  —  a  general  contractor  froi 
Sweden,  a  laborer  from  Ireland.  An 
they  all  came  to  America  to  make 
better  life,  where  nothing  is  impossible 
you  put  enough  energy  and  effort  into 
So  I've  always  had  that  belief. 


A  New  Investment 

Idea  for  Today's 

Technology  Investors. 

Introducing  the  Forbes  CommTech  Index, 


Hypothetical  10-Year  Performance  of  the 

Forbes  CommTech  Strategy 

MQ/IO/     Average  Annual 
iU4/0   Total  Return* 

1999  66.25%  1994  -0.70% 
1998  82.94%  1993  18.57% 

1997  37.18%  1992  30.27% 
1996  29.87%  1991  73.68% 
1995  32.66%  1990-28.99% 

This  is  the  performance  of  the  strategy 
and  not  that  of  any  specific  trust.  Past 
performance  does  not  guarantee  future 
results.  *Assumes  reinvestment  of  all 
available  dividends  and  does  not  reflect 
taxes.  Includes  a  1%  initial  sales  charge 
with  1 .75%  charged  over  the  year  plus 
expenses.  Actual  portfolio  performance 
will  differ  from  strategy -stocks  because 
portfolios  are.  established  and  liquidated 

'  at  different  times  of  the  year;  they  may 
purchase  and  sell  stocks  at  prices 
different  from  the  closing 

•  prices  used  in  determining 
portfolio  unit  price;  portfolios 

,  are  not  fully  invested  at  all 

1  times;  and  stocks  ore  not 

1  weighted  equally. 


Technology  and  communications.  Two  words  that  spark  enthusiasm  among 
investors  everywhere.  Now  you  can  tap  into  these  fast-growing  sectors 
through  the  new  National  Equity  Trust  Forbes  CommTech  Index  Trust. 
This  unique  investment  idea,  inspired  by  the  super-wealthy  members 
of  the  Forbes  400,  is  available  only  from  Prudential  Securities. 


How  the  Forbes  CommTech  Index 
works.  The  Forbes  CommTech  Index 
is  a  fixed  portfolio  of  the  10  technology 
and  communications  stocks  most 
widely  held  by  members  of  the  Annual 
Forbes  400  Richest  Americans  List. 
The  portfolio  uses  a  disciplined  buy- 
and-hold  strategy,  with  stock  selection 
changing  approximately  every  13  months 
(if  available),  based  on  the  investment 
holdings  of  the  members  of  the 
Forbes  400  List.  Because  of  the  Trust's 
concentrated  approach  and  heavy 
investment  in  technology  stocks,  it  is 
subject  to  higher  risk  and  dramatic 
price  fluctuation. 


A  reflection  of  the  investment 
holdings  of  America's  wealthiest 
investors.  The  holdings  in  the  Forbes 
CommTech  Index  may  vary  from  year  to 
year,  depending  on  which  companies  in 
technology  and  communications  sectors 
these  individuals  favor — from  Internet 
start-ups  or  wireless  enterprises  to  more 
established  blue-chip  technology  firms. 

For  more  information,  call  today. 

1-800-THE-ROCK 

extension  6857 
www.prudential.com 


dJE»  Prudential 


Dre  information  about  the  Trust  including  all  charges  and  expenses,  obtain  a  prospectus  from  a  Prudential  Securities  Financial  Advisor.  Please  read  it  carefully  before  investing.  Although  the 
s  an  approximately  one-year  investment,  we  recommend  staying  with  this  strategy  for  at  least  three  years.  Because  of  the  tax  consequences,  including  capital  gains  treatment, 
ated  with  investing  in  the  Trust,  please  consult  with  your  tax  advisor  before  making  any  tax-related  investment  decisions. 

jst  is  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  Index  Inc.,  or  its  affiliates  ("Forbes"),  and  Forbes  makes  no  representation  regarding  the  advisability  of  investing  in  the  Trust. 
is"®  is  o  trademark  of  forbes  Management  Company,  Inc.,  and  has  been  licensed  by  Forbes  for  use  by  the  Sponsor  on  behalf  of  the  Trust.  ©3/00  Prudential  Securities  Incorporated, 
foter  Street,  New  York,  NY  10292,  member  SIPC,  www.prudentialsecurities.com,  a  wholly  owned  subsidiary  of  The  Prudential  Insurance  Compony  of  America. 


The  average 
Internet  download 

akes  22  seconds. 

hats  22  seconds 

onger  than  a 

|10-year-old  wants 

it. 
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Today's  kids  are  born  believing  that 
fast  enough  isn't  fast  enough.  The 
Optical  Internet  we're  creating  offers 
unlimited  bandwidth.  So  kids  can 
send  friends  streaming  video  of  their 
birthday  party.  Or  download  pictures 
from  their  cousins  in  nanoseconds. 
And  actually  have  time  left  to  email 
their  grandparents.  Change  the 
way  kids  communicate,  and  you 
change  the  way  they  live.  Lucent 
Technologies.  We  make  the  things 
that  make  communications  work." 

Expect  great  things. 
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Extreme  terrain,  weather,  andl 
isolation  can  make  for  anl 
interesting  place  to  live.  Couldl 
throwing  in  extreme  bandwidth! 
make  for  a  good  place  to| 
do  business? 


he  Internet  connection  in  Old  Crow  (right)  has  been  down  for 

10  minutes,  and  some  of  the  town's  residents  are  beginning  to  chafe. 
The  culprit  is  probably  some  ravens  nesting  in  the  town  satellite  dish,  a 
freak  alignment  of  sun  and  satellite,  or  electromagnetic  interference 
from  the  northern  lights. 

Not  your  everyday  Internet  gremlins.  Few  people  on  the  planet 
have  to  worry  about  conflicts  between  the  aurora  borealis  and  Yahoo. 
But  then,  Old  Crow  is  unique  in  many  ways.  A  community  composed 
mostly  of  350  Vuntut  Cwitchin  aboriginal  people,  it  is  80  miles  above 
the  Arctic  Circle  in  Canada's  Yukon  Territory.  There  are  no  cars  in  Old 
Crow— snowmobiles  and  dogsleds  are  the  preferred  modes  of  trans- 
portation for  much  of  the  year— and  not  a  Starbucks  for  hundreds  of 
miles  in  any  direction.  But  there  are  some  50  computers,  all  con- 
nected to  the  Internet,  and  during  the  coming  year  Old  Crow  will  be 
getting  higher-speed  access  than  most  homes  in  affluent  U.S.  suburbs. 

This  heavy-duty  bandwidth  is  the  product  of  an  ambitious  Canadian 
government  program  to  bring  state-of-the-art  connectivity  to  all  of  the 
villages  of  the  Yukon.  A  territory  more  than  two-thirds  the  size  of 
Texas,  the  Yukon  has  only  31,000  people,  a  mere  10,000  of  whom  live 
outs.de  its  little  capital  city  of  Whitehorse.  The  Yukon  is  one  of  the 
small  number  of  vast  spaces  in  the  world  where  man's  impact  has  been 
tiny,  and,  along  with  Siberia,  it  is  one  of  the  very  few  located  within  an 
industrialized  nation. 

In  that  regard,  serious  Internet  access  is  turning  the  territory  into  a 
son  of  megalaboratory  for  an  experiment  with  important  ramifications: 
Is  it  possible  to  reconcile  extreme  physical  isolation  with  economic  and 
cultural  connectivity?  The  answer  to  that  question  won't  be  known 
for  sonu   years,  of  course,  and  there  are  clearly  many  factors  that 

militate  against  the  notion 

BY   DAVID   H.    FREEDMAN 
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that  the  virtual  wonders  ofl 
the  Internet  can  magically 
solve  the  very  real  hardships 
and   privations  of  life  inl 
the  far  reaches  of  the  Arcticl 
outback.  There  will  always! 
be-  ravens  wanting  to  nest  in  the  antennas.  But  to  the  extent  that  the 
Yukon  experiment  succeeds,  it  will  raise  new  possibilities  for  people 
who  live  far  from  the  madding  crowd  and  have  no  desire  to  move  closer 
in  but  who  don't  u     a  to  live  without  wealth,  intellectual  stimulation, 
and  world-class  sho]  )ing  to  do  it.  (One  might  wonder  what  you'd  need 
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world-class  shopping  for  in  the  middle  of  nowhere, 
but  Messrs.  Sears  and  Roebuck  did  not  get  rich  by  asking 
that  question.) 

For  the  Yukon,  the  Internet  age  began  in  late  1994 — pretty 
much  when  it  started  for  everyone  else.  Ten  computer  enthu- 
siasts got  together  in  Whitehorse  to  plan  the  territory's  first 
Internet  service  provider,  later  called  YKnet.  The  group 
figured  the  subscriber  level  would  eventually  plateau  at  about 
200  users. 

That  modest  number  seemed  a  reasonable  estimate. 
The  Yukon  is  a  beautiful  territory  but  mostly  devoid  of 
people,  with  moose  outnum- 
bering humans  by  more  than 
2  to  1.  If  it's  an  outdoors- 
man's  paradise,  it's  certainly 
as  harsh  as  a  paradise  can  be, 
especially  during  the  long 
winter.  Even  in  Whitehorse, 
whose  southern  location 
makes  it  Caribbean  com- 
pared to  most  of  the  territory, 
winter  temperatures  routinely 
dip  so  low  that  car  wind- 
shields crack,  and  the  streets 
and  sidewalks  have  to  be  lay- 
ered with  gravel  to  provide  a 
modicum  of  traction  over  the 
ubiquitous  ice. 

What's  more,  there  was 
little  to  suggest  any  pent-up, 
widespread  interest  among 
Yukoners  in  charging  onto 
the  cutting  edge  ot  online 
networks.  It  wasn't  that  they 
weren't  capable  of  mastering 
Web  surfing.  In  fact,  its  popu- 
lation is  (airly  well  educated, 
with  nearly  a  fifth  of  all  adults 
holding  college  degrees.  But 
Yukon  residents  have  tradi- 
tionally been  proud  ot  their 
self-sufficiency  and  fond 

of  their  slow  pace  ot  lite.  "We've  got  a  low  hassle  factor," 
says  Rick  Steele,  operations  manager  of  YKnet  and  one  of  its 
10  founders. 

When  150  Whitehorse  residents  signed  up  for  YKnet  in 
the  first  two  days  ot  operation,  at  $40  for  40  hours  of  use, 
Steele  and  his  cohorts  suspected  they  might  have  underesti- 
mated potential  demand.  After  picking  up  $87,000  in  grants 
from  federal  and  territorial  agencies,  and  an  additional 
$23,000  from  Canadian  phone  giant  Northwestel  (which 
now  has  one-third  ownership  of  YKnet),  the  new  company 
pushed  out  to  another  10  of  the  Yukon's  more  than  20  towns, 
villages,  .\\\i.\  communities. 

By  last  \e.ir,  YKnet  and  tour  other  ISPs  were  providing 
access  to  $8%  ot  households,  a  higher  proportion  than  in  the 
United  States,  where  just  over  30%  ot  households  are  wired. 
But  many  of  these  customers  were  how  ling  about  busy  signals 
and  painfully  slow  connections.  "Our  phone  lines  were 
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strained  to  begin  with,"  says  Terry  Hayden,  director  of  tech- 
nology and  telecommunications  programs  for  the  Yukon 
territorial  government.  "We  supplemented  with  compression 
and  some  satellite,  but  we  couldn't  triple  capacity  that  way.  We 
knew  we  had  to  step  up." 

Putting  in  an  initial  $7.5  million,  augmented  by  another 
$2  million  from  Northwestel,  the  government  began  a  two- 
year,  $12  million  program — $375  for  every  man,  woman,  and 
child  in  the  Yukon — that  will  create  a  fiber-optic  network 
fanning  out  in  a  50-mile-plus  radius  from  Whitehorse.  The 
signal  will  be  continued  on  to  the  communities  along 

the  Alaska  and  Klondike 
Highways  by  a  chain  of  150- 
megabit  digital  microwave 
radio  stations.  Scheduled  for 
completion  by  next  year, 
the  program  will  increase 
Internet  access  capabilities  by 
nearly  a  thousandfold  all  over 
the  territory.  And  that's  just 
for  starters.  Once  in  place,  the 
network's  capacity  can  be 
beefed  up  at  relatively  low- 
cost.  Says  Hayden,  "We  tolc 
the  communities,  'We'll  give 
you  all  the  bandwidth  you 
need.  Start  thinking  about 
what  you  want  to  do  with  it.' ' 
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Nerbie  Croteau  has  driven  all  over  western  Canada  to  find  stores  willing  to  carry  his 
Midnight  Sun  Rant  Food.  Now  customers  are  coming  to  him  through  his  Web  site. 


•HESE     DAYS,    A    LOT 

of  would-be  entre 
preneurs  in  the  Yu 
kon — and  all  across 
Canada — are  closelv 
watching  Herbie  Croteau 
This  is  not  an  easy  fact  t( 
reconcile  with  the  figure  tha 
Croteau  cuts,  with  his  basset 
hound  face,  all-green  work; 
clothes,  and  backwoodsman' 
rumbling,  thickly  accentec 
voice.  The  persona  fits  whei 


Croteau  is  talking  about  growing  cabbages  the  size  of  basket 
balls,  but  not  when  he  smoothly  segues  to  his  plans  foi 
boosting  his  Web  site's  hits-to-sales  conversion  ratio,  or  thi 
resolution  of  the  site's  streaming  video  clips. 

Croteau  is  the  founder,  president,  and  CEO  of  Midnigf 
Sun  Plant  Food,  in  the  Yukon  town  of  Faro,  a  five-hour  driv 
from  Whitehorse.  Croteau  moved  there  in  1988,  when  he  lo? 
his  job  as  a  wood-chipper  operator  in  a  British  Columbi 
sawmill,  and  signed  on  as  a  truck  driver  in  Faro's  open-p: 
lead  and  zinc  mine,  the  world's  largest.  In  1992  the  mini 
closed,  resulting  in  the  layoff  of  700  people,  nearly  half  d 
Faro's  population  at  the  time.  It's  a  scenario  that's  bee 
played  out  all  across  the  once  mining-rich  Yukon  in  the  pa: 
decade,  and  it's  the  major  reason  for  the  territory's  shrinkin 
population — down  7%  last  year  alone. 

Out  of  work  and  unsure  of  what  to  do  with  his  time,  Crotea/j 
started  playing  around  with  mixtures  of  local  ingredients  th. 


ts  th; 


ight  fortify  his  wife's  indoor  plants  and,  later,  vegetables  and 

her  outdoor  plants.  When  neighbors  started  commenting  on 

e  plants'  unusually  rapid  growth  in  1993,  he  soon  stuck  the 

lal  version  of  his  mixture  in  bottles,  piled  them  into  150  milk 

ates  in  the  back  of  his  pickup  truck,  and  drove  to  Whitehorse. 

e  sold  only  eight  crates  of  Midnight  Sun  Plant  Food,  but 

:  also  picked  up  15  awards  for  vegetables  he'd  entered  in  a 

irden  show  in  Faro.  Encouraged,  he  drove  into  British 

alumbia  and  went  from  hardware  store  to  hardware  store, 

mvincing  owners  to  stock  his  plant  food  on  consignment. 

e  returned  with  an  empty  truck.  Flat  broke,  he  began 

(plying  for  small-business 

ans.  At  first,  the  banks  all 

rned  him  down,  but  he 

entually  pulled  together 

17,000  in  loans  from  vari- 

is  government  agencies  and 

ro  local  banks. 
Growth  was  slow,  but 

en,  two  years  ago,  Croteau 

lid  about  $1,600  to  an  ISP 
Whitehorse  to  build  a 

reb  site  for  Midnight  Sun  at 

ww.midnightsunplant 

iod.com.  Spending  count- 

ss  hours  cruising  the  Web  in 

arch  of  opportunities  for 

:e  links,  he  watched  his  traf- 

:  build  from  two  hits  per  day 

hundreds  a  week.  He  added 

dine  credit  card  purchas- 

g,  a  currency  converter,  and 

'earning  video  testimonials 

am  awestruck  gardeners 

itching  hair-raisingly  large 

getables.  Now,  the  propor- 

m  of  site  visitors  who  end 

■  buying  his  plant  food  has 

| en  to  about  90%. 
Croteau  sold  7,000  bot- 
of  his  plant  food  in  the 
st  three  months  of  this 

ir,  most  of  the  sales  initiated  by  a  TV  spot  that  generated 

b'site  visits.  True  Value  hardware  in  Canada  has  promised 

n  an  order  worth  $2,600,  and  he's  in  negotiation  with  sev- 

tl  distributors,  including  a  greenhouse  in  Washington  State 

it  contacted  him  through  the  Web.  If  the  trend  holds, 

oteau  figures  he'll  hit  more  than  $65,000  to  $100,000  in 

enues  this  year,  up  from  $23,000  last  year  and  $10,000  in 

?8.  He's  even  received  feelers  from  investors  and  pulled 

an  unsolicited  formal  buyout  offer  for  $47,000,  which 

turned  down.  "It  would  have  left  me  $50,000  [Canadian 

lars]  in  debt  and  without  a  job,"  he  says.  "I  couldn't  get  a 

in  Faro  right  now."  Meanwhile,  Croteau  plows  ahead, 

used  largely  on  Internet  marketing.  He  is  paying  $2,300 

a  site  redesign  and  is  taking  steps  to  ensure  that  his  site 

«  up  more  prominently  on  search  engines  when  keywords 

h  as  "organic  plant  food"  are  plugged  in. 

Croteau's  success,  limited  as  it  may  be  at  this  point,  has  pro- 


Roland  and  Susan  Shaver,  owners  of  a  snowmobile  outfitter  near  Kluane  National  Park, 
think  word  about  the  area's  challenging  beauty  will  get  out  over  the  Internet 


vided  a  small  psychological  boost  to  Faro.  In  most  regards,  the 
town  is  in  bad  shape.  The  population  has  plunged  to  350,  and 
Croteau's  two  sons,  like  many  young  people,  have  long  since 
moved  hundreds  of  miles  away  in  search  of  work.  Internet- 
related  opportunities  are  the  only  bright  spot.  Three-quarters 
of  the  community  is  online  now — and  this  in  a  town  without 
a  traffic  light.  A  few  dozen  Faro  businesses  maintain  listings 
on  the  town  Web  site,  and  some  residents  with  entrepreneurial 
aspirations  are  talking  about  setting  up  their  own  sites, 
including  one  person  who  bottles  birch  syrup.  A  few  have 
even  gotten  into  the  Internet  business:  The  Web  site  design 

firm  handling  Midnight 
Sun's  makeover  was  founded 
by  two  former  mine  em- 
ployees from  Faro.  For  many, 
Croteau  has  become  an 
unlikely  role  model;  he's  even 
been  the  subject  of  a  short  TV 
news  segment  aired  nation- 
ally in  Canada.  "No  one  ever 
guessed  little  old  Herbie 
would  get  so  far,"  he  says. 
"I  didn't." 

nlike  Faro,  Haines 
Junction  has  never 
held  much  interest 
to  the  world  of  big 
industry.  Poised  at 
the  crossroads  of  the  Haines 
and  Alaska  Highways,  the 
town  has  offered  its  business 
owners  little  more  than  the 
opportunity  to  watch  the 
parade  of  75,000  Alaska- 
bound  cars  and  trailers  that 
pass  through  each  year  bear- 
ing retirees  and  midtransfer 
U.S.  military  personnel,  few 
of  whom  want  more  from 
Haines  Junction  than  a  tank 
of  gas,  a  burger,  and,  occa- 
sionally, a  motel  bed.  For  decades  the  town  was  called  "Mile 
10-16,"  after  its  location  on  the  Alaska  Highway.  Largely 
ignored,  to  most  residents'  chagrin,  is  the  fact  that  Haines 
Junction  is  situated  on  the  edge  of  Kluane  National  Park, 
a  vast,  vividly  beautiful  expanse  of  mountain  vistas,  glacial 
lakes,  and  ice  fields,  boasting  some  of  the  best  hiking,  hunting, 
and  fishing  in  the  world.  Now  the  town's  875  residents  are 
asking  themselves:  Can  the  Internet  help  make  Haines 
Junction  a  place  to  be  instead  of  a  place  to  pass  through? 

Haines  Junction  was  the  first  Yukon  town  after  White- 
horse to  get  Internet  service;  it's  currently  spending  $10,000 
on  a  redesign  of  its  Web  site  at  yukonweb.com/community/ 
kluane/hj.html.  Soon,  when  you  write  to  the  town  for  visitor 
information,  you'll  be  able  to  receive  a  CD,  which,  according 
to  town  Chief  Administrative  Officer  Michael  Richards, 
will  provide  far  more  tourist  material  and  save  the  commu- 
nity three-quarters  of  the  cost  of  printing  brochures. 
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Down  the  street,  Roland  and  Susan  Shaver  troll  the  Inter- 
net for  opportunities  to  promote  Bear  North  Adventures,  the 
guided  snowmobile  touring  firm  they  set  up  four  years  ago. 
Other  than  the  snowmobiling  gear  itself,  the  Shavers'  single 
biggest  investment  has  been  $2,000  for  a  13-page  Web  site 
at  bearnorth.yukon.net/  jammed  with  photos  of  some  of  the 
breathtaking  views  afforded  to  people  who  ride  out  with 
them  across  mountain  ridges  and  over  pristine  snow-covered 
lakes.  The  Shavers  are  still  struggling  with  search  engine 
placement,  but  they've  been  pulling  in  hits  via  links  on  vari- 
ous travel  and  snowmobiling  sites,  many  of  the  hits  coming 
from  overseas.  Recently,  they've  had  a  few  tour  operators 
approach  them  to  discuss  including  Bear  North  in  their  pack- 
aged tours.  "I've  been  trying  to  get  other  businesses  here  to 
do  more  on  the  Internet,  so  we  can  all  link  to  each  other," 
says  Roland.  "That  way,  it  someone  finds  one  of  us,  they  can 
find  all  of  us." 

Old  Crom  mai  hi  nil  Yukon's  ultimate  test  of  the 
theory  that  getting  wired  >. an  significantly  ease  the 
rigors  of  isolation.  The  only  way  to  get 
i here  is  by  bush  plane,  and  when  winter 
seis  in.  the  trip  gets  dicey.  The  town  is  a 
colorful  collection  of  small,  single-story  log  homes 
nestled  between  the  confluence  ot  the  Crow  and 
Porcupine  Rivers  and  (  row  Mountain.  Like  other 
Gwitchin  " First  Nations"  (roughly  the  Canadian 
equivalent  ot  "Native  American  tribes"),  the  Vun- 
tut  Gwitchin  long  ago  chose  their  location  to  be 
near  the  migratory  route  ot  the  Porcupine  caribou. 
The  Gwitchin  depend  heavily  on  these  animals  for 
food,  eating  caribou  meat  an  average  of  five  times 
per  week;  they  make  use  ot  the  animals  for  clothing, 
too,  and  tor  decorative  items.  They  also  fish,  trap, 
and  gather  rhubarb,  berries,  and  yarrow.  The  alter- 
native is  to  buy  tlown-m  food  at  the  one  tun  store 
in  town,  where  beet  starts  at  $5  per  pound  and  an 
onion  can  um  nearly  a  dollar.  In  the  mood  tor 
a?  1  hen  you'd  better  sign  up  to  have  one  flown 
I  nday  flight  for  a  delivery  charge  of  $14. 


Finding  enough  food  by  hunting  and  gathering  is  never  a 
sure  thing,  but  lately  there  have  been  complaints  about  a  new 
type  of  shortage:  Internet  bandwidth.  At  present,  the  entire 
town  shares  a  single  56-kilobits-per-second  line  via  satellite 
Over  the  next  12  months,  the  connection  will  be  upgraded  by 
a  factor  of  25 — still  over  satellite,  because  the  lack  of  roads 
rules  out  installing  microwave  stations. 

So  far,  the  biggest  use  of  the  Internet  here  has  been  to 
facilitate  the  constant  activity  surrounding  the  transfer  of 
government  from  the  territory  to  the  Vuntut  Gwitchin.  As  is 
the  case  for  most  of  the  Yukon's  14  First  Nations,  which 
make  up  about  a  fifth  of  the  territory's  population,  the 
Vuntut  Gwitchin  have  signed  an  overall  accord  with  the 
territory  granting  them  self-government,  including  admin- 
istering education,  social  services,  and  other  funds  that  the 
territory  and  Canadian  government  have  controlled.  Though 
the  agreement  has  been  worked  out  in  principle,  every  detail 
of  this  complex  transition  has  to  be  negotiated  with  separate 
territorial  committees.  Doing  this  has  required  a  small  army 
of  territorial  and  Vuntut  Gwitchin  liaisons,  consultants, 
and  contractors. 

The  cost  savings  in  phone  bills  alone  provided  by  the 
Internet  connection  has  been  significant  as  the  transition  goe< 
forward.  In  one  division  of  the  Vuntut  Gwitchin  Natura 
Resources  Department,  for  example,  a  $200  monthly  bill  ha;! 
been  cut  to  $50,  as  most  communications  have  been  shuttlec! 
to  email.  "The  territory  hasn't  kept  up  with  us  that  way,'; 
notes  Paul  Doehle,  who  works  in  the  department.  "Often 
we'll  email  them,  and  they'll  fax  us  back  a  reply." 

What's  more,  the  Vuntut  Gwitchin  First  Nation  ha^ 
enlisted  the  Web  to  help  identify  potential  consultants— I 
previously  hard  to  do,  given  Old  Crow's  relative  lack  o. 
contact  with  the  outside  world.  A  Web  search  recentb 
turned  up  a  highly  qualified  energy  conservation  consultant 
based  in  distant  Winnipeg;  he's  since  been  hired.  Some  Ok 
Crow  job  openings  are  now  being  posted  on  the  Web,  bring) 
ing  in  about  twice  the  number  of  resumes  that  normalb 
come  in,  according  to  Greg  Charlie,  a  manager  with  th 
Vuntut  Gwitchin  government. 

Commerce  is  next  in  lin 
for  this  kind  of  Interne 
boost.  The  First  Nation 
recently  formed  economi 
development  corporation 
taking  a  close  look  at  oppoi 
tunities  there.  Old  Crow 
craftspeople  make  exceller 
caribou-hide  or  canvas  glove 
and  boots,  as  well  as  wallet 
jewelry,  and  sculpture,  mm 
of  it  decorated  with  intricat' 
flowered  beadwork.  Rigl' 
now  many  of  these  items  a* 
showcased  on  the  town's  We 
site  at  www.oldcrow.yk.nei 
where  the  monthly  hit  rait 
has  climbed  to  400.  (Pa* 
Doehle  reports  a  nice  mi 
of  old  and  new  ways:  He  g'l 


vt 

et 

JC 

it 


Vuntut  Gwitchin  Chief  Joe  Linklater  (center)  insists  the 
Internet  is  critical  to  preserving  his  people's  values. 
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reat  deal  on  flash  messaging  software  for  the  town's  network 
trading  locally  made  boots  and  beaded  gloves  for  it.) 
There's  also  hope  for  an  Internet-based  increase  in 
irism.  Despite  the  often-severe  winter  cold — minus  75 
;rees  isn't  unusual  —  people  come  to  Old  Crow  to  go 
dogsled  expeditions.  And  in  summer,  when  Old  Crow 
oys  several  months  of  balmy  tem- 
|  atures  as  well  as  24-hour  sunlight, 
itors  can  hire  guides  for  hiking 
1  fishing.  But  tourism  is  a  touchy 
je  among  some  of  the  Vuntut 
'itchin.  "We'd  like  to  attract  visi- 
s  who  are  more  sensitive  to  who 

are,"  explains  Vuntut  Gwitchin 
lef  Joe  Linklater.  "We  want  people 
o  will  respect  our  culture,  instead 

trying  to  commercialize  and 
apen  it."  For  that  reason,  Linklater 
toping  to  use  the  interactivity  of 

Net  to  help  filter  out  would-be 

tors  who  might  not  be  sensitive  to 

community. 

The  chief  points  out  that  while 

inology  can  help  attract  the  right 

pie,  it  also  can  help  the  community 

in  members,  thanks  to  the  option  of 

commuting.    "There    may   not    be 


Hunting,  gathering,  and  dog  mushing  still  dominate  Old 
Crow's  economy,  though  the  Internet  will  offer  new  options. 


enough  professional  jobs  in  Old  Crow,  but  now  people 
can  still  live  here  while  taking  advantage  of  employment 
opportunities  somewhere  else,"  he  says.  And  those  people  who 
do  leave  for  jobs  will  be  more  likely  to  find  a  better  one  if 
they're  familiar  with  the  online  world.  "We  used  to  say  that 
having  a  driver's  license  would  get  you  a  job,"  says  Howard 
Linklater,  one  of  four  councillors  who 
govern  the  Vuntut  Gwitchin  along  with 
the  chief.  "Now  we  say  that  about 
computer  skills." 

Activists  in  the  community  insist 
that,  at  least  for  now,  the  biggest  benefit 
of  being  wired  is  the  opportunity  to 
drum  up  support  for  political  stances 
crucial  to  the  Vuntut  Gwitchin.  Among 
these  issues  is  the  First  Nation's  battle 
to  protect  a  small  area  of  land  next 
to  Alaska's  Arctic  National  Wildlife 
Refuge  from  oil  development  that 
many  believe  poses  a  threat  to  the 
Porcupine  caribou.  Because  the  United 
States  controls  the  lands,  the  Vuntut 
Gwitchin  previously  have  had  to  take 
their  fight  to  the  States,  via  telephone  at 
70  cents  per  minute,  and  in  person  at 
around  $4,000  per  tour.  Now,  says 
Elizabeth  Connellan,  who  heads  up 
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Tl  DSPs. 


i  Where  voice  meets  video 
meets  words  meets  your 
►  imagination. 


The  digital  world  is  changing  our  lives.  And  the  rate  of  change  is  accelerating.  We  invite  you  to  exploit  it.  With  Tl 
programmable  DSP.  •  Tl  programmable  DSP  is  hardware  and  software  integrated  into  a  technology.  A  technology 
that  allows  one  phone  line  to  speed  voice,  video  and  data  simultaneously.  A  technology  that's  also  compatible  with 
56K,  ADSL  and  cable  modems  •  More  important,  it's  a  technology  that  is  always  connected  to  the  future.  As  newer 
generations  evolve,  you're  always  just  a  software  download  away.  So  rather  than  retool  and  replace,  you  can  simply 
reprogram  •  Tl  programmable  DSP  is  also  a  network  of  third-party  companies  working  to  invent  new  applications 
not  yet  dreamed  of.  It's  a  broad  portfolio  of  Tl  analog  that  delivers  real-time  connection  to  the  real  world  It's  a 
legacy  of  leadership  that  can  give  you  a  clear  advantage.  It's  eXpressDSP,"  our  Open  Software  Environment  that 
opens  opportunities.  •  It's  the  future.  •  Texas  Instruments  Digital  Signal  Processors.  •  Powerful  Programmable. 
Engines  of  Intelligence.  I    www.ti.com/dsp 


PERFORMANCE 

Application  processing  at  a 
billionth  of  a  second 
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PROGRAMMABILITY 

As  newer  generations  of  products  evolve, 
you're  always  just  a  software  download  away 


OPEN  SOFTWARE  ENVIRONMENT 

With  code  available  today,  you're 
able  to  get  to  market  faster  tomorrow. 
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COLD  COMFORT 


Paul  Ooehle,  who  works  for  the  Vuntut  Gwitchin  government,  says,  "If  they  hadn't  gotten 
the  Internet,  they  wouldn't  have  gotten  their  sovereignty." 

the  First  Nation's  effort  to  protect  the  lands,  much  of  the  bat- 
tle is  being  waged  online.  "Eighty-five  percent  of  what  I  do  is 
on  the  Internet,"  she  says. 

When  broadband  arrives  later  in  the  year,  the  First 
Nation  hopes  to  hook  into  distance  learning  programs  (the 
local  school  goes  through  ninth  grade  only)  as  well  as 
remote  medicine.  The  higher  bandwidth  will  also  support 
the  growing  number  of  connected  computers,  which  Vuntut 
Gwitchin  member  Florence  Netro  places  at  about 
20  right  now  but  expects  to  double  by  the  end  of 
the  year.  When  a  new  administration  building 
opens  in  a  few  months,  it  will  include  two  public 
Internet  terminals  in  the  lobby.  Says  Howard 
Linklater,  "Our  ancestors  survived  with  ancient 
tools,  but  we  need  to  pick  up  some  new  ones." 

Some  in  the  Yukon  are  hoping  that  the 
growing  popularity  of  the  Internet  will 
lead  to  the  establishment  of  a  high  tech 
industry  in  the  territory.  This  may  be  a  bit 
of  California  dreaming,  but  Terry  Hayden 
points  out  that  what  large  industry  does  exist 
in  the  Yukon  —  mostly  mining  and  utilities  —  has 
delayed  the  making  of  major  technology  invest- 
ments because  of  the  lack  of  infrastructure  m  the 
territory.  But  the  big-bandwidth  program  could 
spur  a  new  round  of  investment,  he  says,  and  that 
in  turn  could  lead  to  a  miniboom  in  the  creation 
of  small  technology  companies  to  sell  and  sup- 
port the  new  applications. 

Yknet  itself  may  serve  as  an  example:  In  February  alone, 
100  people  —  a  third  of  1%  of  the  entire  population  of  the 
territory  —  signed  up  for  the  company's  services,  bringing 
the  ISP's  total  subscription  base  to  about  1,600  homes  and 
businesses  (four  other  Yukon  ISPs  split  another  3,500  sub- 
scribers). Yknet,  now  .1  tor-profit  company  that  receives  no 
government  subsidies,  made  about  $27,000  in  profits  last  year 
on  revenues  of  $267,000,  and  the  company  is  on  track 
tor  20%  revenue  growth  this  \e.ir.  Yknet  cofounder  Steele 
says  that  when  he  visits  communities,  he's  swamped  by 
eager  crowds  as  it  he  were  a  rock  star.  What  these  "fans" 
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want  are  answers  to  technical  questions.  At  roadside  restau- 
rants, Steele  often  overhears  truck  drivers  talking  about 
their  email. 

In  the  warmer  months,  tourists  flock  to  Whitehorse's 
Holodeck,  a  dimly  lit  Internet  and  computer  gaming 
boutique  where  they  stand  in  line  to  check  email,  access 
their  online  bank  accounts,  or  Web  surf  at  one  of  the  nine 
online  PCs.  "We  used  to  be  an  Internet  cafe,"  explains  Betty 
Irwin,  who  owns  the  shop  with  her  husband,  Craig  Jarvis, 
"but  we  stopped  serving  coffee  because  people  just  wanted 
to  use  the  computers." 

Steele  contends  that  any  new  Web-based  business  sends 
ripples  into  the  economy,  with  each  dollar  spent  at  a  local 
concern  passing  through  three  other  hands  before  eithei 
going  into  a  local  bank  account  or  leaving  town  through  an 
outside  purchase. 

The  downside  of  Internet  access,  of  course,  is  the  loss  oi 
shoppers  who  start  buying  online,  where  most  goods  are 
cheaper,  and  in  many  cases  arrive  more  quickly  because 
Yukon  businesses  tend  to  keep  small  inventories.  Delivery  is 
no  problem:  Canada's  postal  service  will  bring  a  two-pounc 
package  to  a  remote  town  for  between  $1  and  $3.  With  a  him 
of  guilt  in  his  voice,  Steele  says  that  he's  observed  a  falloff  ir 
traffic  in  the  bookstore  downstairs. 

On  the  other  hand,  Steele  notes  that  the  level  of  persona 
attention  in  the  Yukon's  small  communities  is  hard  to  beat 


With  Internet  access,  some  Old  Crow  government  offices  have  been  able  to  cut  costs  signi 
cantly  since  much  of  their  communications  now  take  place  through  email. 


especially  when  those  businesses  have  figured  out  how 
blend  old-fashioned  service  with  the  tools  of  the  new  ecoi 
omy.  At  the  Deja  Vu  Music  shop  in  Whitehorse,  for  exampl 
owner  Keith  Thaxter.  makes  a  point  of  learning  his  cu 
tomers'  offbeat  music  preferences,  then  goes  onto  the  We 
searching  for  finds.  Steele  reports  that  he  was  recently  in 
bar,  kicking  back  after  work  and  enjoying  the  view  < 
the  mountains,  when  Thaxter  came  in  to  drop  off  a  hard-t 
come-by  Frank  Zappa  release  that  he  figured,  correctly,  Stee 
would  appreciate.  That's  Yukon-style  push  technology  th 
even  CDNow  can't  match. 
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Information  Analysis.  Not  Paralysis. 

Business  site  Forbes.com  can't  afford  to  let  their  information  delivery  get  bogged  down.  That's  why  they  chose 
EoCenter  as  their  research  engine  for  ForbesFinder.  EoCenter  delivers  information  that  complements  their 
unique  editorial  content  seamlessly,  so  Forbes.com  can  deliver  the  most  up-to-date  business  analysis  right  from  their 
own  site.  And  so  can  you.  EoCenter  will  give  you  the  same  seamless  access  to  high-quality  industry  information 
through  the  Internet.  Users  will  spend  more  time  on  your  site.  And  you'll  gain  stronger  brand  equity  as  an 
invaluable  resource.  So  don't  let  information  delivery  leave  you  numb.  Discover  how  EoCenter  helped  Forbes.com 
become  a  premier  Internet  destination,  and  how  we  can  help  you  do  the  same.  Visit  www.eoenabled.com/forbes 
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C2000.  EoExcrunge.  Inc.  EoCenter  and  EoEnabled  ire  trademark  of  EoExchange.  Inc.  All  other  trademarks  arc  the  property  of  their  respective  owners. 
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long      live      the      bananas 


Financial  markets  have  always  been 
ruled  by  fear  and  greed.  Now  they're  about 
to  be  rocked — by  a  revolution  that  will 
forever  change  the  $600  billion  agncultural 
industry.  Senesco  (OTC  BB:  SENO)  has 
developed  propnetary  gene  technology  that 
will  give  flowers,  fruits  and  vegetables 
a  longer  shelf  life  than  ever  before. 
Imagine  the  savings  Senesco  brings  to 
the  table:  growers  will  profit  from  reduced 
losses  due  to  spoilage;  distributors  will  spend 
less  on  shipping  and  handling;  consumers 
will  enjoy  fresher  produce  longer.  The  way 
we  see  it,  fear  and  greed  can  rest  in  peace. 


I 


Visit  our  website  at  www.senesco.com 
to  see  how  Senesco  Technologies,  Inc. 
has  the  potential  to  give  the  entire 
agricultural  industry  a  fresh  lease 
on    life.   And    bring   on   the    bananas. 


For  information,  please  contact  Mr.  Phillip  Escaravage  at  (888)  474-SENO 
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NEW  SAN  FRANCISCO  INCUBATOR 


GIVING  WOMEN  EXECUTIVES 


OT  ONLY  PARITY  BUT  EQUITY 


T 


HIS   IS   NOT  YOUR  TYPICAL   OFFICE   CONVERSATION: 

Margarita  Quihuis,  director  of  the  Women's  Technology 
Cluster  (WTC)  in  San  Francisco,  is  talking  to  a  vice  pres- 
ident of  one  of  WTC's  incubator  companies.  They  are 
discussing  the  need  to  buy  more  routers  for  a  move  to 
posh  new  lofts  in  the  city's  Potrero  Hill  district. 
"Wait,  aren't  you  due?"  asks  the  VP. 
"I'm  full  term  this  Saturday,"  says  Quihuis.  "If  the 
baby  doesn't  come,  we'll  resort  to  the  old-fashioned 
tricks — castor  oil  and  jumping  up  and  down." 

"Have  sex,  that  always  works,"  suggests  the  VP. 
"Well,  any  kind  of  exercise  works — " 

" — but  you  might  as  well  enjoy  it,"  says  Quihuis. 
Besides  a  pregnant  director  and  frank,  regular  dis- 
cussions of  sex  (these  may  be  the  most  mature  office 
sex  conversations  in  the  history  of  high  tech),  the 
WTC  offers  companies  office  space,  technological 
infrastructure,  legal  advice,  valuable  Rolodexes,  and 
lunchtime  speakers,  all  with  the  express  purpose  of 
incubating  companies  until  they  are  ready  to  hatch 
and  prosper  in  the  outside  world. 

Started  a  year  ago  by  Catherine  Muther,  an  ex-senior 
marketing  officer  at  Cisco  Systems,  and  Jim  Robbins, 
a  granddaddy  of  the  incubator  concept,  the  WTC 
is  40%  women-run,  and  at  least  one  of  the  founders 
of  each  WTC  company  is  a  woman.  The  cluster  is 
an  oasis  in  an  industry  that  can  feel  like  a  frat  house. 
As  the  first  womancentric  incubator  in  the  country,  it 
wants  to  create  a  gender  balance  in  the  rest  of  high 

tech,  a  task  that,  by  any  mea- 
Margarita  Quihuis  (far  left,  with  her      sure,  isn't  going  to  be  easy. 

Take  just  one  segment: 
baby)  heads  the  Women's  Technol-      venture  capital  funding.  From 

January  through  September 
ogy  Cluster,  which  recently  moved       1999,  only  4%  of  the  high 

tech  startups  that  received 
to  these  sprffy  new  quarters  In  San      funding  had  women  CEOs. 

Experts  generally  agree  the 
Francisco's   booming  Potrero   Hill      primary  reason  for  this 

dearth  is  not  lack  of  busi- 
dlstrlct.  The  cluster  houses  start-      ness  savvy  (38%  of  business 

school  graduates  are  women), 
ups  cofounded  by  women.  or  even  misogyny.  Rather,  it  is 
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a  weak  network.  "People  say  they  don't  care  whether  it's  a  man 
or  a  woman  presenting  a  business  plan,  and  I  believe  them," 
says  Kay  Koplovitz,  founder  of  USA  Networks  and  chair  of 
the  National  Women's  Business  Council.  Even  so,  she  says, 
venture  capitalists  are  not  willing  to  risk  investing  in  people 
they  don't  know.  This  creates  a  vicious  cycle:  If  venture  capi- 
talists haven't  done  business  with  women,  they're  unlikely  to 
do  so  in  the  future. 


Darrell  DeVeaux  and  Olna  Johnson  are  cofounders  of  RosePlace.com, 
a  senior  care  Web  site  Incubated  by  the  WTC. 

This  explains  why  most  of  the  companies  in  the  WTC  were 
seeded  with  the  cofounders'  own  money.  Women,  far  more 
than  men,  are  likely  to  invest  their  own  money  rather  than  get 
others  to  invest.  "If  40%  to  50%  of  companies  are  started  by 
women  hut  only  4%  get  funded,  then  it's  not  a  choice  or  a 
preference,"  says  WTC  founder  Robbins. 

Naturally,  the  WTC  has  moved  to  address  this  issue  in  a 
number  of  ways.  Unlike  some  incubators,  the  WTC  doesn't 
offer  its  own  funding,  but  it  did  manage  to  help  its  10  compa- 
nies raise  $17  million  last  year  and  $35  million  so  far  this 
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year.  The  WTC  also  notifies  women  of  special  events  such  as 
last  January's  Springboard  2000,  a  Silicon  Valley  forum  at 
which  women  CEOs  pitched  their  companies  to  a  roomful  of 
venture  capitalists  and  angel  investors.  (Four  of  the  WTC 
companies  presented,  and  all  came  away  with  money.)  The 
WTC  also  is  in  networking  contact  with  many  of  the  women 
VCs  in  Silicon  Valley.  While  research  firm  VentureOne  lists 
38  in  the  Valley,  Denise  Brosseau,  president  of  the  Valley's 
Forum  for  Women  Entrepreneurs,  says  there  are  more  than 
75  women  VCs  in  the  San  Francisco  Bay  Area  and  as  many  as 
175  in  the  entire  United  States.  To  further  help  in  funding,  the 
WTC  is  cohabiting  with  consumer  electronic  giant  Panasonic, 
which  has  set  up  an  incubator  of  its  own  and  has  first  dibs  on 
funding  any  of  the  WTC's  companies. 

Those  at  the  WTC  realize,  however,  that  the  capital 
inequity  is  not  just  a  matter  of  money.  There  is  the  subtler 
problem  of  socialization.  "VCs  have  a  very  male  language — 
the  vocabulary  is  different,"  says  Quihuis.  Women  tend  to  be 
too  narrative  when  they  talk  about  a  company,  she  says. 
"You've  got  two  minutes.  You  need  to  use  analogy,  use 
metaphor,  keep  it  very  crisp.  It's  like  sports  talk." 

The  WTC's  answer — and  the  only  one  of  Robbins'  active 
incubators  to  do  so — is  to  bring  in  professional  coaches  such 
as  Kim  Marinucci  of  Winning  Pitch  in  Palo  Alto.  Using 
videotapes  and  role  playing,  Marinucci  works  on,  among 
other  things,  women's  intonation.  "Women  in  general  have  ; 
tendency  to  put  questions  at  the  end  of  a  sentence.  You  come 
across  as  so  much  stronger  and  more  competent  if  you  get  ric 
of  that  intonation.  People  are  often  unaware  that  they'n 
doing  it  at  all."  Marinucci  says  both  men  and  women  car 
benefit  from  coaching,  but  it  can  be  more  important  for  i 
woman  to  have  her  presentation  down  pat.  "When  a  womai 
comes  in  to  pitch,  it's  different  because  she  looks  different.  It' 
really  important  that  she  look  confident  so  that  people  righ 
away  can  get  over  whatever  biases  they  might  have." 

In  addition  to  helping  women  get  venture  funding,  th 
WTC  is  tackling  another  monumental  problem:  the  proverbia 
glass  ceiling.  In  1999,  only  36%  of  high  tech  startups  had  i 
woman  in  management,  according  to  VentureOne.  Brosseaj 
says  the  "networking  problem"  also  affects  the  makeup 
upper  management.  "When  you  create  any  kind  of  a  companjj 
the  people  you  put  into  positions  of  power  are  the  people  ij 
your  network.  A  lot  of  guys  say  to  me,  i  was  looking  fo 
somebody,  but  I  just  didn't  know  any  women  for  the  job.'" 

By  its  very  existence,  the  WTC  is  helping  to  change  thl 
dynamic.  In  its  first  year,  it  has  already  received  350  applied 
nons.  Furthermore,  by  mandating  that  each  of  its  companid 
has  at  least  one  woman  founder,  the  WTC  is  ensuring  that 
new  generation  of  women  CEOs  and  CTOs  will  be  trained 
Being  in  an  incubator  also  increases  the  chance  that  the^ 
women  and  their  companies  will  succeed.  According  to 
1998  survey  by  the  National  Business  Incubations  Associatioij 
87%  of  incubated  businesses  that  graduate  survive. 

WTC  women  also  are  helped  by  a  novel,  imprompr 
partnership  with  men.  Although  the  WTC  is  a  women-focuse 
incubator,  more  men  (60%)  than  women  (40%)  are  employe 
there.  This  actually  works  to  the  WTC's  advantage.  Tal 
the  experience  of  MyPsych,  a  WTC  company  that  is  a  psych 
logical  health  site.  When  its  founder,  Hagit  Glickman,  w;j 
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negotiating  to  sell  her  company  to 
Hemisphere  Health  Care,  she  brought 
along  MyPsych's  two  male  compatriots, 
Marc  Viens  and  Drew  Canapary.  "Even 
though  I  had  very  close  connections 
with  [Hemisphere],  having  Marc  and 
Drew  presenting  made  them  feel  like  it 
was  more  of  a  stable  company." 

This  was  particularly  true,  accord- 
ing to  Glickman,  when  it  came  to 
financial  questions.  "The  sense  you 
get  is  that  there's  a  shift  in  focus  in 
the  meeting.  When  it  comes  to  a 
question  of  numbers  or  money  they 
focus  on  the  guys.  Even  though  ulti- 
mately it's  me  who  answers  those 
questions,  there's  a  different  weight 
and  gravity  attached  to  what  Marc  and  Drew  say." 

In  a  broader  sense,  WTC's  companies  are  likely  to  benefit 
from  a  growing  trend  in  business:  a  more  diverse,  humane 
working  environment  in  which  employees  are  willing  and 
able  to  mix  work  with  pleasure.  Nowhere  is  this  better  illus- 
trated than  in  a  WTC  company  called  Ms.  Money,  a  financial 
services  network  for  women.  Its  founder,  Tiffany  Bass  Bukow, 
has  hired  a  culture  coach  to  make  sure  channels  of  communi- 
cation within  the  company  are  working  well — that  marketing 
is  talking  to  the  designers,  and  that  employees  have  consistent 
feedback  on  their  performance.  The  coach,  Linda  Bark,  a  for- 
mer nurse,  also  meets  with  employees  individually  to  make 
sure  they  are  eating  well,  exercising  regularly,  and  coping 
with  startup  stress.  Bark  says  women  are  more  likely  to  look 


for  this  kind  of  balance  and 
to  make  the  changes  neces- 
sary to  implement  healthier 
ways  of  working. 

"This  is  good  for  busi- 
ness," says  Nancy  Costa,  a 
vice  president  at  The  Alexan- 
der Group,  a  marketing  and 
sales  management  consulting 
firm.  The  critical  need  for 
talent  in  high  tech  will  drive 
the  industry  toward  inno- 
vative employment  models, 
she  says.  "The  reality  of  the 
future  is  accommodating 
a  flexible  and  blendable 
work  life." 
And  the  WTC  is  definitely  blendable.  At  last  count,  the 
WTC  was  23%  Hispanic,  3%  African  American,  11% 
Asian,  and  63%  Caucasian.  And  "we  have  sexual  orienta- 
tions all  over  the  map,"  says  Quihuis. 

It's  too  early  to  tell  if  any  of  the  WTC's  10  companies 
will  turn  out  to  be  financial  successes.  So  far,  none  have  gone 
public.  In  the  final  analysis,  the  WTC  can  do  everything  in 
its  power  to  help  women-led  companies  start  and  grow,  but 
it  can't  designate  the  degree  of  their  success.  Ultimately, 
that  depends  on  factors  that  have  little  to  do  with  gender 
the  strength  of  a  technology,  the  execution  of  a  business 
plan,  the  reaction  of  the  public  markets.  To  use  a  masculine^ 
metaphor,  the  WTC  can  level  the  playing  field,  but  it  cannot 
shoot  and  score. 


Denise  Brosseau,  president  of  the  Forum  for  Women 
Entrepreneurs,  says  women  have  a  networking  problem. 
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RAISING  CHILDREN  AND  RAISING  CASH  ARE  A  SEAMLESS  ENDEAVOR  FOR  HEIDI  ROIZEN  OF  SOFTBANK 


"The  glass  ceiling  doesn't  apply  when  you're 
building  your  own  house,"  says  Heidi  Roizen, 
a  managing  partner  at  Softbank  Venture 
Capital  and  a  former  CEO.  She  is  one  of  the 
few  women  to  have  infiltrated  the  decidedly 
macho  sphere  of  venture  capital.  The  42- 
year-old  Silicon  Valley  veteran  launched  a 
software  company,  T/Maker,  in  the  early 
1980s  and  headed  it  for  13  years.  Later, 
after  a  short  and  "tumultuous"  stint  at  then- 
sickly  Apple  Computer  in  1997,  Roizen 
decided  it  was  time  to  devote  more  hours  to 
raising  her  two  daughters. 

That's  when  she  crafted  her  own  brand  of 
CEO  coaching — which  she  dubbed  "mentor 
capitalism" — and  went  to  work  for  Softbank. 
Roizen  has  been  able  to  mix  motherhood 
with  mentoring  and  millionaire  making,  but 
she  warns  that  until  there  are  more  female 
CEOs,  the  venture  capital  industry  will  remain 
•vs'  club. 


ASAP:  What  was  it  like  for  you  raising 
money  as  a  woman  CEO? 
ROIZEN:  I  talked  to  a  lot  of  venture  capital- 
ists, and  it's  probably  not  a  surprise  that  I 
ended  up  with  Ann  Winblad,  who  did  not  hold 
it  against  me  that  I  was  a  woman.  I  was 
pregnant  [while]  raising  my  second  round  of 
capital,  so  you  can  imagine  this  pregnant 
woman  walking  into  a  meeting.  With  employ- 
ment laws,  they  can't  say  to  you,  "You're  hav- 
ing a  baby  so  you're  probably  just  going  to 
sit  at  home,  right?"  But  that's  not  the  case 
when  you're  raising  money. 
ASAP:  What  do  female  entrepreneurs  and 
VCs  have  going  for  them? 
ROIZEN:  I  like  to  think  that  part  of  the  rea- 
son people  like  having  me  as  their  venture 
capitalist  is  that  I'm  also  a  mom.  Very  often 
I'm  the  only  woman  on  an  all-male  board, 
and  I  find  a  lot  of  times  the  CEO  feels  he  can 
confide  in  me  because  I'm  not  [one  of]  the 


guys.  I  think  part  of  it  too  is  personal  style 
One  of  the  things  I  really  like  to  do  is  take  m\ 
CEOs  out  for  walks  in  the  Stanford  foothills 
ASAP:  Why  do  the  CEOs  need  coddling? 
ROIZEN:  There  are  just  so  many  issue; 
that  boil  down  to  the  people,  and  maybe  that 
a  more  woman-oriented  thing.  When  you  asl 
a  CEO  why  he  or  she  lies  awake  at  night,  a  lo 
of  times  the  answer  is,  "I'm  having  a  problen 
with  one  of  my  direct  reports  [who]  isn't  quiti 
up  to  the  job,  and  I  don't  know  what  to  & 
because  I  can't  even  afford  to  fire  him." 
ASAP:  How  do  you  do  it  all? 
ROIZEN:  Kids  are  great  because  the  thing 
they  think  about  are  so  different.  It's  really  ni 
to  have  people  in  your  life  who  just  don't  cai 
what  the  pre-money  was  or  how  hot  the  de< 
was  or  what  this  guy  founded.  They  care  aboi] 
things  like  when  do  the  butterflies  come 
or  why  are  there  tulips  in  the  front  yard  but  n< 
in  the  back.  SHELLEY  PANNI 
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High  Tech 
Company 


iitor's  note:  This  is  the  first  in  a  series  of  occasional  reports 
the  pseudonymous  Joe  Kay,  an  employee  at  a  large  high  tech 
mpany.  The  company's  name,  individuals'  names,  and  certain 
tails  have  been  changed  to  keep  Kay  from  losing  his  job. 

RAVING  SUCCUMBED  TO  THE  FLATTERY  of  an  executive 
recruiter,  I  found  myself  in  a  steel  and  glass  building  in 
:  corporate  headquarters  of  one  of  the  most  venerable  cor- 
rations  in  America.  Like  many  such  institutions,  this  corn- 
ay  had  in  recent  years  been  humbled  by  the  new  economy 
t  was  thought  to  be  reasserting  its  leadership. 
My  first  interviewer  was  a  tall,  thin,  balding,  bookish  man 
th  a  trim  Vandyke.  This  was  Lester,  to  whom  I  would 


IVE  ONLY 
FORKED  HERE 
ONE  DAY  BUT 
I  THOUGHT  OF 
A  GREAT  IDEA 


ort.  During  the  1960s,  I  would  later  learn,  Lester  had 
oted  himself  to  a  life  of  the  mind  and  various  causes  of  the 
nterculture,  but  on  this  day  he  seemed  unable  to  talk 
>ut  anything  other  than  the  Big  Project. 
The  Big  Project  was  Simon's  idea,  Lester  explained  to  me. 
on  was  vice  president  of  the  department  and  a  corporate 
iderkind.  Only  a  few  years  ago  he  had  been  languishing  as 


an  underling  on  the  corporate  staff,  when  the  new  chairman 
came  in  with  an  eye  to  shaking  things  up.  The  chairman 
instantly  recognized  Simon's  brilliance  and  rapidly  promoted 
him  to  a  position  of  astonishing  power  and  influence  that 
went  far  beyond  the  confines  of  his  narrow  nominal  function. 
In  effect,  he  had  become  the  company's  chief  visionary.  The 
chairman  was  said  to  seek  Simon's  advice  on  all  matters  of 
strategic  importance. 

Lester  told  me  Simon  wanted  nothing  less  than  to  prod 
this  slumbering  giant  into  leading  the  revolution.  Technology 
that  had  been  created  by  this  company  was  fueling  the 
revolution — why  weren't  its  sales  and  profits  and  stock 
price  soaring?  Because,  Simon's  reasoning  went,  the  corpo- 
rate culture  was  prone  to  a 
stifling  perfectionism  that 
practically  guaranteed  that 
almost  nothing  got  done. 

Simon  had  convinced  the 
chairman  that  the  old  culture 
must  be  utterly  destroyed, 
and  the  chairman  had  placed 
the  mantle  of  leadership 
toward  change  squarely  on 
Simon's  shoulders.  The  goal 
of  the  Big  Project  was  to 
create  a  brand-new  culture 
that  would  be  applied  like 
electroshock  therapy  to  the  corporate  body,  causing  it  to 
smartly  spasm  into  action. 

What's  more,  I  was  going  to  take  the  lead  in  the  Big  Proj- 
ect, Lester  told  me,  speaking  as  if  I  already  had  been  offered 
the  job  and  had  accepted  it.  He  didn't  say  anything  to  suggest 
there  had  even  been  any  other  candidates  for  the  position.  He 
didn't  ask  me  any  questions.  He  simply  wanted  to  impress  on 
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me  how  big  the  Big  Project  was.  It  would  be  a  singular  oppor- 
tunity, he  stressed.  No  other  company — no  other  organization 
of  humans,  for  that  matter — was  capable  of  even  conceiving 
so  bold  a  project.  He  seemed  prepared  to  continue  in  this  vein 
for  hours  or  possibly  even  days,  but  soon  a  secretary  inter- 
rupted him  to  bring  me  to  Simon's  office. 

Simon  was  not  interested  in  small  talk.  A  slender  and 
almost  handsome  man  in  his  mid-30s,  Simon  was  precise  in 
his  dress,  his  movements,  and  his  conversation.  "Did  Lester 
explain  the  concept  behind  the  Project?"  he  asked  in  a  low, 
urgent  voice,  as  soon  as  the  secretary  had  left. 

"He  certainly  did,"  I  blurted,  with  reflexive  enthusiasm, 
though  it  suddenly  occurred  to  me  that  I  couldn't  recall  a 
single  detail  of  the  Project.  Was  it  possible  that  Lester 
hadn't  given  me  any  details?  There  followed  a  long,  awk- 
ward silence;  apparently,  Simon  was  waiting  for  me  to 
demonstrate  my  grasp  of  the  Project's  significance.  I  cleared 
my  throat.  "Sometimes  in  the  early  stages,"  I  said  finally,  "the 
concepts  behind  a  very  big  idea  aren't  easy  to  get  your 
arms  around." 

Simon  squinted  at  me.  "How  do  you  know  an  idea  is  a 
good  one  when  you  hear  it?"  he  asked. 

"Well,  you  get  that  feeling,"  I  said,  trying  to  remember 
what  feeling  I  got  when  I  heard  a  good  idea.  To  get  off  the 
subject,  I  asked  about  the  department's  organization,  which 
sent  Simon  to  the  whiteboard  drawing  boxes,  and  more 
boxes,  each  of  them  interconnected  to  others  in  several  ways, 
until  the  board  looked  like  a  blowup  of  a  processor  chip. 
Both  of  us  seemed  comfortable  with  the  tack  the  interview 
had  taken,  until  we  were  interrupted  by  another  secretary. 

This  time  I  was  taken  in  to  see  the  chairman's  right-hand 
man,  an  elderly,  unkempt  individual  with  patches  of  white  fuzz 


on  Ins  otherwise  bald  skull,  a  large  belly,  and  red  suspenders.  He 
lay  horizontally  with  his  feet  on  the  desk,  which  for  some  reason 
made  me  feel  compelled  to  sit  bolt  upright.  "Are  you  the  kind  of 
person  who  needs  to  be  told  how  to  do  things?"  he  asked. 

"Not  at  .ill!"  1  said.  "I  hate  being  told  how  to  do  things. 
Why,  |ust  the  other  day — " 

"I  lire's  what  you're  going  to  do,"  he  interrupted.  "You're 
going  to  go  home  and  think  about  how  you're  going  to  bring 
tins  proje<  t  to  fruition,  and  then  you're  going  to  think  about 
making  the  kind  of  money  that  up  until  now  you've  only 
dreamed  <>t  making."  He  suddenly  s.n  up  and  leaned  across 
Ins  desl  Simon  is  brilliant,  you  know,"  he  said.  "He's  the 
smart  son  I've  ever  met.  It's  common  knowledge  that 


he's  going  to  succeed  me  soon."  He  lay  back  down,  and  a 
secretary  came  to  usher  me  out. 

When  the  offer  came  the  next  day,  I  accepted.  Not  only 
was  the  money,  by  an  odd  coincidence,  almost  exactly  the 
amount  I  had  always  dreamed  of  earning,  but  I  had  also 
found  myself  becoming  eager  to  throw  myself  into  the  Big 
Project,  if  for  no  other  reason  than  to  find  out  what  it  was. 

I  was  sure  I  would  have  the  answer  when  Simon  asked  me 
to  lunch  on  my  first  day  on  the  job.  Simon  started  right  in  oni 
the  Big  Project,  his  brow  furrowing  with  the  sheer  weight  of; 
the  thinking  behind  it.  "It's  my  highest  priority,"  he  said.  He 
told  me  that  most  of  the  people  in  the  company  didn't  "get 
it,"  and  that  nothing  less  than  the  Big  Project  would  shak(' 
them  out  of  their  complacency  so  that  we  could  take  the  comi 
pany  to  the  next  level.  "You've  got  an  opportunity  to  have  a 
very  great  impact  here,"  he  said.  "I  don't  have  the  time  any 
more  to  manage  big  projects.  I  can  only  point  out  the  need  fo 
them.  I'll  be  available  to  provide  some  guidance,  but  I'm 
counting  on  you  to  pick  up  the  ball  and  run  with  it."  I  startecj 
to  speak,  but  he  told  me  any  questions  I  had  would  b< 
answered  at  the  meeting  of  the  Big  Project  team  later  that  day 
At  the  meeting,  Simon  looked  natty  with  gold  cuff  link 
and  rectangular  designer  eyeglasses,  and  he  presided  like  roy 
alty,  gushing  supreme  confidence  and,  more  important,  hip 
ness — the  sort  of  hipness  that  was  clearly  associated  with  th 
free-market  miracles  that  the  new  economy  had  wrought 
Only  one  person  at  the  meeting  outdid  him  in  hipness:  Th 
lead  consultant,  Frick,  was  clad  entirely  in  black.  I  had  thi 
impression  that  Frick  functioned  at  the  level  of  a  minor  supel, 
hero  whose  secret  power  was  hipness.  The  mere  presence  i\ 
the  meeting  of  a  figure  this  hip  signaled  the  company's  imm 
nent  transformation. 

As  it  turned  outjl 
everyone  at  the  meeting 
including  Simon,  wa 
just  as  eager  as  I  was  t 
see  what  form  the  Bi 
Project   would   tak 
Frick  had  come  arme 
with    half   a    doze 
different  Big  Projei 
concepts,  each  wit 
compelling  advantag 
for  ripping  the  con 
pany  out  of  the  old  ar 
slamming  it  into  tl 
new.  He  pushed  his  shoulder-length  hair  back  with  increasii 
frequency  as  he  presented  the  concepts.  Lester  occasional 
chimed  in  with  comments,  but  Simon  remained  utterly  sile 
and  stone-faced. 

Soon,  subtle  vibes  of  frustration  began  to  leak  from  behii 
Frick's  cool  exterior.  Sensing  an  impending  rift,  Lester  beg; 
compulsively  extolling  the  benefits  of  whichever  proposal  was 
hand.  As  Simon  looked  on  blankly,  Lester  grew  more  emphat 
taking  his  fugue  of  ideas  to  ethereal  heights.  The  entire  gro 
grew  frenzied,  like  court  jesters  before  a  despotic  king. 

When  Frick  finally  wrapped  up,  three  hours  into  the  me 
ing,  nothing  had  measured  up  to  the  ambitions  Simon  had  f 
the  Big  Project.  Every  single  idea  tossed  out  at  the  meetir 
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BIG  HIGH  TECH 


Simon  said  blithely,  was  either  too  conventional  or  disorient- 
ing. He  brought  the  meeting  to  a  close  by  reminding  us  about 
the  vast  potential  of  the  Project  to  help  remake  the  company, 
take  over  the  industry,  and  change  the  world.  He  seemed  to  be 
in  a  state  of  rapture.  I  almost  forgot  that  we  had  just  spent  a 
large  chunk  of  the  day  getting  exactly  nowhere.  Simon  walked 
out,  leaving  the  rest  of  us  sunk  deeply  into  our  chairs. 

Frick  looked  haggard.  "Hey,"  I  said  to  him,  "this  is  just  the 
first  crack  at  it." 

"No,  it  isn't,"  he  said.  "This  is  the  fourth  try  in  six  months." 

Lester  jumped  in  before  I  could  react.  "We  didn't  engage 
Simon,"  he  said.  "He's  got  something  in  his  head  but  can't  get 
a  grip  on  it.  We  have  to  figure  out  what  it  is  before  he  does." 

Reflecting  on  all  this  the  next  day  at  work,  I  decided  there 
was  no  way  I  took  this  job  so  I  could  spend  my  time  trying 
to  guess  what  was  on  someone's  mind.  Instead,  I  was  going 
to  come  up  with  the  winning  incarnation  of  the  Big  Project. 
I  told  Lester,  and  he  urged  me  to  go  for  it.  Coming  up  with 
that  idea  was  my  16-hour-a-day  life  for  the  next  two  months. 
Neither  Lester  nor  Simon  tried  to  interfere  or  pressure  me; 
they  let  me  run  with  it. 

Finally,  I  was  ready.  I  had  several  ideas  in  my  proposal — 
all  of  them  good,  in  my  humble  opinion,  and  one  of  them  a 
killer.  I  emailed  Lester  a  draft.  "Oh,  I've  been  meaning  to  tell 
you  this,"  came  the  reply  in  half  a  minute.  "In  the  department- 
head  meeting  last  week,  Simon  announced  he's  decided  on  a 
concept  that  he  came  up  with  himself." 

I  was  going  to  come  up  with 
the  winning  incarnation  of 
the  Big  Project. 


Lester  must  have  heard  my  yelp,  because  a  second  note 
immediately  followed:  "Sigh,"  it  said.  "I  understand  how  you 
feel,  but  you  have  to  remember  that  it's  because  of  Simon's 
influence  that  we  get  to  do  the  kinds  of  ambitious  things  we 
do  in  this  department.  No  company  on  the  planet  comes 
close.  The  price  we  pay  is  having  to  put  up  with  a  few  eccen- 
tricities in  his  management  style." 

Lester  then  sent  me  an  outline  of  Simon's  plan.  It  was 
riddled  with  problems,  which  I  pointed  out  to  Lester  in  a 
note.  "All  good  points,"  he  wrote  hack,  "hut  Simon's  plan 
has  one  big  advantage:  It  came  from  him.  And  that  gives 
us  a  much  better  chance  of  pushing  it  through  him.  But 
don't  worry.  From  this  point  on,  it'll  be  your  project  again. 
More  or  less." 

Simon's  concept  stunk,  hut  I  figured  if  I  was  going  to  con- 
tribute in  this  job,  it  would  have  to  he  by  making  his  idea  fly. 
I  called  a  meeting  ot  my  people,  and  when  I  walked  in  I  found 
Simon  and  Frick  had  invited  themselves  to  it.  They  ended  up 
attending  ill  my  meetings  in  the  coming  weeks,  dominating 
them  with  a  standard  pattern  of  interactions,  which  went  like 
this:  Frick  would  spew  out  ideas;  Simon  would  explain  why 
his  ideas  were  lousy;  brick  would  defend  them  with  growing 
exasperation;  Simon  would  tell  him  to  come  up  with  new 
,  next  meeting;  and  Frick  would  respond  by  draw- 


ing up  whopping  invoices  for  his  consulting  services,  which 
came  out  of  my  budget. 

On  those  rare  occasions  when  we  seemed  to  be  making 
progress,  Simon  would  tell  us  we  were  on  the  wrong  track.  I 
pointed  out  to  Simon  several  times  that  all  these  false  start; 
were  costing  us  vast  amounts  of  time  and  money.  Simor 
would  nod  thoughtfully  and  then  notice  lint  on  his  jacket. 

Somehow,  we  managed  slowly  and  painfully  to  eke  out  i 
foothold  on  the  Big  Project  and  then  follow  with  anothei 
step,  and  then  another.  We  spared  no  expense.  We  had  har 
nessed  the  best  creative  minds  in  the  business.  Miraculously 
the  Big  Project  was  taking  shape.  We  sent  it  out  to  colleague, 
and  outside  agencies  for  feedback;  all  of  it  came  back  posij 
tive.  Lester  had  passed  his  hands  over  everything.  The  timii 
had  come  to  lay  it  all  at  Simon's  feet. 

Lester  delivered  the  goods  to  Simon  on  Wednesda- 
morning.  No  response  all  day.  Thursday  passed.  Still  no  worJi 
by  5  o'clock  Friday;  Simon  was  in  meetings,  his  secretary  toldi 
me — but  he  had  left  word  that  I  should  stick  around  until  h 
was  free.  I  called  my  wife  to  tell  her  I  wouldn't  be  home  foj 
dinner.  At  7  p.m.,  Simon  stopped  by  my  cubicle,  where  I  ha' 
been  talking  with  Lester.  Simon  looked  concerned. 

"I'm  afraid  we  can't  go  with  this,"  he  told  us.  "It's  just.lj 
not  right  for  us." 

Surmising  that  it  would  take  me  at  least  10  minutes  just  tl 
get  to  the  point  where  I  could  sputter,  Lester  asked  Simon  li 
he  could  elaborate  just  a  bit  on  his  incisive  comment. 

Simon  started  droning  on  with  what  I  assume  was  critl 
cism,  but  I  didn't  hear  him.  I  was  too  busy  trying  not  to  sei?| 
him  by  his  smoothly  pressed  lapels.  After  a  few  minute: 
though,  I  suddenly  realized  that  Simon's  tone  of  voice  hall 
lightened.  He  looked  relieved.  He  was  talking  about  new  po'i 
sibilities.  "For  this  next  Big  Project,"  he  was  saying,  "I  thin 
we'll  be  operating  from  a  much  better  knowledge  base." 

By  which  I  understood  him  to  mean  that  the  first  Big  Pro 
ect  was  canceled. 

"So,  do  you  guys  have  any  plans  for  the  weekend?"  Simc 
asked  jovially,  changing  the  subject. 

Lester  and  I  spent  the  weekend  reworking  the  propos 
from  top  to  bottom.  Lester  seemed  convinced  we  could  g 
Simon  to  change  his  mind.  A  meeting  to  pitch  it  to  him  w 
set  for  2  p.m.  on  Monday. 

The  hour  came  and  went,  but  Simon  didn't  show  up,  at 
his  secretary  said  he  had  blown  off  all  his  morning  appoir 
ments,  with  no  word.  She  finally  tracked  him  down  at  horn 
He  and  Lester  talked  for  a  while  on  the  phone. 

"Simon  got  a  big  blow  over  the  weekend,"  Lester  told 
afterward.  "Frick  resigned.  Simon  begged  him  to  stay.  1 
told  him  to  name  his  price,  to  name  his  working  conditioi 
to  write  his  job  description.  Frick  wouldn't  budge.  Nc 
Simon  is  a  basket  case.  I  think  he  was  crying  at  one  point." 
Jesus. 

"And  get  this.  He  said  he  trusts  our  judgment.  If  we  wa 
to  go  ahead  with  the  project,  that's  fine  with  him." 

"You're  joking." 

"This  is  a  good  thing  for  us.  Simon  really  needs  us  nc 
For  as  long  as  that  lasts,  maybe  we'll  actually  be  able  to  | 
something  accomplished  here." 

Next  issue:  Work  still  doesn't  get  done. 
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PRINCIPLES 


FOR  many  managers,  business  has  become  a  nightmare  of  velocity  III  L»  _A    Al***    ft /I         " 
and  complexity.  In  the  technology  sector  in  particular,  companies  leap  |f  ||(ll    lllv    IVIul     livS 

into  existence  and  steal  significant  market  share  from  established  companies 

in  a  matter  of  weeks.  As  a  result,  companies  are  desperate  to  be  nimbler.  1^  JIM     10214*11 

One  might  suppose  the  military,  with  its  legendarily  hierarchical,  com-*'**"     Ivllwll 
mand-and-control  habits,  would  be  the  last  place  to  look  for  nimbleness. /*■■■  if     11 

The  Marine  Corps  is  sometimes  perceived  as  the  most  hidebound  military  vlHCO!!     VqIIvY 
branch  of  all,  with  Marines  imagined  to  be  mindlessly  aggressive  soldiers 
ready  to  hurl  themselves  at  the  enemy  under  the  orders  of  abusive  officers. 

But  in  spite  of  the  boot-camp  images  of  snarling  drill  instructors  and 
compliant,  shaved-head  recruits  that  are  so  deeply  ingrained  in  the  popular 
culture,  my  research  on  the  Marine  Corps  showed  it  to  be  an  extraordinar- 
ily innovative,  almost  freewheeling  organization.  In  fact,  the  Corps'  ability  to  react  quickly 
and  effectively  in  environments  seething  with  complex,  unpredictable,  and  fast-changing 

threats  could  make  many  Silicon  Valley  startups  seem  hide- 
DAVID    H.    FREEDM  AN  bound.  It's  the  Marines'  specialty.  With  their  survival  as  an 

institution  and  as  individual  human  beings  at  stake,  the 
Marines  have  had  to  ruthlessly  and  endlessly  examine,  discard,  define,  refine,  and  redefine 
their  approaches  to  achieve  the  ultimate  in  rapid,  effective  response  to  dynamic  challenges. 

Based «on  my  recently  published  book,  Corps  Business:  The  30  Management  Principles  of  the 
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U.S.  Marines,  here  are  four  principles  that  the  Marines 
employ  to  face  fierce  challenges  in  short  time  frames. 
Though  I  describe  these  principles  based  on  the  Marines' 
experiences,  it's  not  hard  to  recognize  how  they  apply  to 
the  New  Economy's  dynamic  business  climate. 

FAST  IS  BETTER  THAN   PERFECT— 
THE  70%  SOLUTION 

In  environments  where  conditions  can  quickly  flip,  and 
where  the  opposition  can  regroup  and  take  the  advantage 
in  a  heartbeat,  the  Marines  consider  indecisiveness  a  fatal 
flaw — worse  than  making  a  mediocre  decision,  because  a 
mediocre  decision,  if  swiftly  rendered  and  executed,  at 
least  stands  a  chance.  When  it  comes  to  planning  missions, 
it  is  constantly  hit  home  to  Marines  that  fast  and  bold  is 
where  it's  at.  Driven  by  the  notion  that  there  is  a  cost  to 
every  minute  spent  mulling  over  decisions,  the  Marines 
have  worked  to  push  as  much  inefficiency  as  possible 
out  of  the  mission-planning  process.  "If  your  decision- 
making loop  is  more  streamlined  than  your  enemy's,  then 
you  set  the  pace  and  course  of  the  battle,"  says  a  general 
who  commands  an  infantry  division  at  Camp  Pendleton. 
The  drawback  to  fast  decision  making,  of  course,  is 
that  the  decision  may  have  to  be  rendered  while  infor- 
mation is  still  sketchy  or  not  yet 
filtered  and  analyzed.  This  fact 
leads  to  a  sort  of  organizational 
uncertainty  principle:  The  faster 
your  decision-making  cycle,  the 
less  assurance  you  can  have  that 
you're  making  the  best  possible 
decision.  "If  you're  going  to  have 
a  higher  tempo  than  the  enemy, 
you  have  to  accept  a  higher  degree 
ot  uncertainty,"  says  one  colonel, 
adding  that  there  can  be  a  benefit 
to  the  uncertainty:  It  leads  to 
breaking  challenges  down  into 
manageable  chunks.  "If  you  strive 
for  low  uncertainty,  you'll  have  a 
longer  decision-making  process 
that  is  more  likely  to  be  driven  to 
big,  win-or-lose  decisions,"  he 
explains.  "Small,  frequent,  rapid 
decisions  will  save  you  from  hav- 
ing to  come  up  with  a  big  decision 
at  the  1  1  th  hour." 

For  all  these  reasons,  Marines 
speak  of  the  "70%  solution,"  by 
which  they  mean  an  imperfect  decision  whose  saving 
grace  is  that  it  can  be  made  right  now. 

To  see  how  Marines  keep  their  decision-making 
cycles  short,  consider  one  planning  session,  which  takes 
place  in  the  bowels  of  the  USS  Tarawa.  The  Tarawa  is 
currently  home  to  the  heart  of  the  11th  MEU,  or  Marine 
Expeditionary  Unit.  An  MEU  generally  consists  of  about 
three  ships'  worth  of  Marines,  jets,  helicopters,  artillery, 
tanks,  amphibious  and  ground  vehicles,  weapons,  and 
supplies  —  it  is  a  floating  invasion  party. 


The  MEU  is  at  the  end  of  a  training  cycle.  Before  it  is 
allowed  to  deploy  to  the  Persian  Gulf  or  elsewhere,  it  has 
to  get  through  two  days  of  evaluation  exercises,  during 
which  it  will  have  to  carry  out  a  seemingly  overwhelming 
27  missions,  ranging  from  assaults  to  airlifts  to  humani 
tarian  assistance.  As  many  as  four  missions  will  be  undei 
way  simultaneously  at  any  one  time. 

It  is  8  p.m.,  and  the  first  three  mission  orders  havi 
just  been  radioed  to  the  Tarawa.  This  meeting  of  a  12 
person  "crisis  reaction  team"  has  been  convened  b; 
Colonel  Thomas  Moore,  the  MEU  commander,  to  dea 
with  the  first  order:  set  up  an  aid  operation  in  a  poo' 
country  that  has  been  devastated  by  floods,  leading  t< 
starvation  and  disease.  The  group  has  one  hour  to  conr 
up  with  a  mission  plan.  If  they're  lucky,  they'll  get  a  fe\ 
hours  of  sleep  before  they  have  to  execute  it. 

An  unlit  cigar  bobs  and  jerks  in  Moore's  mouth  as  hjj 
surveys  the  cramped  and  visibly  rocking  room.  "Th 
fight's  on,"  he  rumbles  heartily.  "How'r  y'all  doin'? 
The  responses,  and  Moore's  responses  to  the  response; 
vary  from  sounds  that  approximate,  variously,  a  ses 
bark,  a  warthog  growl,  a  foghorn,  and,  most  frequentl; 
an   "oo-rah."  Apparently,  the  meeting  is  in  order. 

Moore  promptly  moves  the  meeting  through  a  star 
dard  series  of  questions  designed  to  lead  a  team  to 
quick  decision: 

What's  the  essence  of  the  challenge?  One  of  tr 
Marines'  greatest  tools  is  that  of  simplicity:  taking  corn 
plex,  confusing,  or  ambiguous  situations  and  concep 
and  then  boiling  them  down  in  their  minds  to  the 
"essences" — easily  graspable  and  actionable  represent, 
tions  of  a  situation  or  order.  In  this  case,  the  grou: 
decides  that  the  essence  of  the  order  is  to  provide  foe 
and  medical  aid  to  a  starving  and  sick  population. 

What  assumptions  can  we  make?  In  high-spe 
planning  there  is  almost  always  a  shortage  of  clef 
complete,  certain  information  about  threats  and  oppc 
tunities.  Having  to  think  about  and  prepare  for  eve 
possible  contingency  would  be  paralyzing.  The  Marin 
like  to  spell  out  those  conditions  that  seem  high 
unlikely  so  that  they  can  be  put  out  of  mind,  and  sta 
as  a  given  those  conditions  that  seem  highly  probac 
and  thus  must  be  addressed.  Moore's  group,  for  exai 
pie,  makes  explicit  the  assumption  that  the  mission  w 
not  be  threatened  with  nuclear,  biological,  or  chemk 
weapons,  or  by  land  mines. 
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What  must  we  not  do?  Decision  makers  who  are  per- 
fectly clear  on  what  they  need  to  accomplish  sometimes 
fail  to  consider  the  unintended  consequences  of  their 
actions.  Determining  what  actions  must  be  avoided  can 
sometimes  be  at  least  as  important  as  deciding  on  the 
actions  that  must  be  taken.  Tonight,  Moore's  team  decides 
that  damaging  property  would  be  unacceptable,  since  it 
could  lead  to  a  loss  of  popular  support  for  the  Marines' 
efforts  and  make  it  difficult  to  safely  distribute  food. 


What's  being  overlooked?  The  Marines  hold  as  an 
article  of  faith  that  there  are  always  angles  they  aren't 
anticipating.  Later,  Moore  tells  me  that  one  mission 
nearly  failed  in  the  last  MEU  full-scale  exercise  because 
the  execution  team  didn't  take  along  enough  spare  bat- 
teries to  keep  special  communications  equipment  pow- 
ered up.  Tonight,  one  officer  points  out  that  the  some- 
what rich  prepacked  meals  the  Marines  carry  could 
easily  overwhelm  the  digestive  system  of  a  person  suffer- 
ing from  severe  malnutrition.  Another  notes  that  the 
meals  may  be  incompatible  with  some  of  the  popula- 
tion's ethnic  and  religious  dietary  restrictions. 

MAKE   EVERY  TEAM   MEMBER 
A   PROBLEM   SOLVER 

["he  Marines'  organizational  structure  is  the  classic 
military-style  pyramid:  A  corporal  has  a  squad  of  three 
nun;  a  sergeant  and  second  lieutenant  have  a  platoon 
of  three  squads;  a  captain  has  a  company  of  three 
platoons;  and  so  on,  up  to  the  general. 

This  arrangement  leads  to  an  organizational  hierarchy 
that  might  seem  to  some  businesses  appallingly  narrow 
and  tall  —  there  are  typicall]   eight  full  layers  of  man- 
agement between  an  infantry  private  and  the  colonel 
commanding  the  unit.  That  sounds  like  exactly  the  sort 
-it  stovepipe  structure  that  businesses  have  been  moving 
away  from  because  of  bow  slowly  information  and  deci- 
pher up  and  down.  The  Marines  have  resisted  flat- 
then  organization  because  they've  discovered  by 
experimentation  that  giving  a  manager  direct 


responsibility  for  more  than  three  people  in  a  rime  of 
crisis  is  overwhelming,  and  it  degrades  decision  mak- 
ing. But  at  the  same  time,  the  Marines  have  made  a  crit- 
ical modification  in  this  arrangement  that  allows  it  to 
become  faster  and  more  effective  than  a  flattened  orga- 
nizational structure,  pushing  as  much  decision-making 
authority  down  to  lower  levels  as  the  situation  demands. 

To  understand  how  this  twist  works,  first  consider 
how  it  evolved.  Up  until  the  1960s,  the  Marine  Corps 
relied  on  the  same  basic  style  of  fighting  as  most  modern 
infantries:  a  "linear  warfare"  approach,  typically  in 
which  two  companies  rushed  at  the  enemy,  while  one 
hung  back  to  support  them.  A  battalion  commander 
with  a  good  vantage  point  and  daylight  could  often 
visually  track  the  progress  of  all  his  troops,  enabling 
him  to  precisely  control  their  movements.  But  there  is  a 
price  to  be  paid.  In  the  intense  Pacific  island  fighting  o 
World  War  II,  linear  warfare  was  effective  but  also 
resulted  in  devastating  losses  for  the  frontally  advancing 
Marines.  In  the  90-day  battle  for  Okinawa,  nearly  every 
single  Marine  present  for  the  initial  weeks  of  the  fighting 
was  either  killed,  wounded,  or  missing  in  action. 

Over  the  past  four  decades,  the  Marines  have  rein- 
vented the  logic  of  combat.  The  result,  now  known  as 
"maneuver  warfare,"  shifts  the  emphasis  from  throwing 
swarms  of  Marines  directly  at  the  enemy  to  surprising 
and  confusing  the  enemy  by  attacking  quickly  and 
repeatedly  in  smaller  groups  from  multiple  directions 
and  at  unpredictable  times,  spontaneously  exploiting 
opportunities  as  they  arise.  But  maneuver  warfare  poses 
a  new  problem:  the  enormous  difficulty  involved  in  coor- 
dinating, or  even  tracking,  the  movements  of  groups  of 
Marines  who  are  constantly  shifting  their  positions  and 
plans.  The  urban  combat  environment  in  which  Marines 
are  increasingly  likely  to  find  themselves  adds  a  number 
of  additional  complications:  The  area  may  be  densely 
packed  with  enormous  populations  of  noncombatants 
on  all  sides,  snipers  can  be  hiding  in  any  window,  and 
buildings  often  block  radio  communications. 

Maneuver  warfare  and  urban  fighting  have  made  it 
increasingly  doubtful  that  the  conventional  chain  oi 
command  can  at  all  times  effectively  control  the  action; 
of  Marines  who  are  on  the  front  lines.  If  the  chain  oi 
command  can't  hand  down  effective  decisions  quickly 
enough,  there's  only  one  solution:  The  lower  links  of  th^ 
chain  have  to  make  their  own  decisions. 

The  answer,  in  other  words,  is  empowerment  carried 
to  an  extreme:  allowing  someone  at  the  lowest  level  ol 
the  organization  to  make  decisions  that  can  impact  thi 
success  of  the  organization's  most  important  missions! 
This  Marine-style  empowerment  allows  lower-level 
officers  and  enlisted  personnel  out  of  touch  with  thJ 
chain  of  command  to  jettison  preestablished  plansfl 
make  up  new  ones  as  the  situation  demands,  and  com| 
mandeer  the  resources  they  need  to  carry  them  out. 

One  general  recalls  how,  during  the  Gulf  War,  part  oj 
a  platoon  found  itself  pinned  down  by  fire  from  an  Iraq 
machine  gunner,  and  separated  from  the  platoon's  lieu 
tenant  and  sergeant.  A  corporal  from  East  Los  Ange 
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decided  to  take  action.  He  divided  his  squad  in  half,  sent 
one  of  the  groups  to  dig  in  at  a  relatively  safe  distance  in 
front  of  the  gunner,  and  then  took  the  other  half  skirting 
around  the  gunner's  side,  where  they  surprised  him.  "It 
was  a  drive-by  shooting,"  the  corporal  later  explained 
to  his  lieutenant. 

Marines  guarding  embassies,  or  stores  of  food  and 
supplies  during  a  mission,  are  authorized  to  make  their 
own  decisions  on  the  spot  about  whether  or  not  to  fire 
on  charging,  hostile  crowds  that  may  be  armed.  The 
Marines  give  them  this  responsibility  knowing  that  the 


decision  these  young  people  make  will  likely  reverberate 
in  headlines  around  the  world  the  next  day. 

REWARD   FAILURE 

While  Marine  officers  can  be  hard  on  willful  or  negli- 
gent screw-ups,  they  tend  to  be  extraordinarily  tolerant 
of  most  other  types  of  mistakes.  For  starters,  when  a 
subordinate  slips  up,  Marine  officers  usually  look  to 
themselves  for  blame.  One  sergeant  describes  how  a  cor- 
poral under  his  command  forgot  to  process  the  paper- 
work for  a  training  course  the  corporal  needed  to  take. 
"I  went  to  my  lieutenant  and  told  him  I  had  failed  to 
impress  on  the  corporal  the  importance  of  getting 
those  papers  in,"  the  sergeant  recounts. 

But  no  matter  who  is  seen  to  be  at  fault,  failure  is  not 
the  worst  thing  that  can  happen  to  a  Marine  in  many 
situations.  It's  not  even  necessarily  treated  as  a  bad 
thing.  The  Marines  practice  failure  tolerance  to  a  degree 
that  would  raise  most  managers'  hair.  To  a  certain 
extent,  they  demand  failure:  A  Marine  who  rarely  fails 
is  a  Marine  who  isn't  pushing  the  envelope  enough. 

Marines  see  the  occasional  failure  not  onlv  as  a 


sign  that  a  Marine  is  taking  chances,  as  he  or  she 
should,  but  also  as  the  best  possible  learning  experience 
As  one  captain  puts  it:  "It's  hard  to  keep  quiet  wher 
you  see  someone  making  a  mistake  in  training,  but  yoi 
have  to.  When  that  corporal  makes  the  decision  anc 
sees  it  not  work,  that's  how  it  becomes  internalized." 

One  Marine  told  me  how,  shortly  after  being  pro 
moted  to  corporal,  he  took  a  squad  out  on  a  live-fire  drill 
where  he  decided  on  the  spur  of  the  moment  to  let  a  rela 
tively  inexperienced  private  run  one  of  the  teams.  But  thi 
private  promptly  missed  a  cease-fire  signal,  and  in  the  fev 

horrifying  moments  befor 
the  corporal  realized  th 
slipup,  the  private's  grou 
continued  to  fire  while  othe 
Marines  had  put  down  thei 
weapons  and  were  preparin 
to  come  out  from  their  cove 
Few  mistakes  have  more  ser: 
ous  potential  repercussions  i 
training;  Marines  are  kille 
every  year  in  such  accident: 
The  corporal  quickly  foun 
himself  explaining  to  his  liei 
tenant  what  had  happenec 
even  while  picturing  h 
career  going  down  the  dr; 
"But  the  lieutenant  said  th; 
since  no  one  was  hurt,  it  vn 
a  good  learning  experience 
he  recalls. 

Marine  officers  like  to  s 
their  subordinates  skirt  t 
edge  of  failure,  under  tl 
belief  that  people  thri 
under  adversity  and  ch 
lenge.  "The  Marine  Cor 
will  definitely  get  you  out  of  your  comfort  zone! 
explains  one  sergeant.  But  at  the  same  time,  office 
don't  go  as  far  as  purposely  pushing  their  people  ov 
the  line  into  failure  (except  at  boot  camp).  No  matt 
how  difficult  the  mission,  Marines  are  drilled  to  cla 
out  success  through  planning,  training,  information,  ai 
resources.  "I  set  my  troops  up  for  success,"  says  anoth 
sergeant,  "so  that  even  when  everything  goes  wrong  i 
problems  we've  already  hit,  and  they  can  handle  it.  Th 
takes  them  up  to  a  higher  level." 

Marines'  failure  tolerance  is  not  constant  across 
situations.  Failures  in  training  missions,  for  examp 
are  obviously  regarded  as  far  more  benign  than  failm 
in  actual  missions.  In  addition,  failure  tolerance 
adjusted  downward  as  the  level  of  the  mission  clim 
That  is,  the  failure  of  a  high-level  mission  is  regarc 
with  a  great  deal  more  angst  than  the  failure  of  a  sm 
task.  And  when  it  comes  to  the  big  mission  for  wh 
the  Marines  have  been  called  in,  failure  is  truly  regard 
as  unthinkable.  "Mission  accomplishment  is  what  it's 
about,"  says  one  colonel.  "There  may  be  setbacks  alo 
the  way,  but  in  the  end  you  win." 
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GOOD  PRINCIPLES 


In  the  same  spirit,  failure  tolerance  also  decreases  with 
higher  rank.  Officers  don't  blink  twice  when  a  private  not 
long  out  of  boot  camp  screws  up;  it  would  be  miraculous  if  he 
or  she  didn't  make  mistakes  with  some  regularity.  The  oppo- 
site is  true  of  generals.  "A  general  can't  look  like  a  mortal," 
says  a  former  officer.  "One  failure  and  he's  through."  There's 
a  sliding  scale  for  the  ranks  in  between. 

As  one  colonel  points  out,  the  boldness  that  the  Corps'  tol- 
erance of  failure  is  meant  to  nurture  is  supposed  to  be  an 
aggressiveness  of  action,  not  an  aggressiveness  of  personality. 
"Being  willing  to  step  forward  in  action  has  to  be  seen  as  a 
good  thing,"  he  says.  "Getting  in  everyone's  face  doesn't.  Peo- 
ple sometimes  confuse  the  two." 

SEEK  OUTSIDE   PERSPECTIVES 

The  Marine  Corps  is  constantly  on  guard  against  becoming 
stagnant,  or  constrained  by  an  inbred  point  of  view.  "Today's 
solutions  are  tomorrow's  problems,"  says  one  captain.  One 
key  to  keeping  up  the  pace  of  change  and  a  flow  of  creative 
thinking,  say  Marines,  is  to  get  good  input  from  outside 
experts  and  thus  to  avoid  becoming  insulated.  By  "outside," 
the  Marines  don't  simply  mean  other  military  services,  with 
which  the  Corps  is  constantly  exchanging  information.  They 
mean  a  variety  of  institutions  in  the  government,  academic, 
and  commercial  sectors. 

Take,  for  example,  the  Corps'  relationship  with  psycholo- 
gist Gary  Klein.  It  offers  an  example  of  the  Marine  thirst  for 


the  sort  of  fresh,  offbeat  points  of  view  from  which  the  most 
influential  new  thinking  often  emerges. 

A  group  of  Marines,  one  of  them  a  sergeant,  is 
hiking  up  a  long,  steep  hill  under  a  scorching  sun.  The 
sergeant's  mission  in  this  exercise  is  to  have  his  squad  take 
out  a  mortar  pit  that  he  was  told  is  at  the  top  of  the  hill 
and  that  has  been  firing  on  a  nearby  helicopter  landing 
zone.  Two-thirds  of  the  way  up  the  hill  the  sergeant  is 
informed  his  squad  is  under  machine  gun  fire  from  the  top 
of  the  hill;  the  mortar  is  in  fact  on  the  next  hill  over.  After 
directing  the  squad  to  take  cover,  the  sergeant  mulls  over  his 
options.  His  first  inclination  is  to  have  his  squad  continue 
up  to  take  out  the  machine  gun,  before  heading  over  to  the 
next  hill  to  get  to  the  mortar.  But  then  he  considers  the  mis- 
sion, which  was  to  protect  the  landing  zone.  This  suggests 
the  appropriate  move  is  to  go  directly  to  the  mortar,  since 
the  machine  gun  can't  shoot  far  enough  to  threaten  the 
landing  zone.  On  the  other  hand,  reflects  the  sergeant,  leav- 
ing the  machine  gun  in  place  could  result  in  casualties  to  his 
squad  when  they  try  to  head  back  down,  which  would  also 
jeopardize  the  mission. 

As  the  sergeant  thinks  out  loud,  a  man  stands  nearby  lis- 
tening and  taking  notes  on  a  clipboard.  Though  he  has  been 
trying  to  keep  in  the  background,  he  couldn't  stand  out  more 
from  the  Marines  with  whom  he  has  been  tagging  along.  He 
is  slight,  bearded,  bookish  looking,  and  dressed  in  shorts,!' 
white  shirt,  and  running  shoes.  This  is  Klein,  who  has  beeni 
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ired  by  the  Marines  to  design  for  them  entirely  new 
jproaches  to  battlefield  decision-making  training. 

If  there  is  something  incongruous  about  the  idea  of  an  aca- 
;mic  psychologist  helping  to  run  a  combat  exercise,  it  is 
cactly  the  sort  of  incongruity  that  the  Marine  Corps  seeks 
at.  Klein  had  been  researching  decision  making,  in  hopes  of 
wning  up  with  a  better  way  of  teaching  people  to  make  ded- 
ans, and  had  come  to  the  conclusion  that  the  conventional 
odel  of  a  rational  chain  of  reasoning  did  not  in  fact  reflect 
)w  decisions  are  usually  made  in  most  lines  of  work.  "The 
itional  model  worked  well  in  some  cases,  like  when  it  came 
i  deciding  about  whether  a  bank  should  approve  a  mort- 
ige,"  he  explains.  "But  for  most  situations  the  model  seemed 
rong."  To  confirm  his  suspicions,  Klein  spent  months  inter- 
ewing  firefighters  and  observing  them  in  action.  His  conclu- 
on:  Firefighters,  and  apparently  most  crisis  decision  makers, 
:emed  to  employ  a  sort  of  intuition  to  arrive  at  a  course  of 
:tion.  Unfortunately,  decided  Klein,  this  intuitive  decision 
laking  couldn't  be  taught;  it  could  only  be  learned  through 
:ars  of  experience. 

A  Marine  colonel  who  read  Klein's  work  believed  that 
lein  was  right  about  everything  except  the  part  about  not 
:ing  able  to  teach  intuitive  decision  making,  and  he  man- 
ned to  convince  a  dubious  Klein  to  try  to  create  a  course  for 
larine  squad  leaders.  The  result  has  been  so  successful  that 
lein  has  since  gone  on  to  teach  decision  making  to  busi- 
:sses,  aviators,  and  army  officers. 


The  goal  of  Klein's  teaching  process  is  to  turn  decision- 
making trainees  into  what  he  calls  "reflective  practitioners" — 
that  is,  people  who  can  think  about  and  articulate  the  ele- 
ments that  contribute  to  their  decisions.  He  prescribes  that 
one-third  of  all  exercise  time  be  spent  in  debriefing.  At  Camp 
Pendleton  near  San  Diego,  Klein  gives  an  example  from  a 
simulated  exercise  earlier  in  the  day.  "A  squad  is  hit  by 
artillery,"  he  recalls.  "The  leader  tells  them  to  run  for  cover, 
and  one  of  them  steps  on  a  mine,  so  two  people  are  killed, 
and  it's  like  ringing  on  the  enemy's  doorbell.  Afterward,  I 
asked  the  squad  leader,  Was  he  aware  there  was  an  artillery 
spotter?  Was  he  aware  of  other  assets?  Was  he  aware  of  the 
risks?  What  information  does  he  wish  he  had?  Does  he  know 
how  he'd  do  it  if  he  were  in  that  situation  again?" 

To  gain  yet  another  perspective,  the  Marines  sent  officers 
to  Wall  Street  to  hang  out  with  financial  traders.  The  goal:  to 
learn  how  to  make  fast  decisions  based  on  information  flow- 
ing in  through  banks  of  monitors — which  may  be  exactly  the 
way  colonels  operate  in  future  conflicts.  The  experience 
proved  helpful;  the  traders  taught  the  officers,  for  example,  to 
make  better  use  of  split-screen  displays. 

The  Marines  are  even  considering  bringing  civilian  business 
managers  into  the  Marines  as  instant  colonels  or  at  other  high 
ranks.  After  all,  notes  one  general,  the  Marines  and  the  busi- 
ness world  have  at  least  one  thing  in  common.  "Whether 
you're  pursuing  peace  or  profit,"  he  says,  "there's  a  lot  of 
tough  competition  out  there."  ■ 
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QfQUIZ 


J^tuck  with  a  kumonaouA 
cancelled  order,  SHOULD  SHIRRYt 


a)  sit  on  it? 
or 

b)  turn  it  into  cash,  hotel  rooms 
or  travel  through  iSolve? 


(HINT:  Savings,  good.  Waste,  bad.)  Sitting  on  perfectly  good 

merchandise  you  can't  use?  Sell  it  through  iSolve,  the  B-to-B  market  .     ^  1 

where  companies  buy,  sell  and  barter  online.  Sellers  can  settle  in  1  /^~~\  C^\  I  T  7(~* 

cash  or  iSolve  credits  for  travel,  hotel  rooms  or  other  commodities        1S*^/  \J J.  V  \s 

their  companies  can  use.  And  they're  guaranteed  an  offer  on  all  their 

listed  merchandise  within  30  days.  Buyers  get  great  prices  on  top  bU  T,  S6LL 

quality  general  merchandise,  office  supplies,  automotive  parts, food  OR  BARTER 

and  much  more.  When  it  comes  to  smart  inventory  management, 

iSohve.com  is  the  obvious  answer.  For  buyers  or  sellers. 


THE  NEW  ECO 


BY   MICHAEL  S.  MALONE     •     ILLUSTRATIONS   BY   DAVID   PLUNKERT 


The  april  3  issue  of  Forbes  ASAP 
presented  a  collection  of  metrics 
that  measured,  for  the  first  time, 
the  worth  of  corporate  intangible 
assets.  As  we  noted  at  the  time, 
these  intangibles,  often  known  as  the 
"intellectual  capital"  of  companies,  have  become 
far  more  important  to  corporations  than  the 
tangible  assets  measured  by  traditional  finan- 
cial accounting.  This  new  Value  Creation 
Index  is  the  result  of  a  yearlong  joint  venture 
of  this  magazine,  the  Ernst  &  Young  Center 
for  Business  Innovation,  and  the  Wharton 
School's  Research  Program  on  Value  Creation 
in  Organizations. 

Wc  also  promised  to  apply  those  metrics  to 
leading  companies  in  key  industry  sectors  to 
show  their  real  value  and,  in  the  process,  con- 
duct the  first  true  intellectual  capital  audits. 
Below  are  the  winners. 

We  began  by  choosing  three  vitally  impor- 
tant industrial  sectors.  First  up  is  durable  man- 
ufacturing because  it  traditionally  contains  the 
most  powerful  companies  in  the  economy,  as 
will  as  the  largest  employers. 

HERE'S  WHAT  OUR  RESEARCH  FOUND 
DRIVES  CORPORATE  VALUE  IN  DURABLE 
MANUFACTURING  (IN  RANK  ORDER): 

1  INNOVATION 

2  ABILITY  TO  ATTRACT  TALENTED  EMPLOYEES 
3.  ALLIANCES 

4   QUALITY  OF  MAJOR  PROCESSES.  PRODUCTS.  OR  SERVICES 
5.  ENVIRONMENTAL  PERFORMANCE 

6  BRAND  INVESTMENT 

7  TECHNOLOGY 

8  CUSTOMER  SATISFACTION 

mt  die  April  I,  2.000,  issue  ol  bttrbez  ASAP  at  Kwtk-n 


WE    FOUND  THESE   COMPANIES 
WERE  THE  TOP  VALUE-CREATING  U.S. 
FIRMS  IN  DURABLE  MANUFACTURING 
(IN  RANK  ORDER): 

1.  INTEL 

2.  HEWLETT-PACKARD 

3.  SUN  MICROSYSTEMS 

4.  LUCENT 

5.  CISCO  SYSTEMS 

6    EMC  CORPORATION 
7.  COMPAQ 
8   MOTOROLA 
9.  FORD 
10.  CORNING 

It's  probably  no  surprise  that  Intel  is  No.  1. 
Almost  20  years  ago,  then-columnist  Ben 
Rosen  declared  Intel  the  most  important  com- 
pany on  the  planet.  Company  chairman 
Andy  Grove  was  named  Time's  Man  of  the 
Year,  and,  for  much  of  the  late  '90s,  Intel  was, 
if  measured  by  market  capitalization,  Silicon 
Valley's  most  valuable  company. 

Nor  should  it  be  too  surprising  that  the 
company  that  recently  garnered  the  top  mar- 
ket cap  spot,  Cisco  Systems,  is  No.  5  on  our 
list.  More  interesting,  is  the  fact  that  three- 
quarters  of  the  list  is  composed  of  technology 
companies  —  suggesting  that  the  changes 
wrought  by  the  digital  revolution  are  now 
nearly  complete. 

Still,  there  are  some  eye-openers.  Venerable 
HP,  Silicon  Valley's  oldest  company,  at 
No.  2?  Lucent  at  No.  4?  Motorola  at  No. 
8?  Apparently  giants,  even  old  tech  giants, 
can  learn  to  dance.  Also  intriguing  is  trou- 
bled Compaq  at  No.  7,  while  competitors 
Dell  and  Gateway  don't  even  make  the  list. 
This  suggests  a  resilience  in  the  Houston  PC 
maker  that  a  smart  new  exec  might  use  to  put 
the  firm  back  on  top. 
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MOST  VALUABLE 

Now  for  the  real  shocker.  Look  at  No.  9.  An  old  megacorp 
from  another  era.  Why  Ford  among  automakers?  A  clue  came 
within  days  after  we  completed  the  audit:  Ford  announced 
that  it  was  giving  a  PC  to  every  one  of  its  employees.  This  is  a 
company  that  understands  the  value  of  tech. 

Next,  nondurable  manufacturing.  We  were  curious  about 
this  vast  and  lucrative  sector  precisely  because  it  has  not  (until 
recently,  as  we  shall  see)  been  distorted  by  the  presence  of 
technology  companies. 

HERE'S  WHAT  OUR  RESEARCH  FOUND 
DRIVES  CORPORATE  VALUE  IN  NONDURABLE 
MANUFACTURING  (IN  RANK  ORDER): 

1.  INNOVATION 

2.  EMPLOYEE  MANAGEMENT 

3.  QUALITY  OF  MAJOR  PROCESSES,  PRODUCTS.  OR  SERVICES 

4.  ENVIRONMENTAL  PERFORMANCE 

5.  ALLIANCES 

6   BRAND  INVESTMENT 

7.  TECHNOLOGY 

8.  CUSTOMER  SATISFACTION 

WE  FOUND  THESE  COMPANIES  WERE  THE  TOP 
VALUE-CREATING  U.S.  FIRMS  IN  NONDURABLE 
MANUFACTURING  (IN  RANK  ORDER): 
1    PROCTER  &  GAMBLE 

2.  MERCK 

3.  COCA-COLA 

4.  JOHNSON  &  JOHNSON 

5.  PFIZER 

6.  BRISTOL-MYERS  SQUIBB 

7  3M 

8  DUPONT 

9  TIME  WARNER 
10.  ELI  LILLY 

Here  the  results  are  not  as  surprising,  perhaps.  After  all, 
this  list  is  basically  the  standard  Hall  of  Fame  of  U.S.  non- 
durable manufacturers.  No  shocking  gate-crashers  here.  You 
might  have  picked  tins  list  off  the  top  of  your  head. 

But  notice  something  interesting:  The  list  is  almost  too 
perfect.  It's  as  if  you  sat  down  and  made  a  list  of  all  the  major 
markets  in  this  sector,  then  listed  the  leading  player  in  each. 
Only  in  big  pharmat.eutii.als  do  you  see  multiple  entries  on 
tins  list — and  that  by  itself  may  say  something  about  the  unique 
segmentation  characteristics  of  that  particular  industry. 

Ultimately,  this  list  may  be  typical  of  how  a  mature  indus- 
try sector  graduates  a  few  companies  to  the  head  of  the  class. 
The  one  dominant  player  in  each  market  holds  its  position 
through  its  Jeep  understanding  of  how  to  create  and  hold 
value  in  its  business. 

Finally,  the  sector  the  majority  of  Forbes  ASAP  readers  are 
ibl)  most  curious  about:  e-commerce. 


HERE'S  WHAT  OUR  RESEARCH  FOUND  DRIVES 
CORPORATE  VALUE  IN  E-COMMERCE  FIRMS 
(IN  RANK  ORDER): 

1.  ALLIANCES 

2.  INNOVATION 

3.  EYEBALLS  (USAGE  TRAFFIC) 
4   BRAND  INVESTMENT 

5.  STICKINESS  (MINUTES  SPENT  ON  WEB  SITE) 

WE  FOUND  THESE  COMPANIES  WERE  THE  TOP 
VALUE-CREATING  U.S.  FIRMS  IN  E-COMMERCE 
(IN  RANK  ORDER): 

1.  AMERICA  ONLINE 

2.  YAHOO 

3.  LYCOS 

4   NETWORK  ASSOCIATES 
5.  EBAY 
6   AMAZON 

7.  REALNETWORKS 

8.  EARTHLINK 

9.  E-TRADE 
10.  CMGI 


AOL  is  poised  even  higher  now  since  the  Time  Warr 
purchase.  Yahoo  sits  comfortably  at  No.  2,  underscoring 
importance  of  eyeballs  and  alliances  (links).  Meanwhile, 
premier  sticky  sites — Amazon,  eBay,  and  E-Trade — still  msj 
the  list,  but  they  take  lower  positions. 

What  does  this  mean  for  your  own  investment  plans? ' 
Value  Creation  Index  is  designed  to  be  a  snapshot  of  wh 
companies  are  at  the  moment  in  their  ability  to  convert  tr 
intangible  assets  into  market  value.  The  fact  they've  identif 
these  factors  as  central  to  their  businesses  suggests  a  very  h 
level  of  management  competence  and  a  dynamic  corporate  c 
ture.  And  those  assets  are  not  likely  to  be  lost  anytime  soon 
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uthor  of  Infinite  Loop  (about  the  rise  and  fall  of  Apple  Computer, 
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ou  get  a  different  perspective  from  up  here, 
high    in    the   Southern    Rockies   of  Colorado. 
You're  in  the  midst  of  250  magnificent 
square  miles  known  as  Forbes  Trinchera  -  the  perfect 
getaway  from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
professional  staff  of  fifty,  fit  perfectly  into  the  natural  set- 
ting of  this  property. 

Here,  you're  surrounded  by  majestic  beauty. 


feel  invigorated,  revitalized  and  re-generated.  You  will  aor 


plish  much  more  at  your  meetings. 


And  after  work,  there's  play.   More  than* 
miles  of  trout  filled  streams.    Miles  of  trails  tcl 


on  and  discover.  Skeet  shooting.  Horseback  ridins1 


you're  not  that  far  from  a  challenging  golf  course.  Let  oi1 


tude  give  your  next  meeting  a  fresher  attitude.  If  1 


like  a  closer  look,  call  01-719-379-3263,  or  enl 


at  tryland@forbes.com 


Lofty  peaks  scrape  the  blue  Colorado  sky  -  the  highest 


reaching  14,345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 
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ea  Development 


.  Jacksonville  Florida,  The  Expansion 
;rty.  Economic  Development  Organization. 
isit  www.jacksonvillechamber.org. 


lutomotive 


.  Delphi  Automotive  Systems. 

WSE:DPH),  is  a  world  leader  in  automo- 
»re  component  and  systems  technology, 
elphi  can  be  found  on  the  Internet  at 
ttp://www.delphiauto.com 


business  Services 


.  Evolve  Software.  1  -888-2-EVOLVE. 
isit  www.evolve.com. 

LogiTech  International. 

isit  www.logitech.com. 

NCR  Corporation.  NCR's  Teradata 
ctive  Warehouse  automates  the  speed 
id  accuracy  of  strategic  and  tactical 
acisions.  Visit  www.teradata.com. 

Portera.  1  -888-263-8482.  Portera  is  the 
emier  provider  of  web-hosted  business 
)lutions  for  the  professional  services 
dustry.  Visit  www.portera.com. 

SmartAge.com.  First,  largest  and 
stest-growing  Internet  service  for  small 
jsinesses.  Visit  www.smartage.com. 

Technauts,  Inc.  Scalable  software  lets 
>mpanies  leverage  emerging  operating 
;  stems  like  Linux  for  information  appli- 
ices,  home  gateways  &  Internet  servers, 
sit  www.technauts.com. 

furboLinux.  Visit  www.turbolinux.com. 


-.outer/Technology 


BackWeb  Technologies.  800-863-0100. 

iCkWeb  provides  push  solutions  for  e- 
Isiness  that  enables  companies  to  com- 
Ijnicate  time-sensitive,  business-critical 

ormation  throughout  their  extended 

terprise.  Visit  www.backweb.com. 


9.  TopTier  Software  Inc.  1  -800-360-3328. 
TopTier  Software  provides  leading  compa- 
nies with  B2B  Enterprise  Information  Portal 
solutions  that  are  surprisingly  easy  to 
deploy  and  shockingly  easy  to  use.  Visit 
www.toptier.com. 


Consumer  Products/Services 


10.  Lincoln  Mercury.  Navigator. 
Visit  www.lincolnvehicles.com. 


E-Business  Services 


11.  Derivion.  An  e-billing  application  ser- 
vice provider.  Visit  www.clerivion.com. 

12.  Icarian  Inc.  1-800-991-9699. 
Visit  www.icarian.com. 

13.  Pandesic.  1-888-349-3249.  Pandesic, 
the  Internet  Company  from  Intel  and  SAP, 
provides  an  outsourced  evergreen  e-busi- 
ness engine  that  drives  world  class  e-com- 
merce  sites.  Pandesic  brings  proven  e- 
business  processes,  solid  infrastructure, 
scalable  technology  and  value-added  ser- 
vice. Visit  www.pandesic.com. 

14.  SiteSmith,  Inc.  1-888-424-0059. 
SiteSmith  is  a  leading  provider  of  out- 
sourced Internet  site  operations.  SiteSmith 
enables  customers  to  focus  on  their  core 
business  by  alleviating  the  burden  of  man- 
aging site  performance,  scalability,  reliabil- 
ity and  security.  Visit  www.sitesmith.com. 


Economic  Development  Company 


15.  Inland  Empire  Economic 
Partnership.  1  -800-500-4367.  The  Inland 
Empire  Economic  Partnership  is  an  eco- 
nomic development  company  that  assists 
businesses  in  relocating  to.  or  expanding 
within  San  Bernardino  and  Riverside  coun- 
ties. For  more  info,  please  call 
1-800-500-4367  or  visit  www.ieep.com. 


Financial  Services 


16.  Credit  Suisse  First  Boston 
Technology  Group.  Full-service  invest- 


ment banking  for  high  technology  compa- 
nies worldwide.  Visit  www.tech.csfb.com. 

17.  Derivium  Capital.  1-888-DERIVIUM. 
Tap  into  the  power  of  your  portfolio  with 
our  90%  Stock  Loan(SM).  To  learn  more, 
visit  us  at  www.derivium.com. 

18.  Prudential  Securities.  A  broad  range 
of  Financial  Services. 

Visit  www.prudential.com. 


Hardware 


19.  Fujitsu  PC  Corporation. 

1  -877-FPCDIRECT.  Fujitsu  PC  Corp.  pro- 
vides a  complete  range  of  mobile  comput- 
ing solutions,  including  notebook  and  pen 
tablet  computers.  Visit  www.fujitsupc.com. 


Real  Estate 


20.  Mauna  Kea  Properties. 

1  -808-882-5600.  At  last .  .  .  your  opportu- 
nity to  own  fee-simple  property  at  Hawaii's 
most  prestigious  address: 
www.MaunKeaUplands.com. 


Software 


21.  Sage  Software,  Inc.  A  wholly  owned 
subsidiary  of  The  Sage  Group  pic,  the 
world's  leading  PC-based  accounting  soft- 
ware co.  with  over  2  million  customers. 
For  more  info,  call  1-888-338-3746  or  visit 
http://sage.com. 

22.  Sequoia  Software.  XPS,  an  Interactive 
Enterprise  Portal  Server.  Visit 
www.sequoiasoftware.com. 

23.  VSource.net.  A  pure-play,  web-based 
application  service  provider  (ASP),  provid- 
ing the  entire  procurement  process  on  the 
internet  for  major  corporations.  Visit 
www.vsource.net. 
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le  WoiSpace  Navigators 


D 


ecades  AGO  I  became  an  entrepreneur 
when  I  founded  Open  Systems,  an  accounting 
application  software  company.  Applications 
software,  now  all  the  rage,  is  the  mission-critical 
software  that  automates  transaction  and  data 
management  functions  for  the  core  processes  of 
major  corporations.  In  other  words,  it  runs  the 
show.  The  sector  became  known  as  enterprise  soft- 
ware as  it  moved  across  mainframes,  desktops, 
and  servers.  This  software  category  has  recently 
been  renamed  application  service  providers  (ASPs). 
Over  the  years,  application  software  companies 
have  come  and  gone.  Incumbent  companies 
frequently  disappeared,  and  new  entrants  popped 
up  whenever  a  new  computing  platform  surfaced. 
Between  the  platform  shifts,  companies  battled  one 
another  in  function  and  feature  wars. 

Many  investors  have  stayed  clear  of  funding 
companies  that  build  applications,  fearing  a  vicious 
feature  war  was  the  only  competitive  strategy. 
A  company  missing  a  new  version  release  could 

go  from  champ 
A  few  survivors  of  the  application 

software  era  are  redefining  them- 
selves as  work-space  navigators; 
i2  Technologies  and  Oracle  are 
perhaps  the  best  examples. 


to  chump  in  a 
quarter.  But  then 
along  came  the 
Internet,  which 
for  ambitious  com- 
panies redefines 
the   applications 

sector  well  beyond 

that  of  an  ASP. 
Recently,  a  small  number  of  ASPs  realized  that  if 
they  combined  the  rich  functionality  of  their  core 
applications  with  the  reach  of  the  Internet,  they 
could  broaden  their  turf.  Essentially,  what  they 
want  to  do  is  own  and  service  the  business  space 
around  the  application,  what  I  call  navigating  the 
work  space. 

Even  the  staid  accounting  application  sector  has 
new  entrants  arriving  who  are  debuting  as  work- 
space  navigators.  My  firm  recently  funded  Intacct, 
which  provides  the  rich  functionality  of  an  Internet- 
based  accounting  application  and  extends  its  reach 
with  an  online  auditing  service,  payroll  processing, 
tax  filing,  the  latest  accounting  rules,  and  other 
services  and  information  that  make  up  a  complete 


financial  system  work  space.  As  a  work-space  nav 
igator,  Intacct  controls  a  much   bigger  market 
space,  brings  a  broader  value  proposition,  and  can 
become  a  much  larger  company  than  its  predeces 
sors  in  the  accounting  applications  sector. 

A  few  survivors  of  the  application  software  era 
also  are  redefining  themselves  as  work-space  navi 
gators.  i2  Technologies  (Nasdaq:  ITWO)  and  Ora 
cle  (Nasdaq:  ORCL)  are  perhaps  the  best  examples 
In  1988  i2  as  a  startup  focused  on  automating 
manufacturing  planning.  It  rose  to  a  leadership 
position  by  leveraging  a  client-server  platform  with 
its  distributed  application.  In  the  years  that  fol 
lowed,  i2,  like  Oracle,  was  constantly  exchangin 
the  champ  and  chump  position  as  it  battled  com- 
petitors in  a  feature  war. 

But  i2  Technologies  survived  and  has  recentl) 
moved  into  the  navigator  position,  leveraging  it; 
rich  core  in  planning  with  a  reach  into  services  anc 
information,  exemplified  by  its  recent  announcemen 
of  FreightMatrix  for  the  logistics  industry.  Freight 
Matrix  integrates  logistics  planning,  commerce 
and  execution  in  a  comprehensive  business-to 
business  electronic  marketplace.  Likewise,  Orad 
also  is  redefining  itself.  Oracle's  recent  pairing  wit 
Sears,  Roebuck  and  Carrefour  of  France  to  form 
global  business-to-business  online  exchange,  calle 
GlobalNetXchange,  extends  its  core  reach  substan 
dally,  and  potentially  puts  Oracle  in  the  navigato 
position  of  the  $80  billion  in  supply  chain  put 
chases  that  Sears  and  Carrefour  make  from  thei 
50,000  suppliers. 

These  new  work-space  navigators  don't  ju 
bolt  services  and  information  together  to  claim  tl 
space.  Investors  must  still  look  for  a  functional 
rich  application  at  the  core  of  the  work  space 
number  of  new  companies  emerging  as  work-spa 
navigators  is  still  small.  A  couple  of  the  new  pla 
ers  include  Extensity,  in  the  employee-productivil 
space,  and  Salesforce.com  for  the  sales  force, 
doubt,  more  are  on  the  horizon. 


Ann  Winblad  is  a  founding  partner  of  Hummt 
Winblad  Venture  Partners.  She  may  hold  finanti 
positions  m  the  companies  listed  above.  She  can  I 
reached  at  awinblad@humwin.com. 
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(  Forbes  Lists:  World's  Richest  People  ) 

Something  every  aspiring  capitalist  should 

review  every  day.  A  list  of  the  world's  wealthiest. 

If  you  want  to  become  one  of  the  drivers  of  the 

new  economy,  consider  it  the  ultimate  in  goal 

setting.  Forbes.com.  Click  here. 
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Tired  of  hearing  the  same  old  dot-com 
dorm  room  to  gazillionaire  stories?  Here  are 
two  Internet  entrepreneurs  who  have  taken 
innovative  approaches  to  building  a  couple  of  very 
different  high  tech  startups. 

Jay  Backstrand  and  Nick  Gleason,  two  Ivy 
League-educated  thirtysomething  entrepreneurs, 
have  begged,  clawed,  and  scrambled  to  grow  their 
nontraditional  startups  into  viable  businesses.  In 
this  tight  labor  market,  either  one  of  them  could 
have  gone  the  more  typical  route  to  earn  equity 
and  a  six-figure  salary.  Instead,  they  chose  not  only 
to  go  it  alone  but  to  start  companies  that  are  prov- 
ing to  be  high  tech  trailblazers. 

Backstrand,  31,  left  a  high-paying  job  as  a  mar- 
keting manager  at  Sun  Microsystems  to  create 
VolunteerMatch.org  in  the  summer  of  1997.  The 
not-for-profit  Web  service  connects  other  nonprof- 
its with  potential  volunteers.  Visitors  interested  in 
helping  a  child  learn  how  to  read  or  in  working  at 
a  homeless  shelter  can  quickly  find  their  choice  of 
opportunities  at  VolunteerMatch.org. 

So  far,  the  site  has  matched  150,000  people  with 
volunteer  opportunities  across  the  country.  It  has 
signed  up  8,400  nonprofit  organizations,  which 

currentlv  list  more 


What's  most  interesting  is 
that  Backstrand's  little  not-for- 
profit  has  done  it  better  on  a 
shoestring  budget  than  many 
venture-backed  for-profit 
startups. 


than  20,000  vol- 
unteer opportuni- 
ties. The  cost  for 
the  nonprofits  and 
volunteers  who 
participate  in  the 
system?  It's  free. 

What    Back- 
strand has  done, 
lowering     the 
search    costs   for 
both  sides  in  the 
volunteer  market- 
place, isn't  exactly 
unique.  High-profile  —  and  huge  market  value  — 
business-to-business  e-commerce  startups  are  try- 
ing to  pla\  a  similar  market-maker  role  in  indus- 
tries such  as  steel,  agriculture,  and  chemicals. 

Willi's  most  interesting  is  that  Backstrand's 
little  not-for-profit  has  done  it  better  on  a  shoe- 
string budget  than  main  venture-backed  for-profit 


startups.  And  VolunteerMatch.org  earns  rave 
reviews  from  its  customers.  Catriona  Rayl,  recruit- 
ment director  for  the  EF  Foundation  for  Foreign 
Study  in  Boston,  says,  "VolunteerMatch  has  been 
our  most  exciting  new  tool  for  expanding  our  net- 
work of  volunteer  host  families.  We  love  it.  Last 
year  20%  of  our  new  volunteers  came  through 
VolunteerMatch.  It's  helped  us  cut  our  recruiting 
costs  dramatically." 

Getting  VolunteerMatch  staffed  and  funded, 
however,  has  been  no  easy  feat.  Backstrand  has 
had  to  convince  top  programmers  to  forgo  more 
lucrative  Silicon  Valley  startup  opportunities  for 
less  money  and  no  options  at  VolunteerMatch. 
Cris  Perdue,  one  of  VolunteerMatch's  top  engi 
neers,  says,  "We  are  working  in  uncharted  territory 
and  that's  extremely  exciting  and  immensel; 
rewarding.  And  most  importantly,  it  feels  good  t( 
create  something  with  tangible  social  value." 

How  did  Backstrand  convince  skeptical  ventun 
capitalists  who  see  thousands  of  business  plan 
that  his  nonprofit  deserves  their  "investment" 
Backstrand  says,  "Venture  capitalists  fund  revolu 
tionary  ideas,  good  people,  and  enduring  busi 
nesses.  We  promised  all  three  and  offered  them  th 
proposition  of  creating  lasting  social  value." 

For  three  years  Backstrand  knocked  on  ever 
door  on  Sand  Hill  Road  looking  to  fund  his  com 
pany.  Many  of  the  venture  capitalists  didn't  write  i 
check  but,  recognizing  Backstrand's  talents,  offerel 
him  a  job  as  an  executive  at  one  of  their  portfolio 
companies.  Backstrand  didn't  veer  off  course; 
but  he  did  make  important  contacts  with  money 
men.  His  persistence  paid  off.  So  far,  Backstranj 
has  raised  more  than  $1.5  million  for  Volunteer 
Match,  letting  him  build  a  full-time  staff  of  10. 

Not  only  that,  he's  signed  up  10  paying  corpc 
rate  customers,  including  Levi's,  SGI,  Nike,  ar 
Bank  of  America.  He  recently  inked  a  lucrative  de 
with  America  Online  that  places  VolunteerMatc 
on  Helping.org,  AOL's  nonprofit  portal.  Volunteej 
Match  is  now  generating  substantial  revenues  as  f 
nonprofit  startup.   How   many   venture-backe^ 
startups  can  say  that? 

Nick  Gleason  has  taken  a  different  but  equal] 
innovative  approach  to  building  an  Internet  busj 
ness.  After  graduating  from  Harvard  Busine 
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Wednesday,  June  14  -  Friday,  June  16,  2000 
Charleston     Place,     Charleston,     South     Carolina 

Over  the  past  six  years  the  FORBES  CEO  Forum  has  gained  a  repu- 
tation as  the  high-level  corporate  forum  For  Global  1000  leaders, 
presenting  and  provoking  insightful  dialogue  on  the  impact  of  con- 
verging markets,  advancing  technologies,  and  political  and  social 
change  on  global  business.  Once  a  year.  CEOs  from  the  most 
dynamic  global  companies  enjoy  an  unprecedented  exchange  of 
ideas  and  strategies  with  their  colleagues,  as  well  as  with  renowned 
government  and  academic  leaders. 

I  his  year,  the  CEO  forum  2000,  People:  All  Business  I, 
Personal,  will  present  the  very  latest  findings  in  economics,  manage- 
ment, psychology,  and  organizational  behavior  —  empowering 
( .f.Os  to  better  understand,  anticipate,  and  satisfy  their  customers; 
partner,  collaborate,  negotiate,  or  compete  with  their  competitors; 
recruit,  motivate,  and  retain  top  talent;  design  optimal  organiza- 
tional structures;  and  lead  effectively. 


For   Additional    Information 

Fax:  212-367-3550    Phone:  212-367-3559 

E-mail:  ceoforum@forbes.cotn      Web:  www.forbes.com/conf 

Forbes  Management  Conference  Group 

28  West  23rd  Street,  10th  Floor,  New  York,  NY   10010 

Limited  sponsorship  opportunities  are  available. 

E-mail  sponsorship  inquiries  to  gewing@forbes.com 
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"A  terrific  read. 

Challenges  even  the  most  sophisticated  assumptions 
about  wealth,  risk,  and  value  in  a  connected  economy.' 
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— Jim  C.  Curvey 

President  and  COO,  Fidelity 


"Mind-stretching. . . 
the  unthinkable  might 
actually  be  possible.' 

— Clayton  M.  Christensen 

Author  of  The  Innovator's  Dilemma 


"...  In  a  class  by  itself/ 

— Thomas  Petzinger,  Jr. 

Contributor,  The  Wall  Street  ImirnaJ 


$27.50  wherever  books  are  sold,  or  call 
1-888-500-1016  /  1-617-785-7440 

Mention  priority  code  4543 


Business-to-Business  services  are  being  hailed  as  the 
"Next  Big  Thing"  on  the  Internet,  but  few  understand 
how  diverse  and  complicated  this  sector  really  is.  Forbes 
ASAP  takes  an  in-depth  look,  picking  the  winners  and 
losers  in  the  erne  rtfng  field  of  online  B2B. 
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INSIDE  STARTUPS 

School,  Gleason  had  his  pick  of  job 
prospects  in  the  new  economy  and  old. 
Instead,  Gleason  pursued  a  startup 
opportunity  that  most  of  his  Harvard 
classmates  would  have  considered  more 
of  a  social  problem. 

Living  in  the  tough  Roxbury  section 
of  Boston  during  his  time  at  Harvard, 
Gleason  realized  that  his  neighbors  rep- 
resented an  untapped  pool  of  talent  for 
the  city's  burgeoning  high  tech  industry. 
So  Gleason  started  CitySoft,  an  Internet 
services  company  that  designs  and, 
builds  Web  sites  for  large  companies 
and  startups.  What's  unique  is  that 
CitySoft  created  partnerships  with 
urban-based  training  organizations  to 
recruit  and  hire  many  of  the  company's 
developers  and  programmers,  who 
build  e-commerce  sites  for  customers 


such  as  Reebok,  Polaroid,  Siemens,  and 
ITT  Sheraton. 

In  contrast  to  VolunteerMatch, 
CitySoft  aims  to  make  big  profits.  And 
Gleason  hopes  CitySoft's  success  in 
hiring  from  a  pool  of  underutilized 
urban  human  capital  will  convince 
other  companies  to  follow  his  lead.  Sou 
far,  Gleason's  recipe  appears  to  be 
working.  In  1999  CitySoft  had  revenues 
of  nearly  $1  million.  Gleason  has  now 
raised  several  hundred  thousand  dollars 
from  angel  investors,  and  CitySoft 
expects   to   grow   sales   to   between] 
$2  million  and  $3  million  in  2000 
Hiring  from  both  urban  neighborhood 
and  traditional  high  tech  bastions  sucl 
as  Cambridge,  Massachusetts,  an 
Silicon  Alley,  the  company  has  opene 
offices  in  Boston  and  New  York  an 
plans  to  expand  to  Baltimore  and  Sa 
Francisco  later  this  year. 

Why  did  Gleason  take  this  route?  I 
wanted  to  be  an  entrepreneur  and  b 
part  of  a  team  that  ultimately  prove 
that  urban  neighborhoods  are  a  souro 
of  talent,  not  a  source  of  problems.  Thi 
is  about  looking  for  talent  where  other 
can't  see  it,"  says  Gleason. 

In  a  weird  world  of  quick  riches  an 
instant  twentysomething  millionaire 
some  Internet  entrepreneurs  are  sti 
showing  us  that  technology  can  genei 
ate  more  than  big  market  caps.  It  can 
used  to  make  the  world  a  better  place. 

Geoff  Baum   is   a   cofounder 
Garage.com,  a  high  tech  capital 
specializing  in  startup  finance. 


From  the  nascent  days  of  the  Internet  at  Xerox  PARC,  to  popularizing  Java,  the  universal  programming  language, 

Eric  Schmidt  has  been  networking's  driving  force.  So  when  he  joined  Novell  as  CEO,  he  brazenly  set  about 

creating  the  top  networking  software  in  the  industry.  That  got  computers  and  people  talking.  Again. 

Fearless  entrepreneurs  like  Eric  Schmidt  find  a  kindred  spirit  in  Forbes.  No  wonder  he's  been  reading  it  since  1990. 
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m  Late... 


THIS  COLUMN,  LIKE  THE  CAREERS  of  most 
writers,  began  with  humiliation.  One  after- 
noon not  long  ago,  two  young  colleagues 
walked  into  my  office  for  a  meeting,  and  before  we 
got  down  to  business,  they  both  began  to  snicker 
while  staring  at  something  on  my  desk.  The  object 
of  their  derision  was  my  cellular  phone,  a  perfectly 
serviceable  model  that  was  state-of-the-art  only  a 
few  years  ago  but  now  —  compared  to  current 
technology — looks  like  a  loaf  of  bread.  To  these 
two  members  of  the  StarTAC  generation,  the  phone 
must  have  seemed  prehistoric  —  telephonasaurus 
rex — so  unhip  as  to  be  quaint.  I  might  just  as  well 
have  been  wearing  a  monocle.  And  spats. 

Once  upon  a  time,  I  might  have  ignored  their 
disdain.  After  all,  these  guys  might  look  cool  with 
their  weensy  little  phones,  but  I've  read  Beowulf. 
On  the  other  hand,  they  might  have  read  Beonitlf 
too,  and,  truth  be  told,  I  never  actually  finished  the 
thing.  The  harsh  fact  is,  my  literary  pretensions 
aside,  those  two  Gen-Nexters  had  revealed  my 
dirty  little  secret:  I'm  a  late  adopter. 

This  is  no  small  thing.  After  all,  history  has  never 

been  kind  to  late 
adopters.  Darwin's 
famous  theory  might 
as  well  be  called 
Survival  of  the  First- 
est.  Let  some  little 
finch  be  slow  to 
adapt  his  beak  one 
millimeter  longer 
than  his  competitors 
and  his  food  would 
dwindle,  thus  dimin- 
ishing  his  energy, 
thus  lessening  the 
number  of  females 
be  could  inseminate,  therein  decreasing  his  contribu- 
tion to  the  gene  pool,  yadda  yadda  yadda. 

Mysteriously,  the  evolutionary  bias  against  late 
adoption  has  not  prevented  the  trait  from  being 
passed  down  through  the  eons  to  me.  I  seem  to  be 
one  ot  those  natural  conservatives  who,  once  com- 
fortable with  the  way  things  work,  sees  no  reason 
Seek  further  improvement.  Financially,  this 
eenis  to  make  sense,  since  I  don't  have  to  keep 
buying  new  stuff.  And  emotionally  it's  satisfying 
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because  I'm  usually  surrounded  by  familiar 
objects.  But  the  digital  revolution  puts  terrible 
pressure  on  late  adopters.  Stated  simply,  Moore's 
Law  pretty  much  mandates  a  complete  technology 
update  every  18  months  at  the  very  latest. 

For  me,  and  others  similarly  afflicted,  this  is 
akin  to  the  speed  of  light.  My  tech  metabolic  rate 
is  more  like  five  years  and  would  probably  be 
longer  if  major  upheavals — the  Macintosh,  which 
weaned  me  from  my  trusty  Kaypro,  or  the  Inter- 
net, which  is  forcing  me  to  give  up  my  well-worn 
Macintosh  Quadra  —  didn't  demand  that  I  evolve 
At  which  point,  the  upside  of  late  adoption — years 
of  serenity  while  others  are  frantically  download 
ing  the  next  thing  after  the  next  next  thing — turns 
into  the  downside:  a  powerful  shock  of  the  new 
It's  as  if  a  couple  of  decades  after  the  invention  o 
the  wheel,  people  were  driving  around  in  Porsches 
Come  out  of  a  five-year  state  of  suspended  anima- 
tion in  high  tech  and  you'll  be  as  baffled  as  Rip 
van  Winkle. 

When  a  late  adopter  finally  lurches  forward, 
one  thing  leads  to  another,  and  he  faces  a  seisma 
break  along  the  entire  technology  fault  line.  Tht 
day  after  my  phone  had  elicited  scorn,  I  had  a  new 
one — small,  nifty,  unembarrassing.  This  brough 
on  a  wave  of  reformation:  a  new  computer,  which 
since  it  no  longer  could  be  connected  to  my  periph 
erals,  required  a  new  printer.  Given  a  superfas 
computer,  1  now  couldn't  avoid  putting  in  an  ISDr- 
line  (or  was  it  DSLN,  or  cable,  or  fiber-optic? 
which  required  lots  of  new  software,  whicl 
required  many  hours  and  days  of  installation  and  . 
teenage  rent-a-nerd.  So  much  for  the  new  produc 
tivity.  Ultimately,  a  late  adopter  never  quite  catche 
up.  A  five-year  leap  took  it  out  of  me,  so  I've  fallei 
a  bit  short.  Of  course,  we  latecomers  know  tha 
there's  no  catching  up  with  tech,  which  is  why  w 
seldom  try.  The  very  day  I  came  into  the  office  arn 
ostentatiously  placed  my  cell  phone  in  plain  viewi 
Forbes'  resident  equipment  maven  showed  u 
to  tout  another  phone  he  was  recommendin 
all  the  editors  get.  It  was  even  smaller  tha 
mine,  with  a  two-way  radio  feature  for  frequentl 
called  individuals,  and  the  ability  to  connect  t 
the  Internet.  It  was  way  cool,  and  way  new.  V 
had  my  upgraded  phone  exactly  one  day,  and 
was  late  again. 
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